
NOTE TO GENE SPERLING: 

The attached memo is a work in progress, reflecting ongoing 
conversations between myselfl Terry Peterson and Susan StrOUd. 

Susan has been on travel the past few days; she has not seen this 

version of the memo, though I talked her through most of it. In 

the main she Is comfortable with it, but there is olearly an 

unresolved issue regarding the primary purpose of this steering 

committee. The attached draft presumes that the purpose of the 

steering committee is to recruits.college presidents who are 

willing 1;0 commit specific numbers of volunteers -- both. from 

work study and from throughout the campus community - 

specifically for the purpose of tutoring in America Reads~ 


.At times thera has been an alternative conception of the purpose 
of this committee: to reoruit college preSidents who will take 
up the more general challenge of mobilizing new work study slots 
for,conununity service, with America Reads being a subset of that 
larger agenda~ 

As you might imagine, ED and eNS staff value these options 

differently, though I think we each see them both as legitimate, \ 


just different. 


We will need your assistance in resolving the fundamental purpose 
before we proceed. 

You might also note that I have attached a marked-up version of a 

possible tlmeline to the end of the memo. This timeline needs 

additional work .. both with respect to the specific activities we 

need to undertake, as well as again with respect to the relative 

emphasis of our message. 


I wi11 con.tinue to work with Susan and Terry on this on Monday. 

Call me 1f you have any questions. 


Mike Cohen 



TO: 	 Gene sperling 

FROM: 	 Mike Cohen 
Susan Stroud 
Terry Peterson 

SUBJECT, 	 America Reads/Work Study Steering Committee of 
Co11ege·Presidents 

The thrEIG of uS met this week to di.scuss how to quickly launch a 
steering committee of university presidents to mobilize 
i.nstitutions of higher education behind America Reads. 

This memo spells out our overall approach as well as some issues 
we will still need to resolve in consultation with you~ 

Steering Committee 
We envis.ion a Steering Committee of approximately twelve college 
presidents who are influential among their peers, geographically 
represen,tative and representative of the broad diversity of 
sectors in higher education (e.g., state and land grant 
universities, private universities~ Catholic institutions. 
HBCU's~ etc.). The Steering Committee will provide the means to 
achieve buy-in the higher education community toward achieving 
the Presidents goals in Amerfca Reads, and to providing a 
significant part of the army of volunteer tutors needed to 
achieve it. 

Attached is a list of candidates we intend to draw from. 

The steering committee members will be asked to do two things: 
to make exemplary commitments to providing volunteer tutors 
for America Reads from their own campuses: and 
to enlist a minimum of five other college or university 
presidents to make similar commitments. 

One issue to be resolved is the specific nature of the 
commitments we expect members of the Steering Committee to make. 
Our current thinking is that members should be asked to: 

• 	 Commit to working toward a target of up to 50% of new work
study slots for America Reads 

Commit to a specific campus-wide mobilization (students, 
faculty and staff), over and above the work-study 
commitment, to America Reads. We are not able to specify 
this any further, in terms of absolute numbers of 
percentages of partiCipation on a campus basis. 

Honor Roll (or Committee of 50 or 100 College Presidents for 
Aoleri.ca Reads) 
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We envision the Honor Roll/Committee as the means to recognize 
the commitments made by both the Steering Committee members and 
the additional college presidents they bring into the process. 
The target number for the honor roll/committee is fifty to one 
hundred college presidents by the time of a State of the Union 
announcement. 

We believe we must involve the Steering Committee in determining 
the exact commitment necessary to be added to the Committee of 
100, given their need to sell the initiative. Some options for 
criteria include: . 
• 	 50% of new work-study slots committed to community servic6* 

and 
a substantial (and to be specified) portion of those work
study slots designated for America Reads and 
a larger commitment to mobilizQ the campus beyond work study 
for America Reads 

What is being measured? 
There needs· to be a common metric for' "counting" the commitments 
made by Steering,Comm1ttee and Honor Roll members, so we can have 
somethin9 alear6 concrete and sizeable for the President to point 
to during the State of the Union or other announcement time. We 
believe that the Steering Committee members must be part of the 
process c.f determining this metric: .in fact, it is one of the 
committeEI's first tas~s. Measurement options we have considered 
include: 

Number of new (or total) work-study slots going to preK-4 
literacy programs 
percentage increase in campus involvement in literacy 
programs (in terms of numbers of tutors, numbers of tutor
hours * etc.) 
total number of additional campus volunteers 
total number of tutoring hours dedicated to America Reads 
(this would produce the highest figure of all the options) 

Other issues: 

The committee could# if inclined# take up other issues related to 

helping mobilize college tutors, such as: 


connecting community groups with universities; 
the need for putting together a guide book or other tangible 
information on starting a reading-tutoring program from a 
campus perspective; 
meth()ds to minimize the barriers for campuses to use -work 
study slats £or community groups 

Moving Forward: Next Steps 
We need to quickly: 

Finalize the list of who we will recruit for the Steering 
COmmittee~ Terry and Susan are consulting with their 
colleagues to narrow down the final list. You should 
indicate any of those on or off the attached,list you want 



to make sure we include~ We will finalize this list on 
Monday. 

Contact potential members and form Steering Committee. We 
are in agreement that there should be a letter to the , 
potential members from the White House ASAP (from FOTUS, or 
pel:-haps the Chief of Staff .. Laura Tyson or yourself). The 
letter will be followed up immediately by a phone call, with 
the calls probably divided up between WH, ED and eNS staff. 
The Committee should be formed by Dec. 13. 

A conference call with the committee. We will send the 
committee members a brief memo laying out the initial issues 
we think they need to address. and hold a conference call to 
work through them. The call shouid ooeur during the week of 
Dec. 16. 

• 	 Develop a rollout plan and tlmeline for higher educatIon 
initiatives for America Reads, including: 
~ Announcement of formation of the Steering Committee 

Ongoing interaction with and support to the committee 
Setting deadline for securing written pledges for 
college/university president's 
State of the Union Announcement 
Photo-op with President for Steering Committee members 
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POSSIBLE STEERING COMMITTEE MEMBERS 

Priority List: 

Robert Corrigan 
President 
San Francisco State University 
(suggested cbair) 

Tom Cole 
Clark: Atlanta University 

Delores Cross 
Chicago State 

T. Sandy D' Alembette 
FlorIda State University 

George DennisoD 
University ofMonlana 

John DiBiaggio 
Tufts University 

E. Gordon Gee 
Ohio State University 

Vartan Gregorian 
Brown Univenhy 

Augusta Souu Kappner 
Bank Street College ofEducation 

Eamon M. Kelly 
Tulane University 

Brit Kerwin . 

University of Maryland, College Park 


BYron McClenney 

Community College of Denver 


Barry Munitz 
Chancellor, California State University System 

Diana S. Natalicio 
University of Texas at EI Paso 

Leo O'Donovan 
Georgetown University 

L. Jay Oliva 

Has already committed work-study slots, 
generated comminnents already from all 23 
CSU system campuses 

He has already commiued new work-study slots 
to America Reads; HBCU 

State scboo~ urban environment. older, minorit), 
student population 

Large public unive~ity, and Govemor Chileihas 
already eommlned to advancing work-study 

On Compact Executive ernte., and Chair 
Monmna State Commission on National S~rvice 

He has credibility with private and land 
grant universitIes: chairs coalition of32 Mass. 
colleges and universities 

Large, midwestern institution 

He would have influence with privl1te 
universities 

A 5m81~ graduate level inslinuion with a tf!rrific 
president 

Southern private university; sttong Clinton 
supporter 

Has already committed work-study slots, 
willing to liaise with other land grants 

A dynamic president of a community college 

He is advocating this in the csu system, 
and he is the current chair of ACE 

Largely Hlspanlc serving public uniVersity 

He is close to the President and would have 
clout with private and Catholic uni"crsities 

The largest private university in country, and he 
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New Y cirk University 

Eduardo Padron 
Miami Dade Community College 

Jud1th A. Raml'lley 
PQrtand State Univenit)' 

Judith Rodin 
lJniver$ity ofPennsylvanJa 

Tcd Saunders 
Southern lIIinois UniversIty at Carbondale 

Other Ham$1: 

Johneaa Cole 
Spelman College 

LoIs B, DeFleur 
Srate Un1vmil)' of New York at Bingbamton 

John D, EsheLm;m 
Seaale Un"ivuzity 

Norman C. Francis 
Xavier Odtversity Qf LouisIana 

Juliet V. Careia 
University ofT(xu at Brownsville 

Claire GlU.1dlant 
Connecticl,lt Colleg:te 

Donald N.Langenberg 
University of Maryland System 

Carl V. Patton ' 
Georgia State UniversUy 

John H. Reinke 
Loyola University of Chicago 

Arthur K. Smith 
University of Utah 

H. Patrick Swygert 
Howard Unlversity 

Education Aswci!rtion President:>: 

James Appl(berry 
ASCU 

teaches a course in community service 

One of 13rgest community college, wIth 
ei<cellent community $ervice program 

She'$, on Compact EXet1Jt1ve Cmtc.• and $be is ytr'j 
committed to commu."t!ty service 

Ha~ expressed i.nttKSt to White House; excellent 
community service progra.m. 

Formerly with US Department ofEdueatioo 

VJbilc she wQUld be great. sbe is: $chedufed to leave 
her podtion 

Incoming chait ofACE board 

Catholic university, Pacific Ncnthwest 

Prlvate, Catholle: unlvcl1ity in South; le;sder in 
HBCU network 

Dynamic' leader oflarg~ly Hispanic publk 
university 

Small, priVat~ liberallll'ts institution, fonner 
chait of Campus Compact 

He i$ already working with Brit Kerwin on U!ln.g 
work~study throug..hOUt the Maryland sYStem 

Large IMd grant univ~rsiry in South 

Strong leader; Catholic institution 

ExceUent eommuni!j service 'Program 

The Howard name 'Would carry a IOi of clout with 
HBCUs 
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William Gray 
UNCF 

Stan IkenberTy 
ACE 

Peter McOmh 
NASULGC 

F:ra.nk Ne~man Frank Newttltl.tt hllJ written about this for years: 
Education Commission ofthe Swcs 

Da.... id Pier:e Whlle he', an association president, he may be a 
American A.$$OciaUon ofCommunity Colleges· useful link to community I:;clle,cs 

David Warren 
National Association of Independent Colleges 
and UniversIties 
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• 	 PrtfJdentl.i Inl'ltaiJolI f.)f Stlttlng Commltte.; Wo hllve an tXp&fI.dcd \i:t{ ofpOl'tt\tiat Steering 

Com.m.ln.ee mtmbm for the PruJdent to approach. lut JiJ\t COVets aU areu atoyapbkatly, ll'I4 h14J 
reprcnntat;ves from an ~Kton, We be"tve theu presldcpts should be apprQached first thwugh .. 
WhitJ: Hou)(! teller ofin.-.,ltatlon (next week). the deadline fOf rnpomo of..hldt 'Wowd b. the end of 
n.C!lt week. The weclt mU"iftel, wtI would $tbcd\'\l~ Oft in.itlal CQnfae4tC c.n (0 brief O'Ie new 
memw~. 

January: 

.. 	 11l1lQ1U'1Il Addrn.; 'While me tz,augUt1l1 .pt"h f~ on broad maml:'s. then ma)' be a dlanet: ro 
bring; up the MilttlA L\ltbu Kina Oay COTnntl.Uuty ~tn'kc Activities belba clTritd Qut ~ AmerlC",,,,,& 
nationwide. M.:my of theu: prograuu have a titerlt)' ttll.-mf tLD6 tClwd bt cited. 

• ACE Annual [\teetlua/Campu.. Comp.e( Mcttll'li: Th, Ptuide.ut spo\:,e; fU the ACF: meronil two 
yearS ago in Sal\ FfI"nt!.sco. &l'I.d. ttl!,s )'t'V'j mcotln! taxes: place in Wuhington Gn Ft'un.l.ll.rY ;n . :H. 
It', like:1y that me Prtskkcu f,u already been invj~4 tG speak. The Campus Compact meeting foUows 

Wd ,Z'ZI 9E-90-/1,00d 
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UNITED STATES DEPARTMENT OF EDUCATION 

nm UNl)ER S!CI¢fARY 

To: 

From: 

R.: Reading Initiative 

. Date: August 15, 1996 

I ha<l a lengthy conversation ro<lay wiLl! S"",ewy Riley about the reading initiative and the 
various forms it might take. Because we both see some significant weaknesses in the joint 
"zero to eight" propos3lthat has been developed. we think it important that the Presi<lent be 
presented with all thr~ options that have been oollSi<lered thus far: the joint option. an option 
more clearly fOCU$ed on improving reading achievement, and an early childhoo<! option. 

• Attached,. as you requested at the NEe meeting yesterday, are pros and ooos of both the joint 
initiative and of a more targeted reading proposal, a...d 011 the conver$ltion today with 
Secretary Riley. we are waking some minor changes to our reading proposal and will send it 
to you tomorrow. ' r would then like lO cbat whh you for a few minutes FridAY to sec where 
we are. 

• 




P,03. AUG-IS-96 THU 19:48 
, , 

• 	 PROS AND CONS OF READING INITIATIVE AND 0-8 PROPOSAL 

I. EP'tK-j READING PROPOSAL 

If the President is presented with an option focused exclusively on the K-3 reading initiative, 
. the pros and ""OIlS are: 

• 	 The goal iJ; straightforward, <»ncrete and universal: to help all children read 
Independently and well by the end of 3Td grano. The initiative would allow the 
Pmsident to call for: extra help after school and during the summer for any young child 
who falls hehlnd in reading; I million volunteers tuto",: 1 r ..ding specialistltutor 
coordinator for every olern<DWY school who needs one. These are strong bully-pulpit 
issues that can galvanize the public and create: signiflCant. lasting change in home, 
scheol and community norms about reading. 

• 
• Reading by 3ed grade Is tbe right ineus: Research shows that if a child can't read 

well by 3rd grade, cbence, for I.rer success, in school and life, are significantly 
diminished. Ensuring the reading success of every child would increase their academic 
performance, unlock their porential to learn, and empower them throughout their life 
It would also reduce the numbeT.s of children in special education; improve discipline 
pmblems in da::.srooms (which correlate with low academic achievement); and provide 
critical additional help for the 2.8 million children with limited English proficiency . . 

• 	 A focus on reading is present· and future-Iookillll, A reading effort reinforces !be 
Administration's con:tmitment to all children leaniing the basics - a prioriI}' to the 
public - while .lso heing consi'tent with a focus on technology (for children cannot 
.. Cruise the internet" if they do not know how to read), 

• 	 A reading initiative is pro·family, pro-thUd and pro-community: Every parent can 
help -- and mus.t assume the resporuibiliry for helping - their children read, . For 
example, all parents can make a positive difference by reading with tIre!r child 30 
minutes a day. NorjllSt parenlS, bUI also commllIlities, the 16.000 public libraii;", 
civics clubs, church groups, seniors, and national organizations can corurihute to 
reacbing the rcaning goal. 

• 	 Tutoring after-school, weel<ends & during the SWIlmer cTeates opportunities for 
additional and individualized learning time, thereby building on, rather than 
substituting for, existing efforts to improve reading in our schools. Research also 
sugge~ts that individualized help most effectively addresses reading problems, 

• • Summer and after-scbooltutoring programs can support other important goals: 
They: 

-- help scbool' .tay open afternoons and weekends, 
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• 
 - leverage e!fom [0 promote community scllools . 

•• addrc.. the problem of the lack of adeqUate day care, child care and positive 

experieDOes at the end of the school day. . 

- provide children with mentors and adult role models, 
- provide children with additional "safe havens.• 

Reading fund.! can leverage improvement in the regular illSlructionai program and 
the Title I program, because !hey will serve childrcn in schools doing least well in 
reading and depend on schools cOmnlltung 10 improving their own in-school reading 
programs. 

• 	 TWs initiative build.! in a clear accountability mechanism - 4th grade reading score. 
on the National Assessment of Education Progress (NAEP). 

• 	 This initiative builds on the efforts of • number of states (TX, CA, CO, vA) and 
cities (Boston, NYC) who already have their own. reading campaigns focused on early 
reading. It also builds on ED's Read*Writc*Now nnd Parental Involvement 
Campaigns. 

ConslpQssible attacks: 

• • A re.ding campaign could further ignite lb. phonics-whole langnage debate and 
provide politic.l fedder for opponents of whole language and the federal government. 

ReSPoose;; the initiative must emphasize that locals, not feds, will have <:ontrol 
of all program decl!;ions. Moreover, good teachers generally use a range of 
reading str.tegies including phonics and reading for comprehension. 

• 	 Tutoring programs are often difficult to run and sustain, These programs depend on 
volunteers for who.1ll the tutoring usuaUy is not the primary commitment. The tUtors 
lacl: training and often give ashen-term eamnlltmetlt, Mobilizing I million volunteers 
may also prove unrealistic. 

R&spQns;e; Paid reading specialists. full-time, paid tuWr l:oon11narors. and a 
strong roeus on training are designed to mitigate these problems. 

• 	 The effectiveness of tutoring by voluntt.!crs has not been very weU-documented. 

• 	 A program focused 011 a~r-scbool and summer reading tutoring raisE'S questions 
about the efficacy of Title I and the overaH scnool program. 

• 	
ResPQD~e i Through ESEA rellumorivu:ion and other efforUi. ~e Department too 
is: working on strengthening Tide I and leveraging improvements in overall 
school programs.. 

• Some may :u-gue that th.... is no need for a new program and tlla' i!l.ldidonal fUnding 
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should be provided to Title I or national service. 

&!:SPO!lS!O; A proposal for large-stale omr-school and summc:r help for children 
behind in reading provideS a concrete and important new idea that is neither 
programmatic nor lodged exclusively in either schools or communities. 
Regarding Tide I, no matter how good the Title I program is, rcac!ing success 
depends on parenrs and communities and on working with children from an 
early age. There al"" will alway, be some children who will need extra help 
!>Cfare and after school. Moreover. while National Service should be • 
component of a ",ading initiative. it is not suited to produce either the 
int"rastru,;ture or fiexibility for a large-scale effort the laclode. the majority of 
schools and very bighly trained teachers and other staff. 

Volunteer programs always present some risk of child abuse problem •. 

l!;>pon",; Only with strong screening and active, well trained tulOr 
coordinators can this con be addressed effectively. 

• 
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U. TIm QVEKA!.!.1l-8 PROPOSAL e If the President is presented with. joint OptiOH fur a 0-8 Proposal that includes early Head 
Start, Head Slim. Paremal Involvement. and the ~g effort, lhe pros and cons are: 

• 	 If done rigbt, the proposed componenU compllmenl ••cit other. Preschool 
expansion/improvements and parental involvement are. critical to providing the early 
sul'poru and language-rich environment' for very young children thaI are essential to a 
youn£ child', reading success, (Enriched preschool and parental involvement were· 
components of the initial reading proposal), 

• 	 Focu.~ng on children 0-8 avoids criticisms of an approach focused exclusively on K~3 
or 0-5 (Ie" -for net starting early enough" or "for lacking follow-up"). 

• 	 The public will intuitively recognize the importance of and connection between all of 
the components of tht: initiative, 

• 	 Strollll family literacy and parent training are essential (0 enabling alll"reOl' to 
help their <.:hlldreu learn to n:ad. 

• • The bealth. development, and reading success of children depend on very ••rly 
interventi«;ms. Passage of the welfare hilt will only exacerbate the prest:nt inadequacy 
of child care and day care in the country. 

• There likely is not enough (uuds for any of the components to have a universal rt:ach 
and dgnificant impact. 

• The goal and fo<us of the inltlalive is diluted (there are many progr:mllnatic,pi<;<:cs. 
many sub-messages [e,g,> healthy development, bead sran expansion, building on 
Amelicarps]), This may undercut the strength of the proposal and irs public appeal. 

• lUgh! no",> the dilTerent components of the 0-8 proposal have very different 
emphases. With three of its four components focused on Head Start and oroad support 
and training for parents. the proposal also loses its emphasis on reading and irs 
universalappcaJ. 

• A challenge grant to states to support parental involvement may not be an effective 
way to promote- parentaJ involvement. In many >::ases, local groups, communities and 
national networks can r.1ore effectively mobilize parents. 

e. Tbe proposed expansion of eaely Head Start win reach very rew infant<,· 
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19-Nov-1996 04:44pm 

TO: SPERLING G 

FROM: Kenneth S. Apfel 

CC: TABERSKI D 

ce: Ba::::-ry t.JhIte 

ce: Robert M. Shireman 


SUBJECT: America Reads - WorK Study requlation 

Message Creation Date was at 19-NOV-1996 16:35:00 

I believe we should get this reg out aS4p. Thi.s is a good short terrr, solution 
- - and one we owe to the O~3 staff, not the Depar.tment. Gene - - do you 
agree? 

----------------- --- Forwarded by Kenneth S, Apfel/OMS/EOP on 11/19/96 04 :32 
Pt·l -------------------------- 

Robert M. Shireman 
ll/19/96 03:25:15 PM 
Record Type: Record 

To: Kenneth S. Apfel/OMB/EOP 
cc: Leslie S. Mustain/OMBjEOP, S. A. Noc/OMB/EOP 
Subject; America Reads - Work S::udy regulation 

::: leoked into what t:he Secretary can do without further legislation. It is 
clear that he cannot increase or change the current 5% community service 
requirement, However, he is authorized to waive -- by regulation -- the 25% 
institut:'onal match On the work~study awards Hin fu!:'therance of the purpose" of 
the law. One of the purposes of the law is commu~ity service, includi~g 
tutoring, 

• 
If we had time, the Secre':ary cO'Jld put: out a proposed regulation saying ~for 
example) that a school can ge~ a waiver if 15% of their work-study students are 
reading tutors, But we don't have tirr.e ::0 do a proposed regulation for next 
year, because che master calendar requires that any regulat:Lons that will take 
effect next academic year must be publi.shed in final :orm by December 1. 

The lawyers tell me that the Secretary can publish a final regulation that did 
not go through the N?RM process i: it is Uharmless, I! and they think r:he lS%" 
approach does not meet that definition, So, the Department suggests a 
regulation (to be added ::0 a currently pending ~egulatory package) that 
authorizes the waiver where "the student: is enp:oyed as a reading tutor for 
ctildren who are in preschool through elemer.tary schocl. H 



I 'Given that we don't know what the prospects or timing are for legislation, 
would recommend that we go forward with this modest step. We could always go 
further lat~r. 

00 you want to go forward with the regu:atioll, or save it all for legislation? 
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E X E CUT I V E OFF I C 8 . 0 F THE PRE SID E N T 

06-Dec-1996 06:48pm 

SPERLING G 

Kenneth S. Apfel 


Robert M.' Shireman 

America Reads 

Message Creation Date was at 6~DEC-1996 18:44:00 

Just in case the fax didn' t reach YOu" this is the document des.~ribing the 
issues that need to be decided in Monday's meeting. 

America ,s Reading-Challenge 

Purpose: To helt, ensure that children read well and independently by' the end of 
the third'grade so as to succeed in school, the workplace and in life. 

Funding: 
(in millions) 

1998 1999 2000 2001 2002 Total' 
Reading 
Education Dept. (mand.) 200 250 325 325 325 1,425· 
National Service, (disc.) 200 200,200 200 200 1,000 

Parents as First Teachers 
Education Dept. (mand. ) 60 60 60 60 60 300 

Accountability 
ED-NAEP (disc. ) 5 5 5 5 5 25 

Total 465 515 590 590 590 2,750 

A. Grants to States! 

Funding is formula-driven, with all States receiving funds upon approval of 
State plan. 

ISSUE 1: Should grants to States be ·competitive? ED favors a &leading edge 8 
strategy that would fund the 30 best plans in the first year, with all 
interested stat €:s receiving resources by the third year. This means that the 
Federal government will have to decide which SCates are ready for a statewide 
reading program. SD feels that: this is necessary in order to get serions, 
innovative plans from States. 

Howev€y, under a formula grant, States would still need to submit a 
publicly· vetted strategy to ED and eNS for approval. Given the-high priority 
of the initiative, the process would be closely watched. Funding only some 
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States in the fJ.rst and, second years slows the national effort considerably. 

Total Funding available for state grants -~ 95% of the &Reading 8 funds eqch 
year are distributed to States. 

ISSUE 2: Should more money be retained for national activities? The current 
draft sticks with the initial design of atate-based reading initiatives. The 
5% set-aside is for national activities such as training. dissemination of 
model materials and programs. evaluation, conferences. and structured local 
experiments. ED and eNS would like additional funds to both (a) fund national 
and regional organizations, to prompt a true national effort, and (bl fund 
innovative local programs:. However, this would make it more difficult to hold 
States accountable for their activit'ies, since there would be· national 
organizations and federally-funded local programs that are not part of the 
State plan. Furthermorc 1 it is unlikely that Congress would provide EO and CNS 
with a large, flexible pot of funds, 

Single state strategy for ensuring that all children can read well and 
independently by third grade. State plans are developed a~d Bupmitted jointly 
by the State Educational Agency (SBA) and the State Commission on National and 
Community Service. {The plan will have to designate one entity as fiscal 
agent.) They devise an integrated State strategy to raise reading levels. 

State Plans tnust describe the State S strategy for"disseminating fundsI 

through a competitive process to local reading·consortia tr.at serve'areas with 
high number/percentage of low-income students or great need for assistance. 
The State plan and local consortia would describe plans to recruit and provide 
tutors for after-school, weekends, and/or in summer and otter effective reading 
initiatives for-children pre-K through Grade 4 that 'support in-school reading 
programs, promot.e early childhood literacy/parenti.ng initiatives,. use 
qualified, trained, screened personnel, including reading specialists, and make 
parent involvement a high priority, State plans must also include a strategy 
for expanding existing local or State literacy initiatives or developing new 
ones, incorporating National Service participants {AmeriCorps; RSVP} 
consistent with any eNS requirements, incorporating work-study students, 
coordinating with State Head Start programs and Parents as First Teachers 
programs, leveraging. resources from private or public sources for literacy 
initiatives, and monitoring lite~acy programs. 

The joint plan would justify an overall budget by describing costs in two parts 

tal estimated funds needed for reading specialists, local assessment, the cost 
of keeping schools open, and ocher education-related activities; and, 

{b) estimated funds needed for volunteer coordinators and other 
volunteer-related efforts. 

The joint plan would describe how the partnership intends to ensure 
accountabi.lity for the funds (e.g. who the fiscal agent is, how the agencies 
will monitor the local activities}, The presumption would be that the SEA 
would monitor activities funded pursuan~ to ,{al above, and the Com~ission would 
monitor activities fU:lded pursuant to {b}. 'this would be a joint mO!1itoring 
plan, with any &results 8 being a joint product. 

Joint revi"ew by ED and eNS. ED and eNS jointly review the State plans and 
negotiate for improvements- in the plans. The review would include an 
assessment of the total cost of the volunteer-related activities proposed by 

http:literacy/parenti.ng
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the State plans. If thac total cost is less than the amount of funds 
appropriated for this purpose for eNS, and further changes to State plans would 
not further the purposes of the program, then the funds would be available for 
reallocation to other States. If more volunteer-related activities are 
proposed than the amount appropriated to eNS, then ED funds could be used for 
that purpose. . 

The State receives its to::al funds, and carries out: its plan. The Scate need 
not separate funds according to whether they came from ED or CNS. The statute 
would specify that Congress intends to allow commingling of funds at the State 
level (so that this could not cited as a problem by Inspectors General. etc.), 
a that ED and eNS would work out a joint plan for monitoring and assessing the 
progress of State programs. 

ISSUE 3: Should the ED and eNS funds remain separate. ED agrees that joint 
plans should come from States to the Federal government, and from local 
consortia to States. But ED would keep the funds separate, sending its portion 
to the SEA, while eNS sends its portion to the Commission, as laid out in the 
State plan, The Cornmission and SEA would then fund a local consortium based on 
ita plan for broad-purpose SEA funds or &national service people. a The 
Commission and SEA (as well as ED and eNS) would retain distinct 
responsibilities for mo~itorin9 the use of their funds. {See attached chart 
representing ED ,s approach), 

But these are not two separate programs, There is one. goal: teaching children 
to read. A State plan is either succeeding or failing. The Commission and SEA 
efforts fit together in just one plan, and the plan should be monitored and 
evaluated in its entirety, not in pieces, Worrying about keeping funds separate 
does not contribute to the success of the plan, 

States may reserve up to l~.of funds for state coordination and funds 

management. 


S. National Activities Fund 

Funding,per year -- 5% of ED and eNS &reading a funds. 

Activities include training, dissemination of materials/model programs, 

evaluation, and conferences. 


'Decisions made jointly by ED and eNS. 

C. Parents as First ':'eachers 

Funding: $60 million per year. 

Use: Grants ~o national and regional organizations to establish and expand 

programs that help parents stimulate and improve their children ,s reading 

skills. 


Decisions made jointly by £D and eNS. 

ISSUE 4: How does Parents as First Teachers fit in, and what is the EHB role? 
There are cwo i:;;su€!s that have been raised but not resolved: 

{a) Should some of these funds be discribuced along with the State &reading B 
grants? (If so, should the State Head Start office be added to the 
Commission-SEA joint plan, and a relevant entity included in the local 
consortium? ) 



·,. 
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(b) Should HHS be part of the decision~making structure for this program, and 
for the reading funds? 
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December 6, 1996 

MEMORANDUM FOR THE FIRST LADY 

FROM: 	 GENE SPERLING 
BRUCE REED 

SUBJECT: Possible Involvement in Promoting the President's New Initiatives 

I. 	 AMERICA READS, (Child Literacy) 

Over the next few months. as we send formal legislation to the Congress for Democrdts to 
introduce on "America Re.1ds." we have a simultaneous opportunity to lead a national 
public ca.mpaign on the importance of reading and the need for volunteer tutoring to help 
all children read well by the cnd of lhc 3rd grade. 

• 
While Burbara Bush achieved some success at associating her name with literacy and 
drawing greater attention to the issue, your involvement coupled with a strong bully-pulpit 
and legislative push by the President, could truly make this a legacy issue for the 
President. 

Described below are each of the various aspects that make up the America Reads 
initiative. You could decide to emphasize the overall America Reads goal of "making 
sure that every child can read by the end of the 3rd gr~de.," or you could decide to choose 
one particular asp~ct of the America Reads chalJenge to make your personal cause over 
the next year(s). 

Aspects or America Reads: 

• 	 Parents as Tear;hers." Reading 10 Children While They Are Youn,l.i. This aspect of 
the President's inhiutive focuses on helping parents help their ,;hildren become 
bl.!Ucr rcaders. And this aspect of the America Reads initiative will certainly 
require lhe greatest bully~putpit public campaign effort. {We can only do so much 
through legislation to ~et parents /0 read to Iheir kids ~- but H'C can accomplish (1 

great dcal by IlGving a national campaign j()cusmg on the is.nte1 

• 
A mHional campaign on thlS issue could foctls on highlighting programs that are 
"proven successes" at helping givc parcnts the tools they nced to help their children 
tcarn to rcad (such as Parents as Teachers, I·IIPPY, MegaSkitls, and others). Such 
a camp:lign could also truly b';eomc a grassroots drorl -- going into communities, 
lihraries, and homes across the cmmlry and talking to parents :Ibout the importance 
or reading to their children early (lnd often. 



• 
• Head Start Revival. Related to the Parents as First Teachers aspect of the proposal; 

you could place a strong emphasis on strengthening our commitment to Head Start 
~-' so that even the most disadvantaged children get reading attention when they are 
young and so that their parents are taugnt the importance of reading with their 
children. 

Under new Head Start standards developed hy a'uf Administration, Family- Literacy 
is a new priority in Head Start -- all parents will be offered training to help them 
be involved in their children's education and to help them he their children's first 
teacher. Last year more than 800,000 Head Start parents volunteered in their local 
program. The President's balanced bwJgcl proposal includes an expansion of Head 
Start so that it can reach 1 million preschool children in 2002. 

. 
Your attention to Head Start would help revive this program 'which was once held 
in the highest of stature of all government programs, and go to show that there is 
some good that can be done by some government programs. It would also heIp to 
emphasize that no child should be left behind in our national child literacy effort 

• 	 America's Reading Corps. The crux of the America Reads Initiative is the 
mobilization of an army of reading tutors to help make sure that every child has 
the individualized attention ~- both after school and during the summers ~~ that they 
need, 

• 	 30,000 Reading Specialists and Volunteer Coordinators to help the 20,000 
schools th(u need help most -- reaching 3 million children. Our legislation 
would provide grants to help such efforts. In lieu of passing such funding, 
you could visit these communities and schools, talk to leaders, highlight 
successful· existing efforts. focus attention On the need for greater resources, 
and help mobilize new volunteer efforts. 

Nntinna! Goal of Mobilizing 1 .Million Reading Tutors. Your personal 
commitment could help build this army even without pnssage of our 
legislatioll" Our 1 million tutors \IIiU include: 

! 1,000 AmeriCorps members as fulOr coordinolors and valunteers . 

Experwnt:e Corp ~- senior reading volunteers, Thousands of older 
Americans already volunteer their lime reading 10 young children, 
The President's proposal would expand on these intcrgencrntional 
efrorts, 

iOnuoo Work ,)'ltuly Tutor,,," Subsequent to announcement of 
America !{cads, the President announced his plan tu requlrc that 50% 
of the increase in Work~Sllldy slots be used to mobilize 100,000 work 

• 	
sWdy students to tutor children in leading. 



•
II. TRAINING TEACHERS ASPECr OF TECHNOLOGY LITERACY 

While we have done well to highlight the need to connect every classroom to the Internet 
with modern computers. we have not done as great of a job at emphasizing the need to 
ensure that our children's teachers are trained to teach these new technologies. 

Ali 6th Grade Teachers Trained to Teach TechnQ!Qgy. One proposal we are currently 
considering to increase the number of tcchnologicaUy~trained teachers would be to target 
all 6th grade teachers. By choosing just the 6th' grade to start, we could announCe an 
achievable goal and rally states and national school boards behind this goaL Targeting the 
6th grade would allow us to reach children when they nre ready to usc the Internet and 
other hew technologies for educational purposes. As a next step, tbese trained 6th grade 
teacheni couJd then help educate their peers in other grades. . 

, Were we to pursue this new idea, you could visit schools around the country and 
lead the effort, 

III. SCHOOL CONSTRUCfION. 

Initial n!3ction from the Hill to this proposal has been somewhat positive and bipartisan. 

• 
The Presidenl's proposal would help communities rebuild their schools (or build new 
schools) by reducing interest costs on new school construction and renovation projects by 
up to 50% ~~ with a sliding subsidy scale depending on need. The goal of the interest 
reduction is to 5ubsidit.c $1 out of every $4 in construction and renovation spending -~ 
thus our $5 billion proposal would spur $20 biJHon in local construction. 

As you well know, the crumbling of old schools and the plethora of overcrowded schools 
around the country has received enormous media "attention this school yeor, While our 
legislation is sent to the Hill and introduced by the Democrats, you could vi~it scbools 
across the country and talk about the need for passing School Construction legislation. 
You could also mobilize community leaders in support for such an unprecedented federal 
school mvitalization commitment. 

IV. COMMUNITY SCHOOLS. 

As part of the PresidcHI'S FY98 budget proposal. we <lfe working on u pfOpONJI 10 
increase the number of schools that keep their doors open after school hours to give 
children ;:t safe place to .go. 

V. IIIGIi SCHOOL SERVILle. 

• From a pure bully-pllipit standpoint, we could launch a campaign to Illcrease the amount 
of community servkc performed by our yuung people. This tics into the "rcsponsibiJiiy" 
theme. We also have <l Icgislznive proposnl to give National Ser\'jce Scholarships to high 
school sludcnts thul participate ill community service. 



• 
• Head Start Revival, Related to lhe Parents as First Teachers aspect of the proposal, 

you could piace"a strong emphasis on strengthening' our commitment to Head Start 
~-' so that even the most disadvantaged children get reading attention when they are 
young and 50 that their parents arc taught the importance of reading with their 
children, 

Under new Head Start standards developed hy our Administration, Family Literacy 
is a new priority in Head Start -- all parents will be offered training to help them 
be involved in their children's education and to help them be their children's first 
teacher. Last year more than 800,000 Head Swrt parents volunteered in their local 
program, The PresidenCs balanced budget propOsal includes an expansion of Head 
Start so that it can reach I million preschool children in 2002, 

Your attention to Head Start would help revive this program which was once held 
in the highest of stature of all government programs, and go to show that there is 
some good that can be done by some government programs, It would also help to 
emphasize that no child should be left behind in our national child literacy effort, 

• 	 America's Reading Corps, The crux of the, America Reads Initiative is the 
mobilization of an army of reading tutors to help make sure that every child has 
the individualized attention -- both after school and during the summers ~~ that they 
need, 	 . 

• lO,OOO Reading Specialisls and Volunlcer Coordinarors to help the 20,000 
schools that need' help most -- reaching 3 million children. Our legislation 
would provide grants to help such efforts. In Heu of passing such funding, 
you could visit these conununities and schools. talk to leaders. highlight 
successful existing efforts, focus attention on the need for greater resources, 
and I~elp mobilize new volunteer efforts. ; 

NalionaJ Goal of Mobilizing J Million Reading Tutors. Your persona! 
commitment could help build this army even without passage of our 
legiSlation. OUf I million tutors will include: 

J},OOO AmeriCorp.I' members as wJnr coordinators and volunteers " 

Experience Corp -- senior reading volunreers. Thousands of older 
Americans already volunteer their time reading to young children. 
The President's proposal would expand on these intergencrational 
efforts, 

100, ova Work Study Tuturs, Subsequent to announcement of 
America Reads, the President aimounccd his plan to require that 50% 
of lhe increase in work~slUd)' slots be used to mobilize 100.000 ~ork 

• 	
study students to tutor children in reading, 



•
II. TRAINING TEACHERS ASPECT OF TECHNOLOGY LITERACY 

While we have done well to highlight the need to connect every classroom to the Internct 
with modern computers, we have not done as great of a job at emphasizing the need to 
ensure that our children's teachers are trained to teach these new technologies. 

All 6th Grade Teachers Trained to Teach Technology. One proposal we are currently 
considering to increase the number of technologically-trained teachers would he to target 
all 6th grade teachers. By choosing just the 6th grade to start, we could 'announce an . 
achievable goal and rally states and national school boards behind this goal. Targeting the 
6th grade would allow us to reach children when they are ready to use the Internet and 
other new technologies for educational purposes. As a next step, these trained 6th grade 
teachers could then help educate their peers in other grades. 

Were we to pursue this new idea, you could visit schools around the country and 
lead the effort. 

III. SCHOOL CONSTRUCTION. 

Initial reaction from the Hill to this proposal has been somewhat positive and bipartisan. 

• 
The President's proposal would help communities rebuild their schools (or build new 
schools) by reducing interest costs on new school construction and renovation projects by 
up to 50% ~- with a sliding subsidy scale depending on need. The goal of the interest 
reduction is to subsidize $1 out of every $4 in construction and renovation spending -
thus our $5 billion proposal would spur $20 billion in local construction. 

As you well know, the crumbling of old schools and the plethora of overcrowded schools 
around the country has received enormous media "attention this school year. While our 
legislation is sent to the Hill and introduced by the Democrats, you could visit schools 
across the country and talk about the need for passing School Construction legislation. 
You could also mobilize community leaders in support for such an' unprecedented federal 
school n:vitalization commitment. 

IV. COMMUNITY SCHOOLS. 

As part of the President's FY98 budget proposal, we are working on a proposal to 
increase the number of schools that keep their doors open after school hours to give 
children a safe place to go. 

V. 111GB SCIIOOL SICRVICK 

• From a pure bully~pulpit standpoint, we could launch a campaign to increase the amount 
of community service performed by our young people. This ties into the "responsibility" 
theme. We also ha've a legislative proposal to give National Service Scholarships to high 
school students Ihal participate in community service. 
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VI. MEDICAID OUTREACH TO CHILDREN. 


3 million children are currently eligible for Medicaid but are not enrolled, We could 
develop a strong outreach strategy with the states to target these children and get them 
enrolletl. 

VII. 	 OPEN THE DOORS OF COLLEGE LIKE NEVER BEFORE -- MAKE 13th AND 
14th GRADES THE NEW NATIONAL NORM. 

Higb Schonl Campaign on Going to College (HOI'E Schol....hips). 
Beyond our legislative proposal for HOPE Scholarships, there is much that we can 
do to emphasize that every child should go on to college -- that school doesn't end 
at grade 12 and that the 13th and 14th grade should be lhe new nalional oonn. 
Our HOPE Scholarship tax cut would make the typical community college free. 

To promote excellence, We also have our proposal on the table for $1,000 college 
honors scholarships to reward the top5% of graduating high school students from 
twcry bigh schooL 

• 	
I RA and Savings for College Education. Tax frcc savings for college, 

l~xpand PeU Grants. Beyond the record Pel! Grant expansion we achieved this 
August as part of the budget deal, we are considering proposats 10 expand Pen 
Grants even greater in conjunction with the HOPE SchOlarships proposal -~ so we 
can ensure that lower income students receive, 

IX. 	 FAMIl.Y & M~;llICAL LEAVE PART 2. 

We could launch a major campaign to reward work and family by insisting on 
expanding Family and t",1edicaI Leave immediately so that parcn!s can take off time 
without penalty to attend parent-teacher conferences and attend to the health needs 
of elderly relatives, 

X. 	 WELl' ARE-TO-WORK .JOIlS 

XI. 	 PENSIONS 

• 
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THE WHITE HOUSE 

WASHINGTON 

May 30,1997 
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MEMORANIlUM FOR TH~jJ)ENT (0)' .. 

FROM: . GENE SPERLING 

RE: NEe Weekly Report 

America Reads: The work .study challenge has begun to pick up stearn, with 225 colleges now~ 
on board. The new regulation waiving the work-study match for reading tutors goes into effect 

. on July I, and we are looking for a possible event that could highlight that action as well as the . 
swnrner reading program sites that are now in operation. 

Comp Time: We began negotiations on comp time this week .. NEe, Legislative Affairs, and 
Democratic Senate staffmet with Senators' Jeffords, Ashcroft, and Dewine staff. The 
Republicans were insistent on using S.4 (the Ashcroft bill which undermines the 40 hour work 
week) as the starting point for discussions. We reiterated our objections and offered to produce a 
paper laying aut our changes to 8.4. We don't expect to reach an agreement untit Senate 
Republicans decide to abandon the most objectionable provisions to SA -- those which 
undermine the 40 hour work week •• and they dearly have not decided to do so yet, 

PM/Oz. In coordination with Katie McGinty and Sally Katzen, the NEC held another 
principals meeting on the EPA's proposed particulate matter and ozone standards. Katie, Sally 
and I .feel it is best to use a few days for informal conversations with Carol Browner and . 
others'le hopefully help move us towards a decision consistent with the spin and letter of the 
law" As §ou would expect, outside reaction is very split with environmentai and health groups 
pushing for strong provisions. while Congressman Dingell, whom I spoke with tnday, 
continues to threaten us with a "bloody war" over this. It is clear that there is a Breaux
Chafee letter being organized that, whiIe far less strident that Congressman DingeH. will call 
or a more cautious approach than they believe the EPA is considering. 

')lunteersl!'>ft Reform: We completed work on the volunteer liability bill signing statement. 
ith Legislative Affairs and DPC. we met with the staff of Senators Breaux and Hollings to 

discuss broader product issues. We will meet with staff of Senator Rockefeller and Mr. 
Dingell on Monday, as weU as have an interagency meeting to continue work on alternatives. 
The main topics of discussion are joint and several, punitive damages and the statute of repose. 

VtoCk options: Ellen Seidman met with representatives of the high tech and retail industries 

concerning the bin to restrict taX deductions for stock options submitted by Senators Levin and 

McCain. They discussed their reasons for opposing the bill, as well as their assessment of 

likely legislative strategy. Senator Levin is hoping to talk to Bob Rubin soon. 
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Real Eslnte InduStry: I met with representatives: from the real estate industry to discuss their 
concerns about depreciation recapture rules. In partJcular. they want a capital gains tax package 
to include a cut in the recapture rate -- the rate at which amounts that had been previously 
deducted as depreciation are taxed upon sale of the property, I reassured. them tljat we had not 
finalized our position on capital gains. and that we would go back to them if we· were £0 c~e out 

, the recapture rules (wblch is one of the many options available to reduce the cost ofa capital 
gains tax cut). One strategy we will be talking about in our b\ldget meetings is that ifwe agree to 
include depreciation recapture schedules in the capital gains taX cut, we will seek to have the 
clear support from the real estate industry for key parts of our package. 

"v City lobs Da/a: Myself. Elena Kagan and others from the NEC and DPC met with Secretary 
Cuomo to go over a possible "State of the Cities" report that could be presented in conjunction 
y.,ith the U.S. Conference of Mayors. One major issue we talked about was how to show long~ 
term negative trends for city populations and jobs that justify our key urban initiatives VYithout "" 

/lrJ.;.. A glossing over the progress made over the last couple of years. We decided to run the numbers ." 
-~ II from 1993-1996 which presented that way, show while there are long-tenn negative trends l there 

I} has been important progress since 1992. . 

Vouse Republicans on Welfare-to-Work: Elena Kagan and l, along with DPC, NEC, OMB, 
Labor and HHS staff. met with House Republican committee staff to discuss the 
Administration's priorities regarding the $3 billion in welfare-to-work funds. Under the draft 
Republican proposal circulated yesterday, all of the dollars would be distributed to States by 
fonnula, with no dollars directly to city govermnents, no performance~based funding and no 
competitive application process. Job creation would not be aHowed. We presented the 
Administration position on these points. 

Ron HaskinsT the chief Republican welfare staffer, indicated that job creation would be added to 
the allowable uses and seemed amenable to distributing at least part of the money through a 
competitive grant process. He did not indicate any flexibility re; strengthening the' 
nondisplacement provisions and was relatively unenthusiastic about performance bonuses. His 

l>... ~tioo Of! £hanneling fund!ng directly to cities was unc~. Drafting began today; we will keep 
~ yatt posted., 

~Vis/oric Homeowllership Tax Credit: I met v,'th Dick Moe (President of the National Trust for 
a. ..1 Histone Preservation) to discuss a proposal for a historic homeownership tax credit. This 
-"C ~_ proposal is based on the existing historic rehabilitation taX credit (which applies to commercial 
~~ buildings). It would provide a 20 percent taX credit for rehabilitation and reconstruction 
"'C..o/ 	 expenditures for historic homes (or bomes in certified histonc districts). The goal of the tax 


propos~d credit is to provide an incentive for people to buy. refurbish. and live in older homes. 

generally in central cities. 


One potential problem is that the benefits from this proposal could flow,mainly to real estate· 
developt:rs and to those with upper incomes, unless tbe proposal is well~targeted. We will bring 
this into ouf budget process to see ift"i. is an idea worth considering. ~ 
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Economic Event: The Vice President, Secretary Rubin, Director Raines, Chairman Yellen. and I 
briefed the press on friday on how weH the economy has been performing since you took office. 
We noted the revised GDP growth rate of 5.8 percent during the first quarter ofl997 -the 
highest in a decade -~ and emphasized our three~part economic strategy. The reactio,n was 
positive: reporters asked a series ofsubstantive questions on the economy and o'u.r budget plans. 
We also distributed. packet ofchurts and an updated repert card on the eeonomy over the past 4 . . 
years which I showed you at the radio address taping. 

At your request, we will work with others in the White House to come up with a larger 
distributional plan on this "and other areas where our economic and budget policies have made a _ 
major difference. 
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June 7, 1997 

MEMORA:<DUM FOR THE PRESIDENT 

FROM: GENE SPERLING 

RE: NEe Weekly Report 

cc: ERSKINE BOWLES 

Medicare Commission: We started an inter-agency group to consider our strategy on 
long-term. entitlement reform in Ilghi of the lessons from the 1983 Greenspan . 
Commission and other recent commissions, There Is a Medicare Commission proposal 
in last week's Ways and Means mark-up. There was universal concern expressed 

. about both the risk Involved in the proposal without having a better sense of the 
implications of Its likely recommendations as well as the structure of the Ways and 
Means commission (had a majority of Republicans and financing, cost estimates to be 
done by CBO, appointments made by the Speakerj, .. 

As we feil we needed to begin to develop a response that did not in any way appear 
that we were not interested in addressing the long-term financing challenges of the 
Medicare program, the budget team, along wilh Secretary Shalele, met in Erskine's 
office on Friday and concluded that the best response strategy was to determine if it 
would be possible for you and otherWhite House prlncipais to engage Senator Loti and 
Spe~r Gingrich In a joint discussion about preferable alternative processes . 

. 
As an interim step, we concluded that we must initially include in our overall response general 
concerns about the Me<iicare mark-up a specific reference to the Medicare commission. As a 
result, a referen~ in a letter from Frank Raines to Chairman Arc-her was included which outlined 
general conC(!ftls on the Ways and Means subcommittee markup_ We v..'iU be discussing with the 
budget team 'and Secretary ShaJal. appropriate future actions and will shortly make a 
recommen~aljon to you. 

AARPMce President Meeting: The Vice President, myselfand Chris Jennings met with the 
AARP board. They presented the Vice President with a letter to both ofyou articulating their 
general approval ofour Medicare provisions. It was a positive discussion. In addition to 
expressing concerns about MSA~ they were of the opinion that our next steps forward after the 
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budget should be on long-term Social Security. I told them that there was some sympathy to that 
position and we were interested in discussing with them their ideas on how best to proceed. 

Student Loans: Bot> Shireman, on our staff. has been Involved in negotiations on the 
student loan portion of the naconcillation bill. The loan industry is pushing hard to 
cancel a reduction in the interest rate charged on student loans which is scheduled to 
take effect in July 1998. This was part of the 1993 reforms, and is a $3 billion benefit to 
borrowers over five years (using COO projections --inore using Education's 
projections). We are opposing any change in the interest rate reduction, and are 
reminding the industry and the Hill that the budget agreement explicitly says that there 
will be no reductions in benefits to student loan borrowers. 

So far, Goodling and Jeffords haven't proposed a change, but they are meeting with the 
. Industry on the Issue. The Republicans are Insisting on a permanent entitlement for 
middlemen (guaranty agencies). which runs counter to your budget proposal to 
establish a performance-based compensation system. We are working with OMB and 
Education in opposing the new entitlement. 

HIgher Education Tax Proposals: With the changes we announced earlier this week. 
some of the higher education groups have become more active in support of the 
Administation's plan. 
College presidents on Friday mad. calls to members. of Finance and Ways and Means. 
The student groups and the state college association (AASCU). however. are 
discussing an alternative with Finance and Ways and Means that would scrap the 
deduction. and make the credit even more progressive than our new proposal_ We 
have warned these groups that the Committees are not likely to ultimately support 
refundability, and that they are being strung along in an effort to undermine the 
Administration proposal. Education Is also working with the other groups to put 
pressure on them. On the Senate Finance Committee, Education is working closely 
with Sen. Rockefeller. who has expressed willingness to fight for the Administration 
plan. 

'" .While you are making calls to Senate Finance Democrats, we are sending out 
responses 10 Ihe CRS study which you received over the weekend. Education is 
distributing paper to higher education and student groups. Bob Rubin and Dick Riley. 
as well, have been making calls. 

School Construction: John Hilley and I met with Sen. Moseley-Braun to discuss 
ideas for providing some incentives on the tax side. She Is pleased that our draft tax 
plan currently Includes a tax credit for school construction. She Is interested in design 
Issues. and would like to see more than the $1.5 billion that Is currently in the draft over 
five years. While we did not make the case to her, we think that it would be appropriate 
to argue that the 1 O-year figure (currently $6 billion) on the tax side Is comparable to 
our original school construction proposal ($5 billion over lour years, going into 
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Interest-bearing funds), since that proposal would have subsidized construction 
financing over a period of ten years or longer. We also stressed our willingness to work 
with her outside the budget agreement on a stand-alone school construction Initiative. 

Direct Loan Contract: Reports from the field suggest that customer service has 
improved significantly, but that some delays remain, Education admits that we have 
now passed the date on which we would have needed to cancel the EDS switchover 
and go back to CDSI for the large Increase in loan activity in August. They knows the 
importance of making sure that the new system works, and has given the issue the 
appropriately high level of priority. 

AmerIca Reads; We brought together Education, OMB, and National SelVlce, and 
DPC to discuss strategy for passage of the authorization legislation. We will continue 
to insist that National Service be Included In any bill developed by Goodling and 
Jeffords, but we realize that the Important battle ground is appropriations, since 
National Service already can (and does) engage in tutoring, That battle may occur in 
the House eartier than an America Reads bill would move. 

So that we are not wholly reliant on the good will of Goodling and Jeffords, we are also 
developing an appropriations-only proposal that would use some flexible authorities for 
the Secretary of Education, That way, if by the time appropriations bills are nearing 
your desk, the authorization bill is mired In controversy, we can insist on the funds that 
were promised in the budget agreement. 

A Kid-Friemlly lnlernet: Tom Kalil, on our staff, has been working with the Vice-President', 
office to broaden support in industry for tools that will allow parents to have more control over 
what their children have access to. Some in industry have been calling this an "e_chipu because 
the technology will "empower" parents to block inappropriate materi.L Bec.use the technology 
uses software. it could actually be adopted faster than the TV "v-chipl! .. which requires new 
hardware. It will also allow parents to chose which rating system they want to use. A decision by 
the 5\Wreme Court could happen any time in June or early 1uly. 

, 
China MFN: The NEC and NSC are reviewing options ror how you should best get your 
message out 1n particular. there is interest in ideas to connect the importance of this to Hong 
Kon~ show there is religious validation for our side, and illustrate that we wish to actively use 
other tools on human rights. We are hoJding a Cabinet level meeting in Erskine's office on 
Monday on overall strategy. 

I think it is: important that you publicly put this in a Hong Kong frame; because it presents a 
strong framework as well as making it difficult to attack our position •• and because with tbe 
media fascination on Hong Kong, it will play into where the news is already directed. 

Comp Time: I participated in a' press conference with Senators Landrieu~ Kerry and Baucus. The 
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four crus stressed that we supported the right kind ofcomp time bill. I made dear that you were 
willing to compromise but that the Ashcroft position that people get straight time for time and a 
half for more than 40 hours a week was a non~starter, We pointed out that because the Ballenger 
bill in the House does not include this provision and that the Ashcroft bill had lost a cloture vote 
twice it was important that they drop the provision. _, 

PM/Ozone: We have had several principals meetings on this Issue, and a small group, 
Including Carol Browner, is now reviewing the proposed rule. We are making good 
progress towards an outcome that will protect public health and at the same time, afford 
cities and counties a smooth path towards compliance without undue disruption. 

ClImate Change: Dan Tarullo and Katie McGinty co-chaired a PrinCipals meeting on 
climate change issues, as a prelude for a decision memo for you on possible 
statements that could be made at the Group of Eight Summit and/or the UN Genaral 
Assembly Session on environmental issues. The NEC Is temporarily heading up the 
Interagency Analytic Team, the group responsible lor modeling economic responses to 
climate change pOlicies. 
There are strong opinions among many 01 the economic principals that this is one of 
the biggest issues you face. Because of the importance of the issue, before we send 
any signals on our long-term direction, there Is a desire for dialogue with you that is 
based less on specific and internal disagreements,but more on the gravity of the Issue 
and the importance that anything we do should be well thought through. 

Tort Reform: Ellen Seidman met with staff of Senator Rockefeller and Mr. Dingell on 
Monday, and chaired three Interagency meetings during the week. We have remained 
carefully consistent to the concems articulated in your veto statement, and with In the 
bounds of those concerns. Wa ara moving fairly quipkly toward developing options for 
positions on Issues as the legislation moves forward. 

Stock options: We held further meetings with representatives of the high tech 
industries concerning the bill to restnct tax deductions for stock options submitted by 
Senators Levin and McCain, and discussed it with Treasury. Senators Levin and 
M~n have many problems, but a potential Republican proposal to amend section 
162(m).of the Code (the $1 million compensation deduction limitation) to include the 
value of options would be difficult to oppose, a position the high tech community 
understands. 

Securities litigation preemptIon: The NEC interagency group has been meeting to 
consider options on this issue developed by Treasury and DOJ. Treasury will prepare 
a draft memo for circulation to the working group next Wednesday. with the goal of 
enabling You to make a fully informed decision about how to deal with this issue when 
you visit northern California on June 23. 

Welfare to Work: Even with all of the difficulties we are having with the immigrant 
provisions, Bruce Reed and I are somewhat amazed by how well things are going In 
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getting the Weifare-Io-Work bill in the House based on our proposal, In addition to the 
exactly $3 billion that will go directly to states and localities while targeting the 100 cities 
with the highest poverty rates. . 

Bruce Reed and I met with Gerry McEntee, who in response to your comments to him, 
showed uS a propOsal for unions to work with several key cities in developing a 
welfare-la-work Initiative, 

Kelly and McClellan: A House defense subcommittee voted yesterday to terminate 
the ongoing 'public-private" competitions for the depot maintenance workloads at Kelly 
and McClellan Air Force Bases, Currently, the Air Force Is conducting full and open 
competitions between private contractors, who would keep the work at privatized Kelly 
and McClellan facilities, and other pUblic depots, The House language, which Is almost 
certain to get approved in full committee next week, would abort those competitions 
and move the Kelly and McClellan work to other depots, We are urging Secretary 
Cohen to make clear his strong opposttlon to this legislation and his full commitment to 
completing the Kelly and McClellan competitions, 

Corporate Alternative Minimum Tax: I met with representatives of the AMT Coalition, 
a group of firms Interested in relaxing several aspects of the corporate alternative 
minimum tax, For many capital Intensive firms, the alternative minimum tax has 
become the relevant tax system, denying these firms many of the investment Incentives 
(e.g" very accelerated depreciation deductions) available to firms subject to the 
ordinary corporate income tax, In 1993, the Administration proposed, and Congress 
enacted, significant changes to the depreciation deductions under the AMT, The 
revenue estimate of this provision was more than $4 billion over 5 years; the AMT 
Coalition maintains that this legislation addressed less than one-fifth of their total AMT 
IIProbJem8, It is not clear that Congress Intended for firms to permanently be subject 
to the alternative minimum tax when It was reformed·ln 1986, leading these firms to 
seek relief (such as provided in a bill introduced by,Senators Nickles and Rockefeller), 
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THE WHITE HOUSE 

WASHINGTON 

.~ July 12.1997 

MEMORANDUM FOR T~IDEJl.T 
FROM: GEJI.'E SPERLING 

SUBJECT: NEC Weekly Report 

,, 
, . 

Social Security Reform. Following up on my memorandum 10 you last weele. I led two 
meetings on our strategy for Social Seeurily reform Ibis week. including one in Erskine' s 
office wllb your economic tel!lll. One conclusion from our internal meetings was that we did 
not Want a Social Security commission .iw:luded In the budgellegislallon -- thecoIJective 
judgement of Erskine !Uld your lOp advisers was Ibat such a move would unduly complicate the 
budget negotiations. would not allow sum.ier;, time for carefully designing a collllllissioll, aIJd 
would represent tOO stark a conll'ast with rhe Medicare commission already included in the 
legislation (which we are trYing to shape into more of an advisory commission). 

The,discussion therefore moved on to other related and complicated issues. A kl>y question is 
whether we should come out with our own specific proposal early next year. Some felt that 
we can not .fford to wait until past the fall 1998 electiol1.j. and that Bcting soon was therefore 
essential, j:oming OUt with a propcsalcarly, according to this argument, would demonstrate 
yo';;' leadership. help to focus the debate. and move the process along. Others questioru:d 
whether it would be possible to develop a coherent proposal by early 1998. would prefer 
taking the time to invest in • publi. education effon and a bipartisan process. and were 
con~ed that a proposal without bipanisan suppon would politicize potential solutions aIJd 
harm prospects for legislation. Relatad questions include how we should approach the 
~publicallieadership to sound them out on how they want to proceed; whether you should 
seek other bipartisan support (Rudman, Pelerson. Dole) if tha Republican leadership initially' 
banis; wheL~er you shoula give a speech in the near futUre laying down a marker on the issue; 
and whether it would be helpful to appoint a grwp of emmant Americans to serve on an 
education panel or an advisory commission. These are huge questjons, and we plan to meet 

again SOcl.n to ferUle the various options before presenting a memo and. if appropriate. 

arranging a meeting with yw on the topic. 

Ersklfie and Secretary Rubin did consult. as you requesred. with Senator Moynthan. He said 

he would get back to us, .Irhough hi. initial re,ponse to Er,skin. was a one-page subsUlfltive 
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plan -- of which 75 percent was the 1.1 percent CPI adjustment recommended by the BoskinJ 

Commissilln, <t.\ ' 

Medicare, Tills week. Cpri' Jennings and Jeanne Lambrew discussed major Medicare issues"'c, k.,

both internally and with Congressionel staff aild>Member,. The focus ha. been on issues , •b 

surrounding the income-related premium. NEC has been coordinating an interagency working , 

grdup comprised of staff from Treasury Economic Poliey. Tax Policy. and IRS; HCFA; Social 

Sedurity Administration; and OMB, This group has thoroughly examined issues associated ' 

wirj,administering the premium through Treasury versus EES/SSA, We have produced 

internal documents detailing concerns and costs. as well as summary documents for public 

dis1ribution. 


; 
Cllmate Change. Dan Tarullo. Katie McGinty and I hosted a principals meeting 00 climate 
chahge to reslart the decision process in light of your U.!'i. speech calling for a dialogue with 
the 'American pUblic, We will hold principals meetings every week for the next five weeks so 
that. by early September, we will have developed ille best ways of reaching differelll emissions 
target levels. To support the principals' decision-making process. we are also creating a set of 
working groups -- which will draw upon the best people in the Administration -- 'to study. set 
of specitle questions (such as how to design the best possible emissions trllding system). Janet 
Yellen was selected to represent the Administration at Congressional testimony next week 
focUsing on the economic aspects of policies to reduce greenhouse gas emissions. Our policy 
process will be working hand-in-hand with Todd Srern. Todd and others, as you know, will 
help us in ensuring that we are aware of, and are addressing as much as possible, concerns 
beiI)g raised in the bUSiness. environmental. and other outside communities. 

EUiReview of Boeing-McDonnell DouglllS Merger_ Dan Tarullo chalIed an NEC principals' 
meeting On TUesday to decide what (if any) actions the Administration should take toward the 
European Union. which has voted preliminarily to prolubit the proposed merger of Boeing and 
McDonnell Douglas. Even though neither company has oper.tions in the Europe, the EU has 
aurliority to prohibit the merget and (if the merger were to proceed anyway) to impose fme, of 
up ro $5 billion on Boeing, 

"i . . , 
As Ii result of decisions made at the principals' meeting. we are pursuing. three-track plan: 
First. the Justice Department requested formal consultations under the 1991 U.S.-EU 
agreement on antitrust cooperation. The EU agreed to consultations. and Joel Klein and others 
will :me.t with EC counterpartS oVer the weekend in Brussels. Second. senior Administration 
officials communicated to EU officials their $criol,ls concerns about the EU merger review 
process and what a prohibition afthe merger would do to U.S.-EU relations. And. thiid. the 
NEe is <!eveloping a list of retaliatory actions that the U,S. might take, if necessary. Boeing 
and ~U negotiators will meet on Sunday and Monday to try to reach a compromise On 

remedies. We have scheduled another NEC principals' meeting for ruescay to consider next 
steps. If appropriate. we will give you a decision memQ laying oUt possible retaliatory actions 
that \t'e might want to threaten prior to the EU's final decision on Iwy 23. 

2 
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NAFTA Report. We rell!lsed the N'AFTA Report P:dday 3t 3 press briefmg with Secretary 
Rubin, Secr.tary Daley, Amba"ador BIIl,h.fsky, Special Envoy M.ck Mcl.:lny ond me. The 
event d.rew 110 overflow crowd of reporters. 1.'re5$ reports previewing the NAFTA report on 

.,! 	 Fri,d.1)' morning wtre baian(:ed and genemUy fa\olOl:'llble.. We a.rranged to hove surro8l1tes~ such 

.as Mickey Ka..1.to!, provide valid::nion on television and in the pl1pers. wl'.ile Charlene and I 

mado ~lIs to editorial bo3rds and handled requests from the finAncial cable stations, The 

usual NAP! A opponents were very well orgnnited ond very quick to fellCt. 
, 

Family Friendly Intemrt. Tom Kalil on the NEt: STan is working with OVP and othen,to 
prepare for your meeting with industry executives, leAders ot' groups representing pRrents find 
teacher;;, and memhe~ ot' Consress next Wednesday to (iiSCtlSll rmkL"'I.g the Internet "t'Rmily
friendly." Int~rnet companies will be making commitments thAt will make ir eAsier tor pruenrg 
to prevenf their children frnm getting Jtcca(l;; to inappfOpr1l'1te mt4terilll. Ormlps such tiS rhe 
American IJbrary A~t;oeiation win he lau~hlfjg.:m initiafive to miii:e it e(l.sier tor ptlrents and 
children to find educationa.l re,touJU!: nn the lntetnef. 

Fed NQminee.s. We lumounccd on Thursday your nomination of Edward ~L Oraru.lich and (}~ .. 
Roger W. Ferguson, lr., to the Pedelal Reserve Boa1Q, I held 8 conference call with 1t...~ 

/\ 

~ 

"t.t
repcrten; the recevtion to the formal nomination of the candidates was genefally ;)ositive, q¥. 
confirmation hearings with the Senate Bal»:ing Committ;c. As you know, we will have to nIl 

'., anoth¢r slot on the Board early next year, wru.n Susan fhimps's term ends, 

Bu~gct Agrc,m,nt ~nd Edu('ation A'Ppto'Ptiati~n', Thc Housc Lahor-HHS-Educetior: 
Appropric.t:ons Subcommittec next weck wiIi not Hkei)' 'pro'r'idc the full amount for America. ) 
RC::!l.ds, nor do they plnn to meke. the Pdl Grant change to expand benefit! for 218,000 ' 
inocpt:ndcnt st~dents ~~ both !CQuired by 1r.e budget agreement. Vic arc hca.~ng a similar mC$3!lgc 
from the Senatc. Sccre:tnry Riley is "nding a lettcr today to the. Hill on the lS3ue. We; have bccn 
working with Edue:otion nnd WH Legislatiye Affairs to ,end ~ S'.10ng rnc3sagc to the Committees 
on t~i!l is!luc, Md thc edUCAtion groups hove become more cng~gcd. 

America Rcuds Work~Study Commitments. We now have: mOre than $00 collcgcs 3:gned on, 
You tc¢¢ndy nsk¢d about th(: number of slors that arc filled in t.ic coming ye:&I" ,We hnd found 
iliat many college!! wcr..: :cluctnnt to sign up If they were required to commit to n spc:t:ifie number 

'-.of ..dor3. W<'.Irkirlg v.ith Corol Rlltco, we therefor(: dc:tc:nnincd thllt our priority should be getting 
the ccHcg;cs to -commit to the eonccpt, ,hen working with. them to develop n high~o.uclity, 
high-participation progrom, The 3.U'Jltl>g), bD::I WOrked' we hpd on!)' 183 coUeges (1t the end of 

d we MW h:WG 0\'01' 500. And mnnr of~osu colluge!l ....ill be sending roproso.nt:l.ti .... es to 
1 tr4 ' ,. ,.,.... ttntt'V scheduled f.or the MXt two weeks. Collegell were 

reiuetant to promise il pa.1.iculu number of 5:ot5 .or several reasons, mc. udinS: (J) they want to 
run pilot efforts in the fall be1or~ thPy f!l<pl'lnd; ~1) there me not >'et significanl reSCnl.rt'es tor 
training !lvge numbers ofnit('Irs; (3) the.], \I.'ant to base the size ofr:".e.lr program on the intere.~t 

'. 
3 
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lev.el from students. which they could not flredict \l.ljthom having experience first; (4) they were 
afraid that they vmuld he audited hMed fin the cn'mmitment level, and (S) they (especinlly some 
of the "ectanan ~hool~) want t(l fOCUJ; on v(llur,teers, not pAid tutors, 

\~ 

. Tax Package Rollout - Urban TAY. Event witho~byors. We held a preu event with the 
Vice Pr~sident and Seattllry Rubln at the: White House on Monday. They were joined by 
Mayor Marc Moria.! (If New OrleanS. Mayor Ron Kirk of Dallas, Mayor Anthony Masiello of 
Buffalo. Mayor Tom Murphy of P;tuburgh. Mayor Floyd Adams. Jr. of Savannah. and 
Supervisor Miry Ro~ Wilcox of Matieopa County (phoenix). The Vice President focused on 
the prban ta."( initiatives in YOUf taX package -- specifiC411y discus$inJ:,: the EZ/EC exparu;ioD, 
WTW tax credit, Brownfield! tax incentive. and CDFI tax credit. There wa£ good covera.ge 
by National Public RadJo. USA Today. Int Washin~/on Tim,;, Tn, Los AnglleJ Times, Dallas 
Morning: News•. and other regional papeu:. . 

, 
Tax'Package Rollout -Roundtable.n High.. Educatio. Tax Cuts. W. worked with the 
Viet President's office- to coordinate a roundtable on your nigher education tax package on 
l\:~sday in Pittsburgh. The Vi~ President was: joined by scv-era) sru:dents and families, as 
weU a$. Mayor Tom MUq>hy and Rep. WiUiJm Coyne, We drafted a det.a.iled package on me 
higher e:d tax cut plan. which lntluded a ttate~by·itate analysis of how many sr;!der.t£ wO'Jld 
benefit from the plan compared with the congreutonal alternatives, The pa<:ket was: 
distributed to- t.~e Senate and Howe Democratic members. Democratic governors and l1:l.aYOfi, 
higber education groups, u well as the Cabinet. We sbo worked with the Vice President'S; 

".' 	 press office, the Education Depwment, iJ'.d Media. Affairs iO distribute the smte..by-state to 
regional media and the wires. 

Tax:PackDge Rollout .... Pres. Evtnt on Tax Cuts for Workins FI'iInfUes. We. worked with. 
the Vice President's omea on a press event at the WhiTe House on Thunday to discuu the 
Admirjstration's $500 child tax credit Jo!.n.ing the Vice President were Sen, Dascble. Rep. 
Gephardt, SeD. Landrieu, sod Rep. Rangel, a~ well as ieverallower~inc:ome families who 
would bene!1t frnni our child tax credit, but would be shom:lun,ed by the congre'~ion.al 
alternatives. We released a pa!:ker on our child credj~, ar well as a s:tate~b}'~sflne analysis of 
the tour million tamiHes that Art lett our of 1he congressional alternatives. There wag sOljrl 
coverage on CNN and in the Washington Pan. New- Yurk Timer, and LA Times. 

Electrtclty Reit.l'ucturina. The interasency proceu is preparing to adv.ance options and 
"1-ecommendations to the NEe priocipaJs later this month, and we expect to have lI. 

-number of meetings to consicler the issues relating to ponible Adm.irUsrrarion legislarion on 
thi, subjer:r. We Ilre Rlso work "rh CEQ on possiM 1" .. .en electricity 
re: .... tructurin and lohaJ climate change to see whet eT It wnuJd he j"lrudent tn pur::.ue carbon 
reductions i!1lhe elect[ c ty restructuring egisfauon, assess '''' cl be 
possible'l ',bill non-viable. Secretary Pe.. and I 
met friday about possiW¥ ij:t:celcr~!!ng .II memo l.C you on the general parameters of the 
legi~hl.!iyc Q?tions. 

4 

http:pur::.ue
http:congre'~ion.al
http:covera.ge


, 

SENT.B¥:X,rox Tel.e'~ier'7020 1-16-91 1Q:09 The White ;ouse~ , 202456222,;# 5 

Tobacco Settlement As a part of the DPC-Ied effon. NEC slaff continued to panlcipate in 
meetings relating to the tobacco settlement. In the eccnorrucs/induatty meetings, we are 
assessing how much of the payments will be passed through to consumers in the form of 
higher prices, how effective the youth "Iookback" prOVisions will be, and what the impact of 

.: the settlement on government revenue will be. "', 

Product Liability. NEC s,aff went over some last questions with Staff Secretary concerniitg 
the options memo to you. The memo is scheduled to be forwarded to you this weekend. 

DC Pensions. Together with OMB, PBGC and Treasury, we met with House (commlttee and . 
legislative counsei) and eRS staff to discuss concerns legislative counsel and CRS had raised 
about the pension prOvisions, The meeting was productive. and legislative counsel better 
understands what we were trying to do. Rep. Davi,' staff was very supponive. W. will meet on 
Monday with Senate staff. 

Black Colleges. Bob Shireman on the NEC staffspoke to HBCU college presidents at the annual 
meeting of the National Association for Equal Opportunity in Higher Education. H. emphasized 
'the investments in higher education in the budget agreement, the improvements in the tax package 
(..,d the contrast "ith the Republican p:ans), concern about tbe direction of Congress on affumntive 
action. and made a pitch for America Reads invoIvement by the colleges. He reSponded to questions 
about the need for more effort to' increase the number of minority graduate students, and a concern 
about thelaok ofrefund.bility in the HOPE Scnol.....hip and tuition oredit, Privately, .ome Dfthe 
NAfEO leadership expressed ooncerns about the Eduoation Department's plan to elevate the status 
ofHisparuc-Serving Institutions in the reauthorization of the Higber Education Act. 

, ; 
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• 	 July 18, 1997 

MEMORANDUM FOR GENE SPERLING 

FROM: Bob Shireman 

SUBJECT: America Reads 

I see real problems ahead on America Reads, and I wanted to run some ideas by you and 
get your strategic advice. Some Qfthis'came up in yesterday's meeting in Jack Lew's office. The 
problems: 

FY99. The Education Department funds are not until FY99. I consider this to be the 
easiest problem to address. The Budget Agreement is clear, so we push the leadership to 
fix it. . 

• 
AmeriCorps, As the Wofford memo points out (attached), the National Service increase 
is not in either the House or Senate versions of the VA-HOD bill. How can we claim a 
win on America Reads ifwe don't get any more money for AmeriCorps? Yet this one 
seems hopeless: There is not enough money in thl?.vA-HUD bill, and Congress wilt 
already have to find a way to satisfY the Budget Agreement's can for funding ofCDFI 
within that allocation. 

Getting an authorization. As I mentioned, Goodling (and even some Democrats) is not 
particularly interested in the core element of America Reads -- mobilizing the community 
to help provide one-on-one reading help to children. He will soften up, but we have little 
leverage to get a bill we like ~~ he is the driver's seat. Further, even ifwe can reach SQmc 
agre(~ment on that aspect: 

• 	 He has made it clear that he will absolutely not include anything for National 
Service. If we have already failed to get appropriations for AmeriCorps, J think 
we would have to insist on a role for National Service in tbe'authonzing bilL But 
if we insist, we lose, because we gct no bil! 

• 	 Senate staff have warned that numerous riders -- including vouchers -- await the 
America Reads legislation and any other elementary-secondary vehicle. Perhaps 
amendments could be stripped in confcrellce, but I can't imagine Covcrdell and 
others letting this opportunity go by .~ let the President veto his America Reads 

• 	
plan because of a school choice demo. 



• A strategy for a win 

1. A pl.n ror .....training t•••h...., Carol Rasco. Mik. Cohen. and others were r"""pttv. to our 
idea that we develop a plan -- primarily using existing programs -- to accomplish whst Goodling 
wants to do in terms of disseminating infonnation about '<best practices" in the teaching of 
reading, This plan would be linked to our America Reads effort, Education will hsve a first dral! 
of a plan ne>.t week. This will need to be a significant effort, because it not only must impress 
Goodling. but also some ofthe liberal.leaning critics ofAmerica Reads, The plan should call for 
immediate 'teps, 'tarting thi, fall. To the extent that any, legislation is needed, it should be 
minimal or window~dressing, 

The idea would be to get Goodling really excited about the plan, Perhsps hsve the 
President call him to thank him for pushing us along to do whst need, to be done "ith existing 
programs. Perhaps plan an announcement of some sort, 

2. Use an existing, flexible authorization. IfGoooling is' satisfied """tn our plan,. then I think 
there is a chance that he won'1 raise a complete stink if we push, in the final deal 011 
appropriations, to have the money placed into a flexible authorization under Title I (we have 
already identified an appropriate one). This is the toughest step, We really need to think about 

• 
how to pave the way ~- with leadership, with Goodling, and in terms of our statements over the 
next two months -~ to make this a possibility. 

3. Give National Service all increase in the Labor-HilS bill. Whether or not we accomplish 
the above. we should insist. in the final negotiations over, the appropriations, that a portion of the 
$260 million (or if possible an additional amount) go to V1STAIAmenCorps, which is funded 
from the Labor~HHS appropriations bill. That makes National Service part of America Reads, 
even jf Goodling never gives an inch. ] have not raised tlus possibility with Education. 

As always, I welcome your strategic couns.el. 

• 
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• 	
July 16. 1997 

MEMORANDUM TO: 	 ERSKINE BOWLES 

JOHN HILLEY 

RONKLAIN 

FRANKLIN RAINES 

BRUCE REED 

GENE SPERLING 

MElANNE VERVEER 


FROM: 	 HARRIS WOfFORD 
CORPORA110N FOR NAnONAl SERVICE 

SUBJECT: 	 NAnOHAl SERVICE AND AMERICA READS 

• 
Last fall. the President issued a challenge to the country to take the steps necessary to 

have all children read wei! and independently by the end of the third grade. The Administration's 
proposailo accomplish this goal was based on a several-pronged strategy. including: . 
strenguuming existing Federal efforts such as Head Start and Title I; supporting parents as first 
teachers; and developing a new initiative - America's Reading Corps -- to enable communities to 
provide the individualized tutoring and support critical to the mOre than three million children 
who need it. 

As you know, the President's Reading Corps proposal was to fund 30,000 reading 
specialists and volunteer coordinators who WQuld mobilize 1 ,OOO}OOO volunteer tutors. FWlding 
was split between the Department ofEclucation and the Corporation for National Service. The 
Corporation's budge: request was for an increase of$200 million to suppOrt 11,000 new 
ArneriCorps members to perform this volunteer coordination function. as welt as other monies to 
support the involvement of 'Seniors and college: students in this effort. Additional Work Study 
funds, already included in the prior year budget for the Department of Education, would enable a 
substantial number of college student!' to be part of (he tutoring army, 

The Administration's proposal -~ a nontraditional community mobilization approach to 
educational refmm--was based on two central ideas: (I) individualized tutoring works to' raise 
reading levels, particularly when combined ......ith effective jn~school keching and family 
involvement; and (2) AmcriCorps had demonstrated i1s capacity to get things dont.:, including the 
capacity to generate community involvement and volunteer support to meet criticaJ community 
needs. From L.,:.! peIspectlve of nntionru service, the unique part of the America Reads challenge 
~'&s that the cxpnnsion of AmcriCorps was being tied to a major natio;u.l gonl, whcrc:1S in ils first 

• 
several yeaIs communities detcmlined thl.! agenda based solely on various local needs and 
intcn:sts . 
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Since last fall, the Corporation has worked hard with the Department of Education to 
begin to address the President's challenge. The Corporation's program guidelines fur all state 
commissions and grantees issued this year emphasize the reading challenge as an area of high 
priority, and we will therefore support some new reading programs within existing resource 
levels this fall. We are also supporting sununer r<:ading programs, additional training and 
technical assistance for ongoing literacy activities, and program gro\.Vth through Work Study. 
The nationa1 service corruntmity is energized by the challenge:: and awaiting the resources to bring 
trus effort to the scale envisioned by the President. 

Since the nonouncement last faU and the submission of the President's budget and 
legislative package thls spring. we have the paradox of an idea that has stimulated broad support 
and interest from the public. but little enthusiasm on Ca.pito! Hill. At this point, despite the 
inclusion of the funding for the initiative within the budget agreement, the appropriations process 
hns moved forward without any significant attention to America Reads, I can repan that in the 

• 
'deliberations over the V AlHUD appropriation ~~ the source of all AmerlCorps grant funds and a 
majority of the funds for the Corporation for National Service ~~ Ameri{:a Reads hllS scarcely 
been mentioned and it has received no serious consideration. Thc full House has how passed a 
V AfHUD bin .....ithQut any America. Reads funds. The Senate Subcommittee has done the same, 
and the full Senate Appropriations Committee will presumably take the same stance in its 
markup today. . 

Without strong \Vhile House support for the nationai service component of the America 
Reads ChaUenge~-volunteer mobilization and management ~~ the prospectS for favorable Hill 
action are bleak, ff there is no funding for national service in literacy activities it \\'ill be bad for 
the President>s record af accomplishment. bad for the PreSldent:s reading initiative, and bad for. 
AmeriCorps and the Corporation for National Service. Without thol mobilization of volunteers 
by AmeriCorps members. it is unlikely there will be the "army" ofvohmteer tutors the President 
called for~· which is the part of t~e President's proposaJ that received the most attention and 
popular support. I urge you to do whatever possible to impress upon Congress the 
Administration's resolve on this initiative. I would like to Sil down with the appropriate %itc 
House tea..-n to pian what to do. I stand ready 10.:!Q anything you deem useful in this endcn. ...or . 

• 
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'. 	 THE WHITE HOUSE 

WASHINGTON 

July 18, 1997 

MEMORANDUM FOR GENE SPERLING 

FROM: Bob Shireman ( 

SUBJECT: Meeting wUh Rep. Fallah 

Rep. Fattab met one-<:m-one Tuesday with Dirootor Raines, According to Claudia Pharis 
on Fattab'. staff; Raines was supportive ofthe goals ofthe proposal. but said that the spending 
ClIpS under the budget agreement migbt make it difficult to embrace. Aceording 10 Jill Bliekstein. 
Raines also brougbt up the inefficient targeting ofthe proposal. Rep. Fatlan also met recently 
with Education Department offieials, and was impressed.that Secretary Riley stopped by the 
meeting. 

• 

Cost/spending caps, Some points to keep in mind: 


• 	 The spending caps are only relevant to this proposal ifwe change it to a discretionary 
program. In that case, the total promised amount - far more than would actually be spent 
-- would have to he aceommodated within the overall discretionary budget authority caps 
and the Function 500 amounts in the Budget Agreement. 

• 	 Ifthe promise is handled on the mandatory side (either as an entitlement ot a capped 
spending amount), then the budget authority is irrelevant-- only the outlays matter, and 
they come years from now. Creating a «new entitlement," however, is controversi~l. 

• 	 If we detennine that more spending is needed for support services, that would need to be 
aceommodated within the CUlTent five-year budget (whether discretionary or mandatory), 
unless we get some relief from the Budget Agreement amounts, 

Cosponsors and Ilearings, As ofyesterday. the legislation has 93 cosponsors, inciuding 
seven Republicans (Christopher Shays, Ken Calvert, J,c. Watts, k. Richard Baker, Joe < 

Scarborough. David McIntosh, and James Greenwood). There is no Senate companion bill, On 
June 5, Rep, Fattah testified bcfo·re the House Education and the Workforce Committee's 
postsecondary subcommittee and received a warm reception from both sides of the aiste, 

Because oftl\e positive reception to the Fattah proposal, the Chronicle ofHigher 

• 
l~/uca'ioll ran a feature 011 July 11 about the plan (sec attached). 11 noted the bipal1!San support 
for the concepts il} Rep. Fattah's bill, but also repeated specific concents that: , 
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• it does not provide for the support services (tutoring, mentori.ng, etc.) that are needed for 
the proposal to be successfu~ 

• it may guarantee help to too many non-needy students; and, 

• it is a new entitlement. 

Fattah acknowledged that his proposal is not perfect, and said he is working with the 
Administration to improve it. 

The options memo. Last week I gave you a re-draft orth. "leveraging" option, based on 
your suggestions, I have now incorporated that into the overall memo, which I have simplified to ' 
three options {see attached}. I welcome your comments and direction. 

• 

• 
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THE WHITE HOUSE 

WASHINGTON 

September 27, 1997 

, MEMORANDUM FOR T~SIDENT 
FROM: GENE SPERLING 

RE: NEe Weekly Report 

cc: ERSKINE BOWLES 

Student Aid Management: As we indicated in our last weekly report, we have pulled together 
OMB and Education for an action plan for resolving this issue. The initial output of this effort 
was announced at a hearing Mike Smith, the acting Deputy Secretary testified at last week. At 
the hearing, he announced (1) a plan to eliminate the backlog and begin accepting new 
applications by December 1; (2) action to ensure that students with applications pending will 
be "held harmless" (lenders will be required to offer forbearance upon student request); (3) the 
creation of a Modernization Board composed of officials from Education, OMB, NEe, and 
other agencies; and (4) support for the concept of creating a Performance-Based Organization 
(P~O) for the delivery of student financial aid. Chairman Hoekstra expressed skeptiCism 
about the December I date. So far, however, the contractor is meeting the targets that 
Education set for it. 

We have provided Education with suggestions of some staff from other agencies who would be 
willing to spend a few months at Education helping review some of the procurement, 
techn'eiogy, and other issues that the Departtnent is facing. OMB has already provided 
Educatibn with some advice on procurement issues. In particular, we want to make sure that 
there are contingency plans ready to go if EDS fails to hit its targets on consolidation loans in 
the next few weeks. 

Next steps: This Tuesday, the Modernization Board will have its first meeting, where we will 
review the status of loan consolidation, and some broader issues. 
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Direct Loans: With the loan consolidation issue, Republicans see a crack in the-direct loan 
armor and are now attempting to insert a wedge. The House is tentatively planning an 
"Education Week" when they-come back from recess in late October. One of the bills they 
may bring up would allow direct loans to be consolidated, at the borrower's 'request, to 
become guaranteed loans. (Currently. loans can only go tile other direction), This opens up a 
potential "creaming" problem. in which Sallie Mae lures away the most profitable borrowers. 
leaving the Direct Loan Program with the remainder. Bob Shireman win hold a strategy 
meeting next week on this topic, It will be difficult to oppose the concept directly; our 

fH. i),ijinclination. instead, will be to develop a package of '"fairness" amendments that would 
~ strengthen direct lending and force banks to offer'studems.1he same kind of flexibility that, 

direct lending provides (giving Democrats a venue for citing the benefits of direct lending). 

America Reaos: We are working on two fronts simultaneously: (1) Authorization: Until 
Tuesday, we were making good prog"ress with Goodling's 'staff. They had presented a plan 
that was oriented almost exclusively to teacher training, But they responded warmJy to a 

" :ounter-proposal that pushes States and communities to make better use of Title I and other 
~nds for teacher training. while using the bulk of America Reads funds for community-school 

partnerships to provide extra help to kids who need it On Tuesday, however, they presented,. 
a proposal for mark-up nex.t week that was weak: on tutoring and included a new Ulmrim: ~,~ 

voucher plan that emanated from their right wing. (Apparently. some Republicans are asking 
'..

Goodling why he is working with the Administration at all on this issue.) Carol Rasco, Bob 
Shireman, and Andy Blocker res-ponded very negatively to the plan. This afternoon. 
Goodling's staff canceHed the mark-up and asked us to Come back: to the [able on Monday. 
We expect that it will continue to be rough sledding. 

You received an odd letter from Goodling yesterday which concludes, "Your stance on testing 
is making my job of authorizing an 'America Reads' program almost impossible. I need your 
help if your most important initiative --having aU Americans read --is ever going to see the 
light of day.· He seems to be implying that if you dropped testing. America Reads would be • 
cinch. This is a total non-starter and caving in on this key priority would only inspire the 
right wing to go after other key initi~tives. We will work with DPC, Legislative Affairs and 
others on haw to respond to the letter. 

(2)"Appropriations: This may be Our way out of the authorization mess. In the negotiations 
on tfto..-Labor-HHS-Education appropriations bill. we worked with Barbara Chow in insisting 
that the'Educarion Department's America Reads funds go into a current, flexible authority if a 
separate authorization is not enacted, Instead of saying no. they have aliked for some 
clarifications. In tenns of National Service. it looks like we will be able to secure them an 
increase in the neighborhood of $35 million that is targeted to America Reads, though we are 
trying to get it for at least $50 mHlion. 

Early Pe/l. (;rants: This week, we circulated a memo on options relating to Congressman 
Chaka Fallah's proposal to Frank Raines, Secretary Riley. Bruce Reed and others, We have


& worked out some of the budgetary issues in doing such a guarantee in a way acceptable to 

~,flr Rep. Fattah, As we have studied the provision. it has become clearer to liS that this proposal 


should be more combined with significant early intervention programs centering around 
college-school partnerships and mentoring., This could help address several issues of concern 
including the Hispanic drop-out rate and a response to the Hopwood case. Because this would 
make the initiative a new program with an expenditure of new funds, however, I must stress 
that there may be a differing of views among your budget and education team. We will hold 
an NEe Principals meeting shortly and then follow with a re~ommendation memo (0 you. 
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Product Liability: Fol1owing the'decision meeting with you, we contact~ Senator Rockefeller, 
and met with staffs of Mr, DingeU and Senators Lott, Gorton and McCain. We also spoke to 
consumer advocates, and met with both Democrats and Republicans on the House side. Senator 
Rockefeller will work with us on reducing the size of businesses subject to the small business 
cap. but is still asserting he will not move at all on protective orders. Not surprisingly, the 
consumer folks are upset that we might have agreed to anything at all, even with the changes. 
Mr. Dingell's staff is not happy, either. . 

Senator ~ott's staff wants to negotiate from our position, but we spent over an hour making it 
clear that our position is the most we;;an accept and could go no further in expanding it Senator 
Daschle spoke to me about his process concerns about how we carne to our position. i 

' i
nderstand he also spoke to you. He said Senator Breaux was clearly an issue for him and 1 told 
i we had included Breaux)s provisions on Alternative Dispute Resolution. He felt it would be 

h pfu) if we, at least, met with Breaux. Bruce and I will do that next week. 

Big Three CEOs: Dan TaruHo and I met with the heads of the Big Three Washington offices 
this week to talk about the concerns the CEOs will raise with you and the Vice President on 
Thursday, Not surprisinglY1 climate change is their biggest concern. by far. (The only other 
issue that came up, and only briefly, was Korea/Japan market access and the doBar-yen 
e18tionShiP,) Because of their strong opposition to' binding targets and timetables. they were 

unwilling to talk about how .. as opposed to whether .. to reach them. The CEO. will likely 
emphasize the importance of technology (I!ob ,faton has called for a me§a~Manhatt¥1 froieij) asQ 
a way forward. ~~ 

~killGrants: Last week, Chaimlan Jeffords and Senators Kennedy, DeWine and wellstone;f!.~ , 
introduced the Workforce Investment Partnership Ad While the bill includes many of the 
principles you embraced in your 9( am for America's Workers, we feel it doesn't go far enough '11~ 

f'I in individual empowcnnent which was one of your key principles. We will continue to push in~ that direction over the next phase of the legislative process, In Senator Kennedy's remarks he\u.:": 
L~ recognized "the important role {you] have played in bringing about ... dramatic refonn" of our 
.~ job training system. He also said: "The philosophy behind [your] skill grant proposal is reflected 
~ in [the bill]." We will continue to work with Senators on the Labor Committee on two 

im~ant issues: operation of the individual training account (their name for skiH grants) and 
design ofyour Out of School Youth Opportunity Areas program (see below). 

Out a/School Youth Opportunity Areas Program: We are working in both the appropriations 
process and under the authorization in the Workforce Investment Partnership Act mentioned 
above to get a significant expansion of your Out of School Youth program. Curren.tly, it is a 
demonstratlon project that receives approximately $8 million a year. [t benefits kids t6~24 who"fare out of school and is targeted to urban centers who need its services the most We have a good 
chance of a major expansion to $250 million fotward funded for fiscal year 1999 contingent on 
its appropriation in the Workforce Investment Partnership Act 

Fortunately, the Out of School Youth program was successfuUy voted out of Committee on 
Wednesday, At the eleventh hour, Senator Harkin considered offering an amendment to change 
substantially the design of your Out of School Youth program by diluting the saturation approach 
so central to its design, After speaking with him, he agreed to withdraw his amendment and 
work with us on a compromise b~fore the fun Senate votes on the bill sometime Inter this fnlt 
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DPClNEC community empowerment working group: The DPe and NEC are co-chairing a' 
community/economic empowerment working group to develop additional prop'osals in this area~ 
the group includes representatives from ,virtually an of the domestic Cabinet departments and 
White House policy offices, The grQUp met again this week and is currently considering a . 
number of proposals, including tax incentives, in areas such as transportation and transit 
infrastructure development (including rehabilitation of bus terminals), housing mobility and 
voluntary eRA expansion to non-bank financial institutions. 

Child Care Policy Process: The NEC is participating in the DPC-coordinated process for 
developing chUd care proposals to be announced in conjunction with the White House 
Conference on Child Care in late October. As you may know. there are working groups 
focusing on three issues: 1) child care tax creditslsubsidies; 2) child care quality; and 3) after
school child care. Regardless of what we do. I feel it is critical that we keep a strong focus on 
the early learning. 0-5 perspective that ties in so importantly with your education agenda by 

1 showing an emphasis on education before and after K~12. 

~ , IRS Hearings: This wee~ as you know, the Senate Finance Committee held three days of 
~~~hearingS on the IRS, The Committee retch/ed testimony from taxpayers mistreated by the IRS<s.~ and from current and fonner IRS employees. whose testimony included a perception that 
" _~~emp!oyees are evaluated On revenue production quotas, which is against the law, Acting IRS 

Commissioner Dolan testified at the end of the hearings, issuing an apology and a series of~~ concrete steps tbat the IRS will take to ensure that the prohibition on using production quotas is 
~ ~iversallY understood within the IRS and customer service is improved. 

~ .... "I Among other steps, the IRS win no longer comparatively rank their 33 district offices by revenue 
~~~Product and they will suspend the distribution ofany goals relating to revenue production to their 

" field offices, On the customer service end, each district director will be required to hold monthly 
11"-..... problem solving problems to give taxpayers opportunities to raise concerns and each District and 

"~J""Service Center Director will review all complaints to their office in the last quarter. A letter is 
LC..~ being drafted from Larry Summers to Acting Commissioner Dolan to instruct the IRS to report 
, ~bac~, in person to Bob Rubin and Larry, in short order on additional actions to be taken in 
~ 	 response to the hearings. 

" 
~ 	 ISTEA.: "Under the agreement he reached with Mr. Gingrich, Rep. Shuster agreed to go with a 
~ ~	traight six-month extension ofcurrent iSTEA programs. with the understanding that his: massive 

rnultj-year bill will be considered as part of the FY99 budget resolution or aHowed to go to the 
• floor. The Senate wiil likely agree to this approach (although Chafte ""il! try to pass his sixRyear 

..........If;) ill as well, so as not to have to revisit lSTEA next year),~ ~,.
We convened a Slater~Raines~Hil1ey meeting this week to strategize about the Shuster-Gingrich 
agreement. ~We agreed it would be preferable to get a six-year bill now, given that the House and 
Senate bills both treat our priority programs favorably. Accordingly. we are continuing to push 
publicly and privately for a six-year bill 'Within the budget agreement. But, assuming Congress 
opts for a six-month extension. we have two challenges: The first is to use the time to make the 
case for an investment vision other than Shuster'S. (Although Shuster may have just as much 
political support six months from now, he may not: even assuming the FY99 budget resolution 
reflects a surplus. other Members by then will have put forth competing plans for spending that 
surplus.) The second challenge will be to maintain adequate funding for our priorities in a 
Shuster bilt that will necessarily be mu;;:h smaller. . 
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tn its markup ofthe transit component of ISTEA, the Senate Banking Committee yesterday 
approved a Mosley·Braun amendment to provide S100 million per year for welfare-to-work 
transportation services, consistent with our NEXTEA proposal. This was an important win, 
because the Sbuster bill only provides $42 million a year. . 
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THE WHITE HOUSE I 
WASH!NCP"ON 

" April 3, 1998 


MEMORANDUM FOR THE~S!DENT 

FROM: GENE SPERLING 

RE: NEe yt'EEKLY REPORT 

CC! ERSKINE BOWLES. 

I apologize for the length of this "weekly report," but it reflects the many important activities of 
NEe issues which took place over the, past two weeks. 

Electricity Restructuring: The Administration unveiled its eJectri~ity restructwing package ~~ 
jointly coordinated by the NEC and CEQ -- on Wednesday (3125). I want to stress to you the 
degree that Secretary Pena should be complimented for being an extraordinary leam player in the 
process that led to consensus and our proposal As you know, our proposal is expected to save 
Arnerkan consumers $20 billion a year and reduce carbon emission:; from utilities by 25 to 40 
million metric tons in 2010 (3 to' 6 percent of utility emissions projected for that year. and I to 2 
percent of total national emissions). The proposal received mixed reviews. A relatively positive 
Wall Street Journal article quoted CO'lorado Republican Dan Schaefer. a key player on this issue on 
the Hill, as calling the proposal a "meaningful step" in advancing eie<:tricity restructuring, And 
Enron Corporation was also very positive, But despite the inclusion of many crucial environmental 
provisions .. - as well as the unleashlng ofcompetition, which Tom Casten ofTrigen and others have 
argued should improve efficiency and thus reduce emissions - some e:.vironmentaJ groups 
criticized the absence of caP'"and-trade authority for carbon in the proposal, Our response has been 
that we look forward to working with Congress to find the appropriate legislative vehicle for cap
and·trade authority, and that the electricity proposal as it stands is expected to reduce emissions, 
lastly, on March 31st, someWhat later than originally expected California opened its retail 
electricity market to competition, 

J(6R Summit and ether savings tdut:ation announcements: Deputy Secretary Larry Summers. 
--J! istant Secretary Olena Berg, SEC Corrunissioner Laura Ullger, Senator Baucus. Congressman 
1\/ Pomeroy, and f heJd a press conference on Thursday (3n6) to announce your package of savings 

education initiatives. We highlighted the need to increase the rela.tively low and declining private E
savings rate. the new elements of the Labor Department's retirement education campaign, and the 
SEC's major grassroots effort to educate investors, the "Facts on Saving and Investing Campaign," 
whlch took place this week, We also took the opportunity to announce the names of the 100 poople 
who were jointly chosen by the Administration and the Democratic Congressional leadership to 
participate in the first NationaJ Summit on Retirement InCome Savings .... the Republican leadership 
has named the remaining 100 participants.. Representative Pomeroy's efforts on this issue were 
recognized and both he and Sen. Baueus spoke. 



Kid's Health: On Wednesday (4/1), Secretary Shalala, Bruce Reed. and I coordinated a press 
conference at the White House to highlight the successful six-month anniversary of the start of the 
Children's Health Insurance Program (CHIP). We announced that two more states--New York and 
Illinois-- children's health plans were approved. Additionally, a six-month progress report on the 
implementation of CHIP was released. The report reviews Federal and State progress towards 
achieving the goal of covering up to 5 million uninsured children--after only six months, eight 
states have approved plans (over one million children will now have health coverage). another 
fifteen states have submitted their child health plans for approval and virtually all other states have 
processes in place to develop and submit their plans. 

Equal Pay: Today. Friday, April3rd is "Equal Pay Day," the day on which women's earnings. 
added to their previow year's earnings, are said to equal what men earn in one calendar year. 
Many organizations around the country are holding events this week to highlight the issue; the . 
White House event was held yesterday. The Vice President participated in this event which also 
included Senators Moseley-Braun, Rep. DeLauro, Secretary Herman, Linda Chavez-Thompson, 
and John Sweeney. (Senator Daschle was unable to attend because of votes on the floor.) The 
Vice President's announcement included both the Administration's endorsement of Senator 
Daschle and Rep. DeLauro's equal pay legislation, which will strengthen the Equal Pay Act by 
authorizing compensatory and punitive damages for gender-based pay discrimination and 
prohibiting retaliation against employees' disclosure,of wages. We also announced 
administrative actions that will highlight the problem of pay disparity and enhance enforcement 
of wage discrimination laws in the private sector and the Federal government. CNN ran a very 
good story all day today, and AP and Reuters also' ran very positive stories. 

i\1 
America R.ads: Larry Stein and I met with David Hoppe (Lott's Chief of Stall) on Tuesday (3/24) 
to discws the need for the Majority Leader's leadership in moving the America Reads (and the GI 
Bill) through the Senate. We stressed that these two issues were important to you and that we want. 
to resolv7them in a bipartisan manner witho~t politicali~~ion. We .pro~sed ~o'ppe that we would 

. 	 treat the Issues and any support they offered m a non-pohncal and bipartisan sprnt. We made the 
case that the Republicans committed to giving us an America Reads type proposal in the .B.B.A., 
and that both issues provide an opPortunity for bipartisan wins in the near tenn. Stein and I both 
thobght that Hoppe was appreciative of the spirit in which we approached him and that he seemed 
cautiously receptive. 

G_l. Bill: On Thursday (4ri) the Senate version of the G. I. Bill (the "Workforce Development 
Act") was sent around to all members of the Senate to get a "unanimow consent" to hold floor 
debate on April 20. However, Senators Lautenberg, Torricelli, and Feinstein all put holds on the 
bill. All of the holds concerned the fact that local units of government with populations of between 
200,000 and 500,000 that are designated as "service delivery areas" (SDAs) under current law, 
would nO. longer automatically receive training funds with the bill under consideration. Working 
with the Department of Labor and Larry Stein we feel a compromise has been drafted. The 

2 



compromise would allow these (newly exempted) SDAs. who have a right to ask for an appeal from 
their Governor to retain the training funds, to also have the right to ask the Secretary of Labor to 
overturn Governor's denial, if the SDA had a good perfonnance fe(:OHl. 

Hi-B: On Thursday (4/2), the Senate Judiciary Committee marked up legislation tnat is intended \0 

respond to the grov.ing demand for skilled workers in the information technology (IT) industry, 
The Committee reported out (by a vote of l2-6) a modification of a bill originally introduced by 
Sen. Abraham, that would increase the annual cap on the number of temporary visas for foreign 
"specialty" workers under the H-I B program. All of the Republicans voted for the bill. as did 
Senators Feinstein and Kohl. (The committee also voted on"a substitute introduced by Senators 
Kennedy and Feinstein for which all of the Democrats voted (and all of the Repubticans opposed). 
The Administration submitted a letter of support for the overall approach of the Kerutedy~Feinstein 
bill (increased training and reforms to the H-l B program to protect American workers in 
conjunction with a small. temporary increase in the number of visas). We are streSSing that the 
current Abraham bm~~even with its improvements~~stiU must be stronger on ensuring additional 
training and real reforms, 

IRS Update: The Senate Finance Committee passed its version of IRS reform this week by a vote 
of 20-0, Sec'retary Rubin waS able to secure several improvements. including seats on the new 
oversight Board for the Treasury Secretary and a. wUon representative. Our main concern with the 
bill now is that, unlike the House bill, it is Dot fully paid for. It is short $9.8 billioD over ten years. 
Roth added costly provisions. such as reducing certain penalties, that added significantly to the cost. 
He has pledged 10 fmd additional offsets. Given that Congress has still nol passed a bill and that 

~ Roth has scheduled additional hearings in late April~ we have discussed a possible radio address on 
~ IRS reform for April 11, This would provide you another opportwlity to express disappointment (..0-::-/ that Congress failed to pass a bill by April 15. press for quick action in Congress after the recess, 
-~ and highlight positive steps the IRS has been taking on the customer service front. including 

expanded eiectroruc mingo , ' 

Student Loall intenst Raft: In late February we proposed a pro-student rate that Treasury analysis 
indicated was adequately profitable for banks, The House committee adopted our reduction for 
stu~ts, but proposed additional subsidies for banks costing S 1-4 billion over 5 years. Director 
Raine.a. has warned that this could result in a sequester that would increase student loan fees paid by 
borrowerS, and cut vocational rehabilitation. foster care and adoption assistance. and Medicare, 
CBO this week released an analysis indicating that while current rates provide excessive profits, the 
Administration's proposal would not be sufficiently profitable for banks. Treasury 1S analyzing 
CBO's methodology. which is complex. We have been quietly floating a proposal that would allow 
subsides for two years and then transition to an auction-based system. 

School Corutrucwn: Last Wednesday (3125). Senator Faireloth offered (and later withdiew) an 
amendnlent 10 the supplemenlal that threatened to take $5 billion of the ESf (the fund Treasury 
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uses to stabilize cUfTeney fluctuations) and move it to school construction" nus amendment would 
have set an awful precedent in that it would have busted the budget since ESF·does not provide 

. outlays. However. the upshot of Faircloth's amendment is that he made tb~ case for s<:hool 
construction, citing the GAO report. etc. "This suggests that the threat 1:0 attach your school 
modemi7.ation proposal to Coverdell is having an impact ~~ Republicans may be starting to feel that 
they need to support a large school construction initiative of some type, When the Senate returns, it 
will take up the Coverdelliegislation. including a vote on sehoai construction. To gear up for that, 
you will be touring a school in or near Chicago next Wednesday, That will be followed by forums 
in at least 20 cities around the country that day; all of them will participate in a conference call with 
VPOTUS. We hope that will help to get significant regional 'coverage. and possible addition 
national press, in advance of the upcoming Senate' vote, 

High Hopes: Last Thursday (3/27), Bob Shireman on my staff joined Education Department staff 
in a small meeting at the Ford Foundation in New York, Ford is interested in partnering with us to 
fund model programs (building on their efforts in Houston and other cities). and to increase 
awareness about approaches that work. in improving education and college attendance in highr 
poverty areas, This may develop into an announcement of Ii financial commitment by the 
Foundation. perhaps with the involvement of Lucent Technologies, This announcement·· which is 
tenlarively on your schedule for May 4 ~. may give us a hook for highlighting the bipartisan 
involvement in 'he House. and fO perhnps bring in a Senate Republican. 

The Senate.mark~up oime reauthorization of the Higher Education Act occurred Wednesday 
afternoon (4/1), Chairman Jeffords. who would normally be sympathetic, wants to protect a 
program he created in 1992, and may hold this issue as a bargaining tool with the House and with 
us. -A niunber ofe!fons by Riley, Fartah and rounded in a good colloquy between Jeffords and 
Kennedy during the mark up in which they pledged to work together on a joint approach as the biB 
moved to the floor.' We have been reaching out to RepubUcan Senators 'Nith some suc-cess. Chaka 
Fattah seems to have secured Specter~~which is important because of his appropriations role, 1 have 
had two good conversations with Senator Frist who seems increasingly interested, though I have 
had less suc,:ess with Senator Collins. 

Master TeQchen: The senate Committee version of the reauthorization of the Higlier Edu-cation 
Act, v0ted out Wednesday (4/1). does nQt include any provision that would undermine the 
Administration's fmanciaJ support for the National Board for Professional Teaching StandaJds, 

llVTELSAT~' This week in Salvador, Brazil. the U,S. government went along with the decision by 
141 other I}rrqLSAT member governments to spin off six satellites into a separate. publicly traded 
company - temporarily called New Skies Satellites ~~'that will provide: services in the: global 
satellite communications matket. The Brazil decision marks the end of a contentious four~year 
debate wi.thin INTELSAT, an intergovernmental organization dominated by monopoly telephone 
providers. in which the U,S. has often been alone in insisting that any spin off company must be 
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fully separate and independent. The NEe has coordinated the Administration's interagency effort on 
INTElSAT. ilself<:ontentious at many points, and Dorothy Robyn from my staff participa.ted in 
.Brazil, You should know that we believe the creation of~ew Skies is lhe first. and most difficult, 
step toward complete privatization of INTELSAT, Finally. while the Justice Department believes 
the restrocturing is pro-competitive, several U.S. satellite communications companies are criticizing 
it on the grounds that remaining links between fNTELSAT and New Skies will harm competition. 

ISTE/j; The HQuse this week paSsed its ISTEA reauthorization bill by a J37~80 vote. Three 
challenges to funding provisions in the bill .~ including an Administra.tion~supporied amendment by 
Rep. Spratt to extend the current short-term ISTEA law to July "1. so as 10 aHow for completion of 
the House budget tesolution - were defeated by similar margins. Good news came in the' form of 1) 
a 225~194 vote to defeat an amendment by Rep. Marge Roukema that would have eliminated 
DOT's Disadvantaged Business Enterprise program, and 2) House approval ofan amendment by 
Rep. Danny Davis to increase annual funding fat welfare*to~work transportation servlees from $42 
million to $150 million (we requested $100 million/year in NEXTEA). The leadership did not 
allow for a vote on Rep. Lowey's amendment to lower the legal blood alcohol content to .08. 

, Conferees will begin work following Easter recess, in hopes of reaching a compromise bill by 
Memorial Day. . 

YOW' seniQr advisers are actively debating various legislative strategies that deal with the problems 
in both ISTEA bills. In the next few days. we will be doing additional analysis of I) the 
demonstration projects, 2) the crowding out effect I$TEA would have on other priority investments 
(including non-highway transportation investment). and 3) historical data showing that, from 
1980-1995, Highway Trust Fund (HTF) outlays exceeded receipts (this was possible because of 
interest earned on HTF sw-pluses from 1967-79). Press coverage of the $9 billion in House 
demonstration projects has been extrem~iy critical. and some Senate Republicans (e,g., Warner) are 
genuinely embarrassed by that as well as the sheer size of the House bill and its off·budget 
provision. Thus. if may well be possibIe to- get some improvements In those areas. 

. 
Securities Litigation Reform: As you may recall, one ofyour greatest concerns with the Private 
Securities Litigation Reform Act of 1995 was the ambiguity created by that law concerning whether 
reckle~ess remained a basis of liability fOT securities fraud claims and whether the pleading 
standard·t;:stablished in the Second Circuit was still intact. Despite your concerns with the 1995 
law, last year you decided that tha Administration should not oppose efforts led by the High Tech 
industry to pass further securities litigation legislation which would create a uniform national 
standard for securities fraud class action suits and provide a "safe harbor" for fot'Vlatd·looking 
statements in an effort to encourage companies to provide greater information to consumers, Last 
Wednesday (3125). at rw:>nfumation bearings before the Senate Banking Committee, SEC 
Chairman Levitt toid SenatorS D'Amato, Dodd and Gramm that he and Commissioners Hunt and 
Unger can support a revised version of this legislation worked out between SEC and Senate staffs, 
(Commissioner Johnson continues 10 believe lhat no legislation isjustified at this time.) To gain 
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Levitt's support. the three Senators dearly moved inour direction by narrowing the scope of the 
hill. Although the concessIons obtained by the SEC appear to be consistent with your objectives, 
the NEe hns asked the OOJ 10 review independently the final language. We wHl then consult with 
the OVP, Bruce lindsey and John Podesta. before any Administration view on [he final bill is 
communicated. 

Financial Modernization: House Banking Comminee Ranking Democrat John LaFalce credited 
";he Administration's opposition" as being "[he turning point" in the Democrats' successful effon 
Tuesday to defeat the Republican's Financial Modernizalion bill. House leaders were forced to pull 
the bill from the floor, recognizing thilt their tactic of merging the Financial Modernization bill with 
the popular Credit Union legislation (see below) had backfired. Financial Modernization which 
would remove inappropriate barriers to integration among banlcing. insurance, and securities firms. 
The Republican's bill was seen by most banks as favoring securities and insurance finns at the 
banks' expense, We have tried to position the Administration not as picking sides, but rather as 
ensuring a level playing field so that consumers win. We are also concerned that the Republican's 
bill would undennine the Community Reinvestment Act by forcing new financial activities to occur 
in holding company affiliates whose assets are not counted toward eRA obligations. The SAP said 
that, if the bill were presented to the President in its cWTCnt fonn, "the Secretary of the Treasury 
would recommend that it be vetoed." The Republicans pledged to bring the bin up again during the 
week of May 4th. but most commentators believe that making the changes necessary to gain 
additional support \VOuld cost support as well. 

Credit Unions: The credit unions had a major victory on Wednesday (4/1) in their intensive 
campaign to reverse a recent Supreme Court decision on credit union membership, when the House 
passed a credit union bill 411-&. The Court dedsion overt\!rn6.t a !ong-standing"NCUA 
interpretation concerning the extent to which credit union membership must be based on a 
"common bond." The bill passed this week did not fully restore the broad authority to add new 
membership groups that the credit unions had sougbt, but it provided significant flexibility beyond 
that available after the Court decision. It also added positive new safety and soundness retanus 
and, for the first time, eRA-like obligations for credit unions. The N~C will run an interagency 
process to prepare tor the Senate's consideration of the bHl• 

.... 
App.,.,llndustry Partnership (AlP): Kitty Higgins and NEC staff attended a meeting of the AlP 
in NYC on Thursday (3126). The meeting c:onfinned our suspicion that the discussions are near or 
at an impasse. Companies complain ofmission creep as they battle on such issues as whether it is 
possible to be in compliance when manufacturing in China and what constitutes a "living ""-age:' 
Meanwhile, the NGOs and Labor are being pressed from their left. NEC will work closely with 
Laoor, State and NSC to identify ways the Administration could help to break the impasse. 

Child L4Por: The NECINSC is convening a policy process to decide whether to develop a 
legislative proposal to autlwrize you to take appropriate action in response to persistent, 
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exploitative child labor practices, This proposal is intended (0 acdress Rep. Chris Smith's bill 
requiring automatic sanctions against any country whose laws did not prohibit child labor (defined 
such that th(: US and L'K would be sanctioned countries). The 'KEC has also is working on a 
strategy to promote your ChUd Labor budget proposals on the Hill in the face of skepticism that . 
IPEC {the International Programme for the Elimination QfChild Labour) has the capacity to absorb 
the lO-fold increase in funding you proposed (from $3 to $30 million) to fund their cOUI'.try~based 
programs to end the most intolerable [onus of child taboT. The strategy includes: (1) 
demonstrating how {PEes paIent organization (the [LO) and the Labor Department can enhance 
IPEe's capacity; and (2) framing the $30 mi1li~n investment as small in relation to the size of the 
problem. 

Social Security Forum: The ~EC has been working with the Concord Coalition imd AA.RP on 
their April 7 Social Security Forum at Penn Valley Community College in Kansas City. We havl; 
held daily meetings with Communications, Scheduling. Legislative Affairs., Cabinet Affairs, and 
others to discuss the ConcordlAARP forum and your role in iL At present, you will give opening 
remarks and later participate -- with four members of Congress selected by each leader {Kerrey, 
Santorum, Pomeroy, Hulshot) and a panel ofexperts (Marilyn Moon, Gary Burtle", Fred 
Goldberg. I?avid Walker) -- in an interactive conversation with the audience moderated by Gwen 
'Ifill. Between those two sessions. you "viii conduct satellite feeds. off~stage. into five to\V!l 
meetings on Social Security hosted by individual members of Congress in their districts. We wiH 
meet v.i.th Y,<?u on ~onday to discuss the Forum in greater detaiL 

Press Briejing on the Supplemental: On Tuesday (3/31)~ we coordinated a press conference at the 
White House with Secretary Albrig.*'It, Secretary Rubin, and Secretary Cohen highlighting the 
importance ofpassing a budget supplemental that includes funding for all of our national security 
priorities: UN arrears, IMF, Bosni~ and Iraq. The three Cabinet Secretaries delivered the message 
that national security should be abov:e the usual legislative ""Tangling. later that day ~ the House 
passed the supplemental without funding for Bosnia or the tJN by an extremely thin margin (212~ 
208) "",th 17 Republicans breaking ranks. That legislation will now go to conference; the Senate 
supplemental is similar, but does include IMP funding and does not include the domestic offsets to 
paz;or the emergencies. 

, 
Asia' Financial Markets: The IMF expects to reach agreement with Indonesia on Wednesday o~ 
a revised reform package •. which is likely to include added flexibility on food and fuel subsidies. 
a framework for corporate debt workouts and tightened monetary and interest rate targets. Once 
the agreement is ftnalized. the IMP intends to release Indonesia's next 53 billion disbursement in 
:3 equal. monthly installments in order to roaintain leverage. Australia, Singapore and Japan are 
likely to provide an additional $1.3 billion directed at corporate debt guarantees and trade 
financing .. Although the details are not yet fully known, Treasury expects that we will be able to 
welcome tile agreement. while expressing significant cautions about ensuring implementation. 
Separately, the State 'Department has announced a package of 570 million in trumanitarian 
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assistance for Indonesia, including approximately $50 million in food assistance: and secured 
World Bank support for an April i donors conference to coordinate assistance for Indonesia. We 
are keeping a close eye on Malaysia. which is undertaking a "home~grown" reform package, 
drawing on IMF advice but refraining from requesting IMF funds and the attendant policy 
eond 1tions. 

Santiago Trade: FOllowing the meeting of hemispheric trade ministers in Costa Rica. there is 
widespread support for _3 strong and comprehensive launch of negotiations Ioward the Free Trade 
Area of the Americas (FTAA) at the Santiago Summit of the Americas. including (he creation of 
a consultative group on labor and the environmem. Anticipating that there win be considerable 
press interest in fast track at that juncture, the international economic Principals agreed the best 
approach is to acknowledge that fast track authority will be important in maintaining U.S. 
international leadership. but that we are finding ways to move forward on our market opening 
agenda with,)ut it, as evidenced by the SUCcess of the ITAA launch, 

intenw.tionaJ Tobacco: In anticipation of the March 31 mark-up of the tobacco hill. Principals 
agreed that our main emphasis in the international arena should be on developing a strong set of 
lM;alth-orienled advertising. labeHng and marketing standards through the World Health 
Organization and ensuring that there is sufficiem funding to enable developing countries to 
implement these standards, The international provisions in the McCain bill were incorporated at 
tht; urging of Senator Wyden. against the opposition of Senators Hollings and Foret While these 
provisions remained unchanged, it was agreed that representatives from the Administration wou1d 

, meet with Commerce Committee staff next week: to work out compromise language for the 
Chairman's mark: regarding funding for international public health and education, restrictions on 
official U.S. promotion of tobacco and on advertising. labeling and sales practices overseas, and 
anti-smuggling efforts. 

Japan Economic Polk)': In the run"up to the end ofJapan's fiscal year. the ruling LDP PartY 
announced a proposal for 16 trillion yen ($123 billion or 3.1 pert:ent of GDP) in fiscal stimulus and 
hinted at additional tax cuts later this year. Although this is an encouraging development. it is 
difficult to assess at this juncture whether it will have a significant impact on the economy, since 
such tOP"'line numbers customarily include a large number (halfor more) of repackaged existing 
co~ent.').. The initial reaction of the markets suggested considerable skepticism. In addition • 

•the Japanese government annoUDced this week a new three year dereguladon plan that tontains 
some importllnt.and meaningful steps in such areas as financial services and housing. but falls short 
in critical areas such as telecommunications and phannaceuticals. We will press for more progress 
between now and the G~g Summit. Hashimoto committed to you in Vancouver last year that he 
would prodw:e concrete results by Binningham, and last week: he publicly called upon his 
government to work toward that goal, 
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FROM: GENE SPERLING' 

RE: NEe WEEKLY REPORT 

cc: ·i,"" NE BOWLES 

IRS Hearings: A:" you know, the Senate Finance Committee held four hearings this week on th~ 
IRS. focusing s~ifically on the IRS Criminal Investigations Division. Witnesses included IRS 
empfoyees. taxpayers, and others: a nwnber ofwhom recounted being on the receiving end of 
IRS strong arm tactics. As you know, Commissioner Rossotti and Secretary Rubin went out on . 
Tuesday (4128), the firsl day of!hehearings, and announced that Judge William Webster will 
conduct an independent review of the Criminal Investigation Division. Commissioner Rossotti 
announced additional measures as well, including strengthened discipline ofCID managers and 
employees~ a new complaint system, and support for a new Inspector General for Tax 
Administration. The Senate is expected to consider the IRS bill on the floor next week, A main 
concern we' have with the Senate bilt is that, unlike the House hill. it loses significant revenue, 
$9.7 billion over ten years. While continuing to express overall support for IRS refonn, we will 
'work as the bill moves along to ensure that in final fonn it is paid for. 

H~lB: As you know 1ast month the Senate Judiciary committee reported out a bill sponsored by 
Senator Abraham that the administration did not support. The House Judiciary committee is now 
working on their bill. On Thursday (4/30), the House Judiciary sub-committee on immigration 
reported by a voice vote a bilt iritroduced by Rep. Lamar Smith that would temporarily increase 
the numberofH·lB visas for skilled foreign workers. Also on Thursday, Bruce Reed and I sent. 
a letter to Rep, Smith stating that the Administration supports the reforms to the H~1 B visa 
program that protect U.s. workers that are contained in the bill, but that until the bill includes a 
training provision (which we have.stressed must accompany any temporary increase in the 
number of these visas) we: catlDot support the bill. We are working with Hill staff to ensure that 

...... an amendment iitcluding II ~g provision is included at the fujI Committee mark41p which is 
, • expected to be: OIl.Wednesday, May 6. We expect the Senate version to reach the floor the week 

ofMay 11th which Senator Lott bas declared to he High-leeh week. 

G. I. BiB: The Senate version of the G. I. BiH, the Workforce Investment Partnership Act. Vo'aS 

debated on Friday (511); the vote is scheduled for Tuesday (5/5) afiemoon, We support the job 
training refonns in the Senate version of the bill, however there is an amendment by Sen. 
Ashcroft that threatens the Administration legacy on School~to~'WOrk which we strongly oppose. 
ctur strategy is to not oppose the bill, but let it get voted out of the Senate and fix it in 
conference. We are working with Senator Kennedy who has received verbal commitment from 
DeWine and Jeffords to "render this amendment benign." The NEe is convening an interagency 
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meeting next week to insure that the final bill reflects all of your principles. 

Secfllities Litigation: On Tuesday (4f28), Bruce Lindsey and I sent a leuer 10 Senators Dodd, 

0' Amaro and Gramm concerning S, l260. the Securities Litigation Unifonn Sr.andards Act, 

which provides that class actions generally can be broughl only in federal court. We 

sllpponed amendmenls negotiated by the SEC to clarify that the bill wHl not preempt cena.ln. 

corporate governance claims and 1:0 narrow the definition of class action. More importantly. 

we made clear that the Administration's support for the bill depends upon delivery of 

leglslaLive history and floor Statements promised to SEC Chairman Levitt that should ~Pto 

reduce confusion in the couns about the proper imerpretation of the Private Securities 

Litigation Reform Act t . in. ''Ie Senate Banking Committee will report the bill out on . 

Monday (5/4): it is expectet tWach the Senate Hoor the week of May 1 L We expect that 

House action on the bill. late! ~,May, will respect the commitments that the SEC'obtained ~ 

from the Senate. \ 


Ameri;:a Reads: On Thursday (4/30). Bob Shireman on my staff met with a group ofblack . 

educators. including Doctor Charlie Knight. superintendent of the East Palo Alto district where 

Chelsea tutors. She asked Bob to· pass along to you Ihat you have raised a wonderful daughter, 

the kids love her, and she clearly loves working with them. Her help is valuable and appreciated. 


Chainnan Jeffords held a hearing Tuesday (4128) on literacy. It covered both adults and children, 

and generally underscored the need for action on reading instruction. including teacher training. 

Jeffords indicated that he would like to mark~up a reading bill in the next few weeks; his staff 

thinks that Sen. CoverdeU is sincere about moving a bill in time for the July 1 funding deadline, 

rather than just grandstanding on the issue (as you know, it is part oCthe Coverdcll bill that you 

will veto). But passage of a $ep3I8.~ bill that you am sign is by no means assW'Cd.
.. 

~ SludelJt Loan Interest Rates: Maj~~ty Leader Arotey fought hard to include a bank·friend~y fi~
"ls part of the supplemental appropriations bill. but it may have to broken off separately at some 

point. We opposed his flx - in part bCcause its subsidies to banks were not offset .- and be 
ultimately failed. Keeping it as part of HEA helps to. provide a driver for the reauthori7.ation to 

occur this year, We may seek to quietly. negotiate a compromise in the Rear future. 

'"' Response to Times Article 011 Medicare Billing: You asked about Monday's (4127). New York 
-; 	 Times article that reported that HCfA is implementing a policy to delay payments to providers. 


While it is true that HCFA is changing its payment policy, e ....en with this change. Medicare pays 

providers as: fAst gnot faster than private iIlSYfSrs. Medicare bas been a leader in ~e 

past and will continue to do so. Your I m budget adds $100 million in funding from user fees 

to improve payment and oversight in Medicare, and to assist in implementing the major changes 

in Medicare that v,,"ere made in the bipartisan Balanced Budget Act. Uset fees are controversial 

amongst providers who would prefer that needed administrative funding come from the 

,:.rooitionai'discretional spending. ~e proposed ,these fees precisely because of the tight 
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FROM: GENE SPERLING (05, 

RE: NEe WEEKLY REPORT, 

cc: ERSKINE IlOWLES 

Chilla MFN.. Your economic team was aggressive this week in underscoring the enormous risks 
of playing politics with MFN. The Senior Administration offi-cials (myself, Barshefst(y, Rubin. 
Daley, Echavesle) reached key CEOs. [addressed the board ofine U.S.·China Business Council, 
Secretary Rubin addressed their 25th Anniversary Gala. and Daley, Barshefsky. Sieinberg and 
Rubin addressed the President's Export Council. The June 3 letter to you from Gingrich, Archer 
and Crane supporting MFN is clearly good news. Senator Lott has made some positive nOIses in 
the last day or two. but we need to continue our discussions with him, We understand there have 
been no final decisions on the timing of a vote, but lndi~ations from majority Ways and Means 
staffpoint toward a vote in July following your trip to China. Larry Stein is leading the effort to 
push this down. Business issued strong statements in support of your decision to renew. Fearful 
of an early vote and unclear where Republican leadership would come out on MFN, business 
welcomed Gingrich's announcement to renew MFN, but plans to take nothing for granted. 
Please find attached the one-page Administration China MFN fact sheet 

China WTO: On Thursday (6/4). the NEC held a principals meeting on China WTO accession' 
negotiations, \Ve have reason to believe China may be prepared to take positive steps to reach a 
market access agreement prior to the Summit (Sandy Berger or J can provide more detail 
separately.) It remains unclear, however, what those steps wilt be or whether they will be 
sumci¢Q!. We remain very far apart right now on sectors such as agriculture, autos, chemicals, 
financial ,l:iervices, and pharmaceuticals, whose industries are critical to domestic support for any 
market access agreement. Ambassador Barshefsky will arrive in Beijing on June 17 for 
negotiations, China is refus.ing to negotiate with anyone else, and will not table its proposal 
beforehand. We wiU press hard for a market access agreement over the next few weeks, but need 
to keep expectations low. as we do not know, and are somewhat skeptical. that China will come 
far enough, 

Africa Tradil Bill: Sandy Berger and I cOachaired a meeting Friday afternoon. with Charlene, 
Larry Stein. and Sylvia on how we could move the Africa Trade Bill in the Senate where it is 
currently stalled. It was agreed that Sandy, Charlene, Larry Stein, and myself will all make calls 
from coordinated talking points to encourage members to move on the biU this session, Vle will 
be meeting with Representatives from the House later next week to follow up on their request to 
get a more significant commitment from the Administration on this important iegislatlOJi. 



: 

IRS Re/orm: This week we gave our viewson the IRS legislation iO members of the House and 
Senate conference. The leiter from Secretary Rubin outlined all thaI we have done to rcfonn lhe 
IRS, our interest in moving IRS refonn legislation, as well as particular provisions we have 
concerns with. Before the letter was sCnt, we held an Economic team meeting on how the leuer 
should address (he budget ramificatlOns of the Congressional bills. According to Treasury 
estimates. the Senate bill still loses 57.3 billion over five years. The dilemma \ve face is how 10 

raise this poinl to facilitate correcting it wi~hout setting ourselves up if the scoring issue is not 
-"" cleared up and you are presented wiih a bill to sign. We decided to coueh the ne\lrscoring 

".. " 	 estimates in language to the effect that We will work with conferees 10 ensure that the bill is fully 
paid for and avoids a sequester, We win now try to work with conferees to try to bring the Cost 
down, " 

. 	 . ~ 
SA VER Summit: We will attempt to capilalize on the Speaker's remarks that showed suppOrt 
for reducing the vesting period for employer 401 (K), a new defined benefit plan and ,lax cuts to 
bear costs for small businesses starting up 'pensions, We received positive news coverage and ~ NBC did a detailed in-depth piece with quotes from both you and Secretary Hennan. 

House Budget Resolution: On Friday (6/5), the House passed the Kasich budget 216~204 (3 
Democrats voted for the Kasich plan and 9 Republicans voted against the Resolution), During 
consideration of the Resolution. the House defeated the alternative conservative budget by a VQte
of 158-262; and defeated the SprattiDemocratic budget 164-257. The House·passed and Senate· 
passed versions of the budget resolution now go to eonferenee. We put out a statement from you 
caning the Kasieh budget a "step backwards that would mean severe and unnecessary -cuts in 
education, the environment, and health care." In the next week, we will step up our attacks on 

*:: I.. tithe 'KasiCO bhudbget· YOU Sh~uldd kn?:V thatdthe ~asich b~dget woulld lead..to a 14.percent cut IU 
~ t e area 0 f t e udget that tun S cntlcal e ucahon, envlrorunent, aw enlorcement. and research 
~W-*>' 	 taJ1d development irutlatives in 2003. If these cuts were applied across-the~board. this would 
.w mean, for example, that 85.000 children would be denied Head Start opporrunities and 162.000 
~ tudents would be denied Pen Grants in 2003. 

~ 
Working wifh Rev. Jackson're: ClulIfneling Private Capifollo Disadvantaged Areas, On May 
7. 1998 the Rev. Jesse Jackson held a meeting with Sandy Weill (Chairman and CEO of 
Travelers Group). Lamond Godwin (Chainnan and CEO of Peachtree Asset Managementl. Jim 
Hill (Oregon State Treasurer) and ether corporate officers to "exp1ore ways to use the nation's 
billions of dollars in private capital and pension funds to effectively rebuild Amenca," The 
resuit of this brainstorming session was a very preUminary concept paper describing a 
govemment~backed investment vehicle that Rev. Jackson calis a "domestic OPIC," Rev. 
Jackson subsequently met with Erskine Bowles and me to further discuss this concept. On 

~~ Monday, I am taking a tcam of a few Admt~tjon officials. including 'treasury and SBA, to 

_ ' New York to meet with Rev. JaCkson and a group ofCEOs and top officials from financial 


J..U..\ ~ services~: inc ludmg I ravelers and NattonsBank, to. explore potential structures for this 

~inV!SultetU vt:hkle anTI ways tfie federal government could support (e,g .• indirectly) such an 

;\M~ffort. 
_ 'l 

ltfedicare Commission: The fun Medicare Commission met on Monday and Tuesday (6/1 ~2) to 
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discuss Medicare projections and major Issues related to: benefits, eligibility, costs. management. 
and financing. On benefits. there is growing agreement that the benefits should be rationalized 
(e.g., include prescription drugs, make cost sharing consistent), although some like Phil Gramm 
raised concerns about costs, There was also an extensive diSCUSSion of HCFA mana.gement. 
One area of consensLis -- even among the RepubHcans ~~ was that there is too much 
rnicromanagcment ofHFCA; it should be given more authority to use private practices such as 
competitive bidding. There was also a debate. with no consensus, about whether FEHBP could 
be used as model for administering Medicare, We are preparing a NEClDPC memo that explores 
Ihis question. At the cnd of the meeting. Senator Breaux allowed a representative from the 
National Council ofSenior Citizens 10 request additional opportunities for beneficiaries and 
other affected patties to be heard, Breaux committed to additional forums for discussIon. 
including lwo field hearing in early July. The next full Commission meeting is scheduled to be 
held on August 10. 

America Reads: We remain concerned over whether or not Congress will be able to deliver 3 bill 
(0 your desk by the July 1 deadline for triggering the $210 million advance appropriation (whieh 
reverts to special education). There is a fair chance that we can get a bill after July 1, but we witI 
then have to fight for funding in the FY 99 appropriations process. (We are looking ~l possible 
vehicles for delaying the July 1 date, but that is a long shot.) The l\TEC is working with 
'Education and supporters in Congress to determine whether it would be best to quietly ask the 
leadership to renew the BBA conunitment to move America Reads, or to criticize the delay more(
 
publicly. 


Student Loan In.terest Rate, and Refinancing Cu"ent Loans: As you know the ISTEA bin 
includes a three~month "fix" to the July 1 interest rate problem. adopting our low rate for 
students but providing banks with an additional subsidy that we think is excessive, The fix is 
silent on the question of refi~ancing current loans, wfllc-h means that the Se~ion 
could ,allow mjlHons of current borrowers: to refinance at the new rate in the direct 1 gram, 
However, using that authority would have Severe political consequences and could strain 
administrative resources if demand is high), Working with Education, OMB and Treasury, we 
are exploring the options, including whether we can use the-refinancing authority to leverage a 
iongeNerrn compromise on the interest rat~ issue overalL 

Natioihll; Homeowners/up Week: As part ofNationai Homeownershlp Week (JW1e 6~ (3), there 
wilt be nearly 1,000 events across the country -- ranging from award ceremonies to seminars, and 
from homebuyer training seminars to groundbreakings and ribbon-cutting ceremonies. Over 400 
members ofCcmgress have pledged to help build a home under the auspices ofHabitat for 
Humanity and the National Partners in Homoownership·· at least 99 of the "House that Congress 
Built .. events will take place next week, Your radio actuality and your proclamation on National 
Homeownership Week will be faxed out to each of the National Partners so that we can get the 
message ou1.on the policies we have put in place (and the policies in your budget) to help expand 
homeownership and empower communities. 

_ ;;;, ~~:iVld"al Development Accounts: Nearly six ye3l1l ago .• in a speech in Los Angeles during 
--e. ,1992 campaign·. you announced your support for Individual Development Accounts (IDAs) 
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_. an idea that matches each dollar lower-income Americans save in order to provide incentives 
to accumulate we.a1th for a first borne, post-secondary education or training, or to start 11 small 
business. Your 1994 welfare reform proposal included a demonstration of this concept and Ihe 
1996 welfare reform law allows states to use welfare funds to create JDAs. However. federal 
funds have never been directly allocated to establish IDAs. Senator Coats and Senator Harkin 
are the lead sponsors on a bill to do just that. There are modifications lhat we believe are 
necessary to the bill before we could support it Jon Orszag and Emil Parker on my staff met 
with Senator Coats' and Senator Harkin's staffs this. week to discuss Ihese issues. We will send 
you a decision memo in the near future to determine whether you want to endors~'any fonn oran 
lDA demonstration proposaj··Coats/Harkin or one like it, 
eFTe/Treasury Dispute on OTC Derivative: Secretary Rubin, Federal Reserve Chairman 
Greenspan, and SEC Chairman Levitt are preparing a letter to Congress transmitting proposed 
legislation that would impose a moratorium on CFTC regulatory action on over-the~counter 
derivatives·. Last month. the CFTC released a coneept release (akin to an advanced notice of 
proposed rulemaking) concerning whether it should. for the first time. propose regulations 
governing certain types of swaps and other derivatives. The three officials have grave 
concerns about whether the CFTC has authority to regulate these transactions and the market 
impact of even the prospect of such regulatory action. The NEe discussed with Treasury 

.~~	whether a step less dramatic than a moralOrium was possible. but the depth oftne Secretary's 
concern, shared by Chairman aree~span and Levitt. convinced us to let them go forward . 

Bankruptcy: After a thorough interagency process, the NEe will provide you next week with 
a decision memorandum on the issues presented by the House and Senate consumer bankruptcy 
refonn bills. The Administration has already SUited its strong opposition to the House bill. 
which is slated to go to the House floor next week. It is unclear when the more promising. 
but still quite flawed, Senate bill will move. 

Child LAbor: After an NEe process and interagency consultation, I sent you a decision 
memorandum on Friday (615) and which the Staff Secretary will forward to you shortly, 
recommending that: (1) you send a statement to Geneva with Secretary Hennan strongly 
supporting the development of a new ILO convention on the most intolerable forms of child 
labor; and (2) DoL testify that it supports Senator Harkin's efforts to modernize the domestic 
agricuIture chtld labor laws (without reference to sPecifics in his bill which appear to 'not have 
been ~ed yet with interest groups). If you agree, we wiH wO!'k. to develop an effective 
White H6use communications strategy to get coverage of your actions. 

Product LiabitiJy: Senator Rockefeller has now circulated a revised version of his bill that 
reflects his agreements with the Administration, We are now told that Senator Gorton will not 
offer competing legislation and that Senator Lo~ is expected to bring the Rockefeller bill to the 
Senate floor. House reaction is as yet unclear. 

4 



