NOTE 70 SENE SPERLING:

The attached memo 1s a work In prégraﬁs, reflecting ongoing
conversations between myself, 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 1t. In
the main she is comfortable with 1it, but there is c¢learly an
unregolved issue regarding the primary purpose of this steering
commitias, The attached drafi presumes that the purpose of the
steering committee Is to recruite. college presidents who ave
wliling to commit aspecific numbers of volunteers -- both from
work study and from throughout the campus community -- :
specifically for the purpose of tutoring in America Reads.

At times there has been an alternative conception of the purpose
of this committee: o recruit college presidents who will take
up the more general c¢hallenge of mobllizing new work study slots
for community service, with America Reads being a subset of that
larger agenda.

As you might imagine, ED and CRS staff value these options
differently, though I think we each see them both as legitimate,
just different.

We will need vour assistance in resolving the fundamental purposae
before we proceed.

You might also note that 1 have attached s marked~-up vaersion of a
possible timeline to the end of the memo. This timelins needs
additional work, both with respect to the specific activities we
need to und&rtake, as well as again with respect ¢t the relative
emphagis of our message.

I wiil continue to work with Susan and Terry on this on Monday.
Call me 1£ you have any questions.

¥ike Cohen



TO: Gene Sperling

FROM: Mike Cohen
Susan Stroud
Teryry Paterson

SUBJECT: Amaerica Reads/Work Study Steering Committes of
» College Presidents

The threg of ug met this week to discugs how to quickly launch a
steering committes of university presidents to mobllize
institutions of higher educatlion behind America Reads.

Thig memo spells out our overall approach as well as some issues
we will still need to resolive in consultation with you.

Steering Committee

We envision a Steering Committee of approzimately twelve collegs
pregsidents who are Influential among their peers, geographically
representative and representative of the broad diversity of
gsectors in higher education (e.g., state and land grant
universities, private universities, Catholic institutions,
HBCU's, ete. ). The Steering Commities will provide the means {0
achieve buy~in the higher education community toward achieving
the Presidents goals in Anerica Reads, and to providing a
significant part of the army of volunteer tutors needed to
achieve it,

Attached ig @& 1is£ 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

. t¢ enligt a mininmum of five other college or university
presidents to make similar commitments.

Cne 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 te a specific campus-wide mobilization {students,
faculty and staff), over and above the work-study
commitment, to America Reads, We sre not able to specify
thig any furthex, in terms of absolute numbers of
percentages of participation on a campus basis.

Honor Roll {or Committee of 50 or 100 College Presidents for
America Reads)
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We envision the Honor Roll/Committee as the means to recognize
the commitments made by both the Steering Committes members and
tha additional ceollege presidents they bring into the process.
The target number for the honor rolljcommittes is fifty to one
hundred college presidents by the time of a State of the Union
announcemant.

We belleve we must involve the Steering Committee in determining
the exact commitment necessary to be added to the Committes of
100, given thelr need to sell the initiative. Some options for
criteria include:

. 50% of new work-study slots committed to community servics,
and
. a substantial {(and to be specified} portion of those work-

gtudy slots designated for America Reads and
. & largsy commltment to mobilize the campus beyond work study
for Amexrica Reads

what is being measured?

There naeds to be a common metric for "counting” the commitments
made by Steering Committee and Honor Roll members, so we can have
something claeay, concrete and sizeable for the Pregldent £0 point
to during the State of the Union or other announcement time. We
balleve that the Steering Committee members must be part of the
process of determining this metric: in fact, it is one of the
committes's firgt tasks. Measurement options we have aensid&red
includo:

. Number ©of new {oxr total} nork«study s8lots going to prek-4
literacy programs
. percentage increase Iin campus inveolvement in literacy

programs {in terms of numbers of tutors, numbers of tutonw
hours, ete.)

. total number of additional campus volunteers
total number of tutoring hours dedicated to America Raaéa
{this would produce the highest figure of all the optiong)

Other issues;

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

helping mobilize college tutors, such as:

. connecting conmunity groups with universities;

- the need for putting together & guide book or other tangible
Information on starting a reading~tutoring program from s
campus perspective;

. mothods to minimize the barriers for campuses to use work
study slots for community groups

Moving Forward: Next Steps

e need to guickiy:

» Finalize the list of who we will recruit for the Steering
Committee., Terry and Susan are consulting with thelr
celleagues to narrow down the £inal list., You should
indicate any ¢f thosge on or off the attached list yvou want



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

Contact potential members and form Steering Committee. We
are in agresment that there should be a letter to the
potential members from the White House ASAP (from POTUS, or
parhaps the Chief of Staff, Laura Tyson or yourself), The
letter will b followed up lmmediately by a phone c¢all, with
the ¢alls probably divided up betwsen WH, ED and CNS staff.
The Committee should be formed by Dec. 13.

A conference call with the committee, We will send the
committes members a brief memo laying cut the initial issues
we think they need to address, and hold 2 conference ¢all o
work through them. The call should occur during the week of
Dec. 16.

Develop a roll out plan and timeline for higher education

initiatives for America Reads, including:

. Announcement of formation of the Steering Committee

. Ongoling interaction with and support to the committee

. Setting deadling for securing written pledges for
college/university president’s

. State of the Union Announcement

. Fhoto~op with President for Steering Commitiee members
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POSSIBLE STEERING COMMITTEE MEMEBERS

Priority List:

Robert Corrigan

President

San Francisco State University
(suggested chair)

Tom Cole
Clark Atlanta University

Delores Cross
Chicego State

T. Sandy D' Alemberte °
Florida State University

George Dennlson
University of Montana

John DiBiaggio
Tufts University

E. Gordon Gee
Ohio State University

Vantan Gregorian
Brown University

Aupusta Souza Kappner
Bank Street College of Education

Eamon M. Kelly
Tulane University

Brit Kerwin
University of Maryland, College Park

Byron McClenney
Community College of Denver

Barry Munitz
Chancellor, California State Universirty System

Diana 8. Natalicio
University of Texas at El Paso

Lee O'Donovan
Georgetown University

L. Jay QOliva

Has already committed work-study slots,
generaled commitments already from all 23
CSU system campuses

He has already committed new work-study slots

to America Reads; HBCU

State school, urban environment, older, minonity
student population

Large public university, end Governor Chiles has
already committed to advancing work-study

On Compact Executive Cmte., and Chair
Monrana State Commission on National Service

He has credibility with private and Jand

grant universities; chairs coalition of 32 Mass.
colleges and universities '
Large, midwestemn institution

He would have influence with private

universities

A small, graduate level institution with a terrific
president

Southern private university; soong Clinton
supporter

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

A dynamic president of 2 community college
He is advocaring this in the CSU system,
and he is the current chair of ACE

Largely Hispanic serving public university

He is close 1o the President and would have
clout with privare and Catholic universities

The largest private university in country, and he



EF Rt -1l
W "

*

LEMS 297 4: TAM LUZDBDLIDL

Naw Yark University

Eduardo Padron
Miami Dade Community College

Judith A. Ramxley
Portand Siate University

Judith Resdin
Liniversity of Pennsylvania

Ted Saunders
Southem llinois University at Casbondale

Orhier Narmes:

Johnena Cole
Speiman Collegs

Lols B, DeFleur
Stare University of New York at Binghamton

Johna D, Eshelman
Seattle University

Morman C. Francis
Kavier Uaiversity of Lovislana

Jaliet V., Qarein
Liniversity of Texas at Browngvilis

Cluire Gavdlanl
Connesticur College

Donald W.Langenberg
University of Maryiand Systerm

Carl V. Patton
Georgia State University

John K. Reinke
Loyola University of Chicsge

Arthur K. Smith
University of Unah

H. Patrick Swygent

Howard University
Fdueation Associption Presidents:
James Appleberry

ASCU

Lk

teaches a course in commynity senviee

{ne of largest community collepes with
exceilont community service program

She's on Compact Execntive Cate., and she is very
committed 1 Community garvice

Has expressed interest to White House, excellent
comnunity service program.

Formerly with US Department of Education

‘White she would be greay, she is scheduled to leave
her position

incoming chair of ACE board
Catholic university, Pacific Northwaost
Private, Catholic unlversity in South; leader in

HBCY nerwork

Prynamic leader of largely Hispanie public
university

Small, privase liberal arts ingtitution, former
chair of Campus Compat

He is aircady working with Brit Kerwin on using
work-study throughout the Maryland system
Large land grant university is South

Zwony leader; Catholic institution

Excelient community service program

The Howard nmme wwould carry g lot of clout with
HRBLUs

e U g
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William Gray
UNCF

Stars fkenberry
ACE

Peter McGirsth
NASULGE

Frank Hewman ‘ Frank Newman has written abieut this for years
Education Commission of the Stares

Diavid Fierre Walle he's an association president, hemay be a

American Association of Community Colieges- useful link to comemunity colleges
{2uvid Warren

National Association of Independent Collepes
and Universites


http:Newttltl.tt

e

FISETTVE ‘?%g,ﬁt Actahies | b .

December:

Presidential invitation for Steering Committee: W have an expiaded list of poentisl Sreering
Commitiee members for the President to approsch. The Hat covers all areas goographically, and hys
represeniatives {rom all sectors, We believe these presidents should be approached first through &
White House lotter of invitation {next week}, the deadline for exponse of which would be Gy end of
pext week, The week therealer, we would sehedule an initsl cmfmncn cail (o brief (e new
membery. ,

White House Aanounzomaent of Steering Commirtee: Because the holiday peried is very slow for
news from the White House, we are move [lkely to genersis press uterest by soncuncing the lormation

of e Stcerlag Commings for Work-Study/Amenica Reads during this fime.

woth o AR PM\%L}MGK ttfﬂgbuu‘tﬁ &ﬂ{b{”
Lottsr from POTUS: College and ivmary pru dcnt wonid reuwe 8 iaw ﬁ'cm the Pmidc:zz
aeking for their help on this laitiativefcop 2l pSkuide X'e

: {0 m
Wofturd/Riey/Corrigan vislts to cﬁucntlon ansocistions; Robert Cmig&n :‘mm San me:izw Suat fr G

Untversity hay agrecd w it Washington in Dosembyr 10 mee with sssocistions of colleges and

X #2 i o}
untversitics 1o ask for support on thls boitirive. _ W.&:Lﬁy/éhw M !

Pevsiop Weotlord/Riley icint op od: We-aewodidng-o FO-Gp hioh we would  He &q&&

1ike 15 have CEC Wotford and Secretary Riley bytlne for ustumi pm - wc cwlzi xis0 give Stecring gl A

Committes mambers the samg bollerpinte to Use in theur owy regionsl or toosl press, In adiditlon, we b
4;3:3«

wauld Hke 10 place an op od in the astlonsl cducation prots, such as the Chranicle,

January: ’ ' a uﬁg .

*

F¥February:

smrwg commitier solicitutions: During whe penod Jeading up 1o the Insugursl, die Steering
Itee would pead e beiefed and be in the process of bringing In new members, Y~ 1=
e o olor 6
Incugural Week svent: Amsrics Hesds Day: CGiven that the pre-Inaugurs! fesiivities will npt last on
entire wesk, it may e difflcult 1o got the White Hoyss snd [gangural Comminee w deslgnate s
spc:iﬁc Americy Reads Day. However there gray be some press oppartnities 1o drsw siontion o
: , the Steering Com;«zfﬁgnerica Reads.

Insugural Address: While the Insugural apesch focuses on broad thamcs, thers may be g ¢chanes 10
bring up the Martla Luther King Day comymunity vervice octivities balng carritd out by AmerdCorps
nationwide. Many of theee programns have 4 lteracy thume and could be cize&

Siate of the Unlon Address: 'I'he. a1

hgoUnlou speech way ben %v apporunity Lﬁ azecdms

00 COIMIMitmegls 10 wark-study W At Rem Yy k% ) a5
bphﬁ&reﬁ lenge scafaf‘sug«{—d’w Artin Boslls.

ACE Secretarint merting: The ACE has Iis montiy Secreteriat mestin
ke to have Hervis Woflord ard Sesretary Riley address the sudiencs
service,

ACE Annug) Meetigg/Campus Compact Meeting: The President spoke at the ACE meeting two a:}. Q[[ TR0
years 020 in Sun Francisco, and this yowr's meeting 1akes place in Washingion oa February 23 - 38
It's Likely that the President has sireudy been invited 1o speak. The Campus Compact mesting foliows

[l
[ o]
Lo
£

B 62721 0R.8p-71
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UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF THE UNDER SECRETARY

THE UNDER SECRETARY

To: (rene Sperling

’-L\ A X%" A
From: Mike Smnh:} ’& 1“'
Re: ~ Reading Iniviative
’ f}az:: August 15, 1966

| had 4 lengthy conversation today with Secretary Riley about the reading initiative and the
various forms it might wake. Because we both see some significant weaknesses in the joint
“zero o £ight” proposal that has been developed, we think it impertant that the President be
presented with all three options that have been considered thus far: the joint option, an option
more clearly focused on improving reading achievement, and an early childhood option.

. Attached, as you requested at the NEC meeting yesterday, are pros and cons of both the joint
initiative and of a more targeted reading proposal. Based on the conversation today with
Secretary Riley, we are makiog some minor changes to our reading preposal and will send it
1o you tomorrow. “ { would then like o chat with you for a fow minutes Friday to sce where
we are.

M0 MABRYLAND AUVF., KW,  WASHINGTON, D.C, 202858300 ™
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PROS ANID CONS CF READING INITIATIVE AND 0-8 PROPOSAL

If the President is presented with an option focused exclusively on the K3 reading initiative,
.the pros and cons arg!

2ros; -

The goal is straightforward, coucrete and universal: to help all children read
independently and weil by the end of 3rd grade. The initiative would allow the
President (o call for: extra help after school and during the summer for any young child
who falls behind int reading: | million volunteers ttors; | reading specialist/tutor
coordinator for every elementary school who needs one. These are strong buliy-pulpit
issues that can galvanize the public and create sigmibicunt, lasting change in home,
school and community norms about reading.

Reading by 3rd grade is the right focus: Research shows that if a child can’t read
well by 3rd grade, chances for later success, in school and life, are significanty
diminished. Ensuring the reading success of every c¢hild would increase their academic
performance, unlock their potential 10 jsarn, and empower them throughout their life.
It wonld also reduce the numbers of children in special education; improve discipline
problems in classrovms {which corfelate with low academic achievement); and provide
critical additional help for the 2.8 million chikiren with limited English proficiency.

A focus on reading is present- and future-looking. A reading effort reinforces the
Adminisgation's commitment o all children Isarning the basics — a priority 1o the
public — while alsoc being consistent with a focus on technology {for children cannor
“cruise the interniet™ if they do not know how 1o read).

A reading initiative is pro-family, pro«child and pro-community: Every parent can
help - and must assumne the responsibility for helping ~ their children read, For
example, all parents can make a positive difference by reading with their child 30
minutes a day. Nut just parents, but also communities, the 16,000 public libraries,
¢ivics clubs, chureh groups, seniors, and national organizations can contribute 10
reaching the reading goal.

Tutoring after-school, weekends & during the summer creates opportunities for
additional and individualized learning time, thereby building on. rather than
substinating for, existing efforts to improve reading in our schools. Research alse
suggests that individualized help most effectively addresses reading problems.

Summer and after-schosl tutoring programs can support other important goals:
They: \ s

- hielp schools stay open afiernoons and weekends.
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-~ leverage efforts to promote community sehools.

- addross the problem of the lack of adequate day care, child care and positive
experiences at the end of the school day. '

-~ provide children with mentors and adult role models,

- provide children with zdditional “safe havens.”

A | Reading funds ¢an leverage improvement in the regular instructional program and

the Title I program, because they will serve children in $chools doing least weil in
reading and depend on schools commitiing 1o improving their own in-schoo! reading
programs.

* Thiy initiative buflds in a clear accountability mechanism « 4th grade reading scorcs
on the National Asscssment of Education Progress (NAEP).

. This initiative builds on the efforts of a number of states (TX, CA, CO, GA) and
cities (Boston, NYC) who alrgady have their own reading campaigns focused on carly
rzading. It also builds on ED's Read*Write*Now and Parennal Involvement
Campaigns. ‘

{ons/possible attacks:

* A reading campaign could further ignite the phonics-whoie language debate and
provide political fodder for opponents of whole langoage and the federal government.

Respopse; the initiative must emphasize that tocals, not feds, will have control
of all program decizions. Moreover, good teachers generaily use a range of
reading strategies including phonics and reading for comprehension.

. Tutoring programs are often difficult to run and sustain, Thesc programs depend on
volunteers for whoas the titoring usually is not the primary commitment. The mtors
lack training and often give a shon-lerm commitment, Mobilizing 1 million volunteers
may also prove ynrealistic.

Response: Paid reading specialists, full-time, patd tuior coordinators, and 2
sirong focus on iraining are designed o mitigate these problems.

. The effectivencss of witoring by volunteers has not been very well-documented.

. A program fooused on after-school and summer reading mtoring raises questions
about the efficacy of Title I and the overall school program.

Response; Through ESEA resuthorization and Other efforts, the Department 100
is working on strengthening Tite I and leveraging improvements in gverall
sehoo] programs.

* Some may argue that there is no need for 2 new program and that addidonal funding
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should be provided to Title I or national service,

Response: A proposal for large-scale after-school and sumuner belp for children
behind in reading provides a concrete and important few idea that is neither
programratic nor lodged exclusively in cither schools or cormmunities,
Regarding Tite I, no matter how good the Tite | program is, reading success
depends on parents and communities and on working with children from an
gatly age. There alse will always be some children who will noed exura help
before and after school.  Moreover, while National Service should be a
companent of 2 reading initiative, it is net suited to produce either the
mfrastructure or fexibility for a large-scale effort the includes the majority of
schools and very highly trained teachers and other staff,

Volunteer programs always present some risk of child abuse problems.

Response: Only with strong screening and 'active! well trained tutor
¢oordinators can this con be sddressed effectively. '
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If the President is presented with a joint optiou for a 0-8 Proposal that includes sarly Head

Start, Head Swart, Parental Involvement, and the Reading effort, the pros and cons are:

Prog:

*

If done righi, the proposed components compliment each other. Preschool
expansion/improvements and parental involvement are critical 1o providing the early
supports and language-rich environments for very yoong children that are essentiai o a
volng child's reading success. (Enriched preschoo] and parental invelvement wete -
components of the initial reading proposal).

Focusing on ehildren 0-8 avoids criticisms of an approach forused sxclusively on K-3
ot 0-3 (le., "for not starting early enough” or “for lacking follow-up™}).

The public will intuitively recognize the importance uf and connection between all of
the components of the initiative.

Strong family literacy and parent training are essential to enabling all parenis to
help their children learn fo read.

‘The health, development, and reading success of children depend on very early
interventions. Passage of the weifare hilt will only exacerbate the peesem inadequacy
of child care and day care in the country,

There likely is not enough funds for any of the components 1o have g universal reach
and significant tmpact.

The goal and focus of the initlative is diluted (there are many prograrumatic pieces,
many sub-messages {¢.x., healthy development, head start expansion, building on
Americorps]). This may vndercut the sirength of the proposal und its public appeal.

Right now, the different comuponents of the 0-8 proposal have very different
emphases. With three of its four components focused on Head Start and broad support
and training for parents, the proposal also loses its emphasis on reading and its
universal appeal.

A challenige grant to states to support parental involvement may nnt be an effective
way 10 promole parenial involvement. In many cases, local groups. communities and
national networks can more effcctively mobilize parents.

The proposed expansion of early Head Start will reach very fow infants. . -



EXECUTIVE OFFICE:® OF THE PRESIDERNT

19-Nov~1996 U4:44pm

TC: SPERLING G

FROM: Kenneth §. Apfeal

Co: TABERSKI D

Col: Barry White

cC: Robert M. Shireman

SUBJECT : America Reads ~ Work Study reculation

Mesgage Creation Date was at 19-NOV-19%86 16:3%:00

I believe we should get this reg ocut asap. This is a geood short term solution
- - and one we owe Lo the OMB staff, not the Department. Geng - -~ do you
agrea?

Robert M. Shireman
11/197/96 03:25%:1% PM
Record Type: Record

To: Kenpneth 8. Apfel/OMB/EOP

cc: Leslie 8. Mustain/OMB/ECP, 5. A. Noe/OMB/EQP

Subjdecy: America Reads - Work Study regulation

I looked inte what the Secrebary can do without further legislation. It is
clear that he gannot increase or change the current 5% community service
regulrement. Howsver, he is authorigzed to walve -- by ragulavtion -- the 25%
institutional match on the work-study awards *in furtherance of the purpose® of
the law. One of the purposes of the law i¢ community service, includin
tutoring. .

If we had time, the Secretary could pul out a proposad regulabion saying {(for
example) that a school can get a waiver if 153% of theilr work-study students are
resding tutors. But we don‘t have time to do a proposed regulaltion for next
year, because the master calendar reguires that any vegulations that will take
effecr next academic year must be published in final Zorm by December 1.

The lawyers tell we that the Secrebtary can publish a final regulation that did
not go through the NPRM process 1if it 18 "harmless," and they think the 15%
approach does nob meet that definition. 8¢, the Department suggests a
regulation {to be added Lo a currently pending regulatory package) that
authorizes the walver where “the student is employed as a reading tutor for
children who are in preschool through elementary schoel | ®



-

tola -

*Given that we don’t know what the progpects or timing are for legislation, I
would recommend that we go forward with this modest step. We could always go

further later,

Do you want to go forward with the regulation, or save it all for legislation?



EXELCUT IVE CFFPFICE "OF T HE PRESIDENT

0&E-Dec-1996 6:48Bpm

T0: SPERLING_G
TG: Kenneth 5. Apfel

. FROM: Robert M. Shireman

QUBJIRCT » 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 describing the
isgues that need to be decidsd in Monday’'s meeting. )

America ,s Reading Challenge

Purpose: To help ensurxe that children read well and independently by the asnd of
the third grade so as to sucweed in school, the workplace and in 1ife,

Funding:
{in miilions)
1988 1999 2000 2001 2002 Total
Reading
Edugation Dept. (mand.}] 200 250 325 325 325 1,425 .
Naticonal Service. {disc.) 200 200 200 200 200 1,000

Parents ag ¥First Teachers

Bducation Dept. {mand.) &4 50 &0 50 60 300
Accountability
ED-NAEP (disc.) 5 - 5 5 5. 5 25

Total 465 515 580 580 590 2,750

A, Grants to States:

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

ISSUE 1: should grants o States be competitive? ED favors a &leading edge 8
strategy that would fund the 3¢ best plans in the first vear, with all
interested States receiving resgurces by the third year. This means that ths
Federal governmeni will have to decide which States are ready for a statewids
reading program. ED £zels that this is necessary in order to get serious,
innovative plans From States.

However, under a formula grant, States would still need to submit a
publicly-vetiaed strategy to ED and CKE for approval. Given the - -high prioricy
of the initiative, the procees would be closely watched. Funding only some



States in the first and second years slows the national effort considerably.

VP

Total Funding available for state grants -- 95% of the &Reading 8 funds each
year are distributed to States, ’

ISSUE 2: Should more wmoney be retained for mational activivies? The current
draft sticks with the initial dersign of stats-based reading initiastives. - The -
8% set-aside ig for national activities such as training, dissemination of
modal materials and programs, evaluation, conferences, and structured local
experiments. ED and CNS would like additional funds to both {a) fund national
and regional organizationg, to prompt a true naticonal effort, and (b] fund
innovative local programs. However, this would make it more difficult to hold
States accountable for thely activities, since there would be national
organizations and federally-funded local programs that are not part ¢f the
State plan. Furthermorxe, it is unlikely that Congress would provide BD and CNS
with a large, flexible pot ¢of funds.

Single state strategy for ensuring that all children can read well and
independently by thixd grade. State plans are developed and submitted jointly
by the State Educational Agency {SEA] and the State Commission on National and
Community Sexvice. {The plan will have to designate one entity as fiscal
agent.) They devise an integrated State strategy to ralse resding levels.

State Plans must describe the State ,8 strategy for.disseminating funds
through a competitive process Lo local reading ‘consortia thal serve areas with
high number/percentage of low-income students or great need for asgsistance.

The State plan and iocal consertia would describe plans o recruit and provide
rutors for aftexr-school, weskends, and/or in summer and other effective reading
initiabives for children pre-X through Grade 4 that support in-gschool reading
programs, promote early childhood literacy/parenting 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 Serxvice participants (Amerilorps; REVP}
consistent with any CNE requirements, incorporating work-study studencs,
coordinating with Stcate Head Start programs and Parents as First Teachers
programs, leveraging resources from private or public sources for literacy
initiatives, and monitoring literacy programs.

The joint plan would justify an ovexall budget by describing costs in Lwo parts

{a) estimated funds needed for reading specialists, local assessment, the cost
of keeping schools cpen, and other sducation-related activities; and,

{bl eatimatéé funds needed for volunteer coordinators and other
volunteer-related efforts. '

The 4oint plan would describe how the partnership intends Lo ensune
accountability for the funds {2.g. who the fiscal agent is, now Lhe agencies
will moniteor the local activities). The presumption would be that the SEA
would monitor activities funded pursuant to {a) above, and the Commission would
monitor activities funded pursuant to (bl. This would be a joint monitoring
plan, with any &results 8 peing a joint product.

Joint review by BED and CHS. ED and CHE dointly review the State plans and
negotiate for improvements in the plans. The review would include an
assegsment of the total cost of the volunteer-related activitles proposed by
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che State plans. IL vhat total cost is less than the amount of funds
appropriated for this purposge for CNS, and further changes to State plans would
not furthexr the purpeses of the program, then the funds would be available for
reallocation to other Ztates. I£ more volunteer-related activities are
propoged than the amount appropriated to CNS, then ED funds could be used for
that purpose.

The SBtate receives itz total funds, and carries out ite plan. The Stcate need
not separate funde according to whether they came from ED or ONS., The statute
would specify that Congress intends to allow commingling of funds at the State
level (g0 that this could not cited as a prablem by Ingspectors General, eto.}l,
a that ED and CNS would work out a joint pian f£or monitoring and assessing the
progress of State programs.

ISSUE 3: Should the ED and CN3 funds remain separate. XED agrees that joint
plang should come f£rom States Lo the Federal government, and from local
congortia to States. But BED would keep the funds separate, sending its portion
to the S8EA, while UNBE ssnds its portion to the Commission, as laid out in the
State plan. The Commisgion and SBEA would then fund a logal consortium based on
its plan for broad-purpose SEA funds or &national service people. 8 The
Comnission and SBEA {as well as ED and CNS) would retain distinat
responsibilities for monitoring the use of theixr funds. {See attachsad chart
repregenting BD , 8 approachi.

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 entireby, not in pieces. Worryving about keeping funds separate

does pot contribute £ the success of the plan.

States may reserve up to 1% of funds for state coordination and fundg
management .

B. National Acgtivities Fund
Funding per yvear -- 5% of ED and CNS &reading 8 funds.

Activities include training, dissemination of materials/model programs,
gvaluation, and conferences.

‘Decisions made dointly by ED and CNS.
C. Parents as First Teachers
Funding: $£0 million per year.

Use: {rants Lo national and regional organizations to establish and expand
programs that help parents gtimulate and improve their children ,s reading
skills.

Decisions made jointly by ED and CNS.

—— i o == e

ISSUE 4: How does Parents as First Teachers fit in, and what is the EHS role?
There are two issues that have besn raised but not resclved:

{a) Should some of these funds be discributed along with the State &reading B
grants? {If s¢, should the State Head Start Office be added to the
Commission~SEA jeoint plan, and a relevant entity included in ths logal
consortium?)



(b} Should BHS be part of
for the reading fundg?

k3

the decision-making structure for this program, and
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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 [nitiatives
1. AMERICA READS., (Child Literacy)

Over the pext few months, as we send formal legisiation to the Congress for Democrats to
introduce on "America Reads," we have a simultansous opportunity 1o lead a national
public campaign on the importance of reading and the need for voluntegr tutoring to help
ali childran read well by the cnd of the 3rd grade.

While Barbara Bush achieved some success at associating her name with hiteracy and
drawing greater attention to the issue, your invelvement coupled with a strong bully-pulpit
and legislative push by the President, could teuly make this a legacy issue for the
President.

Described below are each of the varicus aspects that make up the America Reads
mitiative.  You could decide o emphasize the overall America Reads goal of "making
sure thal every child can read by the end of the 3rd grade,” or you ceuld decide 10 choose
one particular aspect of the America Reads challenge o make your personal cause over
the next year(s).

Aspeets of America Reads:

. Parenty as Teachers: Reading to Chitidren While They Are Young This aspect of
the President’s initiative focuses on helping parents help their children become
beiter readers. And this aspect of the America Reads initiative will certainly
require the preatest bully-putpit public campaign effort.  [We can oaly do so mch
through legisiation to get parents to read 1o their kids -~ hut we can accomplish a
great deal by having « national campaign jocusing on the issuef

A national campaign on this issue could focus on highlighting programs that are
“proven successes” at helping give parents the tools they nced o help their children
learn o read (such as Parents as Teachers, MIPPY, MepaSkills, and others), Such
a campaign could also truly Become a grassroots cifort -~ going into communities,
libraries, and homes seross the country and talking to parents .31'}{3!11 the mportance
of reading to their children carly and often.



Head Start Revival. Related (o the Parents as First Teachers aspect of the proposal;
you could place a strong emphasis on sirengthening 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 taught the importance of reading with their
children,

Under new Head Start standards developed by 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 1o help them be their children’s firgt
teacher. Last vear more than 800,000 Head Stant parents volunteered in their local
grogram. The President’s balanced budgel proposal includes an cxpansion of Head
Start so that it can reach 1 million preschool children in 2002,

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

America’s Reading Corps. The erux of the America Reads lmtiative is the
mobilization of an army of reading tutors fo 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 1o help the 20,000
schools that 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
suceesstul. existing efforts, focus attention on the need for greater resources,
and help mobilize new volunicer efforts.

- National Goal of Mobilizing | Million Reading Tutors. Your personal
cormymitment could help build this army even without passage of our
fegisiation. Our | million tutors will include:

- L0000 AmeriCorps members as tuior coordinaiors and volunteers .

- Experivnce Corp -~ sentor reading volunteers. Thousands of older
Americans wlready volunteer their time reading 1o young children,
The Pregident’s propesal would expand on these intergenerational
efforts,

. OG0 Werk Studdy Trfors. Subscquent 0 announcement of
America Reads, the President announced his plan 1o require that 50%
of the increase i work-study slots be used to mobilize 100,000 work
study students to wior children in reading.
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IV,

V.

TRAINING TEACHERS ASPECT OF TECHNOLOGY LITERACY

White we have done well to highlight the need 10 connect every classroom to the Intemet
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 fo Teach Technolopy. One proposal we are currently
cousidering 1o increase the number of technologically-trained teachers would be o target
all 6th grade teachers. By choosing ust the 6th grade to start, we could announde an
achievable goal and raily states and national school boards behind this goal. Targeting the
6th grade would allow us 10 reach chiidren when they are ready to use the Internet and
other new technologics 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 1dea, you could visit schools around the country and
Iead the effort.

SCHOGL. CONSTRUCTION.

I3

Inilial neaction from the Hill 1o this proposal has been somewhat positive and bipartisan.

The President’s proposal would help communities rebuild their schools {or build new
schools} by reducing inierest costs on new school construciion and renovation projects by
up to 3% -~ with 2 sliding subsidy scale depending on need. The goal of the interest
reduction is to subsidize $1 out of every 34 in construction and renovation spending -
thus our $5 billion proposal would spur $20 biltion in local construction.

As you well know, the crumbling of old schools ang the plsthora of avercrowded 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 nlso mobilize community feaders in support for such an unprecedentied federal
school revitalization comunitment.

COMMUNITY SCHOOLS.

As part of the President’s FYO98 budget proposal, we are working on u propost! to
tnerease the aumber of schools that keep their doors open after school hours o give
children z safe pliee o go.

HIGH SCHOOL SERVICE,

From « pure bully-pulpit standpoint, we could launch o campaign to merease the amount
of community servige performed by our young people. This tigs info the "responsibility”
theme. We also have u legislative proposal to give National Service Scholwships to high
school students that participate i compunity service,



Head Start Revival. Related to the Parents as First Teachers aspect of the proposal,
you could place a strong emphasis on strengthening our comnutment to Head Start
~30 that even the most disadvantaged children get reading attention when they are
young and so that their parents are taught the importance of reading with their
children,

Under new Head Start standards developed by our Administration, Family Literacy
s 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 Start purents volunteered in their local
nrogram. The President’s balanced budget proposal includes an expansion of Head
Start so that it can reach | million preschool children in 2002.

Your attention io 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 tulors to help make sure that every child has
the individualized attention - both after school and during the summers -~ that they
need. ’

- 36,000 Reading Specivlists and Volunteer Coordinators 1o help the 20,000
schools that need belp meost -- 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 gz‘eaicr TESOUrCEs,
and help mobilize new volunteer efforts.

- National Goal of Mobilizing 1 Million Reading Tutors. Your personal
commitment could help build this army even without passage of our
legislatien. Our 1 million tutors will include:

11,000 AmeriCorpy members ax (wtor coordinators and volunteers

T Experience Corp - senior reading volunteers. Thousands of older
Americans already volunteer their time reading (o young children.
The President’s proposal would expand on these intergenerattonal
efforts.

N 00,600 Work Study Twiors. Subsequent o announcoment of
America Reads, the President announced his plan to require that 30%
of the increase in work-study slots be used to mohilize 100,000 work
study students to tutor childeen in reading,
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IV.

TRAINING TEACHERS ASPECT 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.

All 6th Grade Teachers Trained to Teach Technology. One proposal we are currently
considering to increase the number of technologically-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 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.

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 shiding 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 revitalization commitment.

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.

HIGH SCHOOL, SERVICIL,

From a pure bully-pulpit standpoint, we could launch a campaign to increase the amount
of community scrvice performed by our young people. This ties into the "responsibility”
theme. We also have a legislative proposal to give National Service Scholarships to high
school students that participate in community service.



VL.

Vil

IX.
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XL

MEDICAID OUTREACH TO CHILDREN.

3 million children are corrently cligible for Medicaid but are not enrolled. We could
develop a sirong outreach sirategy with the states to larget these children and get them
enrolled.

OPEN THE DOORS OF COLLEGE LIKE NEVER BEFORE - MAKE 13th AND
14th GRADES THE NEW NATIORAL NORM,

High School Campaign on Going to Cellege (HOPE Scholarships).

Beyond our legislative proposal for HOPE Scholarships, there is mugh that we can
do to emphasize that every child should go on 10 college -~ that school doesn’t end
at grade 12 and that the 13th and 14th grade should be the new national nomm.,
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
every high school. ‘

IRA and Savings for College Education, Tax free savings for college.

Expand Pell Grants. Beyond the record Peli Grant expansion we achieved this
August as part of the budget deal, we are considering proposals o expand Pell
{irants even greater in conjunction with the HOPE Scholarships proposal - so we
can ensure thet lower income students reccive,

FAMILY & MEDICAL LEAVE PART 2.

We could lnunch g major campaign to reward work and family by insisiing on
expanding Family and Medical Leave ymmediately so that parenis can take off time
without penaliy to aitend parent-teacher conferences and attend to the health needs
of elderly relatives.

. WELFARE-TO-WORK JOBS

PENSIONS



THE WHITE HOUSE
WASHINGTON

May 30, 1997 - : N
C,.&}{Jt"‘f"f:’ : _
MEMORANDUM FOR THE PN{BIDENT Cos - o %
FROM: 'GENE SPERLING ‘ %

RE: NEC Weekly Report -

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

- on July 1, and we are {ooking for 2 possible event that could highlight that action as well as the
summer reading program sites that are now in operation.

Comp Time: We began negotiations on comp time this week. NEC, Legislative Affairs, and
Democratic Senate staff met with Senators® Jeffords, Asheroft, and Dewine staff, The
Republicans were insistent on using S.4 (the Ashcroft bill which undermines the 40 hour work
week) as the siarting point for discussions. We reiterated our objections and offered to produce a
paper laying out our changes to 8.4, We don’t expect to reach an agreement until Senate
Republicans decide 1o abandon the most objectionable provigions to 8.4 - those which
undermine the 40 hour work week -- and they clearly have not decided t0 do so yet,

PM/OZ. In coordination with Katie McGinty and Sally Katzen, the NEC held another
principais meeting on the EPA’s proposed particulate matter and ozone standards. Katie, Sally
and I feel 1t 1s best 1o use a few days for informal conversations with Carol Browner and
others™a hopefully help move us towards a decision congistent with the spirt and letter of the
law. As you would expect, outside reaction is very split with environmental and heaith groups
pushing for strong provisions, while Congressman Dingell, whom T spoke with today,
continues to threaten us with a “bloody war” over this. It is clear that there is a8 Breaux-
Chafee letter being organized that, while far less strident that Congressman Dingell, will call
for a more cautious approach than they believe the EPA & considering.

funteers/Tort Reform: We completed work oo the volunteer Hability bill signing statement.

ith Legislétive Affairs and DPC, we met with the staff of Senators Breaux and Hollings to
discuss broader product issues. We will meer with staff of Senator Rockefelier and Mr.
Dingell on Monday, as well as have an interagency meeting 1o continue work op alternatives.
The matn topics of discussion are joint and several, punitive damages and the statute of repose.

tock eptions: Ellen Seidman met with representatives of the high tech and retail industries
concerning the bill to restrict rax 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 Estate Industry: | met with representatives from the real estate industry to discuss their
concerns about depreciation recapture rules. In particular, they want a capital gains tax package
to include a cut in the recapture rate -- the rate at which amounts that had been previcusly
deducted as depreciation are taxed upon sale of the property. | reassured them zhat we had not
finatized our position on capital gains, and that we would go back to therm if we were to carve out
* the recapture rules (which is one of the many options available to reduce the cost of a capital
gains tax cut). One strategy we will be talking about in our bydget moeetings is that if we 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.

\/ City Jobs Data: 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
with 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 without -
glossing over the progress made over the last couple of years. We decided to run the nurnbers
from 1993-1996 which presented that way, show while there are long-term negative trends, there
has been ymportant progress since 1992,

\\;!ouse Republicans on Welfare-to-Work: Elena Kagan and 1, along with DPC, NEC, OMB,
{.abor and HHS staff, met with House Republican committee staff to discuss the
Administration's priorities regarding the $3 billion in welfate-to-work funds. Usnder the draft
Republican proposal circulated yesterday, all of the dollars would be distributed to States by
formula, with no dollars directly to city goverrmments, no performance-based funding and no
competitive application process. Job creation would not be allowed. We presented the

- Administration position on these points. .

Ron Haskins, the chief Republican welfare staffer, indicated that job creation would be added to
the allowable uses and secemed amenable to distributing at least part of the money through a
competitive grant process. He did not indicate any flexibility re: sirengthening the _
nondisplacement provisions and was relatively unenthusiastic about performance bonuses. His
__%;iiﬁon on channeling funding directly to cities was UIE%@ Drafting began today; we will keep
posted,

istoric Homeownership Tax Credit: 1 met with Dick Moe (President of the National Trust for
Historic Preservation) to discuss a proposal for a historic homeownership tax credit. This
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
expenditures for historic homes (or homes in certified historic districts). The goal of the tax
proposed credit is to provide an incentive for people to buy, refurbish, and live in older homes,
generally in centrai cities,

One potential probler s that the benefits from this proposal could {low mainly to reaf estate”
developers and to those with upper incomes, unless the proposal is well-targeted. We will hring
this into our budgﬁt process to see if this is an idea worth considering,
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Economic Event: The Vice President, Secretary Rubin, Director Raines, Chairman Yellery, and |
briefed the press on Friday on how well the economy has been performing since you took office.
We noted the revised GDP growth rate of 5.8 percent during the first quarter of 1997 «the
highest in a decade -~ and emphasized our three-part economic strategy. The reaction was
positive: reporters asked a series of substantive questions on the economy and our budget plans.
We also distributed a packet of charts and an updated report card on the economy over the past4
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 ot%wr arcas where our economic and budget policies have madea
major difference.
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Jume 7, 1997

MEMORANDUM FOR THE PRESIDENT - .

FROM: GENE SPERLING
RE: ' ' NEC Weekly Report
ecs ERSKINE BOWLES

Medicare Commission: We started an inter-agency group to consider our strategy on
long-~term entitlemant reform in fight of the lessons from the 1883 Greenspan
Commission and other recent commissions. There is 2 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 betler sense of the
implications of ita likely recommendations as wall as the structure of the Ways and
Means commission (had a majority of Republicans and financing, cost estimates to be
dona by CBO, appointments mada by tha Speaker).

As we felt we needed to begin to develop a response ihat did not in any way appear
that we wero not interested in addressing the long-term financing challenges of the
Medicare program, the budget team, along with Secretary Shalala, met in Erskine's
office on Friday and concluded that the best response stralegy was to determine if it
wollld be possible for you and other White House principals to engage Senator Lott and
Spea@{ Gingtich in a joint discussion abeut preferable alternative processes.

As an m‘tenm step, we concluded that we must nitally mcludc in our overall response general
concerns about the Medicare mark-up a specific reference to the Medicare commission, Asa
result, a reference in a letfer from Frank Raines to Chairman Archer was included which outlined
general concerns on the Ways and Means subcommittee markup.  We will be discussing with the
budget team and Secretary Shalala appropriate future actions and will shortly make 8
rewmmendahan 10 you. .

AARP/Vice ?ms:dent Megting: The Vice President, myseif and Chris Jennings met with the
AARP board. They presented the Vice President with a Ietter to both of you articulating their
general approval of our Medicare provisions. It was a positive discussion. In addition to
expressing concerns about MSAs, they were of the opinion that our next steps forward after the
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budget should be on long-term Social Security. 1 told them that there was some sympathy to that
position and we were interested in discussing with them their ideas on how best 1o proceed.

Student Loans: Bob Shireman, on our staff, has been involved in nagotiations on the
student loan portion of the reconciliation bill, The loan industry Is pushing hard to
cancel a raduction in the interest rate charged on student loans which is scheduled 1o
take effect in July 1998, This was part of the 1993 reforms, and is a $3 billion benefit to
borrowers over five years (using CBO projections ~-more using Education’s
projections). Wa are opposing any changs in the interest rate reduction, and are

reminding the industry and the Hill that the budget agreement explicitly says that there -

will be no reguctions in benefits to student loan horrowers,

So far, Goodling and Jeffords haven't proposed a change, but they are maeting with the

" industry on the issue. The Republicans are insisting on a permanent entitlement for

middiemen {guaranty agencies}, which runs counter to your budget proposal ta
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 mads 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 sffort to undermine the
Administration propasal. Education is also working with the other groups to put
pressure on them. On the Senats Finance Committee, Education is working closely
with Sen. Rockefaller, who has expressed willmgness to fight for the Administration
plan.

Whil ;;gg are making calls 1o Senate Finance Democrats, wa are sending out
responses o the TRS study which you received over the weekend. Education is
distributing paper to higher education and student groups. Hob Rubin and Dick Riley,
as well, have been making calls.

School Construction: John Hilley and { met with Sen, Moseley-Braun to discuss
ideas for providing some incentives on the tax side. She Is pleased that our drafl tax
plan currently includes a tax credit for school construction. Sha is interested in design
issues, and would fike tc 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, wa think that it would be approprials |

to argue that the 10-year figure (currently $6 billion) on the fax sida is comparable 1o
our original school construction proposal ($5 billion over four years, going into
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interast-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 har outside the hudget agreement on a stand-alone school construction initiative.

Direct Loan Contract: Reports from the fleld suggest that customer service has
improved significantly, but that some delays remain, Education agdmits 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 Natienal Service, and
DPC to discuss strategy for passage of the authorization legislation. We will continue
tc inglst that National Service be included in any bill developed by Goodling and
Jeffords, but we realize that the impontant battle ground is appropriations, since
Natlonal Semvice already can {and does) engage in tutoring. That battle may occur in
the House earlier than an America Reads bill would move,

So that we are not wholly reliant on the good will of Gooadling 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 tha time appropriations bills are nearing
your desk, the authorization bill is mired In controvarsy, we can insist on the funds that
were promised in the budget agreement.

A Kid-Friendly Internet: Tom Kalil, on our staff, has been working with the Vice-President’s
office 1o broaden support in industry for 1ools that will allow parents 10 have more control over
what their children have access to. Some in industry have been calling this an “e-chip” because
the technology will "empower” parents 1o block inappropriate material. Because the technology
uses software, it could actually be adopted faster than the TV “v.chip” - which requires new
hardware. Tt will also allow parents to chose which rating system they want to use. A decision by
the Sypreme Court could happen any time in June or early July.

China MFN: The NEC and NSC are reviewing options for how you should best get your
message out. In particular, there is interest in ideas to connect the importance of this to Hong
Kong, show there is religious validation for our side, and illustrate that we wish to actively use
other tools on human rights. We are holding 2 Cabinet level meeting in Erskine’s office on
Monday on overall strategy.

I'think it is important that you publicly put this in 2 Hong Kong frame; because it presents a
strong framework as well as making it difficult to aftack our position -~ and because with the
media fascination on Hong Kong, it will play into where the news is already directed.

Comp Time: 1 participated in a press conference with Senators Landrieu, Kerry and Baucus. The
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four of us stressed that we supported the right kind of comp time bill. I made clear that you were
willing to compromise but that the Ashcroft position that people get straight time for time and a
haif 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. n
PM/Czone: 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.

Cilmate Change: Dan Tarulio and Katie McGinty co-chaired a Principals meeting on
climate change issuss, as a prelude for a decision miemo for you on possible
statements that could be mads at the Group of Elght Summit and/or the UN General
Assembly Sassion an environmantal issues. The NEC is temporarily heading up the
interagency Analytic Team, the group responsible for modsling economic responses 1o
climate change policies.

There are strong opinions among many of the economic principals that this is one of
the biggest issues you face., Because of the importance of the issus, 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 intemal disagreaments, but more on the gravity of the issue
and the importance that anything we do should be well thought through.

Tort Reform: Ellen Seidman mat with staff of Senator Rockefeller and Mr. Dingefl on
Monday, and chalred three interagency meelings during the week. We have remained
carefully consistent to the concems articulated in your vato statement, and with in the
bounds of those concerns, We are moving fairly quickly 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 restrict tax deductions for stock options submitted by
Senators Levin and McCain, and discussed it with Treasury. Senators Levin and
McCain have many problems, but a potential Republican proposal to amend section
182{mj, of the Code (the $1 million compensation deduction limitation) to include the
value of options would be difficult 1o oppose, a position the high tech community
understands.

Securities Hitigation preemption: The NEC interagency group has been meeting io
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 issua when
you visit northamn California on June 23,

Welfare to Work: Even with ait of the difficulties we are having with the immigrant
provisions, Bruce Reed and | are somewhat amazed by how well things are going in
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gatting the Welfare-to-Work bill in the House based on our proposal, In addition to the
exactly $3 billion that will go directly to states and localities whils targeting the 100 cities
with tha highest poverly rates,

Bruce Reed and | maet with Gerry McEntee, who in response to your comments to hzm
showed us a proposal for unions to work with several key cities in developing a
walfare—-to~work initiative,

Kelly and McClellan: A House defense subcommittse voted yesterday 10 terminate
the ongoing "public-private" competitions for the depot maintenance workicads at Kelly
and McClellan Air Force Bases. Currently, the Alr Force Is conducting full and open

~ competitions between private contractors, who would keep the work at privatized Kelly
and McClslian faciiities, and other public depots. The House language, which Is almost -
certain to get approved in full commitiee next week, would abort those competitions’
and move the Kelly and McClellan work to other depots. We are urging Secrstary
Cohen 1o make clear his strong opposition to this legislation and his full commitment to
complating the Kelly and McClellan competitions.

Corporate Alternative Minimum Tax: | 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 relavant tax system, denying these firms many of the investment incentives
{e.g., very accelerated depreciation deductions) available to firms subject to the
ordinary corporate incoma tax. In 1893, the Administration proposed, and Congress
enacted, significant changes to the depreciation deductions under the AMT. The
revenus estimate of this provision was more than $4 billion over 5 years; the AMT
Coealition maintains that this legislation addressed less than one~fifth of their total AMT
BEproblemill. 1tis not clear that Congress intended for firms to permanently be subject
to the alternative minimum tax when it was reformed In 1986, leading these firms ©
seek relief (such as provided In a bill introduced by Senators Nickles and Rockefelier),
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MEMORANDUM FOR THE PRESIDENT

FROM: " GENE SPERLING

SUBJECT: NEC Weekly Report
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Sacial Security Reform,. Following up on my memorandum fo you fast week, I led rwo
meetings on our strategy for Soeial Security reform this week, including ons in Erskine’s
office with your economic team. One conclusion from our internal meetings was that we did
not want a Social Security commission insiudad in the budget legislation - the collective
judgement of Erskine and your top advisers was that such 2 move would unduly complicate the
budget negodations, would not allow sufficier: time for carefully designing a commission, and
would represent too stark a contrast with the Medicare commission already inchuded in the

legisiation {which we ere trying to shape into more of an advisory commission).

Thediscussion therefore moved on tw other related and complicated issues. A key question is

whether we should corme out with our owa specific proposal early next year. Some felt that
we can not afford to wait unii] past the fal] 1908 elections, and that acting soon was therefore
essential. Coming out with a proposal early, according to this argument, would demonstrate
your leadership, hielp to focus the debate, and move the process slong. Others questionsd
whether it would be possible to develop 2 coherent proposal by sarly 1998, would prefer
taking the tme o invest in & public education effort and a bipartisan process, and were
conderned that & proposal without bipantisan support would politicize potential solutions and
harm prospects for legislation. Related questions include how we should approach the

«Republican leadership to sound them out on how they want to proceed; whether you should
seek other bipartisan support (Rudman, Peterson, Dole} if the Republican leadership initially -
balks; whether you should give a speech in the near future laying down g marker on the jssue;
and whether it would be helpful to appoint & group of eminent Americans to serve onan
education panel or an advisory commission. These are huge guestions, and we plan to mest
again soqn to refine the various options before presenting a memo and, if appropriate,

arranging a roeeting with you on the lopic.

Erskine and Secrarary Rubin did consult, as you requesizd, with Sengtor Moynihan, He said
he would get back to us, although his initial response 1 Erskine was 2 one-page subsuantive

1
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plan -~ of which 75 percent was the 1.1 percent CPI adjustment recommended by the ﬁaskinj

both inernally and with Congressions] staff and=Members. The focus has been on issues

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

gz‘dﬁp comprised of staff from Treasury Economic Policy, Tax Policy, and IRS; HCFA; Social /
Scazmzy Administration; and OMB. This group has thoroughly examined issues associated

with administering the premium through Treasury versus HHS/SSA. We have produced

intérnal documents detailing concerns and costs, a8 wcll as summary documents for public

é:s{rz&utm

Commission ‘
Medicare. This week, Chris Jennings and Jeanne Lambrew discussed major Medicare issm?‘v
3

Cﬁmaie Change. Dan Tarllo, Katie McGinty and [ hosted a principals meeting on climate
char.ge 1o restart the decision process in light of your U.N. speech calling for a dislogue 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 the best ways of reaching different 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 a set
of spécific quastions {such as how o design the best possible emissions trading system). Janet
Yellen was selected 1o represent the Administration at Congressional testimony next week
focusing on the economic aspects of policles to reduce greenhouse gas emissions. Our policy
protess will be working hand-in-hand with Todd Stern. Todd and others, as you knrow, will
help us in ensuring that we are swsare of, and are addressing as much as possible, concerns

- being raised in the business, environmental, and other outside communities.

EUReview of Boeing-McDonnell Douglas Merger. Dan Tarullo chaired an NEC principals’
meeting on Tuesday 16 decide what (if any) actions the Administration should take toward the
European Union, which has voted preliminarily to prohibit the proposed merger of Boeing and
McDonnell Dougles. Even though neither company has operations in the Europe, the EU has
azz:izar:ry 10 prohibit the merger and (if the merger were to proceed anyway) (0 impose {ines of
up fﬁ 5 billion on Boeing.

AS a fesult of decisions made at the principals’ meeting, we are pursuing & three-track plan:
First, the Justice Department requested format consultations under the 1991 U.5.-EU
agresment on antitrust cooperation. The EU agreed o consulations, and Joel Klein and others
will.meet with EC counterpans over the weekend in Brussels. Second, senior Administration
officials communicated 10 EU officials their scrious concerns sbout the EU merger review
process and what 1 prohibition of the merger would do to U.5.-EU relations. And, third, the
NEC is developing a list of retalistory actions that the U.S. might take, i necessary. Boeing
and EU negotiators will meet on Sunday end Monday to uy o reach a compromise on
remedzcs We have scheduled another NEC principals’ meeting for Tuescay to consider next
sr.eps If approprisiz, we will gm you 3 decision memo leying cut possible retaliatory actions
that we might want 10 threaten prior to the EU's final decision on July 23.

5 2
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' NAFTA Report. Wo rolessed the NAFTA Report Priday at & press briefing with Secretary

Rubin, Secretary Daley, Ambassador Barshefsky, Spacial Envoy Mack McLarty ond me. The
event drow an overflow crowd of reporters. kress reports previewing the NAFTA report on
Friday morning were balanced and generally favorable. We arranged 1o have surrogstes, such
as Mickey Kaxtor, provide validation on television and in the papers, while Charlene and I
made calls to editorial boards and handled requests from the financinl cable stotions. The

* usual NAFTA opponents were very well arganized and very quick to react.

Family Friendly Internet. Tom Kkl on the NEC staff is working with OVP and others to
prepare for your meeting with industry executives, leaders of groups representing parents and
teaghers, and memhers of Uongress next Wadnesday to discuss making the Inernet "family-
friendly.  Imernet crsmpanies will be making commitmenss thac will make it easier tor parents
to prevent their children from geting accecs 10 inappropriate marterial, Groups such as the
American Library Association will be jaunching an initlative to make it easier for parents and
children 10 find educational rasstiress on the Infernet,

Fed Nominees. We announced on Thursday your nomination of Edward M. Oy anlich and

reporters; the reception 1o the formal somination of the candidates was peperally positive,
The Federal Reserve's legislative affsirs office will now guide the candidates twough their )

,,;&“‘ﬁ

confirmation hearings with the Scrmte Banking Commitre. As you kuow, we will have 1o fill

amtbcr slot on the Board carly next year, whan Susan Philllps's term ends. o

SR

*

Bu&gct Agrecment uzzd Education &ppmpriatmm The Housc Labor-HHS-Education Qp
Appropristions Subsommittes next week will not hiely pzm;éa the foll amount for Americs
Rends, nor do they plan to meke the Pzl Grant change to cxpand bencfits for 218,000
independent students - both required by the budges agreement. We arc hearing & similar message -
from the Benate. Seerctary Riley i3 scading a letter today to the Hill on the issuc. We have been
warking with Education and WH Legislative Affairs to send a strong message to the Committees
on this issue, and the education groups have become more engeged.

N

Amcrica Reads Work-Study Commitments, We now have mere than 500 colleges signed on.
You reeently asked about the number of slots thet arc filled in the coming yeer. .We hod found
that many collegea were seluctant to sign up if they were required to commit to a speeific number

“of slors, Working with Corel Rasco, we therefore determined that our priority should be getting

the colloges to commit 1o the concopt, then working with them to develop a high-quality,

. high-panticipation program, The sategy hus worked: we hed.oaly 183 colieges a the end of

V.0 m we now haw sver 300, And many of these colleges will be sending roprosentatives to
i Pns ne douneey sehedulad for the next 1wo waeks. Colleges wars

zzizzz:ianz to ;:wm;se & pmacuiﬁr auzno»r of slots for several ressons, including: (1) they want to

run pilot efforts in the fall before they sxpand; (2) there are not yet significant regources for

tmamg Rrg@ numbears of titars; (3} they want 1o base the size ot their program on the interest

: 3
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level from students, which they could not predict without having experience first; {4) they were
afraid that they wottld be audited hesed an the commitment level, and (5) they tespecially some
of the sectarian schoniz) want (0 focus on volurigers, not paid utors,

(w

- Tax Package Rollout - Urban Tex Event with-Mayors. We held a press event with the
Vice President and Secretary Rubin at the White House on Monday, They were joined by
Mayor Marc Morial of New Orleans, Mayor Ron Kirk of Dallas, Mayor Anthony Masielle of
Buffalo, Mayor Tem Murphy of Pitteburgh, Mayor Floyd Adams, Jr. of Savannah, and
Supervisor Mary Rose Wilcox of Maricapa County (Phoenix). The Vice President focused on
the prban 1ax initiatives in your 1ax package -- specifically discussing the EZ/EC expansion,
WTW wax credis, Brownfields tax incentive, and CDFI tax credit. There was good coverage
by National Public Redio, USM Today, The Washington Times, The Los Angeles Times, Dalias
Morning News, and other regionsl papers.

Tax‘ Package Rollout ~ Roundtable en Higher Education Tax Cuts. We worked with the
Vice President’s office 1o cooidingte a roundiable on your higher education tax package on
Tuesday in Pinsburgh. The Vice President was joined by severs! studems and families, as
well a5 Mayor Tom Murphy and Rep. Willlam Coyne, We drafted 2 detailed package on the
higher ed tax cut plan, which Inchuded 2 sinte-by-state anaiysis of how many stadents would
benefit from the plan compared with the congressions] alternstives. The pucket was
distribused to the Senare and Heuse Damocratic members, Democratic governors and mayors,
higher educztion groups, as well as the Cabiner, We slso worked with the Vice President’s
press office, the Education Department, and Media Afuirs w distribute the Si&i&»b}’*&&t‘
regional medm and the wires,

Tax;Package Rollout -- Press Event on Tax Cuts for Working Familles, We worked with
the Vice President’s office on # pregs event st the Whire House on Thursday to discuss the
Administration’s $500 child tax ctedit. Joining the Vice President were San, Daschle, Rep,
Gephardt, Sen. Landrieu, and Rep. Rangel, 25 well 23 several lower-incoma families who
would banstit fram sur child wx credit, but would be shorchanged by the congrestional
alternatives. We released a packet on our child cradie, a5 well a5 3 state-Dy.siate analysis of
the four million tamijies that are lete our of the congressional alternatives. There was solid
coverage on CNN and in the Waskington Posi, New E’ork Timex, amd LA Times.

Electricity Restructuring. The imeragency process is preparing to advance apzwns and
“yecommendations to the NEC principals later this month, and we expect 1o have 8
nuirabar of meetings to consiler the fssues reiating to possidie Adwinisoratian legisiarion on

this subject, We rre aiso working closely with CEC on possible linkagse hangeen slectricity

. regtructuring and glahal climate change to see whether 1t wmﬁd e pmdent o ;m'me tarbon
g;‘ radurtions in lhB MWWSlauon. tid be

possibie 10 40 ¢
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" Tobacco Settlement. As a part of the DPC-led effors, NEC staff continued 1o participate in .
meetings relating 1o the tobacco settlement. In the cconomics/industry 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 “lookback” provisions will be, and what the :mpaz;z of
the settlement on goverroment revenue W;ZI be. »:

fx

Product Liability. NEC staff went over some last questions with Staff Secretary COnCeTning
the options memo o you. The mermo is scheduled 16 be forwarded 1o you this weekend,

DC Pensions, Together with OMB, PBGC and Treasury, we met with House (committee and
legislative counsel) and CRS staff to discuss concerns !egisiative counsel and CRS had raised
“ about the pension provisions, The meeting was productive, and legislative counsel better
understands what we were uying 1o do. Rep. Davis’ staff was very supportive. We will meet on
Monday with Senate staff,

Black Colleges. Bob Shirernan on the NEC staff spoke to HBCU college présidents at the annual
meeting of the National Assoclation for Equal Opportunity in Higher Educetion. He emphssized
‘the investments in higher education in the budget agreement, the improvements in the tax package
{and the contrast with the Republican plans), concern about the direction of Congress on affirmative
action, and made a pitch for America Reads involvement by the colleges. He responded to questions
about the need for more effort to incrense the number of minority graduste students, and a coneern
about the lack of refundability in the HOPE Scholarship and tuition credit, Privately, some of the
NAFEOQ legdership cxpresseé concems about the Education Department’s plan (o elevats the status
of Hmpamc-gervmg Institutions in the reauthorization of the Higher Education Act.
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MEMORANDUM FOR GENE SPERLING
}?R{}&‘i: Bob Shireman

SUBJECT: America Reads

1 see real problems ahead on Amenica Reads, and 1 wanted to run some ideas by you and
get your strategic advice. Some of this came up in yesterday’s meeting in Jack Lew’s office. The
problems: :

FY99. The Education Department funds are not until FY99, [ consider this to be the
easiest problem to address. The Budget Agreement is clear, so we push the leadership 1o
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-HUD bill. How can we claim a
win on America Reads if we don’t get any more money for AmeriCorps? Yet this one
seems hopeless: There is not enough money in the VA-HUD bill, and Congress will
already have to find a way to satisfy the Budget Agreemen{ s call for funding of CDFI
within that allocation.

Getting an authorization. As I mentioned, Goodling {and even some Democorats) 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 i5 the driver’s seat. Further, even if we can reach some
agreement on that aspect: .

¢ He has made it clear that he will absofutely not include anything for National
Service. If we have already failed to get appropriations for AmeriCorps, 1 think
we would have to insist on a role for National Service in the authorizing bill. But
if we insist, we lose, because we get no bilk,

» Senate stafl have warned that numerous riders -~ including vouchers -- await the
America Reads legisiation and any other elementary-secondary vehicle. Perbaps
amendments could be stripped in conference, but I can’'t imagine Coverdell and
sthers letting this opportunity go by -- let the President veto s America Reads
pan because of a schoal choice demo.
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1. A plan for re-training teachers. Carol Rasco, Mike Cohen, and others were receptive to our
idea that we develop a plan - primarily using existing programs -~ to accomplish what Goodling
watts to do in terms of disseminating information sbout “best practices” in the teaching of
reading. This plan would be linked to our America Reads effort. Education will have a first draft
of a plan next week. This will need to be a significant effort, because i not only must impress
Gouodling, but also some of the hiberal-leaning eritics of America Reads. The pian should call for
mmediate steps, starting this 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. Perhaps have the
President call hint 10 thank him for pushing us along to do what needs to be done with cxxst:ng
programs. Pezi’zaps plan an announcement of some sort,

Z. Use an existing, flexible authorization. I Goodling 15 satisfied wath our plan, then I think
there i3 & chance that he won't raise a complete stink if we push, in the final deal on
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 abowt
how to pave the way - with leadership, with Goadling, and in terms of our statements over the
next two months -- to make this a possitality.

. 3. Give National Service an increase in the Labor-HHS bill. ‘Whether or not we accomplish
the above, we should insist, in the final negotiations over the appropriations, that a portion of the
$260 mallion {or if possible an additional amount) go to VISTA/AmenCorps, which is funded
from the Labor-HHS appropriations bill. That makes National Service part of America Reads,
even if Goodling never gives an inch. 1 have not raised this possibility with Education.

As always, | welcome your strategic counsel,
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July 16, 1997

MEMORANDUM TO: ERSKINE BOWLES
JOHN HILLEY
RON KLAIN
FRANKLIN RAINES
BRUCE REED
GENE SPERLING
MELANNE VERVEER

FROM: = HARRIS WOFFORD
CORPORATION FOR NATIONAL SERVICE

SUBIECT: NATIONAL SERVICE AND AMERICA READS

L.ast fall, the President issued a challenge to the country to take the steps necessary to
have all children read well and tudependently by the end of the third grade. The Administration’s
proposal to accomplish this goal was based on a several-pronged strategy, including: '
strengthening existing Federa) efforts such as Mead Start and Title I, supporting parents as first
teachers; and devaloping a new initiative - America's Reading Corps -~ 10 enable communities to
provide the individualized tutoring and support critical 1o the more than three million children
who need 1t

As you know, the President’s Reading Corps proposal was 1o fund 30,000 reading
specialists and volunteer coordinators who would mobilize 1,000,000 volunteer iuters. Funding
was split between the Department of Education and the Corporation for National Service. The
Corporation’s budge: request was for an increase of $200 million tw support 11,000 new
AmeriCorps members to perform this voluateer coordinstion function, as well as other monies 1o
support the involvemant 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 pumber of college students to be part of the witoring army,

The Administration's proposal -- 2 nontraditional commugity mobilization approach to
educational reform--was based on twe central ideas: (1) individualized tutoring works to raise
reading levels, particularly when combined with effective in-school teaching and family
involverment; and (2) AmenCorps had demonstrated its capasity to get things dons. including the
capaciiy 1o generate community involvement and volumteer support to meet critical community
needs. From the perspective of national serviee, the unique part of the America Reads challenge
was that the expansion of AmeriCorps was being tied t 2 major national goal, whareas i its first

several years comnmunities deterntined the agenda based sofely on various local needs and
inlerests.

Giooz
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Since fast fall, the Corporation has worked hard with the Department of Education o
begin to address the President’s challenge. The Corporation’s program guidelines for all state
commissions and grantees issued this year emphasize the reading challenge 2s a arsa of high
priority, and we will therefore support some new reading programs within existing resource
levels this fall. We arc also supporting summer reading programs, additional training and
technical assistance for ongoing litsracy activities, and program growth through Werk Study.
The national service community is energized by the challenge and awaiting the resources to bring
this effort 1o the scale envisioned by the President.

Since the sonouncament last fall and the subinission of the President’s budger and
legislative package this spring, we have the paradox of an idea that has stirulated broad support
and interest from the public, but little enthusiasm on Capitel Hill. At this point, despite the
inclusion of the funding for the initiative within the budget agreement, the appropriations process
has moved forward without any significant attention to America Reads. I canreport that in the

‘deliberations over the VA/HUD appropriation »- the source of all AmeriCorps grant funds and a

majority of the funds for e Corporation for National Service ~- America Reads has scarcely
been mentioned and i has received no serious consideration. The full House has now passed a
VA/HUD bill without any America Reads funds. The Senate Subcommittes has done the same,

and the full Senate Appropriations Commirtee will presumnably take the same stance in its
markup today. x

Without strong White House support for the national service component of the America
Reads Chalienge--volunteer mobilization and management -- the prospects for favorable Hill
action are bleak. If there is no funding for national service In literacy activities it will be bad for
the President’s record of accomplishment, bad for the President’s reading initiative, and bad for.
AmeriCorps and the Corporation for National Service. Without the mobilfization of volunteers
by AmeriCorps members, it is unlikely there will be the “army” of volunteer tutors the President
called for -~ which is the part of the President’s proposal that regeived the most attention and
popular suppoert. 1 urge vou to do whatever possible 1o imprass upon Congress the
Adwinistration’s resolve on this initiative. T would like to sit down with the appropriate White
House team to plan what w0 do. I stand ready 10 do anything you déem useful in this endeavor,

Rrooa
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MEMORANDUM FOR GENE SPERLING
FROM: Rob Shireman |

SUBJECT: Meeting with Rep. Fattah

Rep. Fattah met one-on-one Tuesday with Director Raines. According to Claudia Pharis
on Fattal’s staff, Raines was supportive of the goals of the proposal, but said that the spending
caps under the budget agreement might make it difficult to embrace. According 1o Jill Blickstein,
Raines also brought up the inefficient targeting of the proposal.  Rep. Fattah also met recently
with Education Department officials, and was impressed that Secretary Riley stopped by the
meeting.

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

o The spending caps are only relevant to this proposal if we change it to a discretionary
program. In that case, the total promised amount - far more than would actually be spent
- would have to be accommodated within the overall discretionary budget authority caps
and the Function 300 amounts in the Budget Agreement,

. 1f the promise is handled on the mandatory side {either as an entitlement or a capped
spending amount), then the budget authority is irvelevam - only the outlays matter, and
they come years from now. Creating a “new entitlerent,” however, is controversial,

* If we determine that more spending is needed for support services, that would need to be
accommodated within the current five-year budget (whether discretionary or mandatory),
unless we get some rolief from the Budget Agreement amounts.

Cosponsors and Hearings. As of vesterday, the legislation has 93 cosponsors, including
seven Republicans (Christopher Shays, Ken Calvert, 1.C. Watts, I, Richard Baker, Joe ’
Scarbotough, David Melntosh, and James Greenwood), There is ap Senate compargon bill. Oa
June 5, Rep. Fattah testified before the House Education and the Warkforce Committee’s
postsecondary subcommittee and received & warm reception from both sides of the aisle.

Because of the positive reception to the Fattah proposal, the Chronicle of Higher
Eduecation ran & feature on July 11 about the plan (sec attached). 1 noted the bipartisan support
for the concepts 1y Rep. Fattal’s bill, but alsa repeated specific concerns that:



it does not provide for the suppost services (futoring, méntoring, etc.) that are needed for

the ;}mposal 1o be successful;
s it may guarantee help to too many non-needy students; and,
. it is a new entitlement.

Fattah acknowlcdged that his proposal is not perfect, and saad he is working with the
Administration to improve it

The options memo. Last week I gave you s re-draft of the “leveraging” option, based on
your suggestions. 1 have now incorporated that into the overall memo, which I have simplified to
three options (see attached). [ welcome your comments and direction.
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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, NEC, and
other agencies; and (4) support for the concept of creating a Performance-Based Organization
(PBO) for the delivery of student financial aid. Chairman Hoekstra expressed skepticism
about the December 1 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‘uiggy. and other issues that the Department is facing. OMB has already provided
Education 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 cragk in zhe d1re:ct ioan
armor and are now attempting to insert 8 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 guaranieed loans. (Currently, loans can only go the 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 will hold a strategy
meeting next week on this topic, [t will be diffienlt to oppose the concep directly; our
inclination, instead, will be to develop a package of “fairness” amendments that would
strengthen direct lending and force banks to offer-students the same Kind of flexibility that
direct lending provides {giving Democrats a venue for citing the benefits of direct lending).

America Reads: We are warkizzg on two fronts simultaneously: (1) Authorization: Until
Tuesday, we were making good progress with Goodling’s staff. They had presented a plan
that was oriented almost exclusively to teacher training. But they responded warmly o 2

counter-proposal that pushes States and communities o make better vse of Title | and other

voucher plan that emanated {rom their right wing. (Apparemtly, some Republicans are asking -

nds for teacher training, while using the bulk of America Reads funds for community-school
partnerships to provide extra help to kids who need i, On Tuesday, however, they presented |
a proposal for mack-up next week that was weak on tutoring and jgeluded g new mitoring W

Goodling why he s working with the Administration at all on this issue.) Caral Rasco, Bob

Shireman, and Andy Blocker responded very negatively to the plan. This afternoon,
Goodling’s staff cancelled the mark-up and asked us to come back to the table on Monday.

We expect that it will continue to be rough sledding.

You received an odd lenter 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 s3li 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 2 wial non-starter and caving in on this key priority would oaly inspire the

right wing to go after other key initiatives. We will work with DPC, Legislative Affairs and

others on how 0 respond 1o the letter.

(2) Appropriations: This may be our way out of the authorization mess, In the negotiations

on tha«Labor-HHS-Education appropriations bill, we worked with Barbara Chow in insisting

that the' Education Department’s America Reads funds go into a current, flexible authority if a

0 s¢parate authorization is not enacted, Instead of saying no, they have asked for some

N

clarifications. In terms of National Service, it looks like we will be able to secure them an

icresse in the neighborhood of $35 million that is targeted to America Reads, though we are
trying to get it for at jeast $50 million.

Early Pell Grants: This week, we circulated a memo on options relating to Congressman
{Chaka Fatiah's proposal 1o Frank Raines, Secretary Riley, Bruce Reed and others, We have

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

should be more combined with significant early intervemion programs centering around

\ % worked out some of the budgetary issues in doing such a guarantee in 2 way acceplable ©

college-school partnerships and mentoring. . This could help address several issugs 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 NEC Principals meeting shortly and then follow with a recommendation memo (o you.
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Product Liability: Following the decision meeting with you, we ¢contacted Senator Rockefeller,
and met with staffs of Mr, Dingell 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 agserting 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 Lott's staff wants to negotiate from our position, but we spent over an hour making it
clear that our position is the most we can accept and could go no further in expanding it. Senator
Daschle spoke to me about his process concerns about bow we came to our position. T
understand he slso spoke to you. He said Senator Breaux was clearly an issue for him and | twold

\v. we had included Breaux’s provisions on Altemative Dispute Resolution. He felt it would be
héipful if we, at least, met with Breaux, Bruce and I will do that next week.

Big Three CEOs! Dan Tarullo and [ met with the heads of the Big Three Washington offices
this week 1o talk about the concerns the CEOs will raise with you and the Vice President on
Thursday. Not surprisingly, 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 dollar-yen

clationship.) Because of their strong opposition to binding targets and timetables, they were
unwilling to talk about Aow -- as opposed to whether - to reach them. The CEOs will likely
emphasize the importance of technology (Bob Eaton has called fora mega~Mmﬁlaﬁan Project) as
a way forward. et \

&ill Grangs: Last week, Chairman Jeffords and Senators Kennedy, DeWine and Wellstone
introduced the Workferce Investment Parinership Act. While the bill includes many of the S
principles you embraced in your GI Bill for America’s Workers, we feel it doesn’t go far enou &

% in individual empowerment which was one of your key principles. We will continug to push in
that direction over the next phase of the legisiative process. In Senator Kennedy's remarks he

w{@ recognized “the important role [you] have played in bringing about ... dramatic reform’ of our

. job training system. He also said: “The philosophy behind [vour] skill grant proposal is reflected
in {the bill].”  We will continue to work with Senators on the Labor Comumittee on two
impocgant issues: operation of the individual training account (thelr name for skill grants) and

design of your Out of School Youth Opportunity Areas program (see below).

Out of Schaol 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 Qut of School Youth program. Currently, itisa
demonstration project that receives approximately $8 million a year, [t benefits kids 16-24 who

\ are out of school and is targeted to urban centers whe need its services the most. We have a good
chanice of a major expansion to $230 million forward funded for fiscal year 1999 contingent on
its appropriation in the Workforce Investment Partnership Act.

Fortupately, the Out of 8chool Youth program was suceessfully voted out of Committee on
Wednesday. At the eleventh hour, Senator Harkin considered offering an amendment to change
substantially the design of your Qut of School Youth program by diluting the saturation approach
so central to its design, Afier speaking with him, he agreed to withdraw his amendment and
work with us on a compromise before the full Senate votes on the bill sometime later this fall.
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DPC/NEC community empowerment working group: The DPC and NEC are co-chairing 4
community/economic empowerment warking group to develop additional proposals in this area;
the group includes representatives from virtually all of the domestic Cabinet departments and
White House policy offices. The group met again this week and is currently consideringa
number of proposals, including tax incentives, in arcas such as transportation and transit
infrastructure development (including rehabilitation of bus terminals), housing mobility and
voluntary CRA expansion to non-bank financial institutions.

Child Care Policy Process: The NEC is participating in the DPC-coordinated process for
developing child 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 credits/subsidies; 2) child care quality; and 3) after-
school child care. Regardless of what we do, I feel it is critical that we keep z strong focus on
the early learning, 0-5 perspective that ties in 50 importantly with your education agenda by

; showing an emphasis on education before and after K-12,

Sp IRS Hearings: This week, as you know, the Senate Finance Committee held three days of
hearings on the IR8. The Committee received testimony from taxpayers mistreated by the [RS

y % and from current and former IRS emplovees, whose testimony included a perception that

% Q(, employees are evaluated on revenue production quotas, which is sgainst the law.  Acting IRS

‘? Q,“Commissiozm Dolan testified at the end of the heartngs, issuing an apology and a series of

) @(‘ conerete steps that the IRS will take to ensure that the prohibition on using production quotas is

*‘2 universaily understood within the IRS and customer service ts improved. =

Among other steps, the IRS will no longer comparatively rank their 33 district offices by revenue

7
Fé product and they will suspend the distribution of any goals relating to revenue production to their
%ﬁeld offices, On the customer service end, each district director will be required to hold monthly
7 problem solving problems to give taxpayers opportunities to raise concerns and each District and

s ¥y Service Center Direotor will review all complaints to their office in the last quarter. A letter is

& being drafted from Larry Summers to Acting Commissioner Dofan to instruct the [RS to report

back, in person to Bob Rubin and Larry, in short order on additional actions 1o be taken in
Q‘:‘% response to the hearings,
\'

Y ISTEA: 'Under the agreement he reached with Mr. Gingrich, Rep. Shuster agreed to go with a
#‘q traight six-month extension of current ISTEA programs, with the understanding that his massive

« multi-year bill will be considered as part of the FY99 budget resolution or allowed to go to the
» fleor. The Senate will likely agree to this approach {although Chafee will try to pass his six-year

\Q% itl as well, so 28 not to have 1o revisit ISTEA next year).
‘

*

We convened a Slater-Raines-Hilley meeting this week fo 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-ronth 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 pricrities in a
Shuster bill that will necessarily be much smaller.
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{n its markup of the transit component of ISTEA, the Senate Banking Committee yesterday
approved a Mosley-Braun amendment to provide 3100 million per year for welfare-to-work
transportation services, consistent with our NEXTEA proposal. This was an important win,

because the Shuster bill only provides $42 million a year,
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1 apologize for the length of this “weekly report,” but it reflects the many important activities of
NEC issues which took place over the past two weeks.

Electricity Restructuring: The Administration unveiled its electricity restructuring package --
jointly coordinated by the NEC and CEQ -- on Wednesday (3/25). 1 want 1o stress to you the
degree that Secretary Pena should be complimented for being an extraordinary team player in the
process that led (0 consensus and our proposal. As you know, our proposal is expected to save
American consumers $20 billion a year gngd reduce carbon emissions from urilities by 25 1 40
million metric tons in 2010 (3 to 6 percent of utility emissions projected for that vear, and 1 t0 2
percent of total mational emissions). The proposal received mixed reviews. A relatively positive
Wall Street Journal article quoted Colorade Republican Dan Schaefer, 2 key player on this issuz on
the Hill, as calling the proposal a “meaningful step” in advancing slectricity restnkturing. And
Enron Corporation was also very positive. But despite the inclusion of many ¢rucial environmental
provisions -- as well as the unleashing of competition, which Tom Casten of Trigen and others have
argued should improve efficiency and thus reduce emissions - some environmental 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
electrizity market to competition,

PER Summit and other savings education announcemenis: Deputy Secretary Larry Summers,

istant Seeretary Olena Berg, SEC Commissioner Laura Unger, Senator Baucus, Congressman
Pomeroy, and | held a press conference on Thursday (3/28) to announce your package of savings
education initiatives, We highlighted the need to increase the relatively low and declining private
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,”
which took place this week, We also took the opportunity to announce the names of the 100 people
who were jointly chosen by the Administration and the Democratic Congressional leadership to
participate in the first National 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. Baucus spoke.
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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 annuversary 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
fifieen states have submitted their child health ptans for approval and virtually all other states have
processes in place to develop and submit their plans.

Equal Pay: Today, Friday, April 3rd is “Equal Pay Day,” the day on which women’s earnings,
added to their previous 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. DelLauro, 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.

America Reads: Larry Stein and I met with David Hoppe (Lott’s Chief of Staff) on Tuesday (3/24)
to discuss 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 resolve them in a bipartisan manner without politicalization. We promised Hoppe that we would
treat the issues and any support they offered in a non-political and bipartisan spirit. 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 term. Stein and I both
thodght that Hoppe was appreciative of the spirit in which we approached him and that he seemed
cautioiisly receptive,

G. I, Bill: On Thursday (4/2) the Senate version of the G. 1. Bill (the “Workforce Development
Act”) was sent around to all members of the Senate {0 get a “unanimous consent” to hold floor
debate on April 20. However, Senators Lautenberg, Tormricelli, 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 Departrment of Labor and Larry Stein we feel a compromise has been drafted. The

2
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compromise would allow these (newly exempted} SDAs, who have 3 right 1o ask for an appeal from
their Governor 1o retain the training funds, o also have the right 10 ask the Secretary of Labor to
overtum Governor’s denial, if the SDA had a good performance record.

HI-8: On Thursday {(4/2), the Senate Judictary Commitiee marked up legisiation that is intended 0
respond to the growing demand for skilled workers in the information technology (1T} industry,
The Committee reported out (by a vote of 12-6) 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-1B 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 Republicans opposed}.
The Administration submitted a letter of support for the overall approach of the Kennedy-Feinstewn
bill {increased training and reforms to the H-1B program to protect American workers in
conjunction with a small, temporary increase in the number of visas). We are stressing that the
cusrent Abraham bill-gven with its improvements--still must be stronger on ensuring additional
training and real reforms.

{RS Update: The Senate Finance Committee passed its version of IRS reform this week by a vote
of 20-0. Secretm*y Rubin was able to secure several improvements, including seats on the new
oversight Board for the Treasury Secretary and a union tepresentative.  Our main concern with the
bill now is that, unlike the House bill, it is not fully paid for. It is short $9.8 billion over ten years.
Roth added costly provisions, such as reducing certain penalties, that added significantly to the cost.
He has pledged to find additional offsets. Given that Congress has still not 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 opportunity to express disappointment
that Congress failed to pass a bill by Apxil 15, press for quick action in Congress after the recess,
and highlight positive steps the RS has been taking on ziw customer service front, inchuding
expanded clectronic filing.

Student Loan Interest Rate: 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
studgnis, but proposed additional subsidies for banks costing $1-4 billion over 5 years. Director
Raines has warned that this could result in a sequester that would increase student loan fees paid by
barrowers, 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 is analyzing
CBO'’s methodalogy, which is complex. We have been quietly floating a proposal that would allow
subsides for two vears and then transition to an auction-based system.

School Construction: Last Wednesday (3/25), Senator Faircloth offered (and later withdrew} an
amendment o the supplemental that threatened 1o take §5 billion of the ESF {the fund Treasury
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uses to stabilize currency fluctuations) and move it to school construction. This amendment would
have set an awful precedent inthat it would have busted the budget since ESF-does not provide
_outlays. However, the upshot of Faircloth’s amendment is that he made the case for school
censtruction, citing the GAO report, etc. This suggests that the threat to attach your school
modemnization proposat to Coverdell is having an impact - Republicans may be starting to feel that
they need to support a large school congtruction initiative of some type. When the Senate returns, it
wiil take up the Coverdell legislation, including a vote on school 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 confersnce ¢all with
VPOTUS. We hope that will help to get significant regional coverage, and possible addition
national press, in advance of the upcoming Senate vole,

High Hopes: Last Thursday (3727}, Bob Shireman on my staff joined Education Department staff

in a small meeting at the Ford Foundation in New York. Ford is interested in parinering withusto
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 high-
poverty areas. This may develop into an announcement of a financial commitment by the .
Foundation, perhaps with the involvement of Lucent Technologies, This announcement -- which is
tentatively on your schedule for May 4 — may give us a hook for ghlighting the bipariisan )
involvement in the House, and 1o perhaps bring in a Senate Republicon,

The Senate mark-up of the reauthorization of the Higher Education Act oecurred Wednesday
aflernoon (4/1). Chalrman Jeffords, who would normally be sympathetie, wants to protect a
program he ¢reated in 1992, and may hold this issue as a bargaining ool with the House and with
us. -A fiumber of efforts by Rzi::y, Fattah and me ended in a good colloquy between Jeffords and
Kemnedy during the mark up in which they pledged to work together on a joint approach as the bill
moved to the floor.” We have been reaching out to Republican Senators with some success, Chaka
Fattah seems 1o have secured Specter-.which is important because of his appropriations role, | have
had two good conversations with Senator Frist who seems mcrcasmgiy taterested, though [ have
had fess success with Senator Caiims

Master Teachers: The Senate Committee version of the reauthorization of the Higher Education
Act, voted out Wednesday (4/1), does niot include any provision that would undermine the
Administration’s financial support for the National Board for Professionat Teaching Standards,

INTELSAT: This week in Salvador, Brazil, the U.S. government went along with the decision by
141 other INTELSAT member governments to spin off six sateilites into a separate, publicly traded
company -- temporarily called New Skies Satellites - that will provide services in the global
satellite communications market. The Brazil decision marks the end of a contentious four-year
debate within INTELSAT, an intergovernmental organization dominated by monopoly telephone
providers, in which the U5, has often been alone in insisting that any spin off company nyust be
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fully separate and independent. The NEC has coordinated the Administration’s interagency effort on
INTELSAT, itself contentious at many poinis, and Duorothy Robyn from my staff participated in
Brazil, You should know that we believe the creation of New Skies is the first, and most difficult,
step oward complete privatization of INTELSAT. Finally, while the Justice Department believes
the restructuring & pro-competitive, several ULS, satellite coramunications companies are criticizing
it on the grounds that remaining Haks between INTELSAT and New Skies will harm competition,

ISTEA: The House this week passed its ISTEA reauthorization bill by a 337-80 vote. Three
challenges to funding provisions in the bill - including an Administration-supported amendment by
Rep. Spratt 1o extend the current shorttérm ISTEA law 10 July 1, s0 as 1o allow for completion of
the House budget resolution - were defeated by similar marging. Good news came inthe formof 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 spproval of an amendment by
Rep. Danny Davis to increase annual funding for welfare<o-work transportation services from $42
million to $150 million {we requested 3100 million/vear in NEXTEA), The leadership did not
allow for a vote on Rep. Lowey's amendment to lower the legal blood slcohol content to 08,

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

Memorial Day.

Your semior 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 1) the
demonstration projects, 2) the crowding out effect ISTEA 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
tnterest eamed on HTF surpluses from 1967-79). Press coverage of the $9 billion in House
demonstration projects has been extremely critical, and some Senate Republicans (¢.g., Warner) are
genuinely embarrassed by that as well as the sheer size of the House bill and its off-budget
provision. Thus, it may well be possible to get some improvements in those areas.

Securities Litigation Reform: As you may recall, one of your greatest concerns with the Private
Securities Litigation Reform Act of 1995 was the ambiguity created by that law concerning whether
reckiesgness remained a basis of liability for securities fraud claims and whether the pleading
standard ¢stablished in the Second Circuit was still intact. Despite your conserns with the 1995
law, last year you decided that the Administration should not eppose efforts led by the High Tech
industry 1o pass firther securities litigation legislation which would create a uniform national
standard for securities fraud class action suits and provide a “safe harbor™ for forward-looking
statements in an effort to encourage companies to provide greater information to consumers. Last
Wednesday (3/25), ot reconfirmation hearings before the Senate Banking Committee, SEC
Chairman Levitt told 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 stafls.
{Commigsioner Johnson continues to believe that no fegislation is justified ar this time} To gain

5




Levint’s support, the three Senators clearly moved in our direction by narrowing the scope of the
hill. Although the concessions obtained by the SEC appear to be consistent with your objectives,
the NEC has asked the DOJ 1o review independently the final language. We will then consult with
the OVP, Bruce Lindsey and John Podesta, before any Administration view on the final bill is
conununicated.

Firancial Modernization: House Banking Commitice Ranking Democrat John LaFalce credited
“the Administration’s opposition’ as being “the turning poimt” in the Democrats” successful effont
Tuesday to defeat the Republican’s Financial Modemization biil. House leaders were foreed to pull
the bill from the floor, recognizing that their tactic of merging the Financial Modernization bill with
the popular Credit Union legislation {see below) had backfired. Financial Modemization which
would remove inappropriate barriers 1o integration among banking, insurance, and securities firms.
The Republican’s bill was seen by most banks as favoring securities and insurance firms 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 siso concerned that the Republican’s
bill would undermine the Community Reinvestment Act by forcing new financial activities to ocour
in holding company affiliates whose assets are not eounted toward CRA obligations. The SAP said
that, if the bill were presented to the President in its current form, “the Secretary of the Treasury
would recommend that it be vetoed.” The Republicans pledged to bring the bill up again during the
week of May 4th, but most commentators believe that making the changes necessary to gain
additional support would cost support as well.

Credit Unions: The credit unions had a major victory on Wednesday {4/1) in their intensive
campaign (o reverse a recent Supreme Court decision on eredit union membership, when the House
passed a cradit union bill 411-8. The Court decision overruméd a long-standing NCUA '
interpretation conceming the extent to which credit union membership must be based ona

"conunon bond." The bill passed this week did not fully restore the broad authority to add new
membership groups that the credit unions had sought, but it provided significant flexibility beyond
that available afler the Court decision. It also added positive new safety and soundness reforms

and, for the first time, CRA-like obligations for credit unions. The NEC will run an interagency
process to prepare for the Senate’s consideration of the bill, ‘

N
Apparel Industry Partnership (AIP): Kity Higgins and NEC staff anended a meeting of the AIP
in NYC on Thursday (3/26), The meeting confirmed our suspicion that the discussions ar¢ near or
at an impasse. Cornpanies complain of mission creep as they battle on such issues as whether itis
possible to be in compliance when manufacturing in China and what constitutes a “living wage.”
Meanwhile, the NGOs and Labor are being pressed from their left. NEC will work closely with
Labor, State and NSC to identify ways the Administration could help to break the impasse.

Child Lapor: The NEC/NSC is convening a policy process 1o decide whether to develop a
legislative proposal to authorize you to take appropriate action in response to persistent,
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cxplonative child fabor practices. This propesal is intended to address Rep. Chris Smith's hiil
requiring automatic sanctions against any country whose laws did not prohibit child labor (defined
such that the US and UK would be sanctioned countries). The NEC has also is working ona
strategy to promote your Child Labor budget proposals on the Hill in the face of skepticism that -
[PEC {the {ntemational Programme for the Elimination of Child Labour) has the capacity (o absorb
the 10-fold increase in funding you proposed {from $3 to $30 miilion) to fund their country-based
programs to end the most intolerable forms of child labor.  The strategy includes: (1)
demonstrating how IPEC's parent organization (the {L.O) and the Labor Department ¢an enhance

IPEC's capacity; and (2) framing the $30 million investment as small in relation 1o the size of the
problem. 3

Social Security Foram: The NEC has been working with the Congord Coalition dnd AARP on
their April 7 Sotial Security Forum at Penn Valley Community College in Kansas City. We have
held daily meetings with Communications, Scheduling, Legislative Affairs, Cabinet Affairs, and
others to discuss the Concord/ AARP Forum and your role in it. At present, you will give opening
remarks ard later participate - with four members of Congress selected by each leader (Kerrey, -
Santorum, Pomeroy, Hulshof) and a panet of experts (Marilyn Moon, Gary Burtless, Fred
Goldberg, David Walker) -- in an interactive conversation with the audience moderated by Gwen

ihll. Between those two sessions, you will conduct satellite feeds, off-stage, into five town

meetings on Social Security hosted by individual members of Congress in their districts. We will
meet with you on Monday to discuss the Forum in greater detatl.

Press Briefing on the Supplemental: On Tuesday {37313, we coordinated a press conference at the
White House with Secretary Albright, Secretary Rubin, and Secretary Cohen highlighting the
importance of passing a budget Supplemental that includes funding for all of our national security
priorities: UN arrears, IMF, Bosnia, and Iraq. The three Cabinet Secretaries delivered the message
that national security should be above the usual legisiative wrangling. Later that day, the House
passed the supplemental without funding for Bosnia or the UN by an extremely thin margin (212-
208} with k7 Republicans breaking ranks, That legisiation will now go to conference; the Senate
supplemental is similar, but does include IMF funding and does not include the domestic offsets to
pa{for the emergencies,

Asia %‘tm&f Markets: The IMF expects to reach agreement with Indopesia on Wednesday on
a revised reform package, which is likely to include zdded flexibility on food and fuel subsidies,
& framework for corporate debt workouts and tightened monetary and interest rate targets. Once
the agreement is finalized, the IMF intends 1o retease Indonesia’s next $3 billion disbursement in
3 equal, monthly installments in order to maintain leverage. Australia, Singapore and Japan are
likely to provide an additional $1.3 billion directed at corporate debt gnarantees and frade
financing. - Although the details are not vet fully known, Treasury expects that we will be able to
welcomd the agreement, while expressing significant cautions about eosuring implementation,
Separately, the State Department has announced 2 package of $70 miltion in humanitarian
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assistance for [ndonesia, including approximately $30 million in food assistance: and secured
World Bank support for an April | donors conference 10 coordinate assistance for Indonesia. We
are keeping a close ¢ye on Malaysia, which is undertaking 2 “home-grown” reform package,
drawing on IMF advice but refraining from requesting IMF funds and the attendanz policy
conditions,

Sanitiage Trade: Following the meeting of hemispheric rade ministers in Costa Rica, there is
widespread support for 2 strong and comprebensive launch of negotiations toward the Free Trade
Area of the Americas (FTAA) at the Santiago Summit of the Americas, incfuding the creatior of
a consultative group on labor and the environment. Anticipating that there will be considerable
press interest in fast wack at that juncture, the international economic Principals agreed the best
approach is o acknowledge that fast track authority will be important in mainaining U.S.
international leadership, but that we are finding ways o move forward on our market opening
agenda without it, as evidenced by the success of the FTAA launch.

tnternational Tebacce: In anticipation of the March 31 mark-up of the tobacco hill, Principals
agread that our main emphasis in the international arena should be on developing a strong set of
health-oriented advertising, labeling and marketing standards through the World Health
Organization and ensuring that there is sufficient funding to enable developing countries to
implement these standards. The itermational provisions in the McCain biil were incorporated at
the urging of Senator Wyden, against the opposition of Senators Hollings and Ford. While these
provisions remained unchanged, it was agresd that representatives from the Administration would

" meet with Commerce Commitiee 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. prometion of tobacco and on advertising, labeling and sales practices overseas, and
anti-smuggling efforts.

Japan Econamic Policy: In the run-up to the end of Japan’s fiscal vear, the ruling LDP pany
announced a proposal for 16 trillion yen ($123 billion or 3.1 percent of GIDP) 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 sumber (half or more) of repackaged existing
comunitments. The injtial reaction of the markets suggested considerable skepticism. In addition,
the Japanese government announced this week a new three year deregulation plan that contains
some important and meaningful steps in such areas as financial services and housing, but falls short
in critical areas such as telecommunications and pharmaceuticals, We will press for more progress
between now and the G-8 Summit. Hashimoto committed to you in Vancouver last year that he
would produce concrete resuits by Birmingham, and last week he publicly called upon his
government 1o work toward that goal.
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IRS Hearings: #s you know, the Senate Finance Committes held four hearings this week on the
IRS, focusing speeifically on the IRS Criminal Investigations Division, Witnesses included IRS
snployees, taxpayers, and others, a number of whom recounted being on the receiving end of
IRS strong arm tactics. As you know, Commissioner Rossotd and Secretary Rubin went outon
Tuesday (4/28), the first day of the hearings, and announced that Judge William Webster will
conduct an independent review of the Criminal [nvestigation Division. Commissioner Rossottd
announced additional measures as well, including strengthened discipling of ClD 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 bill is that, unlike the House bill, it loses gignificant revenue,
£9.7 villion over ten years. While continuing to express overall support for IRS reform, we wiil
work as the bill moves along to ensure that in final form it is paid for.

H-18: As you know last month the Senate Judiciary committee reported out a bill sponsored by
Senator Abraham that the administration did not support. The House Judiciary commitiee is now
working on their bill. On Thursday (4/10), the House Judiciary sub-committee on immigration
reported by a voice vote a bill introduced by Rep. Lamar Smith that would temporarily increase
the number of H-18 visas for skilled forzign workers. Also on Thursday, Bruce Reed and | sent.
a letter to Rep. Smith stating that the Administration supports the reforms to the H-1B visa
program that protect U8, workers that are contained in the bill, but that until the bill ineludes a
training provision {which we have stressed must accompany any temporary increase in the
number of these visas) we cannot support the bill. We are working with Hill s1aff to eonure that
an amendment ifcloding = treining provision is included at the full Committes mark-up which is
axpected to be on Wednesday, May 6. We expect the Sznste version 1o reach the floor the week
of May 11th which Senator Lott has declared to be High-tech week,

@ 1. Bill: The Senate version of the G, 1. Bill, the Workforce Investinent Partnership Act, was
debated on Friday {5/1); the vote is scheduled for Tuesday (5/8) afternoon. We support the job
training reforms 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.
Cur strategy is 1o 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 coramitment from
DeWine and Jeffords to “render this amendment benign.” The NEC is convening an interagency



meeting next week to insure that the final hill reflects all of vour principics.

Securities Litigation: On Tuesday {4/28), Bruce Lindsey and | sent 3 leuer 1o Senatars Dodd,
D' Amato and Gramm concerning S. 1260, the Securities Litigation Uniform Sundards Act,
which provides that class actions generaily can be brought only in federal court. We
supparted amendments negotiated by the SEC to clarify that the bili will not preemps certain
corporate governance claims and o narrow the definition of class action. More importamly,
we made clear that the Administration’s support for the bill depends upon delivery of
legislative history and floor statements promised o SEC Chairman Levitt that shouid halp to
reduce confusion in the courts about the proper imterpretsdion of the Private Securities
Litigation Reform Act €. e e Senate Banking Committee will report the bill out on
Monday {§/4); It is expectec  Hliach the Semate floor the week of May 11, We expect that
House action on the bill, late; ... May, will réspect the commitments that the SEC obtzined
from the Scaate.

Ameriea Reads: On Thursday {4730}, Bob Shireman on my staff met with a group of black .
educators, including Doctor Charlie Knight, superintendent of the East Palo Alto district where
Chelses tutors. She asked Bob o pass along to you that you have raised a wonderful daughter,
the kids love her, and she clearly loves working with them. Her help is valuable and appreciated.

Chairman Jeftords held a hearing Tussday (4728) on Hieracy. 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, Coverdell is sincere about moving a bill in time for the July | funding deadline,
rather than just grandstanding on the issue (as you know, it i3 part of the Coverdeil bill that you
will velo). But passage of a separate bl that you can sign is by no means assured.

\\iue’mt Loan Interest Rates: Majority Leader Armey fought hard to include a bank-friendly fix

part of the supplemental appropriations bill, but it may have to broken off separately at some
point. We opposed his fix ~ in part becauss its subsidies to banks were not offset - and he
ultimately fatled. Keeping it as pant of HEA helps to. provide a driver for the reauthorization o
accur this year. We may seek to quietly negotiate a compromise in the near future,

Response to Times Article on Medicare Bitting: You asked about Monday's (4/27), New York
Times article that reported that HCF A s implementing a policy to delay payments to providers,
W%zzie itis true thai HCFA is changmg its payment policy, even with this change, Medicare pays
323 fas! e insurers. Medicare has been a leader in this fie e
pmt ami w11l cexmnu:e 10 do so. Your 2999 buiigct adds $100 miiion in funding from user feas
to improve payment and oversight in Medicare, and to assist in implementing the major changes
in Medicare that were made in the bipartisan Balanced Budget Act. User fees are controversial
amangst providers who would prefer that needed administrative funding come from the

traditional discretional spending. We proposed these fees precisely because of the tight
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Chinra MFN: Your cconomic team was aggressive this week in underscoring the enormous risks
of playing politics with MFN. The Senior Administration officials (myself, BarshefsKy, Rubin,
Daley, Echavesie) reached key CEOs. [ addressed the board of the 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 int
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 & vote, but indications from majority Ways and Means
staff point toward a vote in July following your trip to China. Larry Stein 1s leading the effort to
push this down. Business issued sirong staterients in support of your decision to renew. Fearful
of an early vote and unclear where Republican leadership would come out on MFHN, business
welcomed Gingrich’s annovncement to rensw MFN, but plans to take nothing for granted.
Please find atiached the one-page Administration China MFN fact sheet,

Ching WTO: On Thursday (6/4), the NEC held a principals meeting on China WTO accession’
negotiations. We have reason to believe China may be prepared to take positive steps to reach &
market access agreement prior 1o the Summit. (Sandy Berger or | can provide more detail
separately.} [t rernains unclear, however, what those steps will be or whether they will be

_ sufficiqqt. We remain very far apart right now on sectors such as agriculture, autos, chemicals,

financial gervices, and pharmaceuticals, whoese industries are eritical to domestic support for any
market access agreement. Ambassador Barshefsky will awrive in Beljing on June 17 for
negotiations. China is refusing to negotiate with anyone else, and will not table its proposal
beforehand. We will press hard for a market access agreement over the next few weeks, but need
1o keep expectations low, as we do not know, and are somewhat skeptical, that China will come
far enough.

Africa Trade Bill: Sandy Berger and I co-chaired a megting 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, [t was agreed that Sandy, Charlene, Larry Stein, and myself will all make calls
from coordinated talking points to encourage members 10 move on the bill this session, We will
be meeting with Representatives from the House later next week ¢ follow up on their request 1o
get a more significant commitment from the Administration on this important legislation,
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IRS Reform: This week we gave our views on the IRS legislation 10 members of the House and
Senate conference. The letter from Secrerary Rubin outlined all that we have done to reform the
IRS, our interest in moving IRS reform legisiation, as wel! as particular provisions we have
concerns with. Before the letter was sent, we held an Economic team meeting on how the leter
should address the budget ramifications of the Congressional bills, According t¢ Treasury
estimaies. the Senate bill still lases $7.3 billion over five vears. The dilemma we face is how 10
raise this point to facilitate correcting it without setting ourselves up if the scoring issue is not

- cleared up and you are presenied with a bill to sign. We decided o couch the new scoring

' estimates in language 1o the affect that we will work with confereses 1o ensure that the bill is fully

paid for and avoids 4 sequester, We will now z'y to work with conferees 1o try to bring the cost
\(i 32 down, :

SAVER Summit: We will atiempt 1o capitalize on the Speaker’s remarks that showed support
for reducing the vesting period for employer 401 (K}, a new defined benefit plan and tax cuts to
bear costs for small bustnesses starting up pensions, We received positive news coverage and
NBC did 2 detailed in-depth pisce with quotes from both vou and Secretary Herman.

Heouse Budget Resolution: On Friday {6/5), the House passed the Kasich budget 216-204 (3
Democrats voted {or the Kasich plan and 9 Republicans voted againgt the Resolution).  During

consideration of the Resolution, the House defeated the alternative conservative budget by a vote-

of 158-262; and defeated the Spratt’Democratic budget 164-257. The House-passed and Senate-
passed versions of the budget resolution now go to conference, We put out a statement from you
calling the Kasich 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
%3 the Kasich budget. You should know that the Kasich budget would tead 1o a 14-percent cut in
the area of the budget that funds critical education, environment, law enforcement, and research
Sty | and development initiatives in 2003, Ifthese cuts were applied across-the-board, this would
N mean, for example, that 85,000 children would be denied Head Stant opportunities and 162,000
M tudents would be denied Pell Grants in 2003,

Working with Rev. Jackson re: Channeling Private Capital to Disadvantaged Areas, On May
7, 1998 the Rev. Jesse Jackson held a meeting with Sandy Weill (Chairman and CEQ of
Travelers Group), Lamond Godwin (Chaiman and CEOQ of Peachtree Asset Management], Jim
Hill {Oregon State Treasurer) and other corporate officers to “explore ways 1o use the nation’s
billions of doliars in private capital and pension funds to effectively rebuild America.” The
result of this brainstorming session was a very preliminary concept paper describing a
government-backed investment vehicle that Rev. Jackson calis a “domestic OPIC.” Rev.
Jackson subsequently met with Erskine Bowles and me to further discuss this cancept. On
§ \}) Monday, | am taking a team of a few Administration officials_inainding Treasury and SBA, to

New York to meet with Rev. Jackson and a group of CEOs and top officials from financial

5?;-&.&;.{ &4, services fiTs, INCIUTIE TTavETers and NalionsSBank, In explore potential structures for this
inVEsmrenT vehiTTE ana ways the Federa! government could support (e.g., indirectly) such an

. fion,
s

Medicare Commission: The full Medicare Commission met on Monday and Tugcsday (6/1-2) to
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diseuss Medicare projections and major issues related 1o benefits, eligitsility, costs, management.
and financing. On benefits, there is growing agreement that the benefits should be rationalized
{€.g., include prescription drugs, make cost sharing consistent). although some hike Phil Gramm
raised concerns about costs, There was also an extensive discussion of HCFA management.

One area of consensus - even among the Republicans ~ was that there is too much
micremanagement of HFCA; it should be given more authority to use private practicss such as
competitive bidding. There was alse a debate, with no consensus, about whether FEHBP could
be used as model for administering Medicare, We are preparing a NEC/DPC memo that explores
this question. At the end of the meeting, Senator Breaux allowed a representative from the
Natonal Counctl of Senior Citizens 10 request additional opportunities for heneficiaries and
other affected parties to be heard. Breaux comimitied to addstional forums for discusston,
including two field hearing in early July, The next full Commission meeting is scheduled 10 be
heid on August 10,

America Reads: We remain concemed over whether or not Congress will be able 1o deliver a bill
to your desk by the July | deadline for triggering the $210 miliion advance appropriation (which
reverts (o special education). There is a fair change that we can get a bill affer July 1, but we will
then have to fight for funding in the FY 99 appropriations process. (We are looking at possible
vehicles for delaying the July [ date, but that is 3 long shot) The NEC is working with
'Education and supporters in Congress to determine whether it would be best to quietly ask the
teadership to renew the BBA commitment to move America Reads, or to criticize the delay more
publicly,

Student Loan Interest Rate, and Refinancing Current Loans: As you know the ISTEA bill
tncludes a three-month “fix" 1o the July | interest rate problem, adopting our tow rate for
students but providing banks with an additional subsidy that we think is excessive. The fix is
stlent on the question of refinancing current loans, which means that the Secestery-of-Bducation

s coutd allow millions of current borrowers o refinance af the new rate in the direct | gram.
However, using that authority would have severe political mm&quemgogﬁﬁo
admimstrative resources if demand is high) Working with Education, OMB and Treasury, we
are explornng the options, including whether we can use tho refinancing suthority to leverage a
longer-term compromise on the interest rate issue overall,

Nationnl Homeownership Week: As part of National Homeownership Week {June 6-12), there
will be ndarly 1,000 events across the counmry -- ranging from award ceremonies to seminars, and
from homebuyer training seminars to groundbreakings and nbbon-cutting ceremonies, Qver 400
members of Congress have pledged to help build a home under the auspices of Habitat for
Humanity and the National Partners in Homeownership -- at 1east 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 (o each of the National Partners so that we can get the
message oul on the policies we have pwt in place (and the policies in your budget) to help expand
homeownership and empower communities.

Individual Development Accounts: Nearly six sears ago -- in a speech in Los Angeles during
the 1992 campaign -- you announced your support for Individual Development Accounts (IDAs)
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- an wea that matches each dollar lower-income Americans save in order 1o provide mcentives
to accumulate wealth for a first home, post-secondary education or training, or to start a small -
business. Your 1994 welfare reform proposal included a demonstration of this concept and the
1996 welfare reform law allows states to use welfare funds to create {DAs. However, federa)
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 that we believe are
necessary o the bill before we could support it, Jon Orszag and Emil Parker on my staff met

- with Senator Coats’ and Senator Harkin's siaffs this week to discuss these issues.  We will send

you a decision memo in the near fiture to determine whether you want to endorse any formofan
- [DA demonstration proposat--Coals/Harkin or one like it

CFTC/Treasury Dispute on OTC Derivative: Secretary Rubin, Federal Reserve Chairman
Greenspan, and SEC Chairman Levitt are preparing a letter 1o Congress transtaitting proposed
legistation that would impose a moratorium on CFTC regulatory action on over-the-counter
derivatives. Last month, the CFTC released a concept release {akin to an advanced natice 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 NEC discussed with Treasury
, whether a step less dramatic than 2 moratorium was possible, but the depth of the Secretary’s
hs concern, shared by Chairman Greenspan and Levitt, convinced us to let them go forward.

Bankruptcy: After a thorough interagency process, the NEC will provide you next week with
a decision memorandum on the issues presented by the House and Senate consumer bankrupicy
reform bills. The Administration bas already stated its strong opposition to the House bill,
which is siated to go o the House floor next week. It is unclear when the more promising,

but still quite flawed, Senate bill will move.

Child Laber: After an NEC process and interagency consultation, I sent you a decision

recommending that: {1) you send a statement to Geneva with Secretary Herman strongly

\&‘ memorandum on Friday (6/3) and which the Staff Secretary will forward to you shortly,

%
5

supporting the development of a new 110 convention on the most intolerable forms of child
labor; and (2) Dol testify that it supports Senator Harkin's efforts to modernize the domestic
agriculture child labor laws (without reference to specifics in his bill which appear to not have

- been vetted yet with interest groups). 1f you agree, we will work to develop an effective

~ White Hbuse communications strategy to get coverage of your actions.

Product Liability: Senator Rockefeller has now c;rcuiaicé_a :avlsed version of his bill that
reflects his agreements with the Administration, We are now told that Senator Gorton will not
offer competing legisiation and that Senator Lot js expected to bring the Rockefeller bill o the
Senate floor. House reaction is a8 vet unclear,
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