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SEMTOR ADMINISTRATION OFFICIAL: Let me Lry, iU | can,
Lo summarize some of the main points of the speech this evening.
Rasically, the Presidert, as you know, is speaking for 10 minutes.
The President's basically going to be doing some plain talking wich
the people of the United States tonight. He's got to be very direct.
I think he's geing to be trying to speak from the heart in terms of
what he thinks needs to be deone in this country over the next two
years.

Basically he's going to talk about what this country is
about -- its strengths, the challenges and the problems that are
confronting rt, particularly for working families, the middle class
in this country -- the steps that he recommends to try to deal with
som2 of Lhe problems facing working families, and how he will work
wiin Congress o Ltry to get those accomp!ished,

And then he é4lso wants to talk aboutr seme steps Lhat the
¢iLizens themselves need te take in order to keep the American Dream
alive. He basically has lived the American Dream, and he's asking
others to believe in it agaln 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 receovery,
the {fact that he was able to get it in place, the fact that -- we've
sewn a lot off good come lrom the fact that our economy is doing much
bayter, but thal obvicusly a lot of families have not feli that
recovery, angd therefore, having made a down payment on a middle
income tax ¢ut in the initial economic plan with the earned income
tax credit that provided relief to almost 15 million working
Americans; that the time has come now to build on that for working --
all working ramilies.

The main concern that he sees are the choices -- the
difficull choices, financial chelces that face working families right
now when it ¢omes to either paying for the education for their
children or raising a child within the home, or tryving to save up for
a purchase of a first home, or for dealing with catastreophi¢ illness
or for the ¢are of an elderly parent. Those are the kinds of
preblems, real problems,  that are facing working families.

And so Lo address that, he is propesing basically four
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alements that are part of the proposal. The 1irst is that colleys
tuition would be tax deductible. Just as we made mortgage interest
vax deduciible -- I'm going to read this guete from the speech:

“Just as we made mortgage interest tax deductible because we want
people to own homes, we should make college tuition deductible
because we want people to go to college."”

S0 he's proposing that tuition for college -- community
college, graduate school, professional schools, vecational schools,

worker training after high school would be fully deductible up teo
$10,000 a year for families making up to $120,000 a year.

This is a principal centerpiece. He is very =-- he
believes deeply that this country, in terms of its future, is bherter
oft if we can invest in our children and invest in thelr education.

Q Sliding scale or flat?

SENIOR ADMINISTRATION OFFICIAL: Help me --

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

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

0 Are the incomes adjusted yross?

SENIOR ADMINISTRATION QFFICIAL:  Adiusted greoss,  And it
phases out completely at $120,000. Starts to phasa ocut at $100, 000,
and phases out completely at $120,000.

SENIOR ADMINISTRATION OFFICIAL: Secondly, with regards
to families raising children, we provide a $500 tax credit for

children under 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 COFFICIAL: That's correct.

SENTIOR ADMIMISTRATION OFFICIAL: Tt phases out tfrom
60,000 to 75,000,

4] So the 3500 applies teo under 560,000 a year.

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

0 Full $500 up to $65,0007
SENIOR ADMINISTRATION OFFICIAL: Up to 360,000,

8] And what would you get at $75,0007 Zerc? QOkay.

SE{IOR ADMINISTRATION OFFICIAL: Thirdly, again Lo Lry
Lo address those particular problems that I talked about, you would
allow every American to put $2,000 tax free inte an individual
retirement agcount, and then be able to use that money not just te
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 ~--

0 Is that 82,000 a year you just stash away or $2,000
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for life?
SENIOR ABDMINISTRATICN OFFICIAL: $2,000 per year.
SENTIOR ACMINISTRATION QFFICIAL: Zar person.

(8] The incoma limits that -- the ones now are for the

SENICR ADMINISTRATION OFFICIAL: Plenty of time. Let me
have my colleague explain it. Go¢ ahead.

SENIOR ADMINISTRATION CFFICIAL: Existing IRAs will be
changed in twe ways. The income limit will be raised. 1It's
currently for couples, $40,000 -- phases out -- it starts at $40,000
and phases out at $50,000. That's current law. Under the proposal
the phase-out will start at 580,000 and he completely phasad oul at
5100,000. 8o we are expanding the universe of people who can
contribute 1o IRAs. In addition, we are going wo have the penaliy-
free withdrawals for the types of things my colleague just mentioned.

0 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.

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

SEMIOR ADMINISTRATION OFFICIAL: ‘Yes, couples.

0 Will the $2,000 a year be tax deductible orn Jjust

SENIOR ADMINISTRATIOM OFFICIAL: The current IRA that we
have now, you get tax deductions, and the inceome that is in the IRA

ig not taxed ontil you take it out, as well as the contribution.

Q hnd the $2,000 is per persen -- for instance, a
couple would get $4,000,

SENIQR ADMINISTRATICON OFFICIAL: And they're both
working --

8] Would there be any means test ior Lhe elderly
parent, any income levels?

SEMIOR ADMINISTRATION OFFICIAL: No .
Q Who would decide --

SENIOR ADMINISTRATION OFFICIAL: We're working out those
detalls. We're working out --

Q S50 there may be strings attached to that.

SENIOR ADMINISTRATION OFFICIAL: There will be
cgondicviens on all --

SENIOR ADMINISTRATION OFFICIAL: That really -- that
concludes the main tax benefits tnat would be provided to working
families. There is a fourth element that the President will talk
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about relating to job training in which he basically will state that
there are killions 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.

o S0 someone loses their job, instead of going to a
training program you give then $10,000 grand, and all the programs
are eliminated and they go to some private place?

’ SENIOR ADMIMNISTRATION OFFICIAL: Secretary Reich is
working on a consolidation of theose programs and trying to basically
provide ~- empower the individuals themselves as to how to use those
funds for job training.

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

SENICR ADMINISTRATION QFFICIAL: Well, I think the
funding is pretty much the same, but it's basically to try to cuc
through the various programs that are out thers on job training and
try te go directly to the people so they can use this directly
without having to go through the bureaucracy --

8] Cut through or cut out?

SENICR ADMINISTRATION OFFICIAL: Well, they're cutting
out a lot of the different cperaticns. Let me- tell you, Secretary
Reich will give 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 Lo people.

0 This is the same amount of money? .

0 How bkig a voucher would --

SENIOR ADMINISTRATION QFFICIAL: I don't know.

8] But is there a restriction on the meney -- all must
be used for job training?

SENIOR ADMINISTRATION QFFICIAL: That's correct.
Q Can they start a business if they want to

SENIOR ADMINISTRATION QFFICIAL: I believe it's for job
training.

0 S0 it's a voucher.

SENIOR ADMIMISTRATION QFFICIAL: That's correct.

Q It doesn't affect unemployment --—
Q Did you say that's correct, it's a wvoucher?
Q And what's the amount?

SENIOR ADMINISTRATION OFFICIAL: On the -- I don't know.
SENIOR ADMINISTRATION OEFFICIAL: It's $2,000 to 53,000
-- it will be between 52,000 and $3,000.
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0 And would that be based on income?

SENIOR ADMINISTRATION OFFICIAL: This is a further
reform, reinventing of a new reemployment option. OQur initial cone
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 te¢ one place and know
everything. But rather than even having to go o -- (inaudible} --to

find out, the grant certificate comes to you and then you can go to
one place to find out consumer information on what the best training
oppoertunities are. There will still be standards, but as my
colleague says, taking 60 different funding streams and
consclidating, and empowering the individual directly, and then
having choice and information provided Lo Lhem on the dififerent
variety of rremployment options,

0 And how much are those 60 programs worth now?

SEMIOR ADMINISTRATION QOFFICIAL: I believe it is
somewhere between $10 billion and $13 billion. But as I said, I
think the Secretary will brief more detailed --

9 These are 60 programs that will disappear?

SENIQOR ADMIMISTRATICN OFFICIAL: Their funding streams
will be consolidacted.

0 So where's the savings?

4] Their funding streams will e consolidared?

O Where is the savings -- in administrative costs?
0 Is there a price tag for all of this stuff?

SENIOR ADMINISTRATION QOFFICIAL: I think what we need to
do is -- obviously, Secretary Reich has the more specifics on the
proposals, but I think you're right, that you're basically taking 60
programs and creating one funding stream.

o One program (o replace them?

SENIOR ADMINISTRATION OFFICIAL: That's correct.

0 Politically, you don't have trouble with saying
you're eliminacing preograms, do you?

SENIOR ADMINISTRATION OFFICIAL: No.
Q That's what you're deing.

SENIOR ADMINISTRATION QFFICIAL: That's correct. We're
consolidating, and you're consclidating --

4] But you don't want to advertise it that way?

SENTOR ADMIWISTRATION OFFICIAL: However you'd like to
-=- “{laughter} --

Q This is worth $2,000 to $3,000 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 keen 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 bureauc¢racy or the
administration of a number of these different programs that operate
on & number of different levels. [ mean, everybody knows that we are
dealing with a let of very different programs that have a very mixed
record of performance. He's trying to conselidate it and get it
directly to individuals.

O Well, consolicdating suggests there will be a
consclidated federal program -- these people can go to a federal
program to get the training; they still will have the opportunity, is
that right?

SENIOR ADMINISTRATION OFFICIAL: I believe that's the

case -~

Q What's the {ive-year cost?

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

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

] Over five years --

SENIOR ADMINWISTRATION QFFICIAL: It's over a tive-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
budger. We are 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 all 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

restructuring -~ it's made up of two pieces. One is major
restructuring in the following agencies: Energy, HUD, Department of
Transportation, GSA and the 0Office ol Personnel Managemznt. The main

araas lor restructuring involve managament, tightening up on lovels
ol management, consolidation of programs, privatizing many ob the
programns within these different departments, and elwminating some of
the programs 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'l1l 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
conselidation of the programs. Secretary Cisneros has developed a
very large consolidation of preograms, at HUD to basically focus on
housing as well as economic development. Those are the two areas
that he wants to [ocus the programs.

Cepartment o¢f Transportation, the same thing. There is
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some privatizing of some of the programs there, plus tightening up on
management as well as the supervision levels there.

0. Which programs would be privatized in
Transportation?

SENIOR ADMINISTRATION OFFICIAL: There's only -- the one
that would be spun off is the alr traffic control operation. But
there are others, and I don't want to get into all of the
particulars.

o Do you have an example lrom HUD?

SEMIOR ADMINISTRATION OFFICIAL: HUD is basically, what
I said -~ it's conselidation of their programs into lunds that are
Largeted at housing, at economic development. I think there's a
couple others. But it really is major consolidation of programs.
What he's done and what he's reccmmended are to take whoele areas
that now inveolve many different loan programs and trying to
consolidate those. It's a really dramatic proposal.

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

SENTOR ADMINISTRATION OFFICIAL: I don't know, and I'1l]
try Lo get you Lhar,

GSA is the same. We're transferring a lot of the
rgsponsibilities to GSA back to agencies and there's some
privatization that goes in at GSA as well. £And the same thing is
true for OPM where there's some training programs that are directed
pack to the agencies. But, nevertheless, there are some retirement
programs that continue to operate under OPM's contreol.

Q How much is that worth?

SENIOR ADMINISTRATION OFFICTIAL: All of that is worth
approximately $24 bhillion.

] Everything you've discussed?

SENIQOR ADMINISTRATION CFFICIAL: Everything I'wve 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?

SENICR ADMINISTRATION CFFICIAL: These are above and
hayond what -- I mean, you currently saw in reinventing government,
this is a major eirort at restructuring. In these agencies, I should
tetl vou that you are looking at the same kind resutructuring with
regards to other agencies as well. The Vice President will speak to
that on Monday when he returns fLrom Russia.

The second plece is to gontinue the freeze -- it's a
hard freeze on spending, for an additional two years. Right now
there's a hard freeze c¢n discretionary spending that goes through
98, We would ceontinue 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 5106 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're 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
history here, obviously, for the President with regards 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 House passed it, every Republican House member but one voted
against that bill,

S0 it is a proposal that we've supported in the mast;
it's something the President supports. He feels he's building on
what he already did with EITC and that it is -- jt’'s consistent with
the policies we've bheen trying to put in place as President.

») Why the cut-off at age 13? Why not just have it
all minor children?

SENIOR ADMINISTRATION QFFICIAL: I think what he wanted
was Lo target kids in the 12-and-below area because these are reully
where the costs, principal costs are with regards to caring for klids.

0 Whan do the tax cuts take effect? Do they take

effect before the spending cuts?

SENIOR ADMIMISTRATION OFFICIAL: When do the tax cuts
take effect?

0 Will chey be retroactive January lst? Is that part
of the plan?

SENTOR ADMINISTRATION QFFICIAL: HNo, they'll start to
take effect in January 1 of '96.

0 How come it's less expensive to --
0 Wait, wait., January 1, '967

SENIOR ADMINISTRATICHN OFFICTAL: Right., That's what all
the proposals have been.

SENIOR ADMINISTRATION OFFICLAL: That's correct.

O Sir, if you don't have kids, you don't need any job
training, and already bought your first home, what's in it for you.

0 You're screwed. (Laughter.;
SENIOR ADMINISTRATION OFFICIAL: I think it's fair to
say if you want to save for your retirement, or 1if you want to save

for education.

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

SENTOR ADMINISTRATION OFFICIAL: And you want to save
for your retirement, you --

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

0 Why are you so much more specific about the tax
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guts shan you are about the details in spending cuts? Is it bacause
ehe decalls of the spending cuts haven't been decided yvet or because

SENIOR ADMINISTRATICN OFFICIAL: HNo, they've fully heen
decided, and whai ws wanli to do is basically provide a more snecific
Brigfing with all of the Secretaries involved in these deparements
that would provide 2}l of the partigulars with regacds to Lhat.

& And when 15 thap brizfing?

BENIOR ADMINISTRATION OFFICIAL: I mean, these decisions
hove all been maede. The Secretaries have all made them, and they're
preparing 4 briefing on that.

¥ And when is that briefing going to be? Today?
Tamorrow?

SENIOR ADMIMISTRATION OFFICIAL: Wet'll
tha details tomorrow, buot the Vice Prasideni would d
tham on Monday when he returns from Bussia.

o
i

rovide some of
Y

kg Lo present

a 8ut this iz all the details for tonight, though?
SENIOR ADMINISTRATION GFFICIAL: That's oorpegu.

4] Now, is the $16 billlon extra going to deficit
reduction?

SERICR ARDMINISTRATIOR OFFICIAL: That's «orrast.

o why dig you decide againsi eliminating the Cablinat
AQenCies Or TOMRIng Them?

SENIOR ADMIRISTRATION OFPICQIAL:  Look, §| Lhink e
because, frankly, we weren't doing this for show, we ware doing fhis
on the pasis of trying (o make good policy dgulsions abour how we
could save money in each of these agenciess. Pach ong of thasge
agencies still have major fanctions that thalyr responsibde fox, Fog
example, the Department of Encrgy has all of the nuclear aleanup
responsibilities. That needs to ke deong, has to be dong.  Just Lo
simply move that to another agency dossn’t save mangy: %78 basgically
shifting blocks from one place to ancther.

If the Department of Transportation hod Lhe
responsibility for that ang we decided LU wag inpartant o kasy in
thare. In zhe Departmeént of Traasportation they have maiors
responsibilities with regards o safety, and we oughs oot 1o 3usg
simply walk away from those or try to transter Lhem someplsce alse;
thay have Lhat responsibility.

. Same thing is true with regards o the Deparimeni of
HUD. &And CPFM has responsibility for handling revirement programs for
fedaral employees. We would have to transfer that responsibliicy
someplace aise.  So our feeling was, let’'s de the majior restructuring
that improves each of these departments, bul allow them Lo opgrabe
che regponsibdlicies thant they really have Jurisdiction gver and have
axperiise in,.  That was the approach we Look. =

o Technically, where do you break middle class?

SEHIDR ADMIBISTRATION OFFICIAL:  Just one second. On
the poing of i you dign't have c¢hildren ~~ by 1ifting it from
870,000 o 2100.0040, if allows & lot nore people to ger an IRA feor

a
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theitr retirament, bul it alse would allow somebogy current -- &ven
bepides that, the IRA would be asllowed to be used for gavastrophic
madical expense, for long~term uvnemplovment. And then also ths
acducation ~- the education deduction could zlso e used for anvhody
whe 1oses thelr ioh and needs to go back for a certified educapion
program.

%o there are several ways that somebody In thag
situation, who already had their first home and didn't have young
ohildren would still benefit. There’s also neing able fo include
helping their children save for these. Se I chink if covers guite a
lot for werking Eamilies.

o Where does Che middie glass break? And shen, how
much of the 560 pillicr goes Lo these below that middle ¢lass break?

SENIOR ADMINISTRATION OFFICIAL: That’'s your guestion.
iLaughter,}

[y’ You're saying the top is 75,000, right? Yeu'ra
gaying the tep is $75.000, what's the bettom of the middle class and
how much goed Lo Lthose below the hottom?

SENIOR ADMINISTRATION OFFICIAL: Well, the BITC is a
program we've put in and that basically phasss out ab abouu 328, 000,
Al of these will be available to psople who are abova that level.

< So that's your definition of who is aligible?

0 So basically you're saying people balow 528,000
won't beéenefit because they're already in that negativae -«

SENIOR ADMINISTRATION QFFICIAL: They've got the EITC,

Q S0 everybody above the EITC, the 500 tax credit
for kids under 127

SEHIOR ADMINISTRATION OFFICIAL: That will not be available to people
who get the EITC., It wili be availiable -~

Q The reason [or the age limit on kids -~ iz there
any difference in that ~- is there any reason for that end the reason
behind the income limits? I mean, aren't they both basically
designed to deal with the amount of money you feel vou have
avallable?

SENICR ADMINISTRATION QFFICIAL: HWell, they basically are aimagd ag e
again, The Prasidant felt that 1f was importany o Largel thae fax
cradits on the familiss that really have the mosh gosts with ragards
to kids at that level. He really wanted to garget Dham.  And,
chviously, it pavy of the censideration of Lhe repourses thal nre
availlable when you nargset anyihing. Otherwise vou'd glve o 1ot o
syarynedy.  Bul that waz ihe mpalp reason,

THE PREEZ: Thank you.

ENDSR0 P oM. OEST
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THE #3ITE HOUSE

Qffice of the Press SegraLary

Far immeniate Release Decamber 15, 1993

BACKGROUND RBRIEFING
BY
SENIQR ADMIMISTRATION OFFICIAL
OGN PRESIDENT'S SPEECH

December 15, 19824

The West Wing

4:55 P.M, EST

SENTOR ADMINISTRATION OFFICIAL: The President is
wasically going to do some plain talking wivh the pesole of the
United States this evening., He basically wants o talk about what
this gountry i85 about and its strengihs. He also wants Lo talk about
the challenges that are confronting it, the problems that are facing
particularly working families in the middle class in Chis country.

He also wants to indicate whal steps he is geing Lo
recommand (o try 10 dgal with the problems that working Tamilies are
teeing ang haw he would likg to work with the Congress 1o get ithess
trtngs done.  And then, lastly, he's alse going Lo talk about steps
that oipizens have o take in order to really heve the American Dream
comd allvae ayain for hen. He lived the Amgrican Dream; he's going
to say thay Lo the Angrigan pasonls, and he wants others Lo bellove in
it osgain 8% well,

#Wich regard 1o the specifics, the main problems thag are
Facing working families right now are really thres in perms of
fipancial -~ tough financial degisions: One, how to pay oy tha
educntion of vour ahlldren: twe, paying for raising e child: ang
tnrea, spving for haslieplily flrsu-home purchasaes.

The steps thay are belng revommended are the following:
One, he’s golng o recommend -~ Lhere are four ideas (o Lhe proposal
ghay he's recommendling o fry 9 help working Americans. One is that
collegs vuition would be rax deductible. And he's going to refar [o
the faci that since & mortgage intersst deduoction iz dedugnible
BesauE? Wi wWanl people 0 Oown homes, we ought Yo make gollege tuitien
deductiible bacauss we wint poopls Lo g0 1o colingse.

3 Unlimited?

BEHIOR ADMINISTRATION OFFILIAL:  There i3 a3 -- what he's
propaging e that vulvien for colleue, community colisas, gratduate
zehools Be Fully deduotible up Lo 310,000 a vaesy dor iamilies making
v bo S12G.000 8 vear.

The segond recommendation is that he wanis yo help
middie-~oipss families valse thelr children ~-
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0 This doesn't include vocational education?

SENIOR ADMINISTRATION OFFTICIAL: Yes, it does.
Vocational education and worker retraining.

Q So it's college and vocational educaticn?
SENIOR ADMINISTRATION OFFICIAL: 1t's college, community
college, graduate schools, professiconal schocls, voc-ed, worker

retraining.

Two, middle class families raising their children, so he

wants Lo cut taxes for children under 13 -~ in other words, 12 and
under. And that tax credit would be available teo any family whose
income is less than $75,000 -- isn't it?

0 That's a tax credit”?

SENIOR ADMINISTRATION OFFICTAL: That's a child tax

crediv.

0 Per child?

Q Up to $5007?

SENTOR ADMINISTRATION OFFICIAL: Per child.

Q $500 per child tax credit for families making
$75,0007

Q Or less.

SENIQR ADMINISTRATION OFFICIAL: Three, he again wants
to help middle-income families, so with regard te saving money he
wants to create savings incentives. He wants every American Lo he
able to put 52,000 a year tax-free in an IRA and be able to -- then
withdraw that money tax free for education, medical expenses,
purchase of a first home.

Q Any medigal, or just catastrophic?

SENIOR ADMINISTRATION OFFICIAL: Catastrophic. Purchase
of a first home and the care of an elderly parent. And then,
tourthly =--

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

SENIOR ADMINISTRATION OFFICIAL: 1Is there a cap on how
much can be withdrawn?

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

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

SENIOR ADMINISTRATION QFFICIAL: And fourth, he
basically wants to consolidate all of the different training programs
that the government now has and provide a voucher to improve jcb
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 recommending ceonsclidation of the training
programs -- and trying to previde vouchers directly to individuals
that 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 360 billion for five years. Five year cost, $60 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 additicnal 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 first five in agencies to geo through this restructuring process.
They'll be -- we're going to ask others tec 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 bhasically targeted at
management restructuring, consolidation of programs, privatizing of
some ol the programs in these agencies, as well as eliminating some
of the programs that these agencies have.

For example, in Energy, we are eliminating some
programs. They are basically reducing the layers of management;
they've got a lot of management and supervision layers there. And
they're also going to be privatizing some of the programs at Energy.

At HOUD, vyou're looking at mainly consolidation of
programs. Secretary Cisnercs is recommending some pretty dramatic
consclidaticn of programs s¢ that they're targeted at housing and
economic development. And the same thing is true for these other
agencies.

Sc that's one piece of it. The second piece of it =--
] How expensive?

SENIOR ADMINISTRATION OFFICIAL: That piece saves about
$24 billion.

The second piece 1s to continue a hard freeze in
discretionary spending through 2000. We currently have a hard freeze
in place through Fiscal Year '98 as part of the $500-billion deficit
raduction program. We would extend that hard freeze for an
addivienal two years, which picks up $52 billion. And you've got
some additional deficit reduction on tep of that.

Now, let me make clear that this represents the portion
that relates to the tax cuts and how we're paying for Lhe tax cuts.
We have sLill not made all of our decisions with reyard to the
budget, and those will be presented, obviously, in the fuller budget.

0 This is $76 billieon in savings?

SENIOR ADMINISTRATION OFFICIAL: This is $76 billion in
savings.
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Q And so the 360 billion will pay for the tax cut --
SENIOR ADMINISTRATION QFFICIAL: That's correct.

0 and $16 billion will pay for additvional deficit
reduction.

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

0 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
reductien? {Laughter.}

SENICR ADMINISTRATION OFFICIAL: [ want to go "duh."
(Laughter.) The answer is yes.

0] If you were to have done this -- would you have
done this anyway?

SENICR ADMINISTRATION OFFICIAL: Pardon me,

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

SEMIOR ADMINISTRATION OFFICIAL: No. Clearly, we were
pushing for major restructuring in government programs. And the
additional treeze is something we were considering.

0 Are you going Lo have any actual text lor us thag
we can get into the broadcast of what the President is saying.

SEMIOR ADMIMISTRATION QFFICIAL: Excerpts. We're
working on that.

Q Okay, because it's getting -~ we're getliing =--
SENIOR ADMINISTRATION QOFFICIAL: [ know,

SEWIOR ADMINISTRATION OFFICIAL: We'we got a summarcy of
what it means for a family, a four-persen family with $50,000 of wage
and salary income. And, my colleague will walk through these
quickly.

SENIOR AOMINISTRATION QFFICIAL: 'hese are examples of
four-person tamily, $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 would happen to Lhem
as a result of these proposals?

SENIOR ADMINISTRATION QOFFICIAL: <Correct. So ctase one,
both children, 12 or under, that means they're going to get $1,000
tax credit, two-$500 credits -~ that's a 21 percent reduction.

Both children over 12, so they don'l gei any ¢hild

¢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 te -- this is sort
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of 1f you can pubt your kid in private school or put your kid --
SENIOR ADMINISTRATION QOFFICIAL: For college.
¥ But this is children cover 12 aren't in college.
SENTOR ADMINTETRATION OFFICIAL: Mo, This is jus; -
SEMIOR ADMINIBTRATION OFFIQIAL:  IZ vou're 18, 1§ -~

9 fur basically for people with young teenagers
berwasn 12 and 1B uniess theyire in g¢ollege, they don’t get anvihing.

BENIOR ADMINISTEATION OFFICIAL: Ho. Look ab case
three. They can put money in an IRR, can save for college or for a
first home or whataver--

Q B850, 000 ~- they can 811 4o bthat on o $50, 000
income. {Loughbaer.}  Okay.

SENIOR ADMINISTRATION OFFICTIAL; 1 think thay thé reascn
why peogle, why it's hard for them (¢ save for the regirement is
pecsuse thevire usunlly already saving for, vou koow, Urying Lo save
for college sr something. So wthis makes i4 exceedingly easier for a
family who was trying Lo put away -- { meaén, & lot of pecple making
S50, 000 are trying o put away scee money for their kids edusagieon.
That would help any of those families. ’

< Arnd then the raason we did children 12 and under as
opposed to 13 and under is because most of that money, you Figure,
neais to go for ahild care?

SENIOR ADMINTSTRATION QFFICIAL: Yes.

SENTOR ADMINISTEATION OFFICIAL: -- targeted, you know,
the caring of kids at home.

' 0 Let me agk & queztion. On the third phing --3%, Q00
thay can put into an IRA,  Right?
SENIGR ADMIRISTRATION GFFICIAL:  Right.
¢ Per ohild? ‘
SENIOR ADMINISTRATION GFFICIAL: No. Iu's just -» wa've
o Is that for anvbody?
SENIOR ADMINISTRATION QFFICIAL:  Anvbody.

& Anvhody with & family income of S04, 008 ang
inciividiuals av 870, 4007

SEHIORN ADMINIBTRATION OFFICIAL: Hight,

& B¢ bthig third vthing cver here, whers you're saying
about --

. SENIOR ADMINISTRATION OFFICIAL: It could be eivhar -
you can eithar have children or it could be a family with no children
~=- that third example.

SENIOR ADMINISTRATION OFFICTAL: Right now, an IRA, you
can put $22,000 in Lf your incomse Lg up Lo $40,000, phasing up to
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$42,000, but you can only use it for retirement. I{ you take it out
hefore 5%-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, sco it includes a lot
more middle-zlass families. Secondly, it has a whole other category
besides retirement that you can take it out penalty-free for.

0 But the maximum contribution is still $2,0007
SENIOR ADMINISTRATION OFFICIAL: That's correct.

07 For the family cf for the indiwvidual?

SENIOR ADMINISTRATION OFFICIAL: For the individual.

0 What government services, one or iwo, of the top
ones that Americans enjoy are going to privatized? What services the
people would recognize are on the privatlization lisc?

SENIOR ADMINISTRATION OFFICTIAL: Well, let me give you
just one example which would be that, for example, the petroleum
reserve that currently is under the Energy Department's control.
That's being suggested for privatizing.

0 I mean, what would that mean? It would just be
ptivately managed?

SENIOR ADMINISTRATION OFFICIAL: Yes.
Q ‘But the government would still own the oil, right?

SENICR ADMINISTRATION OFFICIAL: The government could
still have access Lo the c©il, but the -- it would basically he
cperated in a private sector basis. In other words, the private
sector would basically manage the field. We would still have the
ability to get access and draw from it. But right now we're running
that whole operation out there. '

0 Nothing far-reaching like air traffic control or
the National Weather Service or --

SENIQR ADMINISTRATION COFFICIAL: .Thare are -- T maean,
we're looking at a series ol those propesals, and [ tnink we -- what
we want to do is basically preovide a more in-depth briefing on all of
thalt when we get into the particular departments.

Q Is this tomorrow we're talking about or --

SENIOR ADMINISTRATION QFFICIAL: I think some of it will
be tomorrow. A lot of it will be over the weekend.

0 Over the weekend?

SENIOR ADMINISTRATION QFFICIAL: Probably Monday is when
we want to do a major briefing on all of the departments, as well as
-- T mean, the Vice President's back then lrom Russia., and wants to
e able to provide a fuller briefing on the restructure,

0 But would that go beyond monies needed to cover
this 576 pillion.

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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0 When was the final package finalized, crossing the
last t's and dotting the final i1's, numbers for all of this?

. SENIOR ADMINISTRATION QFFTCIAL: The decisions by the
President were basically concluded yesterday.

0 Yesterday morning?

SENIOR ADMINISTRATION QFFICIAL: Yes, on the tax pieces
and the numbers, obviocusly, were worked through today.

Q Bll the details on the 100, 000 --
THE PRESS: Thank you.

END3:10 P.M. EST
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THE WHITE HOUSE

Office of the Press Secretary

Faor Tmmediate Release Decemicer lb, 1984

PRESS BRIEFING
BT
SECRETARY OF LABOR BCGE REICH,
SECRETARY OF TREASURY LLOYD BENTSEH,
SECRETARY OF EDUCATION RICHARD RILEY,
AND CHIEF OF STAFF LEON PANETTA

The Briefing Room
11:18 AM. EST

MR. PANETTA: Thank you. The purpose of this briefing
is to provicde everyone with greater details on the proposals that
were described by the President last night, particularly Lthe tax and
Lraining plans that are part of the Middle Class Bill of Rights.

Secretary Bentsen will discuss the President's tax
proposgals, and Secretaries Reich and Riley will describe the
President 's training and education initiatives. On Monday, the Vice
President will provide greater details on the dramatic reforms that
the President is preoposing for major departments and agencilies, not
only those that are being used for paying for the tax cuts, but the
broader proposals that will affect other agencles and departments.

Last night the President really did speak Lrom tha heart
directly Lo America's working {amilies about tiheir concerns.and about
their hopes tor the future. As many of you know, this was truly his
speach. This was a speech that he essentially dicrvated inLto a tape
himself. We used that to basically then prepare a final speech,
which he then reworked for the address that he gave. So this truly
was his speech, his words, and he very much wanted to communicate his
convictions to the American people. And he is deeply gratified by
the reaction that has come into the White House as a result cf the
speech.

Q What has that been?
MR. PANETTA: It's been very good, bheen very good.

The President has said there is move in aAmerica that
unives us than divides us; we need to bring the country together and
w2 can't let the voices of anger drown out the need for ddialogue
among all peonle. 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. We'we said the biggest financial strains that face working
families in this country is how do they pay for the education for
children, how do they pay for raising their children, buying a first
home, paying for the kind of catastrophic illness that can affect
every family. Those are the real needs facing working families, anch
it was to those needs that the President addressed this plan.
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The President has been saying for Lthree years that Lhe
tax code is unfair to middle-income Americans and that they needed (o
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 for 15 million families. That proposal was enacted as part of
the economic plan. This proposal completes the fulfillment of the
promise that the President has made.

These proposals are fully paid for by reducing
government and cutting spending. They're targeted at middle-income
working families, and frankly, the Republicans, in contrast, have yet
to say how their propeosals are paid for. Some of them approaching
almost $300 billion in promises, and they provide enormous and
unneeded berefits to those at the upper-income brackets.

The tax cut, as [ said, is fully peid for by the
Prasident’'s effortc to reinvent government by making it smaller and
more affective. We've already reduced federal empleoyment in the
government by 272,000, the lowast level in 30 years.

The steps we are now Laking make radical relorms in
three departments and two agencles, and that is just the beginning.
The President 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 the deficit and
make government smaller and more efficient. The savings we are using
to pay for the tax cuts are specific and real.

As you know, there is $24 billion in savings from
reforms in the Departments of Energy, Housing and Urban Development,
and Transportation, as well as the General Services Administration
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 enacted, there was
a freeze on discretionary spending for five years, basically holding
spending at the '93 levels for '94, 'S5, '86, '97 anc '88.

We are extending that hard freeze on discretionary
spending fer 1999 and the year 2000. That produces, in and of
itselft, 552 billion in savings. We will specify, as we have always
had teo specify when it comes to that kind of hard lreeze, 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 '99 and 2000 as well.

I would urge you -- I would urge you L¢ hold the

Republican proposals to the same kind of test that we have met in the

proposals that the President has presented. Are they targeted to the
middle c¢lass? Are they targeted to working families in this country?
Are they tully and honestly paid for so that the deficit does not
increase? Fundamental tests we worked on these last two years is Lo
reduce that deficit. We've got $700 billion in deficit reduction.

It is essential that nothing be done here to increase that deficit.
If they meet those taests I think we will be able to work Logether and
we will be able to assist the middle class and keep the economy
moving forward.

In the end, ladies and gentlemen, as the President 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
$87 billion over those two years. And we're not going to spend one
cent of that; we're not going te let that be turned back. I sat
through those long sessions as we made the tough choices as to where
we're going to make those cuts, and we cannot see a situation where
we see ir turn to something that is rosy scenarios. We saw tchat in
1981, and we saw a situation where the deficit -- if you could do
away with the increase in the deficit from 1981 to 19%2 and the
interest we paid on that, we would have had a balanced budget and in
this coming fiscal year, would have a $50 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 loock at
what we're seeing from some of the others and some o! 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 our progress on that, because we have been able to
cdownsize this government and are going to continue to do that, he is
now ready to fulfill his promise on a middle-income tax cut. He is
also ready to fulfill the promise, the specific child tax credit, and
now let the taxpayers benefit from what we've been able to
accomplish.

' What you heard last night were propesals that have long

‘ been Democratic proposals: IRAs -- I worked on IRAs from the day I
went Lo the United States Senate. We passed ic in 1974, In '76 we
expanded it to nonworking spouses. In 1981 we increased the amount
that could be contributed to $2,000. And we tried other things
through the vears. You look at the President's 1RA proposal. It is
very similar te the one in H.R. 11 that had the Bentsen-Roth IRA
proposal in it. [t passed both the House and the Senate with a
majority supporting it -- bipartisan -- but it was vetoed by
President Bush.

Or take the tax credits for children. Vice President
Gore and I proposed such things in 1992, and President Bush vetoed
it. President Clinton promised that in his campaign, and we have now
reachecd the point 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 their 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 percent 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
a 810,000 deduction lor expenses, as much as that, in going Lo
college. '

Let me also get inte the point as to who is being helped
in this regard. In the share of the tax cuts going o middle-income
families, under the President's proposal, B7 perceni or ithat goes to
people making incomes under $5100,000. In the Republican contract, 46
percent of it goes to that. HNow, who do you think is trying to take
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care of middls~incoms families?

You've haard this, but I want to repeat it. Tha sne
thing wa don’'t want to see2 done is what happened in 1981 with thae
averly optimistic assumptions taking place that ended vp in a bidding
war, & great blg competition to see who could cut taxes the most and
net pay for it -~ the present of the Congress in 'Bl. ¥e cannog and
we will npi lef that happen.

8¢ this is where we're talking abour having a
responsible pregram, a paid-for program, and not one penny of
increase in that deficit. We've learned that lesson. He've come too
far In this budget deficit cutting te let the next Congress rurn back
ard starct cooking the books. The President wants to make things falr
without cooking those books, and that's. the way to do it.

'l Like to turn now Lo Secretary Relch, who is showing
hig greav interest and his strong fesling abour education aad
training, and what's being done in Bhis bg take ¢are of it.

SLCRETARY REICH: Well., thank you wery much, Mr,
Sagraetary.  Lebt me just say that the Secrsiary hes indicatsd two
major areas of contrasts petween the President’s plan and whot the
Repulnlicans have so far pot up. That Lz, one, {iscal responsibilicy
~mowe' e talking about how 1t's paid for: they aran’t.  And number
two, who comes [irst. We're taelking sbour working psople ooming
firsy. .

But there i5 a vthird polint of contrasy. Ii has o do
with education and dob training. It has to do with the way in which
working peopdie in this country can really get ahead. Thera's a great
gap in this country righy ncw, ang 10’8 & growing gap.  You all know
iv: everybody knows it ngw. Ig's related te education. It's a wage
gap angd a benafit gap that is growing. If vou have good education
antd good training, you'rve not guaranteed & good job, but you have a
good shot at a good dob.  I1f vou don't have adeguate education and
rraining, you're on a downward eosgalator.

This has been geing on fer 15 yvears. This is why the
President, when he waz governsy of Arkansas, mede education the
centerplene of his gstrategy &g governor, topk on & lob of special
interests. This is why this President, when he ¢ame o ¢ffice, made
gduoation ang job training and human resource developmant the
carterplene ol niz gampalygn: wanting to do 2 lof., gouldn't do quite
&% much as rm wanted becsuse of that hugs debi that we inhsrited,

Brovhor Riley and ] and the President have acoomplishad
& dob ovee Lhe last two yeprs. There has been & 1ot ol bigariisan
suppery Lor adusstion ang dob training. A lot of fwasricans don't
know the ohings we acscompllished because iv wes bipgoruisan and ecause
Bipgroisanshio doesn o sake such & good spettaunr spori.  But a 1ot
was dosg, ang 8 Lot will be dong.

Ly me just refer, 1% I may, vo this chary over hare.
Thiz chare refers 1o the gap thal I referrad L0 & noment g0 -~ tha
growing gap in wages. ¥hen people who have college degrees and
people who have 1883 than high schosl -~ thess gre men over hera;
thass are woman Over here -- vou ¢an see that one of Lhe big success
srories sinue 197% has besn women who bave college degrees, but they
#0111 have & 1ot 1o cateh up with regerd to maen.

The point is, shough, thet this gap is growing wider and
wider., It's one of the most important, most troobling factors behind
the hellowing ocut of the American middle class. It is vigally
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important that we give every working American Lhe tools with which to

prosper in this very different economy -- based on technology, hased
on global trade. And that's why a major part of the President's
proposals -- a major part -- is a deductiorn of up to 510,000 a year

for families to get education and training and jeob training and
continuous training.

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
additienal training. You want to take some time, get scme additional
training. You c¢an do that on the jeob: up to $10,000 deduction.
That's why the President emphasized the importance of taking the grab
bag of lederal adult job-training programs we have now and 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
training they need, when and where they need 1it.

N That's why the IRA also permits deductions for
education. This is a major education and training initiative. This
is not just & tax cut. This is an investment in the f{uture
prosperity of working Americans.

Now, contrast this with what the Republicans are talking
about. The Republicans have not dictated -- not indicated with any
specificity what they want teo do to pay for all the tax cuts they are
talking about. The few indications they've given -- and I'm guoting
now =-- few indications =-- they've not talked about how they're going
Lo pay, but a couple of things they have menltioned: Lhey want to cut
student loans by $9.56 billion. Right now, because of the student
loan program -- right now, if you're going to colleqge, or if you're
getting training, you don't have to pay, you get basically an
interest free loan during the time that you're in school. They want
to gelt rid of that -- $9.56 billion they want to take away from
student loans.

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? A&nd I'll tell you, educaticn and training, this is the proof
ol the pudding. Look at that premium that comes with education and
trailning -- no guarantee you're going to get a great job, but if you
don't have adeqguate education and training, you're in trouble in this
technoleogical, global economy.

The President 1s dedicated to dolng something about
this, and s2 is the person I'm about to introcduce, my friend and
partner, Secretary Dick Riley. |

SECRETARY RILEY: Thank you, Bob.

Education -- education is the future of this country. I
think all Americans realize that. I think that we realize it for
average Americans, for middle-income Americans; it really is the
foundation {or their economic security. Edugation 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,

All of opur education efforts have been bipartisan.

This proposal of President Clinton gives ramilies and
their children more control and meore skills to enable them to
negetiakte this new, complex econcmy. t's their way to really reach
the American Dream, as the President has said. I think the
President's message is clear, it's basic, it's concrele, and it is
simply this -- that for average Americans, for every kid of average
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Americans, they are entitled to the best education possible. This
propeosal says that in 1ts entirety.

From the child tax credit, all of our emphasis on
families anc¢ parent involvement with children in terms of their
aducation fcr average Americans -- for middle-income Americans, this
tax credit for people with small children will be a tremendous help
to them in terms of what 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 te atfford and to
justify the savings of their expense for college.

The IRA's was discussed -- expanded to clearly make it
so attractive f{for, again, savings for use of funds for family
education for middle-class Americans.

All of these programs -- all of them, are pro-aducation;
they're important. It is taking a major pelicy, & tax cut for middle
Imerica, and having it drive a very important policy: support of
gquality education, of advance in education and of Lraining fo:
middle-income Americans.

I want to ask every parent in America 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 teo you as a family
of a working-class family in this great country.

Q 1 have a question for any of you. Do you believe
1{ the results of the elections last month had not been different,
that the results of the election 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 here announcing a
strong educa=-ion program and a middle class tax cut. I think all
hmericans expressed themselves in the election and as the President
said, certainly it- showed to him that a leot of those strains, those
difficulties that he had been talking about and concerned about, that
they were, yes, even worse. So I think it did cause the President to
none in on this issue.

SECRETARY BENTSEN: Let me further supplement that by
saying the President has stated over and over that he had a four-year
program, and he was going to go through these commitments and fulfill
chem, as we could afford them and as we made the headway Ln cutting
that deficit. So it has bheen a planned progression, staving within
the budget limitations.

. 4] Why are none of these breaks aimed at parents with
teenage children who aren't in college? It sort of stops between 13
and when they go to college. Do you not feel that these families are
suffering the same kinds of difficulties making ends meet?

SECRETARY BENTSEN: 1I'll be very candid with you: We
did what we could afford, and stay within our budget limitations, and
see that every cent was pald for. 1 would not be standing here if I
had not been convinced of that.

0 Can you say why the particular departments and

agencies are being targeted? And what are you going to do to protect
OSHA and all the safety regulation that have protected Americans
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through the vears? Because bthey ssem Lo be vary cacgsted thase doys.
Are you going to let it all go down the drain?

SECRETARY REICH: Well, let me reasssure you, and let me
rangsure svery working Amsricsn: We are not golng Lo compromise the
safaty or the health of working people. We're going to fight. If
Rapublicans want Lo teke away tUne protections, they're going Lo have
a majer fight on thelr hands,

Q Secretary Bantsen, you gBay thay the Prasident had &
four-vear program, But che rasgructuring couid have caken place
beicre now, the exgension of the hard {regesze fn giscrapionary
spending could have meen pur into gffect befare now. If all this is
s good, why did it take vyou 8o long to come gp with thisg?

SECRETARY BEKTSEN: YWhy does 1¢ take us 3¢ lonyg when
we've Deen able Lo make an $87-hillilon cur? We've made encrmous
progress, wae've gob vou E0 a8 sliustion where vou have the smallest
number of gevarnment emplovess as related o the oversll employment
of the gountry that vou'iva had in sbout 30 years. It is a
progression that has been taking place, and a tough one, We fowght
that hudger through and won Lt by one vete. We had the GATT to take
care of, we had NAFTA to take cars of. We have seen g creation of
‘ops of over Five million, 1§ think we've done pretty good.

SECRETARY REICH: 1f | may just add one thing., There's
an lrony hers; let’'s be cendld abour ¢, The Repuplicsns. over 12
years, went from a debi of 81,5 wtrillion o 84 sriliion. Thay
expanded the debt in a way vthat no administration. no sat of
administrations have ever gxpanded 1.

Today, 28 cants of every dollar that Amgricans pay in
persenal incame tax goes Lo paying the interssyi on the debt
accomalated over the last two adminisyrations. ¥e had no chancs., We
Bave QOT Lo g8t our sconomic honss in order as a £irst priovity.

3 Some soonomists have suggested thag a tax gut a
whis poing would bBe bad for vhe esonemy. They ralse faars that it¢
would overheat the scopdmy, ralse inflstion, prompt the Fed to
increase ratvtes. Ogher sconomists say the [ax break iz so small, (he
tax cur 1% §o small, iu won'y have any efifect op the econpmy ong way
or the orher,  What's your take on ohis, gir?

SECRETARY BENTSEH: My take on iv is if we didn't pay
for this, these sconamists that say that you would take iv away from
the peeple by an ingrease 0F interest raves are absolutely right,
And that's why we fought s0 hard L¢ see that it was pald for to the
penny. Angd chat hasg been acconmplished,

How, under the other proposal, some of those that are
nol paid for, 1t will add o that defigiv. They will do just what
those stonomists are concerned about.

How, Ingefar as the individeals, vou rry 1o Lell someons
rthat 1 we're going to give them a 20-percent vul for a iamily of
four - when this is fully phased in, a fardly making 350,000 & vyear,
that you're going to give them a 20-percent cuy in thelr income vax,
and bty 1o say that is not significant? I must say thatr [ want to
compliment those pecple that are making so muach money they des't
think it's significant. But you talk to someone ashout a $i000 cur,
and that is meaningful.

9] in arder to way for this, you will nave o chapge
the budger law, 1s that not ¢orreot?
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SECRETARY BENTSEN: No, we will not. No, no.
0 But you're using discretionary spending --

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

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, and the Vice President will get into those specifics on Monday.
But we lollowed Lhe budget laws and we pay for il zach and every
yoar,

9] Secretary Bentsen, capital gains did not make the
cut last night. Does that mean the administration would rule out
accepting scme capital gains cut that might be passed by tne
Republican-controlled Congress?

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

0 Mr. Secretary, the President said last night he
challanged the Congress to pass this program without new cuts in
Social Security or Medicare entitlements, but there were some cuts in
'3 that are, I think, supposed to sunset around 1998 or something
like that. Would he rule out continuing in force previously made
cuts -- would he count those as new cuts, or would those be old cuts
made new again?

SECRETARY BENTSEN: Well, I think we'll gel inteo the
specifigs of that. You're talking about a continuation of some of
those, and you have quite a number of them. Let me give you an
example. Yeu've got -- like R&E, for example, those types of things
-- those decisions we're making, but not ready to comment on at this
Lime.

8 Secretary Reich, would you talk about the IRAs, and

aren’'i you using the same trick that the Republican ¢ontract does in
backloading it, therefere pushing the cost cut beyond the five years?

SECRETARY BENTSEN: We're doing what they are not doing.
You see, they're backleading it and insisting it has to be done that
way. We're doing where vou can take a deduction on the front end, or
you can put your money in without a deduction and take 1t 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 te give an estimate of what
the loss will be for the next five years?

SECRETARY BENTSEN: Oh, yes. AL this point, no --that's
where the Vice President is getting into those details. But we
obviously have that estimate and figured it in.

Q0  Could you tell us a little bit about the job
training changes in the voucher system?
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SECRETARY REICH: Yes. With regard to job training, our
proposal is to take all the adult job training programs and ]
essentially get rid 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
who cannot take advantage of the tax deductiens because they don't
have adequate income, can get the training and the education they
naead, when they need it., They can exercise consumer choice.

We alseo are going Lo give them good inloraation -- one-
stop shopping -- good information about where the jobs are, what the
jobs are, what training is required, and regquire that every
instituticn that provides jeb training puts inteo this data bank
information about their success at joh placement, so0 individuals can
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? W®Why aren't the Bmerican people entitled to those --understanding
what those costs are?

SECRETARY BENTSEN: Well, they're going to have that,
and that will be stated. I said that earlier. And that will be on
Monday -~ on Monday as we go into the details of where the savings
are and what the costs are.

0 Do you know, sir, what they are?

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 long~ternm deficit reduction: Your own projections show the
deficilt turning up as the decade preogresses. Is Lhe President still

committed to getting rid of the deficit entirely, and will we ever
see & package from him to get rid of the deficit entirely?

SECRETARY BENTSEN: As we progress, you'll see further
things done. ©One of those things will be obviously in health care
costs -=- in health care cost containment, and you'll see additional
savings coming about. And ycu're going to see some reduction of the
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 $50-some billion that we're
talking about on the cap on discreticnary spending, and additional on
reinventing government.

SECRETARY REICH: May I just say one thing? When the
mmerican people are asked to compare what the Republicans come up
with to what this President has announced and what he is committed to
-- let Lhem consider at least three issues: One, who is fiscally
honest, who's is going to aciually pay for these cuts and these
invesgments; two, who is putting working people first; and three, wheo
cares most about giving people the education and training, and the
tools to get ahead.

] What happened toc putting politics last? We'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. Isn't that putting politics ahead of economics in this case?

SECRETARY REICH: Working people in American have
benefitted enormously from the progress we've made in getting the
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darficic down.  Therg are mors than Iive million new jabs,

most ©f

chem googl jobs. Bug we have 1o keep fighting, and keep fighuing

hardey. One messags of zhis eleczion was thay it is
gabple are hurbing ocut thare, people want more. they
Wa're going LO ralse wages, we ars not golnyg to stop
working peoplie have a better pesition in America and
are better in America.

THE PRESS: Thank you.
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release February 13, 1295

FACT SHEET

The Middle-Class Bill of Rights Tax Relief Act of 15§55

l

The President today transmitted to the Congress a legislative
proposal entitied the "Middle-Class Bill of Rights Tax Relief Act of
1895." This proposal would implement the three tax-related proposals of
the Middle Class Bill of Rights annocunced by the President in his
address to the Nation of December 15, 1994. The fourth element of the
Middle Class Bill of Rights -- not included in this legislation -- is
the GI Bill of Rights for America's Workers, which consolidates 70
Faderal training programs and creates a mor2 eflective system tor
learning new skills and finding better jobs for adults and youth.
l2gislation for this proposal is being developed in cooperation with the
Congress.

The major provisions of the Middle-Class Tax Relief Act of 1985 are
described balow.

Child Tax Benefit

A 5500 nonrefundable credit will be allowed for each dependent
child under the age of 13. The credit will be phased out for taxpayers
with adjusted gross income {AGI) between 560,000 and $75,000. PNo credit
will be avallable to taxpayers with AGI in axcess of $75,000. The
maximum credit will be $300 in 1996-98 and 3500 therearfter.

Deduction for Postsecondary Education Expenses

A deduction 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 (l.e., persons for whom
the taxpayer is otherwise entitled to claim a dependency exemptlion}.
This deduction is used in determining the taxpayer's AGI and is
therefore available to nonitemizers as well as itemizers. The maximum
allowable deduction would be phased out for taxpayers filing a jeint
return with AGI {(before the proposed deduction) between $100,000 and
$120,000. ‘The maximum deduction will be $5,000 in 19%6-98 and $10,000
therealter,

Zmpansion of Individual Retirement Accounts

This proposal would expand the availability of deductible
individual retirement accounts (IRAs) to families with income under
$100,000 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 IRAs would be permitted for higher
education costs, first home purchases, long-term unemployment, and
catastrophic medical costs and long-term care. Taxpayers who forgo a
deducticn and elect the "Special IRA" could only make tax-iree
withdrawals Lf they kept the 'funds in the account for over 5 years.
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THE WHITE HOQUEZE

Office of the Fress Secratary

for immediats Relzase Fghruary 13, 1985

T4 THE CONGRESS SF THE UNITED STATES:

T am pleased o transmit foday for vour immedlate conslderation
and enscrtment the "Hiddle-Class 811} of Rights Tax Reliefl Act of 1985."
I am alsc sending vyou an explanation of the revenue proposals ¢f this
tegislacion.

This bill is the next step in my Adsinlsirevion's continulng effors
Lo raise living standards for working families and help restore the
american Dream for all our peéople.

Eor 2 years, we have worked hard to strengthan our economy. We
worked wich the last Congress fo enact lagisiation that will reduce the
annual deficits of 1994-88 by more than $600 hlllion: we Creatsd nearly
6 million new jobs: we gyt texes for 15 millisn low-ingome families and
gave tax rellief to small busingsses: we opengd export markets through
giobal and reglional trade agrsements: we invastsd in human and physicsal
capital Lo increase produstivity: and we reduced the Federal Government
by more than 100,000 poesitions,

With that strong foundation in place, I am now proposing o Middle
Class Bill of Rights. Despite QuUr progress, o0 many Anericans are
still working harder for less. The Middle Ulass 8111 of Rights will
a2nable working Americans te ralge thelr families and ger the sducavion
and training they need to mest the demands of a new global sconomy. It
will let middle-income families share in our econtmic prosparivy today
and help them build our sconcnic prospsrity LOMSIIdw.

The "Middie-Clasas Bill of Rights Tax Relisf Ast of 1985 incliudes
three of the four elements of my Middle Class 8ill of Rights., First, it
offers middle-income families a $500 vax credit for sach child under 13,
Second, it includes a tax deduction of up te $14,000 » yenr te help
middle-income Americans pay for postsscondary education expanses and
training expenses. Third, it lets more middle-~ Ilrncoms Americans make
rax-daductible contributions to Individual Retiresment Acoounts and
withdraw frem tchem, penalty~Ures, for the «osts ol =ducation angd
craining, healih care, tirst-timg homa~buying, leong perieds of
ansazloyment, or'the cars of an 11l parent.

The fparth slemant of my Middle Class Billl of Rights -- not
included in this leglslation =»+» 48 the GI Bill for Americn’s Workars,
which gonsolidates 70 Pederal tralning programs antd crestes & mors
z{fzcrive syshenm For leserniny new skillg and finding better jobsz for
agdults and youth,  Leglslavion for this proposal s being developsd in
cooperation with the Jongress.

I8 enacved, the Middle Class Bill ol Rights will help kezp the
American Dreawm alive for sveryone willling te reks responsibilicy for
chamselves, ubelr {amilles, and thelr futurses, And 1L will not burden
our children wilth sare <dsbu. 1o my flscal 1986 budget, we have found
enpugh savinggd not only Lo may for onilw tax bill, but &lso Lo provide
ancrher BB billion in defleic redustion between 13H6 and 2000.

This legislation will restors fairsess 10 cur Lax systam, let

.
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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 natieon in the

world. I urge the Congress to take prompt and favorable action on this
- legislation.

+

WILLIAM J. CLINTON

THE WIITE NHOUSE,
February 13, 1995.

11i1p:££mwwpu.1b,whiLch0usc.gow’uri-rcsil2R‘:’um:pdi:ffomzwop.goxnusf1_‘)9Ss’2fl4f’3‘tcxl‘l ' [/11/2001



r/ CCT=12-98 19.24 FROM.OND 1D PAGE 14

] ,a‘..

Note for Gene Sperling
Miks Smith
Les Samucls
Mark Mazur

fwm:) Ken Apfel
Re; ‘ Tudtion Tax CredivDeduction

.

Date:  10/13/95 | o -

Here is the short summary of costs and other issues raised by the current Vfr&i@n of the tultion tax
credit/deduction proaposal. The paper reflects Education and Treasury comments,
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Proposal to use tuition 1ax credits/deductions to guarantee some college education for every
American '

CURRENT DESIGN

The proposal would medify the pending education tax deduction in the Middle Class Bill
of Rights OMCBR) 4nd replace it with one that would targer degree-seeking undergraduates
enrolied at {east halftime. The proposal would prowvide:

{1 1st- and 2nd-vear students with a refundable tax credit for tuition paid, net of any
Federal {e.g., Pell} and non-Federal grant a student recetves, up to a maximum
credit of $1,200; and

(2} 3rd- 4the and Sth-year students with a tax deduction for tuition paid, net of any
Federal and non-Federal grant a student receives, up 1o 2 maximum of $10,000,

Treasury estimates that it will take a week or more to develop models providing the
capability 10 analvze 2nd estimate the revenue effects of the curreru proposal or altemnative
approaches. It is likely that Treasury will be occupied with analyzing and estimating the Senate

tax provisions, swhich may delay the modeling of this proposal.

. SSUES

1) Cost

Preliminary estimates from Treasury indicate that the new propasal would be substantially
more expensive than the one in the MCBR. The MCBR 1ition proposal would cost
approximarely $5.9 billion annually when fully phased in at 1996 income levels. Using
comparable income data, Treasury’s prefiminary estimate is that the new proposal would cost $10
billion annually,

¢ Changing from the MCBR tax deduction to z refundzble tax credit of 1,200 for the first
two vears of schooling would, on zverage, provide generally larger benefits,

o The reciptent population is much larger for a refundable credit than a deduction because it
extends benefits 10 many who would not have any tax Bability, or a substantial enough
Hability to benefit fully from the deduction.

) The MUBR provided the 310,000 1ax deduction per family unit, whereas this new
proposal would provide the tax credit for the first two years on a perwstudent basis, and
the tax deduction for the later years of schooling on a per-family basis.

Q Like the EYTC, the refundable nare of tha credit would result in scoreable sutlays,

@ 1
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. o The above cost-increase factors are far larger than the cost reductions that occur from
marrowing the scope of the program discussed below in item 3. (We are as yet unable 1o
estimate the effect of program interattions. )

Some of the cost increase could be moderated by alternative phase-in paths for coverage and for
size of benefit, benefit phase-out options, or other paramerer changes which can be modeled once
Treasury’s system iy available.

2) Tax Policy i'ssucs

o  Providing 2 refundable tax credit will mcreass the number of returns filed, adding burden
and cost 1o IRS..

o Detenmrination of when an individual s 1st- or 2nd-year will be difficolt for the studsnts to
" determine and very complex for the Federal Government 1o validate, requiring schools 10
- provide validation and deal with student queries. Schools will not welcome this role.

o The biggest compliance issues encountered with hoplementing the Eamed Income Tax
Credtt arise from venfying family structure and the existence of children. These same
1ssues would pertain to the nition tax credit.

. 3} (;ovei*ag;c of the Proposal Compared to the MCBR

o  The proposal targets 2 smaller number of students than the MUBR by excluding (2}
stuclents enrolled less than half time in degree-credit programs and (b) ali students at
graduate schools and in sub-associate degree and non»rfegre&«crcdn programs. Treasury
will need 1o model costs for altermative covearage oplions.

o A major factor in the Administration’s job training strategy is financing skill enhancermen
through grants at the sub-degree level, especially n community colleges. Eliminating
ehgibility for non-degree students in this initiative could call into question the prier
copTniment,

»

4} Effect on Administration’s Student Financial Aid Policies

o The Federal Government already guarantees financial access 1o postsecondary education
through a combination of grants, {oans, and work study. Grants are now reserved for the
needy. Expanding “grants” 10 the non-needy is & major change in policy and could raise
guestions about appropriate allocation of benefits between needy and non-nesdy families.

0 All srudents enrolled half-time or more are currently entitled 1o a Federal direct or
guarantesd foan, regardiess of family income, Maximum loan limits are currently well in
excess of $1,200. Administration policy has supported direct lending in order, among

-
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other reasons, to provide income-contingent repayment ta all borrowers, 20 that
regardless of debt burden, no srudent pays more than he can afford, A new policy of
providing cash benefits through a refundable credit may be taken as a sigrial that
Administration commitment 1o direct foans with income contingent repayment has
changed. .

3} Unintended Consequences in School Pricing

o

Tuition tax credits could provide an incentive for States and private institutions to increase
their tuition and fees, or 10 mask cost ingreases for yoom and board as tuition and fee
increases.

&} Higher Education Community Reactions

&

The MCBR 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 z farger proportion of public institution
costs than costs at the more expensive private institutions. A refundable cradit may
exacerbate this perception, and thus would be viewed suill more adversely by privare
coliege associations.

Associanons representing groups excluded from coverage compared to MCBR (non-
degree students at community colleges, for-profit trade schools, and elsewhere; graduate
students) will likely oppose the proposal.

The higher education associations in generai will probably oppose this proposal or give it
only lukewarm support since they will view it as a retreat from need-based zid and, as
noted above, will oppose reporting burdens and administration costs.

L ¥ )
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Pf)SSIBLE PROPOSAL TO GUARANTEE ACCESS TO ALL
FOR FIRST TWO YEARS OF COLLEGE

Objuctive: To provide ail students a guarantee of free muition for the first two years of
postsecondary education,

Proposal: Tax credit equal to average public two.year mition for all degree-seeking
instinurions,

Estimates: Quick. rough gstimaws for FY 1997, probably undercstimates because they

do not adjust for induced enrollment effects or nondegree programs and
students swiching to degres stams. On the pther hand, the estimates
assume all enrrent first and second-year students participate in the first year
of the program. It may take several years fo reach Igg% participagon,

Options: Optlons I and I provide guarantee through tax ci?edlt ondy (tax credit
supplements existing Pell Grants and other studant aid).

Qprion ] - Provide full tax credit ($1,200) to all first and seCond-year |
students,

- 8.5 million full-time equivalents (FLE)
- $7.7 billion

Option I - Phas¢ in — provide full tax credit to freshman only

« 3,5 million FTE
- $4.4 hillion

Ontions I, IV, V and VT pravide guarantee through combination of
tax credit and Pell Grants. Options I and IV subtract the estimated
tuition portion of Pell Grants; Options V and V] subtract the entire Pell
Gram zmoust,

Opgon I - Subtract uution portion of Pell Granes (estimawd) from tax
credit for all first and second.year smudents.  [Note: Estimate based on
witdon and fevs 4y 4 percent of wtal sdent charges (inciuding room.
board, ew). Pell formula does not separate tzition and other expenses in
determining e Pell amount.]

- $6.5 biltion



Onption TV - Subtraer wition portion of Pell Grans from tax credic for
freshian only. [Note: Estimate based on mition and fees as a percent of
toral student charges {including room, board, ey, Pell formula does not
separate wiition and other expenses in determining the Pell amount.]

- 3.5 billion

Option ¥ - Subtract entire Poll grant amournt from tax credit for all first and
second-year students |Note:  This opiion assumes Pell grants are used ©
pay tuition first. A reasonable assumption in terms of how schools credit
accounts; however, this would mean that many Pell grant recipients wonid
not receive any additional benefit from the tax credit.)

- $5,.3 billion =

Option VI - Subtruet entise Pell grant amount from tax ¢redit for freshran
ocaly.

- §2.9 billien

FES
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Estimated Cost (Revenue Loss) of the President's
Middie Class Bill of Rights
FY 1098 Mid-session Raview Estimates for the
Postsecondary Tuition Deduction,

Fiscal year Billions

1886 $G.7
1687 4.7
1998 5.0
1999 5.8
2000 7.8
2001 : 78
2002 7.8

2003 8.1

2004 - 8.3



BT R S A

Estimated Cost {(Revenue Loss) of the Presidents
Middie Class Bill of Rights
FY 1006 Mid-sassion Raview Estimates for the
Postsecondary Tuition Deduction.

Fiscal yaar Biliions
1986 $0.7
1807 4,7
1888 5.0
1989 5.8
2000 7.8
2001 : 7.8
2002 7.9
2003 8.1

2004 . 8.3
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" T Pell Grant Initiative. 1 have had cony€rsations with Congressman Chaka Fattah about getting
Democratic support in the House for our higher education agenda and how important the Pell
“Grant expansion is to the support
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He has a legislative idea whicl{ I think is terrific. It would select thc\poorest children in the

~ poorest areas of the country.s 400,000 children -- and essentially give them their Pell Grant \
Scholarship in the 6th gradg as a way of letting them know that if they graduate from high school ii E“
they will have the same opportunity of middle-class students to attend college. This is a way of
building off the Eugene Lang mode! 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 formula can be targeted to ensure that

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

_ From a budgetary perspective, the idea has no cost until the kids reach 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, [ 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, [ will run a policy process to sce if there is
interest.

Hispanic 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 formulate

further ideas. Bruce Reed, Maria Escheveste and 1 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 catled 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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. THE WHITE HOUSE
WASHINGTON

January 9, 1596

MEMORANDUM FOR THE PRESIDENT

THE VICE PRESIDENT
FROM: BRUCE REED
GENE SPERLING
SUBJECT: CABINET RETREAT BRIEFING:
EDUCATION ISSUES

1. Overview

The most importan! thing this Administration can do to preparc America for the 21st
. ceatury is to mise the level and quality of education for all our people.

Twice before in the 20th cemtury, Americs ed the world in expanding education
opportunity for its citizens: first, by making high school universally available in the first
great transition from fanm to factory; and second, by expanding access to college through the
G.1. Bill during the second great transition to 4 booming industrial economy. Thess great
comumitments built the broad American middle class and enabled this catmtry to enjoy the
most pmspcrous century the world has sver known.

We are now in the midst of another great transition to an information age and a global
cconomy —- and onee again our success in this transition depends on education. All
Americans dessrve the opportunity and the chalienge of an education that gives them the rools
to make the most of their God-given potental,

II. Key Legacy Objectives

Education is at the heart of your strategy for economic growth and national unity, as
well as your fundamental governing philosophy: that all Americans should have the
opportunity to get ahead and take responsibility 1o make the most of it. The depth of your
experience and commitment to education, the amount your Administration has already
accomplished, and the sweep of your agends give you the chance to leave a lasting legacy as
. the Education President.
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The Administration has already established Direct Lending and Nations! Setvice
programs which make it casicr to borrow or earn the money to pay for college, and has
launched & naticowide effort 10 build new paths from school to work. It will make a
difference in ensuring that schools of the future strive to meet high standards and use 21st
ceotury technology. And it will kelp guarantee that parents can send their children 16 the
public school of their choice, including charter schoals. The following areas of education
stand out as key clements of your cducation legacy:

A. Standards of Excellence for All

American students are making progress in reading, science and math, but still don't
measure up o the standaxd they will need to compete in the next century. Qurgaaiistha:
ope day America’s grade schools.and high schools are the eavy of the world, oot just our
colleges and universities.

You slrzady have an ambitious agenda to maise the quality of clementary and
secondary education: public school choice and charter schools to increase acoountability; an
army of tutors and volunteers to teach reading; education technology and school constraction
to modernize our schools for a new century; school uniforms, ttuancy enforcement, safe and
drug~free programs, religious expression, and character education 1o promoic our basic
values. As you set ouf to build and secure that legacy, the greatest remaining challengs is
what 10 do next to advancs the standards movement that began with Goals 2000.

The need for higher standards in core subjects is clear. On the most recent National
Assessment of Educational Progress (NAEP), 42% of the 4th graders did not attain the "basic -
level® of proficiency (this finding is an important basis for your America Reads initiative);
and on the Third Intercational Math and Science Study- (TIMSS) of 41 uations relzased last
fall, U.S. 8th graders performed below the international average in math and slightly above
the international average in science. According to the TIMSS study, one major explanation
for the continuing low performagce in math is that neither teaching nor textbooks in the US.
reflect high standards.

While there bas been considerable activity at the national and state level to develop
standards in a varicty of academic subject areas since 1991, the results have been quite
mixed. Voluntary pations! standards have been developed by subject arca specialists in
virtually every discipline. Some, such as those in math, science, geography and civics, have
been well received in the sducation conumusity, have received at least tacit public support,
and have been valusble tools to state and local officlals developing thelr own academic
standards. Cthers, most notably in history and English/language arts, have been highly
controversial and are little ussd,

Srate experience with the development of standards has beon mixed as well, Forty-
eight states are developing, or have developed, standards in core academic subjects (Towa and
Wyoming have left this task entirely to the local level). This is powerful evidence that the
standards movement is taking bold on a large scale. However, almost every knowledgeable
observer believes that the guality of these state standards is highly varied. For example, an
AFT survey released last summer indicated that fower than fifteen states had developed clear

2
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and specific standards, while the others wers too vague and general. A report to be wieascd
pext week by Education Week affirms these basic findings.

Public support for raising academic standards and measuring progress is broad and
deep. This is especially true for national standards and tests. At the same time, the political
cbstacles to sctting challenging standards have been considersbie. The bipartisan
Congwssim&i support that led to the enactment of Goals 2000 is ypuch more polarized now,
in particular around the issuc of standards. As was evidenced at the National Education
Summit between governors and business leaders last spring, state political leaders are also
less united than at the 1989 Education Summit, and less sure nbout how best to proceed.

In short, the progress in the movement to raise standards has been considerable over
the past four years, but the pace is slowing, the quality uneven, and the time is right for bold
leadership to spur additionsl action.

One bold approach would be 0 promote national tests in the core subjects of 4th
grade reading and 8th gaée math, based on the existing NAEP and TIMSS tests.

The essence of ttus proposal is to transforem cach of these assessments into tests that
will produce individual scores, and then actively challenge states and school districts to adopt
thern as their own. This would be the fastest way for states to put into place high quality
tests aligned with rigorous mationsl and/or international standards, and to enable students and
their parents 1o leamn how well students 2ad schools are performing compared to state and
. national standards, to students and schools throughout the nation (in reading) and to

international benchmarks (in math).

We could also promote the development of @ high school level wst and/or promote
state graduation exanss and policies requiring students to meet standards before moving from
one school level to the next. At the same time, we could highlight a combination of
successful national, state, and local efforts to raise starlards and measure student
performance.

This approach provides bold lesdership, and can transform the debate about national
standards by focusing it on concrete issues of reading and math. It holds the promise of
providing parents end students with accurate information about student performance against
challenging standards more quickly than most states would if they continue on their current
paths. The main downside is that it has the potential te reignite a debate about federal
intrusion in education, especially since both tests have been developed with federal funds and
with a federal imprimatur.

B. 21st Century Schools

A sceond, complementary approach to the national standards proposal is to continue
the cffort to build 21st Cantury schools and classrooms for all — s0 that every school and
classroom provides a modern, safe environment and is equipped so that sll students and
. teachers can learn interactively in school and at home through engaging software and
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discovery leaming on the intemet  Two major themes that you can consider are the
following:

* Mode Clas : Few institutions have changed as
tittle during :ia: past ccnmzy as the classroom. Our combined cmphasis on education
technology, school construction, making our schools environmentally sound and after-
school care is a comprehensive effort 1o modemize the classroom for the first time in
generations so that we are yeady for the 21st century. This theme pmvzdcs a broader
thematic structure that various sub-proposals.

) ¢ Nation Topether by Ensuring Universal Access to infmmaiiog
‘ ‘rechnolr:gx Without care, sccess to information and educational technology could
divide the nation the way that race and income have in the past, with children who
have early access to the internet and the world of education technology getting ahead
and those who do not falling hopelessly behind. It would be a legacy of considerable
significance if the President helped ensure that every child was technology literate and
had access to the information age. For the £rst time in our history, every child ~-
regardiess of income, race or background ~- could have the same access to
information everywhers. The intemet can put millions of computers and thousands of
libraries on even the poorest cizsid's desk.

The attached memo by Greg Simon and Jim Koblenberger gives & good overviow of
our initiatives and objectives. We should continue to look for bold goals to mobilize the

. private and public sector. One idea -~ that fits our goal of every child reading by 8 years

old and being on the internet by 12 years old ~~ is to ensure that every 6th grade teacher bas
solid education technology and internet training by the summer of 1998, We could call for |
summer sessions in universities in all 30 states in 1998 for 6th grade teachers and ask our
new private sector CEQ group to help mobilize it,

C. Universal Access to College and Lifelong Learniog

In the fast four years, you have done an enormous amount 10 open wide the doors of
college. With the agenda you have spelled out for the next four years, you can sccure a
formidable legacy in expanding access to college and lifetime leaming,

1. Two Year, 1997-1998 Push for Guaranteed Colleze Education: Between the
improved student loan program, income contingent loans, national service, our fucreases in
the Pell Grants ~~ and the new education tax cuts we are proposing = we will have a
structure that ensures that through loans and grants, every young person who wants to can be
guaranteed a nigher edacation. Stressing this idea this year, hawever, could actually
undermine our push for the Hope Scholarship, our $10,600 cducation tax cut, and our major
increase in Poell Grants. Therefore, we could spend 1997 on the theme of making 13th and
14th grade universal, and set out to enact those proposals as well as the TRA for education.
We could also make & communications cffort in 1997 to promote;
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- College Free Savings: We can-better promots the notion that with IRA and
$10,000 education deduction, working families can engage in tax—free savings
for college cducation.

£¢ i paign: We must continue to suppaort
and ﬁgh: for our dm:ct l:ading pmposal but we could also start & more
explicit campaign to promote our pew innovation: pay—as-you~carn.

In 1998, we could launch a national camapaign on the theme that every American child
is guaranteed financing for a college education. This would include a clear booklet showing
how everyone pow can obtain financing for college, and major joint campaigns with high
school counselors, parcnts groups, etc.

Acditional ideas that could be considered would be to officially make Pell Grants an
entitlement to build on this message, or o more explicitly loak for ways to encourage many
states to imitate the Georgla Hope Scholarship. Pell Grams alresdy function as an entiticment
on the discretionary side, yet putting it on the mandatory side could be joined with possible
GI Bill Proposals to make the notion of a "guarantee™ ar “entitiement™ more explicit, The
downside is that somc fear that the perceptions of "entitlement” could be negative even in the
college education perspective.

2. All-Qut Push For GI Skill Grant Proposal: One of our best chancss for Iasting
structural change is in the arca of job training, While many Republicans insist on reforming
training programs through a cut and block grant approach, several Republicans — including
Jack Kemp and Yobn Kasich —— have shown real interest in the notion of consolidating
programs and then creating a more market-oriented training system in which we use skill
grant/vouchers to empower people directly. In 1995 and 1996, we laid relatively low while
we worked to get the bill passed. This year, we need to more publicly call for the G Skill
Grant propossl, and 2 Thore clear presentation that we are the ones secking to empower
individuals directly, while those calling for block granting are simply seeking 1o shift the
program from-one burcaucratic structure to another.

-

HI. Executive Action or Legislation
A. Standards of Excellence ~~ 21t Century Schools

The America Reads Challenge, the school construction initiative, and the youth portion
of the G Bill all require Congressional authorization and funding. The Technology Literacy
Challenge requines additional funding. The testing and standards initiative can be carried out
primarily through executive action and Presidential leadership.

B, Universsl Access to College and Lifclong Learning

The Hope Scholarships, educstion and training tax deduction, expanded IRA, and basic
agreements on student loans must be achieved in budget reconciliation. The Pell Grant
increase may be achieved through appropriations this year, or reauthorization of the Higher
Education Act next year. The GI Bill requires authorization and funding. Federal Skill

5
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Grants {at least for dislocated workems) might be schioved a5 8 part of a larger mandatory
package in budget reconcilistion or as an amendment to JTPA directed as a part of the final

budget agrecment.

Iv. Coméeﬁzfen with Legacy Priorities
A. Standards of Exceillence ~— 21st Century Sckoois

Republicans will press for vouchers. A few Republican goverpors and some
congressional Republicans will seck to make standards, tests, and sll K~12 school reform -
solely a matter of state and local prerogative and responsibility.

In addition to pressing for standards, you will also be taking tbe Icad (1) in
supporting safe and drug-free schools and 2 disciplined enviropment conducive to student
iearning, with mutual respect among and betwaen teachers, students, and parents; (2) in
fostering high quality tcaching by encouraging over 100,000 teachers (o atfain National Board
Ceytification and by calling on states, schoo! boards and representatives of teachers to work
cooperatively 1o get rid of incompetent teachers; and {3} calling for parents and communities
to become piore actively involved in schools and their ¢hildren's learning, national service
participants, work-study college students and 1 millien volunteers to help tutor children to
learn to read, and the V-~chip, educational children's television, citizenship education, freedom
of religious expression, and interactive educational games to engage ¢hildren in the
excitement of learning by doing rather than watching TV.

B. Universal Access to College and Litelong Learning
Republican governors, Senators and Representatives will call for block~-granting all

Dol. trainiog vesources Y4 states to do as they please, including particularly to provide training
to help states make welfare reform work,



. V. Tioteline

The timeline below provides a preliminary schedule of epportunities for using the
bully pulpit to advance the objectives discussed sbove. Additional opportunitics and ¢vents
can be developoed as needed, and as the legislative process requires.

January

Amnouncement of Chicago charter schools and release of ED charter schools meport

Februayy

State of Unjon Address - (1) launch national standardsftesting initiative; (2) announcement
on ¢oflege student reading tutors

Radio Address — highlighting Chicago~area school districts reporting results from
paxticipation in TIMSS . '

American Council on Education speach, linked to higher education initiatives
Release of NAEY mathematics results
.' Relcase of survey of schools access to advanced felecommunications, and announcement of

Technology Literscy Challenge state grants

Mereh

Announcement of Amedca Reads National Coalition, and release of ED kit on reading
Announcement 0f new board-certified teachers from National Board for Professional
Teaching Standards

April-May

Several anmouncements highlighting promising local sceountability practices for schools,
teachers and students

Juoe-Jaly

Additional releases of TIMSS and NAEP national and state-by-state data
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KEY FACTS ABOUT EDUCATION AND THE ECONOMY

1. The returns to learning are increasing - as we move from an industrial 2ge in which
machine power Joveraged human muscle to an information age in which human minds
leverage knowledge and invovation through networks never before possible to add more value
6 goods, services, distribution, and communication:

-

Each year of post-secondary education and training already adds 6%-13% 10 an
individual's annual eamings.

The median full-time worker with a1 feast a bachelor's degree eamns almost 75% more
per week than the median fulltime worker with only a kigh scheol degree, double the
gap from just 1379,

Increasing the lovel of education attainment by one yesar in a fino's workforce raises
the Gom's productivity by as much as 8.5% in manufaciuring plants and almost 13% in
non-manufacturing establishments.

2. The U.S, has a remarkably decentralized system of sducation, net 3 nationa! systems:

*

Educanon is the largest and most costly function of the S0 states and their local school
districts and higher education institutions. The federal governmaent contributes
approximately 7% of the costs of clementary and secondary education. While the
faderal govemmaent provides almost 2/3 of student financial aid for post-secondary
education, its contribution (including research funding) is sull less than 25% of the
total cost.

In elementary an'd* secondary education, there are over 2.5 million teachers and over 50
million studeniz, almost 90% of whom are in nation’s 8),000 public schools. The
public schools are governed by 14,000 lacal school boards and the S0 states,

At the post-secondary Jevel aver 14 million students of all ages are served by 10,000
post-secondary public and private ingtitutions, which are governed by 2 mix of
autonomous public and private boards, state higher education suthorities, local colizge
districts or suthoritics, and 50 state legislatures.

3. In the first third of this century, the tountry made a commitment te universal access
te high school: '

L]

. ’

The high school graduation rate soared from less than 10% of all 18 year-olds in 1900
1o almost 50% in the mid-1930's. By way of comparison, Great Brifain with i
nationsal system of education did nor make a similar comminment untii 1944 when
Prime Minister Churchill announced full public seppart for secandary school.

Ovaer the rest of the century, the high school graduation rate has risen swcadily to
almost 87% of all persons under 30. From 1982 10 1995, the drop-out from high
school for persons 16-24 years old foll from 13.9% w0 12.9%.



. Although the achievement in reading, sciencs, and math of American students may be
the same or slightly higher than & generation ago, today's children and youth are not
Jearning to the higher standards of sxcsllence sssential 1o thriving in this new
information age: on the most racent National Assessment of Bducational Progress
{NAEP), 42% of a representative sample of fourth graders did not attain the “basic"
level in reading (although the U.S. does rank necar the top of the world in reading for
children at this age level); and, on the Third Internaional Math and Science Study
{TIMSS) of 41 nations, a representative sample of 8th graders ranked only slightly
above averago in science and below average in math,

4. Immediately following World War 1I, the naticr made a commitment fo increasing
access to college.

. Presidents Roosevelt and Truman signed into law and implementad a GI. Bill of
Rights that directly financed the college education cf a total of 3.5 million veterans of
WWII and the Korean War,

. This national commitment helped catalyze the rise in college-poing rates of young
| adults, from less than 10% in 1940 o almost 25% in 1960

. Today, the growing supply of colleges and universities, state and local support, family
investruent and private endowment, and s package of fadersl financial aid assists
almost §0% of high schoal gradustes to benefis from colfege education,

. In 1994, 24% of all persons age 25 16 64 vears of age in the U.S. had completed
sollege -~ alrnost twice the rate of our major European and Pacific Rim conpetitors.

5. The lesson of the two prior economic transitions in the twentieth century is simple:
America will continue to be the leading force for democracy and prosperity ia the wovld
if advances in technology and innovatiou are matched by & real commitment to advances
in education for all. Advances in bath serve two Key functions:

. First, they are the engines of economic growth.

. Second, they are the levers of opportunity that empower 2l families and workers and
succesding penerations of children and youth - who are wiliing to leam and ta work
for it -- 1o eam 3 share in the incressing prospenity and to renew the civie fabric of the
world's longest running democracy.

6. A real commitment now o two advances in education offers the key to making s
successful crossing to the greater possibilitics in this new infermation age:

« A ‘standard of exceflence in learning for all children and youth

. Umversal access to college for each succeeding generation and to lifelong learning for
all adults.
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January 22, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: Alice M. Rivlin
Laura D’Andrea Tyson

'SUBJECT:  Education Tax Proposals

You proposed college tuition tax relief in the Middle Class Bill 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 Speech. The alternative proposals would be much
"more costly, or 1o maintain cost neutrality would limit coverage in problematic ways, ot
_otherwise present structural problems for which answers have not been found. There isa
rhetorical alternative that supports the “guarantee” notion without these problems.

- The Middle Class Bill of Rights proposal cost about $39 billion over 7 years. (The Joint Tax
Commitice scores it at 341.2 billion.} It phased-in a tax deduction {phased out at higher
incomes) for tuition paid up to & maxzimum deduction of $10,000 per tax filing unit for gi]
postsecondary students, regardless of institution and program. It covered 16.5 million
postsecondary students in college and vocational training,

Alternatives were examined in order to provide a “goarantee” of Federal non-loan resources for
the first two years of public postsecondary education,

The Guarantee Proposal would provide a refundable tax ¢redit for the first two years of college
and tax deductions for the last three years of college. The tax credit would be for tuition paid, up
to a maximum of $1,200 per student; the tax deduction would be up to a maximum of $10,000,
like the MCBR. For this and all other proposals, institutions of higher education would have to
institule an information reporting system o verify claims by students or their families.

There are four major issues raised by this proposal: 1) The guarantee proposal would cost $54.2
billion, $135 billion more than the MCBR, 2) In addition to higher cost, the proposal eliminates
7.6 million MCBR beneficiaries (mostly, vocational school, pari-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, NY and OH. 4) The
combination of a 100 percent credit and refundability creates problems of administration and
incentives for sbuse.



Guarantee Variation 1 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 eliminats 8 million poslsecondary
students,

A further modification of this 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 8 hillion}. However, this eliminates another 3.1 million students, serving only 5 million
students in total, and still has the State coverage problem,

Guarsniee Variation 2 - Count Pell and increase guararntes to $1,600 gnd 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. Tt would
still cost $47 billion, 38 billion more than the MCBR, and it would eliminate 11.1 million
beneficiaries.

Guarantce 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 well as the tax deduction, and would
return to the State coverage provided under the original guarantee proposal, still not providing
the “guarantee” in 18 States. In addition, 8.5 million fewer students than the MCBR would be
covered. ’

In summary, unless we are willing 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 15 another approach to a guarantee that has none of the problems of the variations
on ﬁw MCBK The Smh can daciare what eniy stuéezxt azs:i msiéers now app:mate m

This is because student loans are a pure entitlement, some parts with no income test, and
Pell grants operate hke a quasi-entitiement 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 all Americans should know. The Federal government guarantees
finangcial access to at least public college and postsecondary training 1o every qualified
person, young or old.
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"That's right - guarantees it. We do this through a combination of grants and loans and
subsidized jobs. This is a promise the government will make 50 long as I am President.

"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.

"The program improvements 1 support - Direct Loans with repayment tied to your actual
income st you need never foar default, higher Pell Grants, a stable and growing Federal
education and training budget, a tax deduction for tuition, an expanded workstudy
program, and & meril schtﬁarship for the top students of every high school class -~ alf
enhance this guarantee.

*So if you qualify for an aceredited college or training school, the Federal gdi’mment
ensures that you can pay forit.”
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TO: Mike Smith

FROM: David Longaneckér

SUBJECT: Education Tax Propesals - New Variations on the Theme
At our May 24 White House meeting on education tax proposals, we
digcussed four naw variaticns on the theme of guaranteeing two free

years of postsecondary education:

o increasing the size of the tuition tax crediy U agsurs
that it truly guarantees access for most studcents.

o narrowing the scope of the covered pv&ulaﬁicn o fuli-
time degree =zeeking studenig only.

o lowering the income limits for eligibiliny.

o narrowing the zcope <f the covered population only Lo

students wno achieved & 3.00 GPFA in high-zchool.
These variations could be pursued singly or togethexr. 7The cifects
of each are describesd balow.

Increase the size gf the guition tax ¢yedir re asgure thab it truly
guarantses access for mogg atudenss.

In Academic Year 1596-37, the median Community College tultion
is expecred Lo be approximately $1,200, so the original plan
te provide a 351,200 refundable tultion tax credit would
"guaranlee® access o the first two years of college for only
cne~half ¢f glil prospective students. It 1s simply not
feasible to increase the credit sufficiently to guarantee all
students becauce to do so wonld reguire ineresasing the creadit
to more =han $2,888,

An alternative, which would cover two-thirds of the full-time-~
eguivalent student enrollment in Community Colleges in 19%6-
87, would ne f£o provide a credit of $1,500. Thie would
represent, on average, about 23 percent of instructional costs
in Community Collages, sco future amounts could be indexed Lo
25 percent of instituticnal costs to maintain  future

- purchasing power of this cax expenditure. Under this proposal
the President could say that he was Yeansuring that almost all
gsoudents were guaranleed enough federal &elp to pay for
rujrion in the first two years of college.’

This broad baseé tax c¢redit weould cost § thfaugh ry

2002, It would garve million students in BY 97. One of
*hie Flawg with such a broaa based plan, however, is the almost
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certain effect it would have on tuition charges, particularly
atl insLltutions currently charging less than $1,500.

A wvariaticn on this theme would ke tec provide the $1,500
credit to full-time students, and a $750 credit to students
enrolled at least half-time but not full-time. This is
similar to the prorata approach currently used in the Pell
Grant Program. This would subsgtantially rcduce program costs
(o 5 through 2002), would continue te benefic a large
number of students and would still provide a benefit that the
President could legitimately say ensured access TO MOSC
students. Unfortunately, this concept would still have the
tuition pricing effect because of its brecad applicability --
schools could increase costs without adversely affecting
virtually any of their students.

t . acopa of tha cove cpulation teo full-time dagreoa
geeking estudents only.

Te¢ reduce the revenue loss associated with this proposal, one
option would be Lo restrict the benefic to full-time students
only. This would subetantially reduce the costs ($__  through
2002), but would also reduce the number of beneficiaries from
the million expected under full coverage (including
students snrolled at leact half-time) to million full-
time students. This narrowing of scope could be justified
because the President is clearly talking about extending the
ethic ¢f young people continuing thelr full-time education
beyond high school through the first two years of college.
There would also be two serendipitous results of this change.
Pirst, it would encourage full-time participation, which is
highly correlated with degree completion. Second, it would
eliminate the 1likely pricing effact, at least for those
institutions that serve large numbers of parc-time students --
they couldn’t Jjustify increasing tuition to capture the
bencfit of the tax c¢redit because many of their customers
would be hurt by such an act. Although this would no doubt
concern advecates of adult and 1lifelong learning, this
Administration has a strong receord of support for rthose
activities in other arenas (workfcrce development and higher
education act initiatives).

Lower the income eligibilitv for the tax credit,

Previous analyses of the tax credit propsal phased out the
credit using the same income cutoffs as the deduction proposal
in the Middle Class Bill of Rights (phased cut for single
£ilers with AGI between $70,000 and $30,000, and for joint
filere with AGI between $100,000 and $120,000.) Lowering the
income cuteffs to those included in the IRA proposal--between
"8$50,000 and §70,000 for single filers and $80,000 and $100,000

for joint returns--would lower costs by $§ through 2002.
Narrow the scope of fthe covered population only te gtudentg who

L3
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achieve a 3.00 GPA or greater in High-Scheol,

IR

To reduce the revenue loss associated with this proposal,
another option weould be to restrict the benefit only to
students who had achieved at least a 3.0C Grade Point Average
{(GPA)} in High-School. This would substantially reduce the
costs (to $__ through 2002), but it would alsc reduce the
nunber o©f beneficiaries, to million students. This
narrowing of scope would make this tax plan similar to the
EOPE scholarship recently adopted in Georgia under Governor
Z2ell Miller’s leadership. This proposal would give support to
this Adminigtration’s strong and consistent theme of
encouraging students to strive to higher standarxrds of
achievement. Adopting this approach would require modifying
the rhetoric to say that the President is "ensuring that most
students who .achieve to high academic¢ standards will be
guaranteed enough federal assistance to pay their tuition for
the first two years of college." Two arguments are likely to
be made against this specillic strategy. First, as with Meric
scholarcships, some will argue that using grades or other
measures cf achievement disadvantages individuals coming from
aducationally disadvantaged backygrounds -- that grades are as
much a measure of class as of ability. Second, some will be
concerned that placing high monetary wvalue on grades will
result in grade inflation. Empirical evidence is weak in this
area. There has been some evidence of grade inflation in
states where the higher education system increased entrance
standards. Thera iz neo evidence to datc, however, that a
financial incentive would have the same effect.
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THE WHITE HOUSE

Office of the Press Secretary
(Princeton, New Jersey)

For Immediate Release June 4, 1984

REMARKS BY THE PRESIDENT
AT PRINCETON UNIVERSITY COMMENCEMENT ADDRESS

Princeten University
Princeton, New Jersey

12:00 Noon EDT

THE PRESIDENT: Thank you very much. President Shapiro,
members of the faculty, alumni, to parents and friends of this
graduating class, especially to the graduates of the Class of 1396 --
{applause.} Let me thank you ¢o-Presidents, George Whitesides and Susan
Suh, who came te 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 schoel.

(Laughter.} And even without being prompted, [ knew I was supposed to
laugh when he was digging me about going to Yale. ({Laughter.)

I want to also thank Princeton for honoring the high
school teachers and the faculty members here for teaching, for today we
celebrate the learning of the graduates and we should be honoring the
teachers who made their learning possible. 1 thank you for that.
{Applause. )

lt's a great honor to be here in celebrating Princeton's
250 years. I understand that Presidents are only invited to speak here
once every 50 years. President Truman and President Cleveland -- 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 Frinceteon for its
long and noble service to our nation. 1 alsc am deeply incdebted to
Princeten for the contributions it has made to our 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, Laura Tyson, was & Princeton Professor then,
and Mike McCurry's thesis advisor. And you got back from me Professor
Alan Blinder, who was a distinguished member of the Council of Economic
Adviscrs and the Vice Chairman of the Federal Reserve, and a brilliant
contributer 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 thank Tony Lake and Bruce Reed and John Hilley and Petern
Bass, all members of our staff who graduated from Princeton. Two
Princeton graduates who are no longer living -- Vic Raiser and his son,
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Monty, were great friends of mine. Vic's wife, Molly, is here -- our
protocol chisf. 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
2 classmate nere -- 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 importance of your education, but the importance of everyone
else's education to your future. At every pivotal moment in American
history, Princeton, its leadership, its students have played a crucial
role. Many of our Founding Fathers wera among youn first sons., A
presidant, of Princeton was the only. university president to sign the
Declaration of Independence. This hall was cccupied by the British
since 17706, liberated by Washington's army in 1777, and as the President
said, sanctified forever to Bmeric¢an history by the deliberations of the
Continental Congress in 1783.

In 1896, the last time there was a Class of '96, when
Princeton celebrated itrs 150th anniversary and, as has been said, Grover
Cleveland was President, Professor Woodrow Wilscon gave his very famous
speech, "Princeton in the Nation's Service.” 1 read that speech hefore
I came here today. And I'd like to read just a brief quote from it:
“Today we must stand as those who would count their force for the
future. Those who made Princeton are dead. Those who shall keep it and
better it still live. They are even ourselves." What he said about
Princeton 100 years ago applied then to America and applies to America
even more today.

At the time of that speech 100 years ago, America was
living as it is living today, through a period of enormous change. The
Incdustrial Age brought inc¢redible new opportunities and great neaw
challenges to our people. Princeton, through Wilson and his
contemporaries, was at the center of efforts to master these powertful
forces of change in a way that would enable all Americans to benefit
from them and protect our time-honored values.

Less than three vears after he left this campus, Woodrow
Wilson became President of the United States. 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 -- cur
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
shape our lives. For many Americans, this 1s a time of enormecus
agpportunity. But for others, it's a time of profound insecurity. They
wonder whether their old skills and their enduring values will be enough
Lo keep up with the challenges of this new age.

In 1996, like 1896, we really do stand at the dawn of a
profoundly new era. I have called it the Age of Possibility because of
the revolution in informaticon and techneclegy and 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 every one
of you can buy and drive to the supermarket than there was in Apollo 11
when Neil Armstrong took it to the moon. HNobody 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 actually an age of high
probabitity, in large measure because of the excellent education you
celebrate today.

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

We know that, therefore, our mission today must ke to
ensure that all of our people have the opportunity to live ocut their
dreams in a nation that remains the world's strongest torce for peace
and tfreasdom, for prosperity, for our commitment that we can respect our
diversity, and still find unity.

This is about more than money. Opportunity is what defines
this country. For 220 vears, the idea of opportunity for all- and the
freedom to sa2ize it have literally bheen the defining elements of
America. Thay were always ideals never perfectly realized, but always
our history has been a steady march of striving to live up te them.

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

And so 1 say to you, creating opporctunity tfor atl, the
opportunity that everyone has, that many of you aré4 now exercising,
dreaming about your future -- that 1s what you must o in order to make
sure that this Age of Possibility is really that lor all Americans.

When I took office, T wes concerned about the uncertaln
steps our country was taking for that future. We'd let our deficit get
out of hand, unemployment had exploded, job growth was the slowest since
the Creat Depression. The country seemed to be goming apart when we
neadad desperately to be coming together.

I wanted to chart a new course, rooted first in growth and
opportunity =-- first, to put cur economic house in order so that our
businesses could prosper and create jobs; second, to tap the full
potential of the new global economy; third, to invest in our people so
that they would have the capacity to meet the demands of 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
government is the smallest it's been since 1933, before the beginning of
the New Deal. We signed over 200 trade agreements. OQur exports are at
an all-time high. Fifteen millicn of our hardest-pressed people have
gorten tax cuks. Most of the small businesses have as well.

We've invested 1n research and defense transiormacions.
We've invested in new technologies. And wa've investag 1n wiivironmencal
protveciion and sustainable development. And [ will say,
parenthetically, the great challenge of your age will be to prove that
we can bring prosperity and opportunity to people all across the globe
without destroying the environment, which is the precondition of our
successful existence. A&nd all of you will have ta meet that challenge,
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recession, hag produced 8.5 million new jobs, the lowest combined rates
2f inflstien, unemployment and home mortgaged in three decades, the
towest deficit as a percentage of our ingome of any advanced econpomy in
the world, 3.7 million more American homeowngrs, and recoprd nompers of
pew small businesses in =ach of the last threg vears.

- Dur esconomy, while most of the rest of the world was in

We are doing well, but we must do becter 3 we are going Lo

make the promise of this new age raal o all Auerigans. Thai moans we
have Lo grow faster. How fast can we grow? No one knows the exact
arswer Lo that., But if we loek at the long-term, 1if we believe in pur
people and invest in them and their copportunities, and our peopls take
regponsibility, the sky is the Limit,

We must Jook with bhe greatest skepiidlse toward thoss who

promise easy and guick solutions, We know that the course that leads to

long-tarm growbh 15 in the minds and spirivs snd ldgas and dissipling
and efiory of puople like those ¢f vou whe gradusts hevs today. ¥We are
Gy bha rlght course: we must aceslerzte 1y, oot vesr from iy,

We have to finish the dob we starssd Ln 13893 amd palance
Lhe budgsel -~ nct only hecauss W wWant Lo free vou and vour children of
the lagady of debt, but because that will kaep invarest rates down,
Lnoreass savings, sxpand companies, start new smell husinesses. help
more families buy homes and mors parents sand their ohildren o ocollsge

He know wea have to continue to fight for failr and open

trade becauss we proved now LI other marvkets ars ag open Lo our products

argd SBIVines 55 we ars to theirs, we do dust Ding. We know wg have
to do mors to hslp gll Americans deal with the economic changes of the
prasant day in a more positive way by investing in the futurs and
LargeLing Lax Culs U help Bmericans deal with thell own problems and
muild svrong familiass,

Wa wrow we have to continue to invest in the things that a
govarnmani newds Lo invest in, including research and develaonment, and
vechnology, and environmentel protection. We know that sinos s¢ many
people will have to change jobs more often than in the sast, we have Lo
give families the security to know that if they change jups they can
still carry with them access te health care and pensionz and adunanion
for a lifevilne. .

But finally and most imporsantly, LE =8 oeslly want
Amegricans -~ all Americans -- to participabs in the fabuse tiab 1s now

at your fingertips, we have goT Lo incrszase uhe zuality and the level of

education not just for the graduabes of Princeton and Gedrgsuown and
Yale and the gtats universitiss of this <ouniry, but fox all the
American pgople. Tb ls the only way to achieve that goal, {Applanse. )

The very fact that we have besn haerg or our {orshears have
for 256 years is vestimony to the alemental touth fhat sdusation bas
always besr important to individual Americans. And for guits ¢ long
vime, sdugation has Deen gulte important ©o our whele gpuntry., Fifoy
vaears agoe when the Class of "46 wes heve, coming in aftery ¥World War IX
ghe G.I. BLll helped o hulld & greal Amsrican middie <¢lass and a grest
American eoonomy.  Bul today, more Lhan sver bafore in the history of
vhe Unived Ststes, sedugation is the faglt lins, the great Continental
Bivide bhetwaesn these who will presper and thoss who will snob in the new
FLOBGNY, *

1{ you look at the censas data., you gan see what happens no

hard-winriiog pecsple who have a high school diploms or whe drop out of

hip/Avww pubawiitehovse.gov/uri-res/1 2R Mumepdiz//oma.cop.gov.us/ L 996764472 1ex )

Page 4 of 8


http:s';"'.ce
http:Lh,'.r.g5
http:beClE1.5A

Page 5 of' 8

high school and try to keep up in the job market, but fall further and
turcther behind. You can also see that if all Americans have access Lo
education, it is no longer a fault line, it is a sturdy bridge that will
lead us all teogether from the old economy to the new.

Now, we have to work to gilve every American that kind of
opportunity. And we've worked hard to do it -~ from increasing
preschool opportunities, to improving the public school years, to
increasing technolegy 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 schoolroom and every library in every school 1n America hooked up
Lo the Internet by the end of the year 2000. We c¢an do that.

{hoplause.)

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 in this country. I thank them for that.
Every single person in New Jersey who will be a part of that.
{Applause.)

But we have to face the fact that that is not encugh. We
have to do more. Just consider the last hundred years. At the turn of
the century, the progressives made it the law o! the land for every
chiild o e in school. Before ithen there was no such recuirement.
Afver World War II, we said 10 years are not encugi, public schools
should extend to 12 years. And then, as I said, the G.I. Bill and
college loans threw open the doors of college Lo the sons and daughters
of farmers and factory workers. And they have powered our economy ever
s51nce.

America knows that higher education is the key to the
growih 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 three years have been managerial and professional jobs. The
new jobs reguire higher-level skills. Fifteen years ago the typical
worker with a college degree made 38 percent more than a worker with a
high school diploma. Today, that tigure is 73 pegrcent more. Two years
orf college means a 20-percent increase in annual earnings. People who
finish two years of college earn a guarter of a million dollars more
than their high school counterparts over a lifetime.

Mow, it is clear that America has the best higher education
system in the world, and that it is a key to a successiul future in the
2l1st century. It is also clear that because of cost and other factors,
not all Americans have access to higher education.

I want to say today that I beliewe the c¢lear facts of this
time make it imperative that our goal must be nothing less than to make
the 13ih and l4th years of education as universal to all Americans as
tne firsc 12 are today. {Applause.}

We have put in place an unprecedented college opporrunity
strategy: Student locans can now be given directly to people who need
them, with a provisieon to repay them based on the ability of the
graduate to pay -- bhased on lncome. This is a dramatic change which is
making loans more accessible to young people who did not have them
before. Americorps, which by next year will have given over 65,000
young people the chance to earn their way through college by serving
their 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 Lo expand work-study so
that a million students can werk thelr 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 want every honor student in the
top five percent of every high school class in America te get a $1,000
scholarship.

- And we also want to do some other things that T beliesve we
must do to make 14 years of educaticn the standard for every Amarican.
First, I have asked Congress te pass a $10,000 tax deduction to help
families pay for the cest of all education after high school -- $10,000
a year. (Applause.)

Today I announced one more element Lo complete our college
trategy and make those two years ol college as universal as tour years
S high school -- a way to do it, by giving ramilies a tax credit
argeted to achieve that goal and making clear that (his opportunicy
equires responsibility to receive i,

We should say to Americans who want to go to college, we
will give you a tax credit to pay the cost of tuitien at the average
community college for your first year, or you can apply the same amount
to the first year in a four-year university or cellege. We will give
you the exact same cut for the second year, but eonly if you earn it by
getting a B average the first year. A tax deduction for families to
help them pay for education after high school; a tax credit for
individuals teo guarantee their first year of c¢ollege and the second year
if they earn it.

This is not just for those individuals, this is fer
hnerica. Yeouor Rmerica will be stronger if all Americans have al least
two years ol 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 may not have stellar academic records in high school, if
yvou're willing to work hard and take a c¢hance, you can at least go to
your leocal community college and we'll pay for Lhe first year. If
you're in yeour 20s and you're already working, but you can't move ahead
on a high school diploma, now you can go back to college. If you're a
mocher planning to go to work, but you're afraid you don't have the
skills Lo get a good job, you can go to college. 1f you're 40 and
you're worried that you need more education t¢ support vour family, now
you can go part-time, you can go at night. By all means, go te college
and we'll pay the tuition.

1 xnow this will work. When I was the governecr of my home
state, we created academic challenge scholarships that helped people who
had good grades and who had good behavior to go to college. But my
proposal tocday builds mostly on the enormously successful HOPE
Scholarships in Gecorgia, which guaranteed any student in the state of
Georgia free college as long as they had a B average. This year those
scholarships are helping 80,000 students in the state of Georygia alone
-- including 70 percent of the freshmen class at the University of
Georgia.

In recognition of Georgia's leadership, I have decided to
cal! this proposal America's HOPE Scholarships. And I want to thank the
Covernor of Georgla, Zell Miller, who developed this idea. [ also would
like to recognize him -- he came up here with me Loday -- and thank him
for the gentribution that he is now going to make to all of America's
future.
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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 ygrow on trees
in Washingten, and we're not financing deficits anymore. I'm proud to
say, as a matter of fact, for the last two years our budget has bheen in
surplus, except for the interest necessary to pay the debl run up in the
sevaral years before I became President. 5o we are doing our bhest to
pay for thess programs. A&nd this program will be paid for by budyeted
savings in the balanced budge:t plan. We cannet go back to the days of
something for nothing or pretend that in order o invest in education 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
ability to pay. Education at the typical community college will now be
free. And the very few states that have tuition above the amount that
we can afford to credit, 1 would challenge those states to c¢lose the
gap. We're going to take care of most of the states. The rest of them
should help us the last little way.

Second, it will offer free tuition and training to every
aduly willing to work for it. Hobody now needs to bhe stuck in &
dead-end job or in unempleymenc. And finally, (his plan will work
hecause 1t will go to people who, by definition, are willing to work for
it. 1t's America's mest basic bargain. We'll help create opportunity
i{ you'll take responsibility. This is the basic bargain that has made
us a great nation.

I know that here at the reunien weekend the Class of '46
has-celebrated its 50th reunion. And I want 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 natlion did its part simply by giving them the opportunity to
make the most of their own lives. And in doing that, they made .
America's most golden years.

The ultimate lesson of the Class of 1946 will also apply to
the Class of 1996 in the 21lst century. Because of the education you
have, if America does well, you will do very well. If America 1s a good
country te 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 Princeton. You could go
your own way in a society that, after all, seems so often to be coming
anart 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 trapped in the old economy. But you should not walk away from
our Ccommen purpose.

Again I will say this is about far more than economics and
money. 1L is about preserving the guality of our demecracy, the
integrity af every person standing as an egual citizen before the law,
the ability of our gountry to prove that no matter how diverse we gyet,
we can still come teogyether 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
more 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, [
wish I'd spent more time al the office, or if only I'd just made a

hitp://www . pub.whitchouse.gov/uri-res/I2R7urn:pdiz//foma.cop.gov.us/ 1 996/6/4/2 text. | [/11/2001



little more wmoney. But we will think about the dreams we lived out, the
wonders we knew when we were most fully alive. This is about giving
avery single, solitary scul in this country the chance to be most fully
alive. And if we do that, those of you who have this brilliant
acucation, who have been gifted by God with great minds and streong
bodies and hearts, you will do very well and you will be very happy.

In 1914, Woodrow Wilson wrote as President, "The future is
clear and bright with the promise of the hest things. We are all:in the
same boat. We shall advance and advance together with a new spiritc.” 1
wish you well, and 1 pray that you will advance, and advance together
with a new spirit.

Ged bless you and God bless America. (Applause.)

ENT 1231 oM, EDT
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Iune 6, 1996

MEMORANDUM FFOR THE PRESIDENT

FROM:

SUBIECT:

THE VICE PRESIDENT
GENE SPERLING
BRUCE REED

[LORRIE McHUGH

Media Coverage of the America's HOPE Schelarships Announcement

Your anneuncement of America's HOPE Scholarships at the Princeton University commencement
received enormous press coverage throughout the nation in the two days following the event -- with
the overwhelming majority of the coverage being extremely positive. Attachied is a summary of the
Hews coverage, a sampling of natiomwide clips, und a page of the best quotes,

HNGILEGHTS:

Network News Cuvcrage on all 4 Major Networks -- Including a lead story on ABC World
News Tonigin followed by a profile of the Georgia HOPIE Scholarships program,

2 Consccutive days of USA Toduy Articles -- Including the chans we provided on the

cost of average community college tuition in each state and the increases in costs ot
college tuition as a percentage of family income.

2 Consecutive days of New Yerk Times Articles Including a Front-Page Article and a
Mostly Supportive Editorial,

3 Washington Post Articles Including a Front-Page Article and an Editorial,

2 New Jersey Star-Ledyger Articles Ineluding a Front-Page Article.

Front-"age Articles:
- Washington Post, New Yewk Thnes,
- New Jersey Star-edyer, _ Minneapalis Star-Trilne,,
- St. Louis Dispateh, - Baltimore Sun.
- Chicago Tribune,

Pictures of the President at the Princeton commencemen(:

- Los Angeles Times, - Washington Times,

- Atlamta Journal Constitution, - New Jersey Star-Ledger
. . 3 .

- St. Louis Dispeich, - Hartford Courant,

Richmend Times-Dispaich, - Baliimore Sun,




Afiami Heredd,
Lawisicng Thnes-Piceyvune,

Chivage Tribe,
Ashury Park Press,




POYTUS NOTTE TO GENE SPERLING 82808

Gune 8.

Possible nddiiions 1o record,

New Home QOwiers
Average suvings on mortgages heenuse of Tower Interest vates fom 93 Leonomic PMan

People ook advantage of Famuly Leave {Doesn't e study say | 0167 How many is
HIS e

Average ¥2 on jobs, busimesses, businesses Because of SBA loans, 2/DOD Defense Conversion
witonts




PRESIDENT CLINTON CALLS FOR AMERICA'S HOPE SCHOLARSHIPSA TAX
CUT TO MAEKE 14 YEARS OF EDUCATION THE STARKDARD FOR ALL

e 5, 196

Thix cye of possibility means that more Americany thant ever before wilh be abde wr Hve out their dreams,
meriva kaows thar higher educetion is the key 1 the grovwih we sgsd o Bf owr coanty. | B0t
Amurica's most basie bargain: We'll help create cpportamity i von'll ke rexponsibitite

-- President Clinton, Pringeton Comipenooment, Tune 4, 1996

TO REALIZE THIES AGE GF POSSIBILITY, PRESIDENTY CLINTON 1S COMMITTED TO A HEAL
GROWTH STFRATECY:

1, Patting eur csoucinic hoose in order, through both dedich reducsion and u baloooesd budyzi. President Clinion has
eut the defien o hall sinee king office, and this vear be submminted 1o Congress the first gensinge halanced budyet in
t? yoars, :

2. Opening new markels 1o ereato jobs for Ameriean workers, More than 1 million asw export-retated jobs have
hegn orensted under tie Chintos Administration,

3 bovesting o sar sorkers 8o Hhey can seize the epportunity of today's eeonowy, To unlogk the age of pessititity
for ail Amcricuns, we st give every single child, and every adult who needs i, e climei 10 get the best passible
cduuniing,

PRESIDENT CLANTON NOW CALLS FOR NEW AMERICA'S HOPE SCHOLARSHIPS: 1o Make 14
Years of Kducition - At Least Two Years of College - the Stundard for All Anrevicans, Presideat Chinton's
HOPE Schalorship Tax Cut makes clear that 2 years of college should be as universal as high sehool and buikds
on liis comprehensive program to guaraatee that o college education is both accessible and affordable to all
Americans ab any time in their fife,

+ 51,800 Tax Cut For College Twition, Modeled on the successiul Georgia HOPE Scholurship program, this
new proposal provides il students with a 31,500 retundable tax eredit for fulbtime ttion in their fisst vear
(3730 For Baliabme), md anethor 31,500 (0 their second yveae iUy work hard, stay off drugs, and enrm o
feast a 13 average inthair first year,

» s $1LEB0 iy oradin will pay for more than the foll cost of tuition a e natioual aversge-priced comnuaiiy
colivges. This $1.500 tx cut is $300 wiore than the average commentity coliege tuition and wauld nake communily
eodlege “frew™ for 675 percent of community colloge sudents,

« CPhistax s for middiecches families Is paid for with new savings in President Clinton's balanced budget.
Aangrien’s HOPE Scholorshins coms §7.9 billion, whish will be offset by reducing sales source rale bomefits,
applying au iternstonal deparure fee, asd auctioning tadic DARS spectrum,

» SHEBUH Tux Peduction for Al Edoestion and Trealning, The President imaintains s $10,600 tax
deduction for uuton o coligge, graduaic school, community college. cerified teahning and technical
programs. Tlis encourages lifethne investment in higher education.

e Pell Grant Scholavship Inereases for Lower-fncome Students: in annouicing America’s HOPE
Scholarships, President Clinton also announced that his balanced budget will increase Pell Grams cuch yeac
The maximum Pell Grant award will increase by 33% from fiscel 1995 to fiscal 2002,




i e v, sl b

SENATOR BOS DOLE: "President Clinton hud s iden thad was pretiy goed and that was cradils for
bwaaveur cellope stadentn,” — Sosstor Dob Dule, [ndimols 1A campaigs evert, Febramey 3, 1990




AMERICA'S HOPE SCHOLARSHIPS BUILD ON PRESIDENT CLINTON'S PLAN
FOR GUARANTEED ACCESS 10 COLLEGE.

. With the President’s increascd Pelb Grant program sapport, students have acecss to
up 1o 35,100 in Pelf Grants and student loaas Tor their first year i college, and much
Tmore it (it years,

* Presivient Clinton's Direet Student Loan Progran cineted as put of the President’s
1993 Economic Plan is allowing ritions of students 1o borrow in a simpler. less
burcaucralic way, and to pay back their loans as 8 share of their income. This vear, "Pay-
As-You-Can" loans will aceount for nearly 30% of loans 1his yeur.

v President Clinton's Nationad Service Program - AmeriCorps: Lust year, 30,600
students earned up to $4.7235 for service. By the end af next year, more than 65,000
students will benefit fom this opporusity,

" Wark Stwdy Expansion: President Clison's balanecs hudpet inchudes an expansion of
College Work Study to 1 mitlion pasticipants by 20020 The Progident has also
chllenged colleges to use additional work siady funds 1o promate public service by
pding students o work in the commuity,

¥ Honurs Schalarships for Outstanding High School Students: Vresidens Clinton's
halanced budget includes 31,000 scholarship for the top 5% of graduaiing stndents in
avery high sehool class. T this proposal is enacted this year, 128,500 graduating high
sehood seniors will receive a scholarshin o help Bmanee their college edueation,

. HEAs for Fducation: President Clinton's balaneed budged would elumnge the law to
ativw peralty-free withdrawals for education

. SKill Grands: Presides Clinton's balaneed bodget ineludes 32,600 Rkill Cirants 1o
enable disloveted workers 1o get needed skills

. Natigoal Bervive College Scholarships o Reward High Sclion] Community
servige; President Clinton has challenged every high sehool studgens in the country i
make a commitment to commiunity service. To support this commitiment, the Prosiden
is asking all high schools to make service part of their basic ethic and 1o raise $508 o
reward o high sehivot studen: whe lns done significans waock to helps his o her
commimnity, The foderal wovernmeot will then mateh the 3508 o el tha student go on
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0 SPERLING G

TO: REED B

TO: Kenneth S. Apfel

' FROM: Robert M. Shireman
Qs Barry White

SUBJECT: Hope Scholarships - Update

'Maasaga Creatlion Date was at 29-NOV-1386 11:23:00

In preparation for Monday’'s meeting, I wanted ro give you the current state of
play on the Hope tax credit, and to let you know my recommendation for next
steps. R

1. Design. Treasury has worked up some mock forms that oolleges and taxpayers
would need to {ill out in order to claim the credit. <Colleges would file a
four-part form, providing information aboubt costs, oredit hours, federal and
O, aid, and grades for ZACH TERM {gquarter, seméster, summer) paid for by the

nt/taxpayer during the tax year. The taxpayer then transfers all of this
i rmation into 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 cxedit for part-time and/or partial-year schooling. For example, a
Chalf-time student might claim the $1500 credit in two chunks over a two-year
period. The forms track exactly when the person reachas the one-year point
when the grade regquirement 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 furthey

ceredit is allowed.

I have floated a wmuch simpler approach to Treasury and Bdugation. I would
digpense with the idea of any partial credit, instead allowing for a 51500
credit for tuition and fees paid for ANY half-time-or-more enrollment in a
degree or cextificate program. The student is eligible the first time as long
as he hasn’t £inishesd twoe years of course work. The student is sligible for a
second areditr if he has a B- 8PA for the first year of courses -~ or thoss
completed at the time of filing, if he hadn't yet finished the first full
acadenic yaay. '

The Treasury analysts agree that this would eliminate the need for the

cumbersome tsrm-by-term calculations. They ralse some equity issues, however

{part-rime students ab low-cost instituticns might only gebt two $500 credits,

rather than being able to stretch it out over six years and get the full 53000
the current schemel .

If yvou agrze that this simpler approach should be explored, we need to get
| Treasury 2o do a cost estimate.



R

i

L

2. Fraud. Treasury is rightfully concarned about the fraud potential with any
new refundable oredit. The IRS needs to (a) collect the college-provided data
independently to guard against taxpayers creating their own fake 109%9s; and (b)
check to make sure that colleges are providing them with accurate
‘rmation. Could Education perform these roles?

already limits eligibility to ingtitutions approved undexr Title IV of the
Higher Bducation Act, and the Education Department iz already charged with
certifying the financial and administrative capability oFf the institutions as
part of the {admittedly weak) gatekeeping system. Ingtead of having IRS audit
the gystem, why not bheef up Bducation’'s operation & little so that they can
cheok institutions’ compliance as part of the regular certification and audit
Process’? ’

A part of the current financial aid process, the Educaticon Department already
cgollects some of the data (particularly on poorer students) that HOPE
requires. (The Department will bring & chart indicating what items are in its
gystem) . RBducation could collect the taxpayer data . from colleges -~ ag an
addition to its current data collection activities ~- and provide IRS with the
data for matching up tax forms. Again, 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 students enough {because it is offset dollar-for-dollar by federal
grant aid). Ar a previcus meeting, someone suggested that the Pell Grant
maximum be increased to $3000, and that the credit be reduced in oxder Lo pay
for the increase. Assuming that the grant would increass by inflavion sach
year, the cost is about $3.7 billicn. In oxdexry to save that amount, Treasury
eatimates that the credit would nesd to be reduced to gomewhere hetwesn $1350
$1400, A S$1500 credit would cover tuition and fess for about two-thivds of
!z‘zity college studsnts. The lowsr amount might cover Faverage" tultion and
nationally {$1200 in 1394-95), but would not cover as many students or
states.

Do you want to explore this option -fuyxthey, or look ab other ways that the
credit can be adjusted to help poor students more?
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TO: Robert M. Shireman

FROM : Kenneth S. Apfel )
cC: sperxling g

CC: reed b

cC: Barry White

SUBJRCT: Re: Hope Scholarships - inpdate

&eséage Creation Date was at 2—222»1996’§8:36;66

We could either xeduce the credit or sliminate the refundability. We should
explore both options

. |
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MEMORANDUM FOR ~ GENE SPERLING
FROM: PAUL DIMOND %2

SUBJECT: HOPE SCHOLARSHIPS, SKILL GRANTS, PELL GRANTS
: AND G, BILL FOR AMERICA'S WORKERS

CC: BRUCE REED, KEN APFEL

Proposai: offer the President an option to propose in his FY98-2001 Balanced Budget that

" essential resources and good information be placed directly in the hands of individuals and families
on the mandatory side of the budget 3o that students and workers of all ages are assured that they
will be better able to invest in the post-secondary education and training they choase to get ahead
in the new economy. In particular, ] propose full exploration and presentation of an option that
incorporates the following on the mandatory side of the budget:

. 31500 Hope Scholarship for up to two years, $10000 Education Tax Deduction and
expanded IRA, all with the same income phase-outs

. An additional $1500 Hope Skill Credit for one year for Dislocated Workers (who cannot
get back to work with their current skills based on a nunimum of 12 weeks of job search}

. . Pell Girants (with whatever maximum you deem appropriate, g.g., $3000, 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 information and gatekeeping is based not only on the
rate of completion of the offered curriculum but also on the earnings of the student in the
year following completion of the prescribed course-work

. Pay-As-You-Eamm Student Loang (in both Direct and GSL. L.oans} so that students and
workers of all ages can invest in learning new skills and repaying based on future earnings,

L Relevance to POTUS legacy. Since the mid-term elections in 1994 and throughout the 1996
campaign, the President staked his affirmative legacy on empowering all American individuals and
families with the tools they need to learn new skills to make a successful crossing from the old
industrial sra to a new age of discovery, knowledge and information. That is the motive for hig
"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 ina G.{. Bill
for America’s Waorkers), and the Hope Scholarship. Given the pressures on Non-Defense
Discretionary Spending for at least the next generation, there is only one way to assure thal the
President’s legacy is built inte the fabric of federal budgeting: put all of these forms of federal
support and incentives to increase individual and family "education purchasing power” on the
mardatory side of the budger.

I, Other considerations:

. . Balanced Budsrer. 1 take a back seat to no one in this Administration as a deficit hawk — 1



continue 1o urge that the President balance the budget on his watch, including proposing &
budget that achieves a zero deficit in FY2001, That means that the full budget implications
of the proposal (and any alternatives} should be fully fleshed out. Then, the hard budget
priorities and trade-offs can be presented to the President. 1 am confident that he will
choose to include this proposal g5 a centerpiece of his proposed Balanced Budget. And !
am just as confident that the President will negotiate 1o include this proposal as an
essential component of any Balanced Budget agreement, But the President will have this
opportunity only if you make sure that the option is fairly presented (o him.

Constituency and Hill Politics. Adding an increased, more flexible Pell Grant and a Hope
Skilf Credut for Dislocated Workers will build support for the entire package {including the
Hope Scholarship, the Education Tax Deduction, and the Expanded IRA) among student,
higher ed, and union groups. It will make clear to all of these constituencies -~ and to the
American people -~ that the President is serivus about making sure that all Americans have
the most important key to unlocking the door to greater opportumities as the U.S, leads
the world into 2 more challenging and more rewarding new age of discovery, knowledge
and information. It will give ltberal and moderate Democrats on the Budget, Ways and
Means, and Finance Committees (with the full support of their compatriots on the
Authorizing Committees) something to fight for that is night at the top of the President’s
agenda. And it will make clear to Republicans that these essential tax cuts and Pell Grants
must become an integral -~ and lasting - part of a Balanced Budget agreement.

Agency Concerns. DoBEd will generally support all aspects of the proposal, although they
will express concern shout making Pell Grants more flexible because the increased
information and gate-keeping requirements on non-degree programs may raise concerns
among the higher ed community: But we can strike a deal, first, with the community
colleges and the proprietary schools {and, then, with four-year colleges and universities}
that this is a very small and very fair price for making Pell Grams mandatory and enabling
thetn 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 of reasons, most of which relate
ta fears of losing suppart for appropriations for Dol. training programs: Even if this fear
were bomn out, however, it should not distract the President for one second from assuring
that the tncreased purchasing power he has always fought for is assured to be placed
directly in the hands of individuals and families, students and workers of alf ages by
including the mandatory proposal in a Batanced Budget agreement. [N.B.: Moreover, we
can still craft an aduit-only G.1 Bill for America's Workers, modelled after the Careers bill
in the House, that inchudes most of the components of our proposal last year -~ One-Stop
Shaps (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 Voc 2d bill (hopefully based on the
principles of accountability, choice and excellence, and retaining all kids in "school™ until
graduation } We should avoid any provision relating 1o Sthool-1o-Work in order to avoid
renowing this controversy with the Conservative Right E»zz the House. }




