THE WHITE HOUSE
WASHINGTON

Kovembar 8, 1944 ‘

A MEMORANDUM FOR GENE SPERLING
SHERYLL CASHIN

FROM: GAYNOR MCCOW ﬁ\
SUBJECT: YOUTH CONSOLIDRTION OPTION

034 JEREMY HBENAMI
BELLE SAWHILL

Attached vou will find a copy of our memorandum recommending
the option of consolidating youth programg. By sending you this
memorandumn, we want to reiterate that this bold reinvention plan
-t Greate a single funding mechanisim ¢alled a Youth Development
Fund - should be included in the memo to the Principals. As
Alice Rivlin said, it is important to pusgh the envelope with a
"braeak the crockery” proposal as we consider what options to
present to the President.

Please note that this memorandum has pot been prepaved in
collaboration with the sgencies. Therefore, the list of programs
should be viewed as nothing more than an example to iLllustrate
the possibilities. (The programs we have suggested are ones that
share common goals, are closely Intertwined and somewhat
duplicative. They ave not pnes that represent Presidential
investments such as those included in major legislation, recently
anacted.) If there is some Interest in considering this
propoesal, all subsequent work will be done in conjuncrion with
the Departmants of Health and Human Services, Education, Labor,
Agriculture and Housing and Urban Development.



November B, 1984

A MEMORANDUM FOR GHERYLL CASBHIN

FROM: JEREMY BENAMI
BELLE SAWHILL
GAYNOR MoCOWN

SUBJECT: SINGLE YOUTH DEVELODPMENT GRANT FUNDING

oo CAROL RASCO
BRUCE REED
BILL GALSTON

Riding the wave of public disvontent with federal
bhureaucrany, reinvention needs to be a more central element of
our message and program. As with other target groups, a myriad
of service programg target youth. Therefore, we are proposing
the possibility of bold, new legislation to dramatically change
how the fedsral govermment funds these sexrvices. Bolder than
the waiver bill, this proposal would require the consolldation
and elimination of programs, rather than providing flexibility
within the existing ones. This single federal wouth development
funding - "Youth Development Fund® -~ would send dollars to
gstates, probably by formula, and they in turn would allocate to
localities. Any such proposal would f£ind enormous grass-noots
support from community groups to state and lecal glected
officials.

A beld, highly vigible commitment to consolidating, reducing
and simplifying federal programs in order to encourage local
flexibility i¢ in llng with theg President’'s assertion that the
federal government 1ls at its best when it provides top-down
support for bottom-up reform. By freeing local communities fronm
the constraints of narrow categorical programg and giving them
the opportunity to design programs that meet the needs of theily
youth population, we would indeed be sending a good megsage to
start off the second term.

In line with the kay principles of the Administration's
*reinventing government philosophy, this single funding
mechanism would encourage migsion driven programming through a
strong emphasis on results. By setting forth guidelines and
rewarding craativity, the fedaral government would be empowering



local communities to define thelr own goals and develop
strategies to achieve them, Following are some axamples of the
potential advantages ©f a consolidated youth program:

4 Less red tape and better services to youth,

+ Rather than creating a new government bureaucracy, &
single funding mechanism would bulld on the strength of
existing community-based development organizations.

4 The consolidation of programs would encourage
collaboration and healthy competition among service
providers.

4 The most sweeping of bold options could restructure
dozens of programs involving hundreds of millions of
dollars. '

¢ A single funding mechanism would encourage the
leveraging of federal funds wiith private resources.

4 The elimination of programs could significantly
decrease the number of people 1t would take the federal
government to run the programs, and those savings could
ke added to program deollars available.

Despite the potential positive outoomes, there are clearly
some disadvantages we should be aware of as we consider pushing
such a proposal. They are:

L4 Congressional reaction from committees and members who
have created and now oversee the range of categorical
programs will not be favorable.

\ Advocacy groups that represent grantees currently
funded by categorical programs may not be pleased.

¢ There may be guestlion about whether or not youth
services 1s the area In which the Administration should
use its political capital to promote one truly bold
reinvention strategy.

Keeping in mind, both the potential positive and negative
outcones of pursuing a strategy such as the Youth Development
Fund, we have worked out some possible scenarios that may be
helpful in considering this option. Please note that we have
done this based on little information or input from the relevant
agencies. If there {5 some interest in this propossl, all
subgequent work will be done in collaboration with the
Departments of Heaslith and Human Services, Education, Labor,
Agriculture and Housing and Urban Development.



In determining which programs to include, we have used the
following criteria:

4 Programs targeted to youth iIin distressed
communities -- "at risk” and disadvantaged youths.

¢ Programs that have new grantees every one or two
years as opposed to programs that have on-~golng
grantees,

programs geared toward “positive development” and

personal responsibility.

L 4 Programs that are not included in major
legislation, recently enacted such as School to
Work, ESEA. €t¢....

+ Non-schoel programs.

Based on the above criteria, we have selected 20 different
programs as candidates to bhecome part ¢of the Youth Development
Fund. ALl of these programs -~ 11 from the Department of Health
and Human Services, four from the Department of Education, two
from the Department of Labor, two from the Departmeny ©f Housing
and Urban Develcopment and one from tha Department of Agriculture
- ghare common goals and are closely intertwined, often serving
the same client groups and in some ingtances, the same client.
These redundancies foster inefficiencies and make it almost
impossible to determineg the effectiveness of an individual
program and Indeed the system as a whole. This overlap has
prompted us ¢ suggest this bold reinvention strategy.

The total funding {in millions) of the 20 programs is
$2,094.673. This ampunt ~ $256.14 from HHS; $78.2 £rom DOE:
$1,702 frxrom DOL; 810 from DOA; and $48.473 from HUD -~ 13 based on
FY 1993 funding. If we excluded the two biggest programs -- JTPA
1B {3) billign funding in FY 83) and STPA IIC (8702 mililion
funding in FY 93) -~ the funding would total §3%2.673. Both
JTPA programg are administered through the Department of Labar.

The JTPA 118 - Summer Youth Employment and Training Program
-~ is degigned to enhance the basic educational skills of youth:
encourage school completion or enrglliment Iin supplementary or
alternative school programs: provide eligible youth with exposure
to the world ¢f work:; and anhance the ciltizenship skillis of
youth. The program serves Individuals age 14 through 21 who are
economically disadvantaged or eligible for free lunch under the
Naticnal School Lunch Act.

Similarly, JTPA 11C ~ Year~Round Youth Program - is designed
to improve the long-term ¢mployability of youth; enhance the
educational, occupational, and citizenghip skills of youth;
encourage school completion or enrcollment in alternative school



programs: increasse the employment and earnings of youth; reduce
welfare dependency: and assist youth in addressing probklems that
impair them from making successful transitions from school to
work, to apprentigeshlps, the military, or postsecondary
education and tralaning. JITPA 1l1C provides job training and
educational serviges to economically disadvantaged youth ages 16
through 21. It is also important to note that under the current
legislation, not less than 50 percent of those served under JTPA
11¢ must be out-of-school (different f£rom those who have dropped
out of school); and participants who are school dropouts under
the age of 18 must attend a school, or program such as a high
school equivalency program.

Attached you will find a more detailed description of the 20
programs we are yvecommending as candlidates for consolidation.
Please note that this 1s not intended to be a final list bhut
rather an example to illustrate the possibilities.



+

PROGRAM/AGENCY

HHS

Comm., Parinership
Deme Grant

Bigh~Risk Youtk
Dams Program

Target Cities

Critical Populations

b

¥Youth Gang Drug
Prevention

Nationa}l Youth Sports
Program

Minerity Male
Iniviative

Demenstrabion Partner~
ship Program

C3a¥ Programs Nat'l
Significance

Disadvantaged Youth

Youth Opportunities
Unlimited

DOE

Talent Search

Student Litaracy
and Mentoring Corps

Schonl, College and
thaiversity Partnership

Eisenhewsr Leadership
Brogram

TARGET YOUTH POPULATION/ELIGIBILITY

Youth At~Risk for Substance Abuse
Youth At-Risk for Alcohel, Tobacco,
er Sthar Drug Use / hbuse /7 5-20

Adolescents, Minorities, Residents of
Fublic Housming

Youth 10-21, Minorities, Residents of
Public Housing

Datarmined Annually / Under 18

Low-Income Youth / 1{-1é

Youth At-Risk of Substance Abuzne,
Dropping Out, UYnemployment, Fatherhood

Young Minority Males, Teen Parents,
At Risk School-Aged Youth, and Low-
Engome Families

Disadvantaged Youth

Disadvantaged Yeuth

Youtkh in Eigh Poverty Areas

Counseling services for 12-27 Year

Clds to Complete High School and Pursue
Post~Secondary Education; Activiiims to
Encourage Drop-Ouls to Return to School

Promote {ommunity Literacy and Mentoring

Program=s '

3kill improvement and Preparation of

Loew~Income Youths for Continusd Educatien

or Emplioyment

Bevelopment of Student Leadership

FUNDING

5§ 105.1
$ 58.4
$ 30

3 23

$ 10.64
$ 9.5
3 5.0
5 3.8
$ 3.2
$ 205
8 1

$ 65.%
$ 5.3
$ 3.5
5 3.5
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BOL

Summer Youth Employment
angd Training

¥ear-Round Youth
Frogram

HUD

¥outhbuild
Opportunitias

Youth Sports Program

POA

¥outh At-Risk

Basic and Remedial Bducation, Work
Ezperience, Employment Counseling and
Related Services te Youth age 14~21

Fducation and Training, Tutering,
Mentoring and Related Services 1o
Youth ages 16-~2]

Job Training eangd ¥Work Experience
for Economically Disadvantaged Youth

Yports, Cultural, Recreaticnsal,
Education Activities for Resident
Youth

¥ravention angd Intervention Activities
for Youth At-Risk

$1,000
§ 102
N
$ 8,753
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SEHIOR ADMINISTRATION OFFICIALE
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t mnir i2e some of the main peints o1 the speech Lhis evening,
Baslienliy, the President, &35 yvou Xnow, 1z spsaking Tor 10 minutes.
T Prasident’s basically going Lo Bs doira some plain talking wxrw

the people of the United States
1T think he's geoing to bhe trying
what he shinks needs Lo be dong
Years.
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i
sletnents Lhal are part of the propesal.  The tilisu iz Lhan soliege
tuitien would be vax deductible. Jusl &s wao mads morigays interest
vax deductible -~ P'mogoing Lo read Lhis gquots 1ds the speech:
“Just as we made morggage interest vax dedugiible bedauses we wang
people to own homes, we should make coliege tuition daductibla
because we want people to go to college.”

So he's proposing that twition for caollege -- community
coellege, graduate school, professional schools, vogational schools,
worker training after high scheol would be fully deductible up 1o
315,900 & year for families making uvp vo 81270,000 & year.

Thisg is a principal centerpliece. He iz vary -- nhe
that tbls gountry, in tarmg of its Yuture, is bhetier
invaest in our ohildren and Invast kb cheir sducation.
3 sliding soaleg or fla?

SENIOR ADMINISTRATION OFFICIAL: Help me --

4] Up to 510,000 per $120,000 -«

SENIQR ADBINISTRATION OFFICIAL: Up to $10,000 & year --
8] Ara the incomes adiusted gross?

BSERIOR ASMINIGTRATION vF

prhaSses oLl sampd. ‘§€Z§ at SISL, G, Hlazis o pteessr ot S 00T,
ard phases oup comnlscely avy §124, 084

=Y
Te &

SENTOR ADMIBISTRATION GFFICIAL: Socondly, with regards
to families raising children, we provide & 85300 tax crsdit for
childran undey 13, Tax guts wonld be made avalilable to any family
whose income is less phan $7%, 000, Again, 1o atidress --

'] Adijusted groaa?

SENTOR ADMINTSTRATION QFFICIAL:  That's coryech.

SENTOR ADMINISTRATION OFFICIAL: 1% ona=as oy from
il GO L 75, D00,

i) So the 5500 applies Lo under §ad, 000 & vea

SERICR ADMINISTRATION OFFICIAL: Well, undzr $73,000 -~
vor get some of iy up o 575,000,

G Full $500 up to $65,0007

SEHIGR ADMIRISTRATION QFFICIAL: Up to $64,000.

- = Riad -9 -~ B . o
o Apgd what would you get &y 577,002 Dot nkay,
e e e
DOATRAT IO AV IOIRL N Y PR
LGoathdransd Chode eariioular cooblens Lol D aan f LT, Lk B ocwaad
i

Cow ey famericss oo put 32,000 pax foge rug en fnmiwvidual
Pt ouQulsL, and vhan be ablse Lo ose Lhal money non jusy Lo
SaL e oan, GRL £ LIy oo bg able Lo withdraw money trom Chose
GCCOUNLE LaX Lrgg ier stducatrion gosts, catasirephic costs, purchase
of o First home and the ocare of an eldarly parent,

~

The fourth pilegce that is pary of the packaye is -~

A I's that 32,000 & vear vou just stash aAway or $7, 000
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for life?
SENIOR ADMINISTRATION OFFICIAL: 82,400 par vear.
SEMIOR ADMINISTRATIOH OFFICIAL: Porr o 8

0 The income limits thay -- B8 Ones now are for the

SENIOR ADMINISTRATION QFFICIAL: Plenty of time. Let ma
have my colleague explain it.  Go ahead.

SENIOR ADMIRKISTRATION OFFICIAL: Existing 1RAs will be
changed in two ways. The income limic will be ralsed. T3
currantly for coupleas, %40, 000 -~ phases out -~ iU starts at 540,000
and phases duy at 56,306, That's current law, Under the proposal
the phose-ont wiil start ar SHL, 000 ang be ¢ompletely phased cut at
2I04, 000, Ro owe are expanding the universs of padple who can
contribuce oo IRAS.  In addiTion. w8 ars QOLng v favs e ponn Ty
free withdrawals 1or the Dypas of ¢hings niy oolladgue Sust nentioned.

3 izfs vax-deferrag - v
SENIOR ADMINISTRATION QFFICIAL: Tax deferred. And in
addition, there will be & opltien to pub in & sowcallied back-loaded

IRA. Yeu can pub in -- it's nondeductible, but you cen get the aoney
out tax fras.

£ Thnet's couples, the 80,000 ve 51040,000 ~- that's
couples?

SENIOR ADMIBISTRATION OFFITIAL: Yog, o minsg,

i Will wie 52, 0B0 9 wasr Lo Lan ortnelabida oo dasy

SERTOR ADMIRISTRATION QFFICIAL:  Tha currany IRA that we
have now, you get bax desductlions, and tha dncome thut is in the IRA
is not taxed until vou take it oui, &g well a8s the contribuition.

o Argl bhe $2,000 ks per porsen -«= {or instance. &
couple would get 4,000,

SENRICR ADMINISTRATION QFFICIAL:  And fhey're both
worhimg ~--

A Would chere he a4ny mesns U280 Lur e e iy
o, any dncoug lavels?

SENTOR ADMINISTRATION QFFICIAL:  No.
4] WMo wonld decide «-

SENIOR ADMINMIBTRATION OGFFICIAL: We're working out those
detpils. We're working out ee

N S there may be styvings antachsd o Lhay.

SERIDR ADMISIETRATION GPFISIAL T w3 0] o
T T A S e

BELLD R AL ITOTRAT L uPIQ v - T T

it Lhar wodn Lay Deneiits Lhal woult e oy ITilsa T w2
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emtloiwm,  Phars s 4 fourth elemenl that ks Proginent wiil
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about relaring te job training in which he basicelly will sveve that
there are billions of dollars now that the government spends on
dozens of different training pregrams. And he wants to provide
direct pavment, in the form of certificates or grant, to be ahle o
give that to pepple directly if they lose thelr job or want a better
one, so that we're consolidating job training programs and basically
providing these payments directly,

0 So someone lases btheir Job, instead of going Lo a
+ s

training program you give then 510,000 grand, and 4li the programs
ara eliminated and they go to some mrivate place?

SEMICR ADMINISTRATION OFVFICIAL:  Secrgvary Raich ia
woiking on a gonsclidavion of those prograns apd trying o basically
provide -- empowar the iadividuals themselves as Lo how Lo use those
funds for job training.

] well, iv seounds llke eliminavisn, not
consolidavion. Aren’t you just disappesaring --

SENIOR ADMINISTRATION QFFICIAL:  Well, I rhi
funding i3 pretry much the same, but ir's basivelily to ur

Yoo oul
LHovHER L MECIoHS oroGrang Lnal 418 oul Lhare an s o L rsinbig wnd
CryoEe e dbiracUly YO Lhe pemsii wiy LBSY oen Ine e oly Uy
wheml bovipas 10 g0 Lhroouh onf DUD2BQLLany -
L Cul ownrgugn or Qul out?

SEMIOR ADMINISTRATION OFFIQIAL: HWell, they'rs pusting
out a lot of the different eoperationg. Lebt ww pall you, Beuretaeny
Reich will give you a fuller briefing on the speciflios of ihls, bul
this is one of the improvensnts $hat be's besn looking for and Lrying
te get money direcily te people.

C Tnis is the same amount of monev?
£ How big a vouther would -~

SENTOR ADMINISTRATION OFFICIAL: | don’n know.

Q Bur i3 phare a vestrigccion on the woney -~ all susy
be used 10r jobr training?

SENIOR HDMINIS?R&@?ON GEFICTAL:  Fhal's carrect.
Q Can they start a business {f thay want o

SENTOR ADMINISTRATION QFFICIAL: T neliave ivu's Zor tobh

R I TR A GO
SENIGR ADMINIASTRATION OVFICIAL:  Thap's orragu.
O T dogsn't arleot unemployvman, ==
o Did you say that's correer, At's & voughnee?
0 And what's the amount?
SENTICR ADMINTETRATION QFFICIAL:  On the -~ 1 don'y kEnow.
SENICR ARMINISTRATION OFFICIAL: Te's 2,000 vo £3, 000

fu will be baodeen 52,000 and 83,006,
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0 And would that be based on income?

SEMIOR ADMINISTRATION OFFICIAL: This is & furtiher
ratorm, retnventing of @ new reemployment optisr. Qupr initiazl ons
had consolidated several programs. This incresses the consolidation
~- dozens ~- up Lo $0 programs. Angd it would still ask statas -~ i
wolld still ask that there bs consoelidation, go to ong place and know
everything. But ravher chan even having to go to -- {inawdible] ~-fo
find eut, the grant ceriificate comes to you and then you Qan oo to
ori¢ place to find out gonsumer information on what tha best training
opportunities are. There will still be standerds, but ag my
colleagus savs, taking &0 different funding streams and
consclidating, and ompowsring fhe individual directly, and then
naving oholow and information provided o bthem on the i fiereny
¥ariely o resmployment oplions,

& Ang how much are those &0 programs wEeih now?

SERIOR ADMINISTRATION QFFICIAL: ) belisve 1§ is
aomewhare botwesn S10 bhillion and $132 bhillion., But as [ sald, I
thiink the Segretary will brief mors detailed --

Q Thess arg 60 programs that will diszsappear?

SENIOR ADMINISTRATION QFFICIAL: Thelr funding stresms
will be consolidated.

y o whare's the savings?

i Thair funrding sireams will be cones: bdayad?

13 Wnsre (8 the savings -+~ in acminisirative cosis?
G iz there &4 prive tag for all of this sugffy

SERIOR ADMINISTRATION DFFICIAL: 71 think whal we nesd Uo
gdo is == oiwiocusly, Seorsrary Reich hss the more specifics on the
proposais, but §ochink voutre right, that you're basi

prourams snd sreating ong fundiog stream.

7 One program o replace them?
SERNTOR ADMINISTRATVION OFFICIAL:  That's sorraet,
it Poliviwally, you don'l have trouble with siyving

vt re etiminatviog programs, do you?
SENTOR ADMINISTHEATION QFFICIAL: No.
" Q That's what vou're golay.

SENIOR ADMIMISTRATION OFFICIAL: That's correcy. HWe're
consalidating, and you're consolidating --

D Bur you don' i wany e advartise 1o inal way?

Froelar FIHALITETEATION OFPITIAL:r H osaever yerta L ike Lo
e FEE S .‘; - -

£ Thig Is woreh $Z2.000 o 35,060 goroperson, ohis

sougher?

SENIOR ADMINTETRATION OFFILZLIAL: That's corraect.
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1

The main focus of bthis has boen somethling that Segretary
Reich has been working on for a long time, which is basically ve --
instead of haviong a number of different job training programs ut
there, ta try to consolidate these and try to get it dirasouly Lo
people without having to go through the hureaucracy or the
agministration of a number of these diffgrent programs Lhal Opgrate
an ¢ number of different levels. 1 mean, evorvbody bpows Thay we ara
chraling wilh 2 lot of very different programs that have & very mixed
ravert of performance.  He's (rving Lo consclidave v and get lt
gireouly e individuals.

wWell, consolidating suggests there will be a
consolidased faderal program ~= bhese peuple can go to o lederal
program 86 goel she fraining: they still will have the opportunity. is
that righu?

SENIOR ADMINIGSTRATION OFFICIAL: 1 believe that's the

Cage ==
3 What's the {lve-yoar gost?
¢ Whar's vthe overadll gosi &5 the Lax con -

SENIOR ADMINISTRATION OFFICTAL: Ohav, on che Lax Cul
itaell, which is fully paid for, we arsg locking at aspproximately -—- 1
maan, Decauss obviously thase numbors ot ssrubbed s little harg or
thgre -- put $80 billion approwimately with -

4 Guer five yearg ==

SEMICR ADMIRISTRATION QFFICIAL:  1t's over 3 L[ive-yéar
numbzer from %6 to 200G,

We pay for the tax gubls in Che jollowing mannoy.  LEL @e
just make clear the gontex: here hecause we are working on the fuller
budygar. We are still making gecisions with reyards vo the {uller
pudget, which will e presented in February. There are more
decisions to be made npext week with regards to that budger. This is
a plece of that budget that we're working with,

I don't want te give the impression that this is all of
the budger. fThis iz a pliece ¢of the budget that pays for the tax
cuts. The miesece that pays fof the tax cuts is the following., Its
rastruciuring ~- it's made up of two pleces. One is maijor
reastructuring in the followlng agencies: Energy, HUD, Department of

rangporeacion, G3A amnd the OFfiee of Personne! Manaasmen s
areza fov orascrucluaring lavolve manadonsne, v e ol g
R P TR L 1t consclidunion gr programs, prraa Lo
vrnin phese dlirorent dnparsmencs, oo oedra i by osome oo

Tiee 3 i3 l.TES sdw o ownsll

v i it

In Enargy, for exsmple, thaere's the elimination of
number ol programs.  Bug thers's 2150 the reducing of a lov of their
lavers of management and supervision., They do privatize as well,
' il give you an example -~ the privatization is the petroleunm
ragerva thal phey would move £6 Loy Lo privatize that.

in BUD, Heusing and Usrban Development, there is a
consolidsvion of the programs.  Secrstary Claneros hus davalopsd a
vary targe consolidavion of proursms, sy HUD oo Bast aliv jaous o
Douzing o8 well az goonomlie davalopment.,  ThOS: ara ivy Cwo qrops
LRed fes wenLs G FOGUS LI progrims.

Gepavoment of Transpostanion, the wame thing. is
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sume privatining of some of the programs there, plus tightening up on
management ay well ag the supervision levels there.

Q- Which programs would be privatized in
Transportation?

SENTOR ADMINISTRATION OF
that would be spun off 1z phe aly tra
thare are oihers, and T odon'towant o
parniculsrs.

FICIAL: There'’s only -- the ong
ffic control operation. Bui
get into all of the

i Brg o sy Baawd o slaIo 2 Lo e

SENIOR ADMINISTRATION QFFICEAL: HUD iz basically, what
I said -~ it's consolidation of theiy progeams inte funds that are
targeted &b housing, at econsmis development. T think there’'s a
gouple others.  But it really i35 major congollidation of programs.
What hoe's done and what he's racommendsd are 1o take whole areas
that pow invelve many different loan programs and trying Lo
aonsetidate those., Tt's a really dramatic proposal.

Q Just as an ‘example, how much is the 5PR and the ATC
worth i thev're sold off? What are your astimates here?

SENIOR ADMINISTRATION OFPEICIAL: Iouen's koow, ane DUl
LEY LD gen yeu that,

584 Is the same. We're prapsterring a lot of fhe
responsibilivies 1o GSA back to agencies and there’s some
privatizatian rhat goes in at G%A as well. And the same thing is
Crug for OPM where there's some training programs that are directed
brak to vhe agencies. But, nevertheless, there are some retirement
programs that continue Lo operate under OFM's control.

O How much i thal worth?

SENICOR ADMINISTRATION QOFFICIAL: All of that is worin
approximacaly 524 hillion.

Q Bvaryoiing vou ve discussed?

SENIOR ADMINISTRATION OFFICIAL: Everything I've iusy
giscussed with regards to the agencles -«

G How many people would lese thair jobs on thau?

i

SENIGOR ADMINISTRATICON QOFFICTAL: I can’'t give vou thak
gstimite right now.

Q are these numbears gver and above reinventing?

SEHTOR ADMINISTRAT

i
Baronn wWiai we 1 omean, wou qurren

tly saw i
TLE 1R o R g wmlTori an oresiLrulturing :
Tire L vt Dimgl v a4 looking at o Lng Sams LIing ;
s L0 oLher agenclies as wsll The Vics SR

whsn on Monday whep he revurns from Bussia,

Tha second piece 15 Lo oonlinug the dreezse -- io's a
by Ureesze on spending, for an additionsl LwWS vears., Right now
thare’s & hard irgess 6n disgrastionary spending that goes through
*HR. We would gonbinug the hard freeze on discretionar, spending flor
*hi angd Lhe yvear 2000, That prodeces 352 bDiilloen in savongs.  The
veistl of ¢hat is 876 billion, s6 we have at leasc 51n Diilion that we

>
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can use out of the amount right now to help us with regards to the
deficit that we're working on with a larger budget.

Those are the pieces that we're looking at, and, again,
[ suess -- one thing I would remind everybody of is that there is a
history here, obviously, for the President with regards to the
middle-income tax cut. It's something that he advocated three years.
The Vice President intreoduced, at one point, a major tax credit
proposal with regards to children. The President endorsed the
middle-class tax cut. The House passed it, and, as you may recall,
when the House passed it, every Republican House member but one voted
against that bill.

So it is a proposal that we've supported in the past;
it's something the President supports. He leszls he's bullding on

what he salready did with EITC and Lhat it is -- i1's consisvent with
tho poligies we've besn trying to put in place as Fresidentc.
) Why the cut-off at age 137 Why nol jusi have it

alt minor ¢hildren?

SENTOR ADMINISTRATION QFFICIAL: 1 think what he wanted
was to target kids in the 12-and-below area because those are really
where the costs, principal costs are with regards to caring for kids.

0 When do the tax cuts Lake effect? Do they take
eftect before the spending cuts?

SENICR ADMIWNISTRATION QFFICIAL: When do the tax cutis
take affece?

) Will they be retroactive January 1st? 1s that part
ol tne plan?

SENIOR ADMINISTRATION QFFICIAL: Neo, they'll start to
take: »ffect in January 1 of '96,

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

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

SENIGR ADMIMNISTRATION OFriCIsal: Til's scrreco.

0 §ir, 1: you don't have kids, you don't need any job
training, anci already bougnt your fFirst home, wnal's in it for vyou.

g You're screwed. {Laughter.;

bt

SENICR ADMINISTRATION OFFICIAL: think it's fair to
say if you want to save for your retirement, or if you want to save
for education,

1 You have no one o save Ior. il you're & single
DErSan ane You ownoa home --

SENTOR ADMIWISTRATION OFFICIAL:  And vou want Lo save
taal hauir rCellrement, you --

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

0 Why are you so much more spec:litic d4boul the tax
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cuLs than you arg about the details in spending cuts? Iz it becsuse
the datails of the spending cuts haven't been decided vet or becausse

SEXIOR AOMINIGTRATION OFFICIAL: Ho, Chey'vae fully oezen
decided, and whal we want te do is basically provide a more spagific
briefing with all of the Secretfaries invelved in these departmenis
thay would provide all of the particulars wien regards Lo Lhat.

£3 Al wihten s theit bejefina?

SENIOR ADMINISTRATION QFFICIAL: I mean, these decisions
have ell peen made. The Secretaries have a2ll made them, and they' re
preparing & briefing on that.

3 And when is that briefing golng to be? Today?
Tomor row?

SENIGE ADMIRISTRATION OFFICIAL: Ha' 1l provide soms of
the deiails tomoarrow, butbt the Vice President would like o presant
them on Mondoy when he rsburns from Russia. -

O But this iz all the details Lor pondohi, Lhough?
SEWIOR ADMIRISTRATION OFFICIAL:  Thal's ooriacs.

8 How, is Lhe $16 billion extra going to oeficic
reduction? .

SCEHIOR ADMIKNISTRATION OFFICIAL:  Thai's gorrest.

¥ Wny did you decide ayainsy sllminaving the Cabinsg
agencies or combine them?

SEMIQOR ADMINISTRATION OFFICIAL: .o b, 1 troiall e
hegatsa, frankly, we waren's doing this 100 show, we wire aping this
0 L Dasts 0 Lrying Lo make good policy duovisions abdul how we
LELDD Save money in each of thess agengies. Bagn ong of phess
agencies still have major functions that their ressponsibnie {or. For
example, the Department of Energy has all of the nuslesar clsanup
responsibilities. ‘That needs to be done. has to be dong.  Just o
simply move rhat to anather agency dosgn’t gave moneyr L s basigally
shifting blogks from ona place to anoinher.

I'L the Department of Tramspartaclion had Lthea
responsibility for thatp and we decided it was important Lo kesp iy
thers, In the Department of Transpareation fhaey have malor
respoensiiilitices with regards to safety. and we curht nat ta fusy
simply walk away [rom thoge or Loy Uo Crangtse Lham somepiags alss:
ey v that responsibility.,

same thing is vrue with regards te Lha Depsyrymany of
HUR,  Ang OPM has responsibility for bandling retirgment programg for
‘wrieral employess.  We would have to transfer that reasponsibilicy
somaplace else. 3¢ osur faaling was, lev's do the major restruciuring
Lral improvas gach of these departmants, but allow tham Uo oparata
Lins responsibilities that vhey really have jJurisgicsion owvar and nave

SEparyise i, That was Lie approach we Look.
X Teshnigally, whare do o you braasn niddls Lass?

SENIQR ADMINIBTRATION OFFICIALY ‘unt e secraul, 1
he poiny of D oyau dldny have children -« oy THiginmg i trom
S teh s STO0,000, {¢ allows a 1ol more people Lo oy an TRA Far
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thelr regirenent, bhub iy alse would sallow somebody current -~ aven
pasides that, the IRA would be allowed teo be used for catastrophic
madical expense, [or long-ierm unempisyment. And then also the
edecation -- the education deducrion could also be vsed for anybody
who loses their job and needs to go back For s gertified education
orogram.

S5z thepre are several ways thalb somebody in thatl
situaticn, who already had tneir f£lrst home and didn’f have youny
children weuld still penefiv, There's also being able 1o inslude
helping thelr children save {or vthese. S0 [ think 10 govary quite a
lot for working families.

] Whaere does whe middle class bhreak? Amd then, how
mach of (ke 560 billion goes to those palow thap wigddis clags break?

GENLIOR ADMINISTRATION QOFFICIAL: That's vour auestiaon,
flapobuar.;

Q Yo' re gaying Lhe top 1s $75,000, right? You' o
sayving the fop ig 37%,006, what's the bottom of the middle ¢lass and
how much goes 1o those below the bottom?

SEMIOR AOMINISTHATION CGFFICIAL: Well, the EITC 1§ &
program we've put in and that basically phases owr ar aboul $28,000.
All of chese will D asvasilable o pesple who are abuve nal lavel.

£ Be o vhay's ydur definiticr of who is eligible?
G 50 pasigally you'lre saving people halow 328,000

wont't benefily pewause they're aslready in that nagative »w

SENTIGR ADMINISTRATION OFFICIAL: They've got the EiTd,

s S0 evervhody above the BITC, the $%44 vax grediy
for kids under 127

SEMIOR ADMINISTRATION OFFICIAL: That will ool s woillebed ot Lzl e
i -

wive w2t phe BEITO. L will be ava

O The redzon tor the age Llimiv op kids ~~ iy {hars
oy dilterenssg in phat -- is there any reason for that amgd the reason
ahing the ingoms limits? I mean, aren't they bockh pasically
dasigned 1o desl with the amoent of meoney vou feel vou have
avaliaplie?

SEHIOE ADMINISTHATION OFFICIAL: Well, they basigally ave aimed ay --
again, the Presideny fely thav it was ieporiant oo taryey Lhe tax
credits on the [amilies (hat realliy have the s0st 20845 wWwith reaards
¢ than kevel. He geally wantegd L0 Lorand o oomt, Ao

' PLomary of the considsration ol thg o engl b
P whes youn Lhragol anvining,.  Obtherwlse gou's give o
oyl Bun UtRBY waES Ui maln resson.

Uikl

THE PRESS:  Thank you.

EMDS: 56 B.¥M. EET
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Tor imgpediare Release Levember 15, 1994

BACKGROUND BRIEFING
¢ BY
SENIOR ADMINISTRATION QFFICTAL
ON PRESIDENT'S SPEECH

Decamber 15, 1993
The West Wing

4155 PoM.OEST

SENIOR ADMINISTRATION QFFICIAL: The President is
pasically going to do mome plain talking with the pegople of the
Unived Sraves this evening. He basically wants to talk about what
whilyg country is about and 1{s sirengths. He also wanis 1o talk about
che challenges that are contronting 1¢. the prollems iwt arr faging
parcicutariy working families In the middie class in this countvry,

fle 2lisc wantg Lo indicare what staps e ix going Lo

veocpmRAnH Lo LTy Lo deal wilh the problems Lhar weriing lamilios ave
ot bd el haw IhE owetdler LIen Lo work wiUh Lg Jelerfere 0 alad s
hinys vene.  And then, lastly, he's also going o italh oDoUU sieps
that citizens have to take in order to really have (he American Dream
agang ailve agein for them. He lived the Amerigen Dream: he's going
v osay Lhat 1o the American people, and he wants others to helieve in
¢ agoaln as well.

With regard te the speciflics, the maln problems that are
FYuning woerking families right now are realiy threg In tsims of
Jinancial -- zough finanuial decisions: One, how 1D pay for the
gcication of vour children: swd, paying for raising & ohild, and
theee, saving for hasicaily first-nome purchasaes.

H

The stens that are beling recomrgrdaed pre the Yollowing:
fer. fBw'g dolng Lo recommend -- there are {ouy ideds Lo ine pronosal
sl nBe's recommending o ory oo nelp working Americans,  Ons L ghag
allege fulrion would he rax deductible. And he’s geoing to refar to
ke fafy Lhat singe & mortgage interest deduction is deductible
Duoausd wo owant peoplg Lo own homes, we ocught to make college coition
decpelible becauss we want paoples o go [o college.

&

£3 Unlimipad?

SEMIGE ADMINIETRATION OFFICIAL:  harre im o 3 == whas her's
Droonsing 1S inat wuition for collsce, wommuniys of, Db, DAL e
aghoolys pe tully asduntiole up €8 318,800 o vans: i
vyt HTRG,ON0G A vear,

Pt P rad Mo g

Che sasond récommendaticon iz thal be wanks 10 help
wikile~clens Tamilies raise thelr children -~
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i8] This doean’y inglude vocational sdugstion®

SEMNIGR ADMINISTRATION OFFICIAL: Yes, 1t dosgs.
Vocstional education and worker retrvaeining,

g So it's gollegw angd vogational edugstion?

SEMIOR AOMIRISTRATION OFFICIAL:  Tu'a collage, communiiy
coliegs, gruduats sgheols, prefessional sshools, vou-utl, worhkar
rerraiaing.,

Two, migodle cless families faising cheir children, =0 ha
wailL3 Lo oul Toxes for gRildren under 13 ~~ in othaer words, 17 and
under.  Angd chat tax credit would be available Lo any femily whose
income is less than 575,000 -~ isn*t :1p?

9] That's & tax credit?

SENIQR ADMINISTRATIOR CFFICIAL: That's a ohild tax

G Far ohilg?
0 Op to 250072
SERTOR ADMINISTRATION OFFICIAL:  Par ¢hild,

{ 8500 per child rax credit for families making
$75,0007

0 Or less,

SENTOR ADMINISTRATION QEFICIAL: Three, he agaln wants
to help middle-inceme families, so with regard to saving money he
wants to create savings incentives. MHe wants evary American Lo he
able to put 52,000 a year tax-tree in an (KA ard be able O -~ ~ran
withdraw that meney tax free for educacion, medioal expenses,
purchase of a first home.

Q any medical, or just catagtrophic?

SENTOR ADMINMISTRATION OFFICLAL: Catasirophig. Purghass
ef & tirs: home and the care of an slderly parent. And shen,
feurthly --

8 Angd thera's & cap 00 how much can be winhdrawns
withoul panaliy?

SENIOR ADMIMISTRATION OFFICIAL: 18 wher® & ap o0 .Cw
much oan b withdrawn?

0 Iz this avallable 1o evervbouy, or fusy 1o ogriain
Loy groupg?

SEHIOR ADMINTOTRATION OFFICIAL:  Familles up Lo
100,600, Inctivideals up te 379, 804

SENIOR ADMINISTRATION DOFFIQIAL:  Angd foprih, he
Bagieally wanis 10 qonselidave #1l of the differeny ¢raining proyrams
that rhe government now has ang provide & vouchey o laorove job
vraining i: somebody loses ghely job o wonte & haliss ong, 80 Lhat
we Degla o consalidnte (hese programs ag pary of 4

3 .

He pasically iz goloy Lo fLake vha Lioining orpyrapg =«
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Sacretary Relch is recommending conscelidation i the praining
programs == and trving to provide vouchers direcoly Lo lrslividuals
that want job training.

The proposals themselvas on the tax cut slde - Wg
@suimate the cost, and you've got to he -- it's approximace; it's
azout 560 billion for five years., Filve year cost, 3460 billiea. They
&re fully paid for in the package. And 1'1)1 go over that, hul avary
-- thare's nothing added to the deficiv. A8 a matter of fact, we
aciualily getr some additianal defigit reduetion in the package thau
wa'ee presenting.

The savings themszelves for the pay-yoes come [rom UWS
areas. One is major rescructuring of government agancies -- Lhe
foliowing sgengies:  Energy, UL, Depaciment of Transportation, GHA,
ang OPM. This is the bheginning of & progess -~ these are acrually
the firyst pive in agencies o go Lhrough this restructuring process.
Thay'i]l be -~ wWe're going (0 ash others Lo do the same.

2 iz this somgthing that would have happened anyway?

GLNIOR ADMINISTRATION OFFICIAL: Most of these were --we
wara asking nhen 1o 100k ay thelyr oporations o fggin with.,  But
wovicusly, i i3 something that Is part of the REGH effory, the
vestrecturing of apvernment effory.  Iu's basiceily Lsrgéfca at
mondagament restruckucing, conselidation of grograns, prava»z*;ﬁg of
some 0! the programs in these sgencissg. $8 wall as aliglanticg som:
of the programs that these agsncles hove,

For esampia, in Energy, we ars g¢linineting uome
nrograns.  They arg hasically reduning the lavers of manoyament:
tney've gob & ot of management angd supervislion lavers Lhere.  And
they're also going Lo be privatizing somgé of Lhée programs ot Energy.

At HUD, you're looking at mainly consolidation of
programs. Secretary Cismaroes iz recommending soms preuny draneiic
consolidation of programs so Chat they 26 targsied ar housing ond
aconomic davelopmant.  And Ghe same thing us fruae {or thesse cther
agencles.

So bhat's ong piede of iy, The secong ploga »0 Ll --

0 How axpensive?

SEHNIOR ADMINISTRATION QFFICIAL: Thaot place saves about
524 pillion.

The sacond plece is to continue & hard Freeze in

discretionary apanding through 2000, We currently have a hard freeze
in plaze shrough Fiscal Year ‘98 as pary of the $%00-billion deficit
spiEn Lo pooaran. He would grxiend Lhat harvd Ureeze forsoan

SURGIL LGHE. LW yeatrs, which ploks up $52 nillisn.  And yoo v SO
st endlLicnal Selindt ranuoiion o0 160 o7 ot

MNow, Fal #np MGEE J.al Shet ol e e THee oy iriiorn
Lhal r&lalad 0O IhE LHX C6LS ond hOw wa're Du}‘\j Iwr Lhe oM oguls.
We avs suill onot made all of our decisions wich regurn 0 rhe
sodurr, ang Jhase will be presented, obviously, in the e ter mud

lf'

HE LN
2 This iz $78 billion in Bavings?

SENTOR ADMINISTRATION QFFICIAL: This is §76 billion in
savings,
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¢ Al 30 the $40 billion will pay for the btax oul ==
SENTOR ADMINISTRATION OFFICIAL: Thai's gorrecth,

o and $16 billion will pay for additional delicgit
reduction.

SENTIOR ADMINISTRATION OFFICIAL: 1i heips us in the
deticilh picture. We're going Lo have Lo do more on the deficis
picture, and we're geing to be working through thoss degisions next
wWear.,

3 Now, 18 it falr vo say if you didn't have any Lax
cuts, you would have been able to save $76 billion in defieit
radustion?  {(Laughter. )

NIGR ADMINISTRATION OFFICIAL: | wani L0 g0 "dub.”

L
The angwer i ves,

lasaait

ft
I

ton}

If vou were to have dong his -~ wouln you havae

gdong this anvway?
SEMNIOR ADMIMISTRATION GFFICIAL:  Pardon me.

i Would you have done this anyway? I mean, the fax
cuLs.

SEHRION ARMINISTRATION OFFICIAL: Ho. (learliy, we wars
puskhinyg for maior rgstructoring in government programs,  Amnd Cha
addinional ireeze is someuhing we were gonsidering.

o Bre you
w can yet fnea thy broads

3

yain
S

k

LO AV AT e T 8. 36T I- 0t 13 Ihgn
£onne Bresiesty I8 seying.

Fi Tl
¥

o

&

SENTOR ADMINISTRATION OFFICIAL: Excerpts. We'ge
working on that.

0 Okay, because it's getting -- we're gegiing -
SEHIOR ADMINISTRATION OFFICIAL: I know.

BENIOR ADMINISTRATION OFFICIAL: We'we oob a summary of
what fomewliE ror & Family, a tour-person {family with 50,000 of wage
aegd salery ingome.  And, my colleague will walk Lhreouush Uhase
oA Y.

GENIGE ADMINISTRATION GFFICIAL:  These are exdmples ol
foure-serson family, 530,000 of wage and salary income, $7,500 of
fvemized deduntien and {our psrsonal exsmptions which add up Lo
$1G. 400 ‘

s That's current? Thai’s current glrgumsianee and
now PoRtre guing Lo go o the soenario is what weould happen to them
az o vesuly of these proposals?

HEMICR ADMINISTRATION Orri{ial: <dorvecs. O Case one,
poLn snlioren, Y2 or undsr, that means chey'rs going o ger 51,000
Vas o aratin, w8200 greditz - nhat’s o 21 parceny roeghiorion,

Bgrn onibdran ouer (D20 50 Tnayv om0 nY e s
crodii, bul they et educatlicnsl expenses in svoess oo $13, 004, so

Chay et che Full $16, 0006 deducuion.

noo e URES Ba BOYD

rir

m Hul that means Like thay'd hav

hii/vavee pub whitchousesoviuri-res/[2R270m:pd i Aoma.cop yov ausf L9941 2/1 5/ Jext

Paged ot/

11172001


http:ADM11"IS7RAT::.JN
http:conslden.ng

of if you can put your kid in private school or put your kig --
SENIQOR ADMINISTRATION GFFICIAL: for college,
o Bur thig is children over 12 aren't in cellégeA
SENTOR ADMINISTRATION CFFICIAL: No. This is just --
SENIOR ADMINISTRATION QFFICIAL: T0 you've 18, 19 --

& 2uy basically for pesople wilh voung Leenagers
hatween 12 and 1B unless they're in college, they doen'{ get anything.

SENIOR ADMIRISTRATION QFFICIAL: Mo, Look at case
chree. They can puit money in an IRA, can save {or college or for a
first home or whatever--

& 350,040 ~~ they can a1l do that on a $50,000
income. {laughter.} Okay.

SENIGR ADMINTETRATION OFFICIAL: I think phag the reason
why people, why it's hard for them to save (or the retirement is
bDecause thev re usually already saving 10y, ¥0OU Know, Liyiog Lo save
tor college or somegthing., 8o this makes 1t esceedimily #esigr I[or a
family who was frying o putr sway -~ 1 mgan, a ol ¢f pecpla making
820,000 are trying to put away some monsy for cthelr kids educatisn.
That would help any of thosne familliss.

¥ Ang than the ressop we did ochlldrzen 12 and vonder as
anposed o 1B and under ls bhogsuse mest of that wmonay, you figure,
needs 1o g0 for child care®

SENIOR ADMINISTRATION OFFICIAL:  Yes.

BEHIOR ADMIRISTRATION QGFFICIAL: <= targeied, you know,
the caring of kids an home.

@ Let ma ask a guéstlion., On the chird ching --52, 080
they can put into an IBA.  Right?

SENIOR ADMIMISTRATION OFFICIAL: Bight.

Q Par ¢hild?

SENIOR ADMINISTRATION QFFICIAL: o, It's just -- we've
o is Lhat tor anybody?

SENTOR ADMINISTRATION OFFIGIAL:  Anybody.

€ Anyiody with o ramlly incoms 0 5SS, W0k Lpu
1;$;xzaua'3 ar 70,0007

BEMTOR ADMINISTRATIGN OFFICIAL:  FRigho.

o 8o this third thing over herg, where you're saying
HEOUL =

SENIOR ADMINISTEATION OFFICIAL: It gould ba either --
you wan e:ihéey have ohildren or it could be & family with no children
-~ uhar third exampls.

BENTOR ADMINISTRATION OFFICIAL:  Hight now, an TRA, ynou
snpiy oub HS.000 o 1) vour bogome 13 ouap 1o SO 0T0, paing ap s
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542, 00C, but you cen only uses it for retlremeny., [ you Lake it oul
before 59-1/2, vou face 3 panaliy. This does twe good things for
middle-class families. QOne, instead of being 540,000 as the limit,
it ralses it significantiy to simost 3100,000, so it includes a lot
more middle-cliass families. Secondly, it has a whole sthar category
besides retirement that you can téake it out penalty-free for.

G Bui the maxismum contributien is still $Z,44067
SENICR ADMINTETRATION OFFICIAL: That's correci.

0nr For vha family 0; for the individual

SEHTIOR ADMTMISTRATION OFMICIAL: P chee Indiwicdyal

Q Ahet governmenl services, ons o WG, oi Ih2 Lop

ones Lhay Americons enjoy are golng to privatized? What services the
pecple would recognize are on the privatization lisi?

SEHIOR ADMINISTRATION OFFICIAL: Well, let me give you
just ong example which would be that, for example, the petroleounm
raeserve that curwaﬁtl& ig ungder vhe Energy Department's Lontrol
That's baeing sagg&stsd for privatizing. ,

2 I omean, what would that mean? It would just be
o ivolely manayed?

SERTOR ADMINISTRATION OFFILIAL:  Yas
0 “HuL tne govermment would soill own e i1, rlghu?

SENIOR ADMINISTRATION OFFICIAL:  The governaent oould
still have acgses Lo the oll, bt the -- it would bhasically be
operated in & private secuoey bBasis. In other words, the privats
sechtor would basically manage the field., ¥We would still have the
ability teo gel access and draw from lr.  But right now we're running
that whole gperatlon sut theare.

Iy) Nothing far-resching like zir prafeoio sonvrol ov
L Detinna! Woalher Serviose gr --

BENIOR ADMIATSTRATION QFFICIAL: T RIS
wielre Tuoking &t & Series o Lhose uroposals, ang oo -y
w2 wanin Lo dn is basically provide a more in-copin e H S B
thatl whan we get into the particular departments.

0 g this tomorrow we're talking about gr =--

5

ENIDR ADMINISTRATION OFFICIAL: I think some of Lo wilil
e Tomorrow. A lon

of it Wlli e over the weekand.
A Guer the weekend?

SEHIGR ADMIKISTRATION QFFICIAL:  Probably Monday is when
una

wi owent L0 o oo omader wrigilog on all of un Q;a*g;ex;ﬁ, % Wil oag
== i owzan, ohw Viow ?r§$iaena‘s izach then row b oA E G
be able 1o pnrovide & fuller briefing on rLhe fLSxi\QLhtG

0 Bur would thaet ¢o beyond monles needed o cover
this $76 billion

SENTOR ADMINISTEATION OFFICIAL: I ¢hink 273 malnly

Ucinadg Lo e Lhe ressructucing chers plus some of yhe sadivionsgl stuf
Lhay wani to do with regards te other depariments,
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Q When was the final package finalized, crossing the
Tast, t's amd dotting the final {'s, numbers for all of this?®

SEHLQR ADMINISTRATION OFFICIAL:  The decisions by the
Pregigent were basically concluded vesterday.

< Yesterday morning?

SERICR ADMINISTRATION QFFICIAL:  Yes, on the bax places
ang the numbars, obvicusly, were worked chrough today.

] A1l the detalls on the 100,000 -
THE PRESS:  Thank vou.

EROS:IC BoM ERT
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release December 16, 1994

PRESS BRIEFING
By
SECRETARY OF LARBCR BOE RLEICH,
SECRETARY OF TREASURY LLOYD RENTSE
SECRETARY OF EBRUCATION RICHARD FILEY,
AND CHIEF OF STAFF LEON PANETTA

The Briefing Room
11:18 A.M. EST

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

Secretary Bentsen will discuss the President's tax
propesals, and Secretaries Reich and Riley will describe the
President's ftraining and education initiatives. ©On Monday, the Vice
President will provide greater details on the dramatic relorms that
the President is proposing for major departments and agencies, not
only those that are being used for paying for the tax cuts, but the
breader proposals that will affect other agencies and departmenzs.

Last night the President really wit areas ~ror vha Sagrs
cdirsctly wo America's working lamilies aboun 0 L0 oo ar 0 g
N hopes tor the future.  As many of you RlowW, vty wWas Lou., his
sraagh. This was a speech that he essentially dicrated into a cape

s2li.  We useo that to basically then prepare & {inal speech,

wrich he then reworked for the address that he gave. 5o this truly
was his speech, his words, and he very much wanted to communicate his
convictions to the American people. And he is deeply gratified by
the reaction that has come into the White House as a result ot the
speech,

0 What has .that been?

MR. PANETTA: 1It's been very good, been very jood.

e President has said thers Is moze i Sesr o Gnad
unines ws Lhan alvides us; we neszd to bring the gounury cogather and
we o ocanr'it o lel the volces of anger drown out the need VYor iddialogue
amona all peoeple. And he feels that, I think, very deeply.

The President’'s Middle Class Bill of Rights is targeted
fundamential needs and concerns o! iddle-income worsing
. We'wve said the biggest financial strains that face working
in this country 1is how do they pay for the education for
irern, how do they may for raising their children, buying & Jirst
paying ror the kind of catastrophic illness that San asfe st
tamily.  Those are the real needs jacing woranlnog Tamdlies, and
(¢ Lthose needs that the Presigent adadroessed ~c o000 .

who
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The President has besan saving {or thres yeers insi the
tax aods is unfalr to middle-Income Amzrigsns and that they nzeded to
have & btax fub o help chem mass Lheiy families newds. The first
st came Last yvear, &5 he pointed oul, with Lhe earned income [ax
cradiy for 1% million families. That propoaal was enacted as pary of
the economic plan. This proposal complerss Lhe fulflilliment of the
promizge thut the President has made.

These propesals are felly peid for by reducing
govarsment and cutting spending. Theyv're targeted at middle-lincoms
working - miiiés, and {rankly, thes Republicans, in contrast, have yev
be say how thelir proposals are psid for.,  Some ol them approadhing
almost 5300 illion in promisss, and chey provide encrmous and
unnegded benelits Lo those at the uppesr-ircome orackeis.

Theg tax cut, as | 8$aild, 1 fully pold Jor by che

Pragidont s efforoe to reinvent government by masing Yt smaller and
o wifeorive,  We've slready reduced federal emplovment in the
government oy 272,400, the lowest level in M vears.

Ty steps we are now taking make radical reforms in
three departments and two agenties, and yvhat is just the beginning.
The President hap direcied the Vige Prusident to review the othar
deparvments angd sgencies, a3 wsell as o find 3»w£i-0?a} savings agnd
reforms . %We intend fo continue tThap effory to veguce ths darficit and
maie government smaller and more efflcient.  Tha bL?;ﬂgS we are using
to pay for fhe tax quis are spoeciiic and real.

Am you know, there i1s 524 Dillicr in =2avings Irom .
retforms 1 bhe Departments ¢f Eneryy, Housing P Uripan Development,
arel Transoortacion, as weall as the General Serviges Adulnlstrasion

aind vhe QLfice of Persoonel Management. In addivign., by sxtending
the hard freeze on discrevionary spending for two additional vears in
Lhg SHD0-bitlion deficit reduction paﬁ?agﬁ bhat wg enacted, there was

a Yrzezs on discerestionary qPﬂncxW} for fivsg yaars, bhagiod s holding
spemnding st the "9 lewvels for 94, 85, "84, 87 and 788,

W are extending Lhal hargd fvesse on discretionary
sperding for YU%% and the vesr 2000, They progiuces, in and of
irsell, 397 Ditlien in savings. We will sp&”<‘ a% we have alwavs
had o spaolfy whge v somes £o whay Ringd of hac ezac;iy hesw
gnose savings will be vyb;e”ed nuadisy we Lhe

3 i by,
AT 4 |~ R

g4 nhat

Dowould vvge you ~= T would vege czu Lo nold the

Repullican proposals o bhe same kind of test thal we have met in the .
proposals Lhat the President has presented. Are they targeced to the
middie clags?  Are they targested teo working famiiies W uhl counnpy?

i P«y &ully aag honescly pard {or 5o char Lhe deliciy doss nou

: Eal Teats we workad on chess 1 PR

& Wia we gor ST00 miltlion L
akwe?axai gbah naching be done here oo
they mesy yhoss vesrs §oehink we will he abl

113 e able 1o assisy the middle glzss ang
g forward.

e oenm, lagiies and gEntiomen, s RLo B Pk
nis e oboul ohe Americsn Dream. He fsels he nas livoed the
Dresm: e wants Lo aka sure that othars hallgve 1¢ again for

chemsslves and for chelrn children.

Let me lnvroduce Secretary Bentsen.,

hiipwww pubowhitchouse. gov/uri-res/ 2R YamepdizZomacop gov us/ L 994712716/ 1ext) 1112000


http:pro;:::::.sz.ls

SECRETARY BENTEER: Thank yvou very much. Good morning.
During the last two vears ong of my primary obiectives has been to
support the President in ocuitiag that deficit, and we have cot it by
S8 million over those (wd years, And we're not going to spend ong
cent of that; we're nob golng Bo ler that be turned back., 1 sat
through thosg long sessicens a3 w? made the fough cholges as Lo whers
we'rae geing to makg thoge culs, angd we gannot ses & siygation whers
W osce foortorn to semebnhing Lhat L3 rosy scenarios. We maw Lhai in
TORT, gl owe maw & situation where the deficit -~ 17 you conld do
away wivh Lhe ingreess in the deficiy from 1987 co 1992 and 1hg
interest we paid on that, we woulyd have had a balanved buddger ang in
Lhis coming fiscal year, wouled have 3 350 hilllen surplus. Ang 1
ingist thal wa continue on than, and the Prasident is stirongly for
it.

Lat me say this, that in this proposal we'ye making we
ger spreific in where Lhose CGULs are gelng to be made. Az we look ay
what wa're sveing from some of the others and some «i the Rapublican
groposals, some oY those ingreass that deficiv and i{nocr
subsrantially.

™

the Prasident had the right priority twe years ago when
ne starved with g defigly reduglion. And hecause we are ahead of
schedyle in ouy progress on Lnat, because we have been able o
downsize this governmgnt and are going to continge to do cthat, he is
now ready te fulfill his promise on a2 middie-income tawx cut. He g
alusg ready po fulfill ¢he promise, the specific child cax grediv, and
now et fhe vaxgavers benefit from what we've baen able to
acesmplish.

What you hasrd last night wera proposals (et have long
braeen Memocratic 5ros TRaAs -- T worked oo [RA® oam Che ray 1
wepnl Lo tha Unitad Bapsts. 0 41
expanced 1o Lo nonworking spooses.  In 1021w loordesed dhe bmouny
chat vould be conbribaved ve $2,000.  And we (vied onher thingy
gl onne vears,  YOow Look 20 fhe Presideni's IRA prapnsal. it is
vary gimilar ©o the one in H.E. 11 chat had the Benuszsn-Roth [RA
propesal in L0, It passed both the House and Lhe Henace wiih &
majorivy supporting in ~- bipartisan -- burt it was vetosd by
Prasident Bush,

i PR : £ . LIRS
-SRI TE o . : ¥irt

L

aEaT

Gr take the tax credits for children. Vice President
Gore and § propesed such things in 1922, and Prasident Bush veloed
. President Ulinteon promised Lhat in his campaign, and we have now
reached the polny in figeal vesponsibnility whare we wan do bi aned wae
can pay feor Ly
O che education prepesal, bes me shaw vou a chary. Let
me show you che drag on families insofar as payving {or college
ethrselionr. Ie BB, 1{ rvhey weny Lo a public zellage, 1L was 1}
paivens of chelyr ingome. [f ohney went £o a private college it was 26
pergang. In 18282 i1y has gons up o 13 percent in a public oollege,
ang 48 pergent 1f they're going (o a2 private coellege. They just
ganty bhump ohat, siddle-income folks.  And that's whal we'ye
sepvioing oy ie assisting In onis educavional proposal, Lhat you gog
S0, 000 dadugiion tor gxpenges, 5% much og thay, in golng 1o

it begs.

redl e s lad ber oy
in Whig regors, I Lhi snéve &
tamilies, under (Re Prazident's prons: :
penple making ingones under S16G, 002, VIVE aadl mat Yawh. 48
tesgtevers 0D TR aoes Lo thas. Now, who do v inink s frwing 12 taks

Paofpriip heleag

¥ ’ *

t : .
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care of middle-income families?

You've heard this, but I want to repeat it. The one
thing we don't want to see done is what happened in 1981 with the
overly optimistic assumptions taking place that ended up in a bidding
war, a great big competition to see who could cut taxes the most and
not pay for it -- the present of the Congress in '8l. We cannot and
we will not let that happen.

So this i1s where we're talking about having a
responsible program, a paid-for program, and not one penny of
increase in that deficit, We've learned that lesson., We've come too
far in this budget delicit cutring to let the nexL Congross turn back
and start cooking the books. The President wants tc make things falr
without cooking those books, and that's the way to do it.

I'd like to turn now to Secretary Reich, who is showing
his great interest and his strong feeling about educatien and
training, and what's being done in this to take care of it.

SECRETARY REICH: Well, thank you very much, Mr.
Suvratary.  Let me just say that the Secretary has indicated two
mhder areas of contrasts between the President's plan and what the
Kepublicans have so rfar put up. That is, one, {iscal responsibility

~=- wa're rtalking about how it's paid for; they aren't. And number
two, who comes firsy. We'rvre talking about worhing necple comino
firsc.

Bur there is a third point of contrast. It has to do
with education and job training. It has to do with the way in which
working people in this country ¢an really get ahead. There's a great
gap in this country right now, and it's a growing gap. You all know
ity everybody knows it now, TIt's related Lo aducatieon. It's a wage
gap and a benefit gap that is growing. If you have good ecucaticn
and good training, you're not guaranteed a good job, but you have a
good shot at a good job. I[If you don't have adequate education and
Lraining, you're on a downward escalator.

This nas been going on for 15 years. This is why the
President, when he was governor oI Arkansas, made eaucation the
centerpiece of his stratagy as governor, took on a lot of special
interasts, This is why this President, when he came Lo oifice, made
wrdization and job training and human resource development the
centerpiece of his campaign; wanting to do a lot, couldn't do guite
a5 much as he wanted because of that huge debt that we inherited,.

Brother Riley and I and the President have accomplished
4 0L over the last two years. There has been a lot of bipartisan
=upper . tor eddcatlon and job training. A lot of Americans don't
know the *hings we accomplished because it was bipariisan and beuause

b.uartlicansnip doesn't anke such & good speclatcr snori.  Bul a .ol

was uonz2, and a lot will be done.

Lav me just reter, iI I may, to titis chaert over here.
This chart refars o the gap that { referred to & moment ago -- Lhe
qrowing gap in wagas.  vhen people who have college degroaess and
pudie wito have less than high school -- these are men over heve;
these are woman over here -- you can see that one of the big sucgess
swories since 1979 has been women who have college degrees, bhut Lhey
suill have a lot ve gcateh up with regard Lo men’

The point is, though, that this gap is urowing wider and

wivizr . li's one of the most impeortant, mosk troubling ractors behind
he nollewing see ¢f the American middle class.,  fv s vitally
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important that we give every working American the tools with which to
prosper in this very different economy -- based on technolegy, based
on global trade. And that's why a major part of the President's
propesals -- a major part -- is a deduction oif up Lo $10,000 a year
for families to get education and training and job training and
continuous training.

It's not just education for the kid, iv's continuous
upgrading. Even if you don't have a child in college, you want some
additional training. You want to take some time, get some additional
tratning. You can do that on the job; up to 510,000 deduction.
That's why the President emphasized the importance of taking the grab
bag of federal adult job-training programs we have now and basically
getting rid eof them, turning them into skill grants that could be
given directly to people so they can make chelces, informed cholices,
with good information about the kind of skills they need, the kind of
training they need, when and where they need it.

That's why the IRAR also permits deductions for
education. This is a major ecducation and training initiative. This
is not just a tax cut. This is an investment in the future
prosperity of working Americans.

Now, contrast this with what the Republicans are talking

about. The Republicans have not dictated -- not indicated with any
specificity what they want to do to pay for all the tax cuts they are
talking about. The few indications they've given -- and I'm guoting
now -- few indications -- they've not talked about now they're going
Lo pay, but a couple of things they have menticoned: they want Lo cut
student loans by §9.56 billion. Right now, becausz ¢ the studeni
toan program == right now, if you're qguing we ooalen o0 L ved're

getting training, you don't have to pay, you qei nasicaliy an
interesi free loan during the time that you're in school. They wantc
Le ust ria-of that -- $9.56 billion they want o Law2 away frem
scudens loans.

They want to cut job training by $7.56 2illion over five
years. Now, who is in favor here of helping working Americans get
ahead? &And 1°'11 tell you, education and training, this is the proof
of the pudding. Look at that premium that comes with education and
training -- o guarantee you're going to get a great job, but i you
don't have adequate educabion and training, you're in trouble in this
Lechnologilcal, global economy.

The Presicent is dedicated to dolny sonsihing arout
this, and so is the person I'm about to introduce, oy friend and
partner, Secretary Dick Riley.

SECRETARY RILEY: Thank you, Bob.

Education -- education is the future of this country. |1
ink all Americans realize that. [ think that we resaslize it for
average Americans, for middle-income Americans: il really is Lhe
Toundavien for their economic security.  Fducation snhould bhe
Nonarnisan., Support of educacion should be oul or Lhe partisan
Lssyle, ana that's whdt we have tried (o do since we've been harae.
ucazion elteris have baen hipgr-irar,

This proposal o Presicent Clinion 0 70 Taim e s
en more contro!l and more skills o enabines Llvam L
il ris naw, complex =conomy. Jt's thais way 2o raally reach
! rican Dream, as the President has said. T othink whe
President's message is glear, it's basic, it's concrete, and it is
stmply this -- tnat for average Americans, for every “id ol average
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Americans, they are entitled to the best education possible. This
propesal says that in its entirety.

From the child tax credit, all of our emphasis on
families and parent inveolvement with children in terms of their
cducation for average Americans -- for middle-income Americans, this
tax credit for people with small children will be a tremendous help
to them in terms of what they're able to do with their children in
that regard.

The education tax credit is so clear:; such an incentive
and a help for middle-income Americans to be able to arltord and to
justity the savings of their expense for college.

The IRA's was discussed -- expanded to clearly make it
30 attractive lfor, again, savings for use of funds for family
egucation for middle-class Americans.

All of these programs -- all of them, are pro-education;
they' e lmportant. It is taking a major policy, « Lax cut for middle
America, and having it drive a very important poiizy: suopport of
guality aducation, of advance in educaticn and ! - rainin: Voo
middle-income Americans. .

I want to ask every parent in Amerite to sit down at the
kitchen table this weekend, look through the President's proposal,
think about your future, think of the complexities of the times, and
think how you fit in and see exactly what it does ro you as a family
of a working-class family in this great country.

8] I have a gquestion for any of you. Do you believe
i1 the results of the elections last month had not beaen different,
chat the results of the election last month, if the Democrats had
ragained or retained contrel of both Houses, vyou would be here today
announcing this middle class tax cut?

SECRCETARY RILEY: I think we would b nere announcing a
strong education program and a middle ¢lass tax cut. | think all
Alnericans expressed themselveg in the election ang as the President
said, certainly it showed to him that a let of theose strains, those
ditficulties that he had been talking about and concerned about, that
they were, vyes, even worse. So I think it die¢ cause the President to
hone in on this issue.

SECRETARY BENTSEWN: Let me further suoplement that by
saving she President has stated over and over thay ha hed a four-year
gprogram, antd he was going to go through these Poments and fuifil:
Lhiam, as wWe vouid alfford Liem anit as we olade DeenaWay bnocuroing
chat deliely. S0 it nes been a planned provpe sl 0, oo s vl LI
Lne buagetr limitavions,

O Why are none of these hreaks alnzd at parents wich
teenage children who aren't in college? It sort of stops bhecween 13
and when they go to college. Do you not feel that those families are
suffering the same kinds of difficulties making ends nmeet?

SECRETARY BENTSEN: I'll be very candid with you: We
did what we could afford, and stay within our budget Limitations, and

sep that nvery cent was paid for., 1 would nol be standing here i 1]
natl non been convineed or that. '

0 Cun you say why the parvicuiar dap.rydones and
vguneies arce beinqg targeted? And whail are yvou i 4 o 0 provear.

OSHA ana all the safety regulation Ltnal have proteciadd Anericans
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through the vesrs? Seciuse they seem Lo be very targeted these days.
Bre you going to let it all go down the drain?

EORETARY RETCH:  #Well, leb me¢ reassure you, and let me
reassure evory working American: e arg nol golng to compromisa the
saieiy or the health of working people. We're going to fight, If
Republicans wanit £o Uaks away the protections, they're going to have
a majer fight on thely bands.

i Zscretery Renisen, you %ay thaty the President had
Inurevant progrom.  Bul the restrugiuring ¢ould have taken plags
hafpre now, Lhe gxmvension of che hard {reaeps J1n disgregionary
spanding could have been pur into 2ifegy beiore now. 17 all this is
80 oo, why did iu vake you so long (o come uy wWith this?

SECRETARY BENTSEN: Why doas i take us so long when
we vz been able to mboke an $87-hlllion qut? We've made enormous
prgq“a&s, we i we gob you Lo a situation where you have the smallest
num sar of governmant employees as relatad Lo the osverall employmaent
of the copuntry thab youive had in about 30 years. It is a
progression bhat has been taking plate, ongd & tough one.  We Iought
that bpodgei through and won it By oneg wyoete., We had the GATT Lo take
cara of, we hagd NAFPTA to take care of. We have séen a crestlion of
iohs ¢f pvar five millicon. 1 think wa've done pretty good.

BECRETARY REICH: 1f I may just atid one thing. Thers's
A trany herg: a8 De sondid about L. The Rapurlicans, over 14
vaard, weant Prom & debl oof §1.L nrillion Lo 84 Parian. Fluay
aMpanded the debt Lo 8 way that no edminisiracion, 0 52U
adminiabrat ions have sver expandad ik,

Foo

Hi
2

s

>

Poday, 28 cents of évery dollar that Americans pay in
personal income tax goes to paying the intersst on the lebt
acecumulared over the last twp administracions. We had no chance. We
have gol Lo gel pur economic houke in order as a first priority.

Q Socme 2conomists have suggested thal & Lax gub at
thig poiny would e bad for the ecenamy. They raise fears chat i
cpuid evarnsay cne economy, raise inflation, prompt the fad Lo
incresasas vouas. OO soonomists %3y {he Lay braav 15 80 smail, Lhas
Lax Cuil o vs @G ommall
oy Lhg othay.  #Bhat

he

won 'L RBav® any ULl L1 10 ANy W00 W,

vour take on Lhis, wmig?
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SECRETARY BENTSEN: My takg on ic is i we didn'i pay
for thisg, those economists thab say that vou would take iy away from
the people by an lncreasse of interegst rates are absolutely righy.
Aand thar’'s why we fought so hapd ©o seg thar it was pald for 1o Lhe
penny.  And chas has been accomplished,

Now, under the other proposal, some ol Lhose that are
et opacd ror, Lo owill add to thal defieic. ‘They will do jusl what
Chese demilomlsts are concarned aboud.
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Chan you're going give cham 28~percena cuy g their income Lax,
afmiz Loy L0 say that is nmov significeni? § musL 8ey wnal o want o
compl bment those people that are making 30 mugh money they don’t
think iyu's significany. But you bal¥ o someoneg ahout a $10G00 wut,
st phen s muaaingful
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3 1o ocder o pay for tnls, vou will hove Lo ohangs
Free ttuen taw, s Lha: nat correct?
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SECRETARY BENTSEN: No, we will not. HNo, no.
0 But you're using discretionary spending --

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

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

SECRETARY BENTSEN: No. We will go to the specifics of
it, and the Vice President will get into those specifics on Monday.
el we ‘ollowed the budget laws and we pay for it each and every

Q Secretary Bentsen, caplital gains did nol make the
cul, last night. Does that mean tChe administranion wourd rule ourn
acceplting some capital gains cut that might be passad by vhe
Republican-controlled Congress?

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

) 0 Mr. Secretary, the President said last night he
~hallenaed Lthe Congress to pass this program without new cuts in
Segial Security or Medicare entitlements, but there were some culs in

'93 rhat are, 1 think, supposed tc sunset around 1998 or something

like that. Would he rule out continuing in torce previously made
cuts -- wouled he count those as new cuts, or would those be old cuts

made new again?

SECRETARY BENTSEN: Well, 1 think we’ll get into the
specifics of that. Yopu're talking about a continuation of some of
those, and you have quite a number of them. Let me give you an

gxample. You'wve got —- like R&E, for example, those types of things
-~ Lhose decisions we're making, but nob ready to comment on at this
Lime.

o facretary Reich, would you talk about the [RAg, and

oen efing the same Lrick that the Republlioan contract does in
ragniLotting U, tnerefore pushing the rost ul Heyvond he {ilve years?

N

SECKETARY BENTSEN: We're aoling wiar - hey o noin uoling,
You 3e2e, uvhey're backleoading it and insisting ii has o bhe rlone that

way. We're doing where you can take a deduction on Lne lront end, O
yOu can put your money in without a deducticon and vake it cut tax-
free as you take it ocut. We give people the option -- one or the

other. Thay do not do that.

0 Would you be willing to give an esltimate ol what
whe oLoss wil: e for the next five years?

SECRETARY BEMNTSEN: ©Ch, yes. At this point, no --that's
wiare Lhe Vice Presiceni is vetting into those detalls. Bul we
opviously have tnat estimate and Digured iy in.

0 Could you tell us a livtle bit abour ihe job
training changes in the voucher system?
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SECREYTARY REICH: Yes., ®ith regard to d¢b training, our

proposal is o take all the adult Job tralning programs and

essentially get rid of them end substitute instead & school grant, so

that individuals »- just like the Pell grants, modeled very ¢losely
afver the very suscessiul Pell grant program -- so individuals who
have lost thelr bdob, individuals who are dlisadvantaged, individuals
whey cannot take advantage of the fax 800 stiens begause they don't
hawve adeguats income, ¢an geb the tralining apd the sducation uhay
meradd, whan Uhey nesxd 0. They oan exeralss vensmumer ohod

We alse ar:e goling 4o give tham gu.r Lol rgation «= ane-
sLop shopping -~ geood information about where the jobs ave, what ths
jobg are, what training is required, and reguire that every
institution that pzovides job training puts into this date bank
information about Lhelir success at job placement, so individuals can
make informed cholces,

0 Why San't you give us the cost estimave, Secretary
Bentsen, of the IRA program now, and whit 1t would be Fully phased

in? why aren’t the American people entitled to those ~-understanding

what those costs are?

SECRETARY BENTSEH: Well, shey'ra aoing oo have thag,
ang that will be stated, ! maid swhat ocarlier. Ao hay wiotl e oon
Momday ~- on Monaay a5 we 0 inug rhe aetells Ll wndid Lfiy SaTings
are and what cthe cosks are.

0 Do vou know, sir, whay Uhey are®

SECRETARY BENTEEN: Of course. [ know. &l mu tell you,
wa wanl inbo each of ghesa, or bowouldn’i be up hors = g vnina ohils.

s Whay abour long-verm deficly reduction, 3ir?  wWhal
abguy lena-term delicit redustion: Your own projectlon: ghow fhe
dalisiy turning up as the decade progresses.  is She President guilld
aepuniiiad Lo gerling rid of ihe delleil entiraiy = will we gvar

’ xow
P L
Fa o P +

Fed
sude o packsge rom him o gy vid of the delicil aroirely:

SECRETARY BENTSEM:  As we progresg. vou'll sse furtner
ihings done. One of those thiogs wiil ha obwiously in health Care
cogus ~- in heslth care cost concainment, and you'll see additional
gavings coming aboub. And you're going Lo sar song reduostion of the
gaficiy in addition o what we've done, and talking sbout educational
gnhancement, and talking about the IRA, and talking about the child
credit; addictional wmonay above the $530-some billion that we're
palking abous on the cap on discretionary spending, and addicional on
reipventing govarnment.

:v}

YECRETARY REICH: May I just say one ohing? %Yhen the
ar2 ask¥ed Lo compare what the Republiasng some up
phiis President nes announcad ang wiw ne i cemmivtes 10
: ,Qjﬁ ger ai least three issulg:  tee, PRSI0 B
honont, wee's ia voing o actually pay Lot ohgsa . ant phese
Prvasimenls: Lwd, who 18 putidng working people PLosyr g pheas, who
Sares mosy anouy @lving people the wducolion and wraining, amd ohe
vaels to get ahead,

Q What happenad to putting politios Yast? We've
sprant the tast 30 minupes hﬁrﬂ arguing about what s wmrong wilh Lha
punticans, and Becretary Reich, vou just talled aboul who ¢arss
mest . tsn'n tnat purting policvics ahead of economios in {his case?

SECRETARY REICH: Working people in Aperigan have
brvrs b o crgrmpagly Fron The progress waeTve owarle fooani v ing the
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deficit down. There sre more than five million new fobs, most of
them good jobs.  Huil we have to keep fighting, and keep Ulghting
harder. Une message of this slection was that 1t s not eacugh -
poepie ars hurrting ocub theres, paople want more, Lhey deserve more.
We're goling Lo ralse wages, we are hol golng to stop Flghting until
warking peonls have a berter positlon ia Americs and thals fortunesg
are better in Amasyrics.
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THE PRESS: Thank you,

ERMDIO: 32 B M.
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THE WHITE HOUSE
WASMINGTO R

Fcbwz?ry 26, 1995

MEMORANDUM TO LEON PANETTA, HAROLD ICKES, ERSKINE BOWLES,

FROM:

GEORGE STEPHANOPOULOS, MARCIA HALE, ALEXIS
HERMAN, BILLY WEBSTER, MARK GEARAN, DOUG
SOSNICK, KITTY HIGGINS

Gene Sperling

SUBJECT: SAVE 1 MILLION SUMMER JOBS DAY

PROPOSAL: I would tike 10 recommend a Presidential event as soon as possible on the
Republican proposal to eliminate summer jobs program for the summer of 1995 and the
summer of 1996. Over 615,00 jobs would be lost cach summer, meaning a total loss of 1.2
million summer job opportunitics. The event | am proposing would be 3 day of mayoral
press conferences with a Presidential conference cail to several mavors and business leaders
in different ciries.

RATIONALE: There are five main reasons why [ think this is a particularly good hit.

1. Clarity on Anti~Youth Cuts: Republicans will be seeking to blur their war on
childrets by speaking about administrative savings through block grants and places
where they will claiming to be only slowing the mte of growth when they are in fact
cutting benefits for children. Since the summer jobs aut is a stark cut —— even an
climination — it will help to fm’tzfy our arguments in the other areas that there are
real cuts going on.

2. How is 1 million Fewer Jobs Part of s Republican Pro-Work and
Responsibility Message?: Republicans will want 1o establish that they are the most
pro-work party, yet here they will be showing that a complete disregard to a program
that gives prople nothing except work. Average Americans and experis will both find
giving young people work over idleness as a good response to crime and welfare. The
suggestion that Republicans are proposing having 615,000 young people each summer
go from work to idleness will not be well-received nor seen as pro-work. Also, this
will show Democrats standing up for private sector jobs ~- not another gevcmmcnt
services program.

3. Natiooal and Regional Hit: With a major effort for a "Save 1 million Summer
Iobs Day,” we can make this a national story while also generating numerous regional
and local stories, While the cities we may get to join may not be where the key
Republican appropriators are at (though targeting them would be good), that should



not be our sole or even primary purpose in doing such an event. Rather this should be
Seen as a strong opportunity to use this issue to define the differences between the two
parties. DOL has already done @ state~by-state and even ¢ily by city analysis of
where the lost surnmer jobs would be.

4. Heavy Staff Lift, But Low Presidential Time: Organizing this may zak'c
considerable work from Marcia's shop and others, but the President could still do this
from here if he went for the conference call hook-up strategy.

5. Good Business-Administration Effort: There will clearly be participating
businesses that will be upset by this cut, and would be able to join with the local
mayors in protesting this rescission.

This is a good hit, Good policy, good poilitics.  Let's do it
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THE WHITE HOUSE
WASHINGTON

June 12, 1995
MEMORANDUM FOR CAROL RASCO -
ALICE RIVLIN
LAURA TYSON
FROM: - PAUL DIMOND “,Zfﬂ
SUBJECT: G.I. BILL FOR AMERICA'S WORKERS
CC: GENE SPERLING; KEN APFEL; JEREMY BENAMI

This memo summarizes {1} the main principles of the President’s proposal; (2) the curremt
status of House and Senate action on these main principles; and (3) possible approaches to
overcoming the roadblocks to enacting these principles in this Congress. To date, following
regular consultation with Ken Apfel and me, the Departments and Sccretaries have carried the
Administration's case on the Hili. Mark~up of a very problematic draft bill is scheduled for
as carly as Wednesday in the Senate Labor Committee.  As set forth below in JHB, your
assistance {of that of the Chief of Stalf} with at least Senator Kennedy may be required
within the next two days. [ also recommend that Leon. Panetta and Pat Griffin be briefed and
that the President be informed as fully as you determine appropriate. Ken and [ have
scheduled a 5:30 p.n. meeting today with the Departments. As [ receive more information, [
will keep you apprised.

I. G.I. Bill for America's Workers: The main principles (hereafter "G 1. Bill Principles™) of
the G. I Bill for America's Workers include:

. two design goals —— (1) for Adults a market-driven system of education, training, and
cmployment that puts resources and good information directly into the hands of
individuals so they can make their own choices {(with_individual Skill Grants, One~
Stop Carcer Conters, and better information on the labor and iraining markets);

(2) for Youth, School~io~Work.

. consolidation and state flexibility

° a collaborative state design process, led by cach Governor, that includes a place at the
table for the major stakeholders (the private sector, education imerests, labor and the
employment service, local officials and community~based organization)

Since the fall 1994 clections, these G.1 Bill Principles have been an integral part of the
President’s sustained strategy (1) to make the case for cducation and (2} to challenge the
Republicans” proposed cuts in education as the wrong way to balance the budget.

1. Current Status of Congressional Action.



H

A. House. The House Education and Economic Opportunity Committee, by a bi~-
partisan 29-5 vote, included the G.L. Bill Principles in 4 CARERS Act. Chair Goodling,
Sub-Committee Chair McKeon and Rep. Rigg, and Ranking Sub~Committee Minority
Member Williams and Ranking Majority Member Gunderson were champions. We continue
to work with Republicans and Democrats on the Committee to strengthen the School~to~
Work provisions in order to continue rather than terminate the system-building seed capital
grants to states. The Administration and the Democratic leadership on the Committee agreed
to disagree with the Republicans on the authorized level of funding and to wage the war on
the amount of funding in Appropriations and Budget Reconciliation.

The Careers Act passed in the Commitice despite the opposition (and an alternative
proposal for unrestricted block grants) from Representative Zeliff. There is still some risk
that the House Leadership and Freshman Republicans will seck to overturn the Careers Act
Bill on the floor in favor of the Zeliff proposal. The NGA {including the Democratic
Governors) expressed strong opposition o the Sub-Committee draft of the Careers Act; and
several of the Republican Governors continue to lobby in suppornt of the Zeliff approach. A
vote on the House Floor is likely after July 4.

B. Senate. The Senate Labor Committee is scheduled to mark-up the Workforce
Development Bill as carly as Wednesday June 14. The Chair of the Committee, Senator
Kassehaum, has drafted a bill that undercuts several of the G.1. Bill Principles, First, the
provisions for building a market~driven system of education, training and job scarch for
adults are weak, and Skill Grants are optional. Second, School-to~-Work activities arc
basically made optional, with no provision for STW system~building seed capital grants,
while 25% of the Block Grant goes to fund traditional vocational education activity. Third,
local officials, community-hased organizations, the private sector, and laber and employment
service interests are basically placed at the mercy of cach governor in the design of each
state’s state workforce plan.

The NGA has written a bi-partisan letter generally supporting the Workforce
Development draft, but suggesting that more prominence be given to School-to~Work and to
8kill Grants. To date, there is no Democratic or Republican Champion for the G.L Bill
Principles on the Committee. [In addition, Senator Kassebaum's draft includes a proposal o
create an independent, federal Workforee Development Corporation to administer the
proposed block grant to the States. This proposal for the creation of a new independent
agency inevitably raises the separate issue of the extent of the joint administration or merger
of the federal education and training functions or the Departments of Labor and Education.]

I11. Possible Approaches to Overcoming Congressional Roadblocks.

A, House. The Departments continue to work quietly to strengthen the School-to-
Work provisions and to support the CAREERS ACT. The Administration has avoided public
praise for the bi-partisan work thus far, lest the Republican Leadership move to suppaort the
Zeliff proposal in order to deny the President the oppontunity to claim victory here.  Leaders
of the business community, some Republican think tanks, a few market-oriented Republican
Mayors, and community colleges continue to support Goodling and McKeon with the




Republican leadership, while the President has personally thanked Ranking Member Williams
for his contimsing work to support the G.1. Bill Principles,

We have also met with the staffs of the Democratic Governors to tone down their
opposition to the Carcers Act, at least with respect to School-to~Work and Skill Grants,
Republican Governors Thompson and Engler continue to press for State Block Grants with
unrestricted discretion vested in the Governors.  As of this writing, it appears that Republican
Leadership is not willing  to overtum the work of Chairman Goodling, Sub~Committee Chair
McKeon, and Representatives Gunderson and Rigg. [N.B.: A year ago Speaker Gingrich
publicly supporting a market—driven approach for aduits, including vouchers, in a debate with
Secretary Reich. The Speaker's policy advisers continue to recommend this approach to him.
Although there may be risks, it may be worth exploring whether the Speaker would publicly
or privately signal support of Skill Grants for Adults in the CAREERS Act as a real sign of
bi~partisan Housc support for the President's leadership here ]

B. Senate. Senator Kennedy is the initial key here: if he can hold the Democrats in
line, Senator Kassebuam will be reluctant to proceed in the Committee on a straight party line
vote. Senator Kennedy was a co-sponsor of Daschle-Breaux 8.6, which included individual
Skill Grants. To date, however, Scaator Kennedy has not actively engaged Senator
Kassebaum on the drafting of her Workforce Devolopmient Bill because of his leadership on
other matters, including defending education against budget cuts. Senator Kennedy now
needs to be asked to serve as the President's champion for the G.I. Bill Principles as an
integral part of the President's defense of education in the federal budget. If Senator Kennedy
agrees to do so, it will provide leverage for his staff (working in closer cooperation with us)
to negotiate substantial improvements in the Workforce Development Bill. Secretary Reich
spoke directly with Senator Kennedy about this Saturday, and they will meet Monday evening
to discuss in greater detail. [Senators Pell, Simon and Dodd have expressed differing
reservations about Skill Grants, With Senator Kennedy and his staff, we need to determine a
strategy to hald them in line, and to assure the support of other Democratic members.}

The sccond key is pecling off Republican Senators 16 support particular Gl Bill
Principles. Senator Jeffords (along with Appropriations Chair Hatficld) are likely champions
of School-to--Work for youth. Senators Coates, Jeffords, Gregg, and/or Frist are possible
" supporters of a more market-driven approach to put Skill Grants directly in the hands of
adults, Sub—Committee Chair McKeon, a few members of the business community, a few of
the mayors, and community colleges will be calling on them for support.  Depending on the
results of those discussions, it is possible that they may work privately with Seoator
Kassebuam or Senator Kennedy to improve the Workforce Development Bill.

Finaily, depending on the results of the first two efforts, the President may have some
ability to influence the outcome in the Scnate (13 by carefully defining the principles he will
require 10 be included in any workforce development legisiation and (2} by carcfully
coordinating this strategy with the Senate Democratic Leadership (apd Senator Kennedy).
Given the political sensitivity in the Housc, implementing such a strategy could be delayed so



January 22, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: Alice M. Rivlin
Laura D' Andrea Tyson

"SUBJECT:  Education Tax Proposals

You proposed college tuttion tax relief in the Middle Class Bill of Rights (MCBR). A number of
education tax proposals were considered in some depth in November by the NEC and are now
under consideration for the State of Union Speech. The aliernative proposals would be much
more costly, or to maintain cost neutrality would limit coverage in problematic ways, or
otherwise present structural problems for which answers have not been found. Thereisa
rhetorical alternative that supports the “guarantee™ notion without these problems,

The Middte Class Bill of Rights proposal cost about $39 billion over 7 years. (The Joint Tax
Committee scores it at $41.2 billion.) It phased-in a tax deduction {phased out at higher
incomes) for tuition paid up to a maximum deduction of $10,000 per tax filing unit for al]
postsecondary students, regardless of institution and program. [t covered 16.5 million
posisecondary students in college angd vocational training.

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

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

There are four major issues raised by this proposal; 1) The guarantee proposal would cost $54.2
billion, $15 hillion more than the MCBR, 2) In addition to higher cost, the proposal chiminates
7.6 million MCBR beneficiaries (mostly vocational school, part-time, and graduate students}.
3) 1t also provides a credit too small to make the “guarantee” good in 18 States; this State
coverage problem would affect such States as MA, MD, MN, NH, NY and OH. 4) The
combination of a 100 percent credit and refundability creates problems of administration and
incentives for abuse.



Guarantee Yariation 1 would address the cost issue in part, by counting Pell grants in the
$1,200 Guarantee. It would lower the cost to $48.1 billion, still $9 billion more than the MCBR.
The State coverage issue remains; this variation would eliminate 8 million postsecondary
students.

A further modification of this variation would restrict it to the credit only, by eliminating the
deduction Tor 3rd, 4th, and 5th year students, which would cost slightly less than the MCBR

{$37.8 billion). However, this eliminates another 3.1 million students, serving only § million
students in total, and still has the State coverage problem.

Guaraniee Variation 2 - Count Pell and increase guarantee 1o $1,600 and eliminate tax
deductions. This would partly address the State coverage issue, {still excluding 9 States,
including MA, NH, and NY) and lower cost somewhat by eliminating the deduction. It would
still cost $47 billion, $8 billion more than the MCBR, and it would eliminate 11,1 million
beneficiaries.

Guarantee Variation 3 would bring cost down 1o the MCBR level (837 billion) and bring back
about 2.6 million vocational and part-time students, but do it by restricting the credit o one year,
thereby eliminating the payment for the second year as well as the tax deduction, and would
return to the State coverage provided under the original guarantee proposal, sitll not providing
the “guarantec” in 18 States. In addition, 8.5 million fewer students than the MCBR would be
covered,

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

Another Approach?

There is another approach to a guarantee that has none of the problems of the variations
on ’E}lﬁ MCBR Thﬁ Specch can declare what only student ald ms&ders now appwcxatc mmgnz

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

Therefore, rather than promoting yet another new program the President ¢an achieve the
same impact of "guaraniceing” postsecondary education by saying something like:

“Here's something all Americans should know. The Federal government guarantees
financial aocess o at least public college and postsecondary z:azrzmg to every qualified
person, young or old,



“That's right - guarantees it. We do this through a combination of grants and loans and
subsidized jobs, This is a promise the government will make so long as [ am President,

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

"The program improvements I support - Direct Loans with repayment tied to your actual
income so you need never fear default, higher Pell Grants, a stable and growing Federal
education and uaining budget, a tax deduction for tuition, an expanded workstudy
program, and a merit scholarship for the top students of every high school clasg -~ all
enhance this guarantee.

"So if you qualify for an aceredited college or training school, the Federal government
ensures that you can pay for it.”



FINKL

February 2, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: CAROL H. RASCO
LAURA TYSON

SUBIECT: STATUS OF G0 BILL FOR AMERICA’S WORKERS AND
THE ROLE OF THE GOVERNQORS

The purpose of this memorandum is to inform you of the position of the Governors
to key provisions of your G.1. Bill for America’s Workers -- Skill Grants, One-Stop Career
Centers, School-to-Work and Funding Levels. Republican Governors are now working
actively against your position in Conference, ofien with the tacit silence or explicit support
of most Democratic Governors.

As one would expect, the Governors (including most Democratic Governors) oppose
our Skt Grant propesal. The idea was 1o shift the debate away frony the Republicans
"block and cut” appreach to training by creating an alternative that called for consolidation
in order ¢ empower the individual as opposed 1o simply just moving training from federal
bureaucracies to state bureaucracies. Your GI Bill of Rights for American Workers puts the
money in the hand of the individeal; resulting in a more market driven gystems with one
stop shopping and better information for cach person.

Qur proposal asks siates to put in place o market driven svstem with one-stop career
centers, ensuring that individuals get the training they need. Therefore, it is of little L
surprise that most Governors have expressed a desire for an approach that gives them more
discretion.  Nonetheless, we feel confident that our approach is popular with the American

people amd 1s one in which we should remain committed.

We have had some - though bimited - success with the Republican Congress. In the
House, the Republicans have sought deep culs in training -- up to 30%. However, they
have been supportive of mandating vouchers for Adult Training, Local Workforce Boards
and One-Stop Career Centers.  While we strongly disagree with their cuts, we have seen
real progress in the House in accepting your skill grant/voucher structure. In the Senate,
we have done less well They have stayed with mostly o pure "block and cut”™ approach.
The Senate bill "authorizes" States to have a skill grant approach. But, it does not require
skill grants. Funthermaore, it does not require any spending on training at all.  States have
almost complete discretion.

Also of note is training for younger people. The Senate Republicans have reststed
entreaties by the Governors to run School-to-Work education funding through the States,
It appears unitkely that the Governors will be your allies on any of the key issues that now



divide the Conferees. Therefore. your discussion with the Governors on these 1ssues does
not offer much common ground.

Following is a more detatied summary of the Administration position, the position

the Governors have taken, and the status of these key provisions in the House and Senate

Bilis.

1. Skill Grants for Adults

The heart of your proposal is to consolidate the resources from dozens of adalt
traiping programs and put a Skill Grant woerth up to 32608 in the hands of the
individual, This would empower dislocated and disadvantaged workers who are
unable to find new and beuer jobs through job search to spend this voucher, for
example, at a community college learning whatever skills they choose 1o get ahead.
The Governors oppose individual Skill Grants. The Governors contend that they
should be empowered to design whatever workforce system they helieve best serves
the needs of each state, )

House Bill: Requires that States design and implement a system o provide
vouchers to dislocated weorkers and disadvantaged persons who can’t find new or
better jobs with job-search assistance. Accepts your basic postiton that resources
should be placed directly in the hands of individual so that they can make their own
choices.

Senate Bill: Gives only lip service 1o vour basic propesal for Skill Grants,
Authorizes but does not require states to design and to impiement a systern of
training voughers. Any training, whether through vouchers or atherwise, is
cornpletely optional. The Secretartes are authorized w0 offer anincentive reward 10
states that establish s voucher system for training adults.

2. One-Stop Career Cenfers.

Your G.I. Bili proposed 10 consolidate adult job search and reemployment programs
so that states working tn parinership with the mayors and the private sector in each
local iabor market area would design and implement responsive OUne-Stop Career
Centers to provide (a) goed information and counseling to individuals on jobs, skills,
careers, amxd education and training providers and (b) effective job search to match
individual job-seckers with emplover hiring demands.

The Governors have not actively opposed most of these provisions. The Gaovernors.
however, do oppose any required participation by the private sector, unions, and the
mayors ia design and implementation.  The Governors have refused to accept your
position that such market-driven reforms provide the means to empower individuals
to make their own informed choices about how best to get ahead.

House Bill: Includes strong one-stop career centers, supported by local public-
private work-force boards. Embraces your position that such provide the basis for a
constantly improving market-responsive system of education, training, and job search
hased on vouchers and informed choice of individuals,

Senute Bill; Requires states 1o design one-stop careers centers to provide
information, counseling and job search. Does not require local workforce board,
Does not provide any requirement for training -~ through vouchers or otherwise --
for dislocated or disadvantaged workers who can not find new or better jobs with
their current skills.
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3, School-fo-Work far Youth.

*

You proposed that many vocational education and other youth programs be
restructured (o support your basic Schooi-to-Work principles, with funds flowing -
through the SEAs and LEAs to fund additional support for your proposed reform of

_secondary schools and the pathways to careers and college.

4. Fun

The Governors have generally supponted your School-to-Work framework for youth,
but they want federal education and training funds for youth to flow through the
Governors rather than through the schools.

House Bill: Adopts the principles of School-to-Work {without using the name) but
makes no provision for continuation of the School-to-Work seed capital grants, Job
Corps remains as g totally separate program, but Summer Jobs s folded into the
youth block grant as a permissible {but not required) activity.

Senate Bill: Adopts School-to-Work principles (and name) for consolidated youth
block grant. Requires states which have School-to-Work seed capital graots o
continue the activities and transformation promised in thetr approved School-to-
Work plan in implementing the youth portion of their workforce plan. Separate
funding streams are provided for at-risk youth (to be based on School-to-Work
principles) and for Job Corps.

ding

You proposed major increases in funding for Skill Grants, One-Stop Carser Centers,
youth programs built arcund School-to-Work, consistent with your commitment to
greater federal investment in expanding educational opportunity for all Americans.
The Governors -- particularly the Democrats -~ initially expressed strong opposition
1o cuts in authorized levels of funding. The Governors, however, have long been
and are now much more vocal in secking flexibility s using federal education and
training funds as they see fit, including for “economic development activities”
proposed in the Senate bill that have virtually nothing to do with education or
training.

Hguse Bill: Cuts the authorized levels 30% below current approgriation levels and
sends all funds through the Governor. Provides Governors with discretion o "flex”
(i.e., transfer} 10% of {unds between the youth-education block grant and the adult
training block grant,

Senate Bill: Cuts the authorized levels 20% below current appropriation levels but Yo
requires that youth education funds go through SEAs and LEAS. Also permits
governors a 50% "flex" between the vouth-education and aduit-training block graats,
with governors authorized to use half of this "flex” -~ a1 total of 25% of all federal
youth and adult workforce funds -~ available to prop up failing firms with “economic
development " retraining grants,

Attachment: Administration Letter from Secretaries Riley and Reich to Conferees



hine 9, 1986
MEMORANDUM FOR  LAURA TYSON
GENE SPERLING L~
FROM: PAUL DIMOND ;ﬁ,@
' SUBJECT: EDUCATION

.1 Bill for America's Workers (Michacl Warren). Altached are three drafis —~ (1) three
options, (2) background on G.1LBill to date, and (3} possible alternative approaches 1o schieve
each principle stated in POTUS letter if the decision is made to negotiate, I defer to your
better judgment —- and ultimately that of the President ~- on which option o pick given the
background to date and the current political climate.

I offer only onc charge 10 you: aveid even the appearance of POTUS caving in on the
basic principle of “we'll expand individual opportunity and choice if you'll take greater
personal responsibility” -~ in this instance, through skill grants for dislocated workers. The
only real risk for POTUS is if he appears to "flip-flop® on this basic principle now that the
going has gotten tough because the House R's have run away for purcly political reasons from
the very principle they shared with us for the past year. George S, missed this point ot the
last meeting with LEP: there is no risk of appearing to "flip-fiop” if POTUS sticks to this
principle. The Clymer M.Y. Times story makes clear that it is the two principles of Skill
Grants for Dislocated Workers and STW for Youth that.are at really at issue now ~~ not
whether the Administration earlier urged R's, [¥'s or conferees to move forward in order to
¢raft a bill to implement these principles. .

With the delay resulting from the staff "negotiations” following LEP'S presentation to
the confcrees, this issue will be framed for LEP and for POTLUIS this week: yvou will need 1o
weigh in accordingly!

- Education Technology (Tom Rali, assisted by Henry Kelly,) 218t Century Teachers will
require sustained coordination with DoED, education groups, Tech Corps, and business
ieaders to make sure that (1) tcachers sign up this summer, (2) there are good kick-off events
. in the fall, and {3) real follow-up with 103,000 teachers teaching 500,000 colicagucs over the
fall and winter, POTUS speech to NEA on July 2 should thank tcachers for making this
commitment, continue the drum-roll of support for Technology Literacy Challenge and his
call o twordinate 21st Century Teachers with Net-Days and Back~to~S8chool Parent nights in
October. If the number of tcachers signed up over sunmer is not adeqguate, the first two
weeks of the school year can be used as a final push 1o sign up teachers with the suppert of
NEA-AFT, School Boards, and Principals.

Net~Days will also have to be coordinated with all of the groups, OVP, Tech Corps,
the business groups and the cducation community. | recommend finding @ way to integrate
DoC, Kanter, Irving, and Lane in this process, with a continuing call on all of the other
agencies (includibrig DoEd, HUD, AG, NASA, DoD)} to help. There seems to be some
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confusion over a Net-Day in the District: perhaps, Tom can get his arms around this,

Over the next several wccks Kalil, Kelly and DoEd must continue to press the Senate
appropriators and Scnate:‘hl—pamsaﬁ coalition (with support from big and small business) for
funding Technology Literacy Challenge —— so that POTUS and LEP/MF can negotiate full
funding in final FY97 budget.

Finally, there is a possibility of bringing together business, labor, and interactive
providers (Dol), colleges and universities, and software companies) for some kind of
voluntary demonstration of the power of education techrology for aduits learning in the
workplace and at home. Kelly has been noodling around with this, and Kalil is interested.
My instincts caution that this will be hard to pull off this fall, but Tom should advise you
whether it is worth investing any fime in this before November. If he could pull if off, &
would be another demonstration of good news and forward—tooking POTUS Jeadership.

&chool Censtruction {Ellen Seidman, Michael Deich). Please be cautious, smart and creative
here. School Construction and 1epair is an integral component of very complex and very
diverse state~local school finance systems. The entire school finance issue is very
treacherous for any President. We fought hard (and rightly) to stay out of this fray in the
battle over (oals 2000 and ESEA Reauthorization. The education groups tried to include
“opportunity (i.c., input} standards” as the price for going along with higher academic and
achievement standards. Among the many “opportunity” or input standards were, of course,
school facilities. We successfully resisted this: we wanted no part of a3 "National State-Local
School Finance Reform Act” of 1994, In 1993, 1 also successfully resisted this same call
from education groups to make school construction ad school repair a "pre—condition” for
pulting in cducalion technology: the education groups once again backed off of this call when
it became clear that you can wire schools, put in interactive computers, and have great
software and leaching without having 10 tear apart and replace even the most crumbling walls
of the worst maintained schools. We shouldn't {all prey to the risk of getting into the school
finance issue in 1996 in the guise of dealing with school facilities.

The basic problem with the school finance issuc is simple: it is 4 quagmire! There is
no evidence that more dollars (or other inputs) produces results. The evidence is very mixed
o whether poor Kids live in poor districts that have "less™ capacity o raise revenue (or even
spend less per pupil). Money spent from school operating budges for maintenance, repair
and renovation is totally lungible with all other expenditures and requires a state~local choice
on priorities: it's a slippery slope from repair and deferred maintenance to the entire school
operating budget. Lots of states are ins the process of totally revamping their school finance
systems (gencrally selying less on local property taxes and more on other sources of revenue).
School consiruction bonds (for new construction, maintenance, repair of renovation) arg
alrcady heavily subsidized by federal tax~cxemption for bonds. Finally, the GAO study
should NOT be understood as defining THE problem. Consider a few critical questions: have
focal districts made a rational choice to buy books, teachers, and administrators rather than
repair schools? are tocal districts beginning 10 think about constructing smaller 21st century
schools and letting the bigger "factory model”schools built for the "baby boom" thinty and
forty years ago wear out? do states and localitics bave the capacity o make their own choices
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about repairing the aging school slock or building new schools? Is the deferred maintenance
primarily in places where there are now foewer kids and tougher budget choices need to be
made about which schools to repair and which to close? Are more new schools needed in
expanding outer suburbs, exurbia, and the growing South, Southwest, and West? is the real
issue deferred maintenance on schools where they are or the need to build new schools where
the growing "baby boom echo” is moving 7 should the federal government further subsidize
this "migration" when the states and localities may have the fiscal capacity to pay their own
way? Be very careful in defining the problem lest you miss the marX or open a pandora's box
- including what we have, have nof, or should be doing about the supposed (but in my view
mistaken} claim of an "infrastructure gap” more generally.

There are some affirmative points that we should make: First, the Cliston economic recovery
{and Historically low interest rates) have increased the capacity of states and localities to
address any school construction or repair-issues, just like all other state-local finance and
public infrastiucture. Deich, DoEd and Treasury need to get this story fully researched and
told! Second, the President has alrcady made clear (c.g., in his speech at NGA education
summit) that he is in every respect THE EDUCATION PRESIDENT: and he has challenged
states and localities 1o spend their dollars more wiscly on what is important {e.g., rewarding
good teachers, improving teaching and learning @t school and home through higher standards
for all, safety and discipline, cducation technology, and parental involvement rather than
wasting dollars on administration, schoal burcaucrats who have 0o contact with kids, or
protecting incompelent teachers). Third, if you want to add school repair or even new school
construction to the list of good things about schools that the President is for, then have a
National 21st Century School Construction and Repair Day to highlight this and tout states
and localitics that are building and renovating schools in new ways so that they are truly
schools for the new basic skills of the 21st century — not just factory model schools of the
mid-1950' or even the 15207%.

I worked in the area of school finance for years. Don't believe this one GAOD report shows
anything except {2} a large part of the stock of schools buill 10 serve the baby boom is now
thirty to fifty years old and nceds repairs and (b} states and localities are the nnes who have
both the fiscal capacity and the fundamental responsibility of making the bard choices about
what to do sbout repair of schools, new school construction, and whether o invest more in
bricks and mortar or in teachers, administratars, books, or kids. There's nothing the matter
with the President finding the means (o challenge the American peoplic to think harder about
the issue of what kinds of physical school facilities they want for their children at the dawn
of the new cemtury. But, please don't have the foderal government step in 10 rescuc states and
Jocalities from the responsibility and consequences of their own fiscal choices here.

Finally, if you are going to make 2 proposal to restructure or supplement the current federal
subsidy of tax-exempt bonds for school construction, please do so because it makes sense for
all federal sapport for public infrastructure and not because the federal government is going to
come (0 the rescue 1o solve some "school repair erisis.” The real agenda of many inside the
administration is that we should do more on "infrastructure” generally, and they view "school
repair” {or after they think harder about it, new “school construction™) as the most consistent
and sympathetic place (o start moving on infrastructure”™ with this Education President,



THREE OPTIONS FOR G.IL BILL FOR AMERICA'S WORKERS

. . Meet the Bar or Kill the Bill. Make clear that Republicans can either join the

President and the Democrats in meeting the bar sot in the President's letter, or the biil
is dead. If the Republicans rcfusc to meet the bar after negotiations, hammer them for
caving in to unjustificd right-wing extremism in refusing to join the President in
expanding opportunity for dislocated workers and youth who will take responsibility
for choosing how best to get ahead in this new age of possibility. [This could be done
(a} by a very visible White House lead and POTUS speech or (b) by dragging the
process out over time with the congressional D's and-a few elitc media stories.

. Negotiate to Meet the Bar. Assuming that any staff negotiations are unlikely to
produce substantial movement on the two major issues, have the Chief of Staff make it
clear to the respective Chairs and Ranking members that only real negotiation between
the principals on how 10 meet the President's principles —- not a statement of
respective positions by staffs —— will produce a bi~partisan bill that is acceptable to
the President. (E.g., cither don't repeal the School-to~-Work Opportunities Act or
exclude secondary education from the bill altogether; plus require states to give
priority to serving dislocated workers, including with a Skill Grant of a size, amount
and use to be determined by each States in full cooperation with localities, the pnvate
sector and the education community and phased in over time.) If a real negotiation
doesn’t achicve results, prepare to hammer the R's ag above.

» Negotiate to make progress in meecting the bar but prepare to sign the bill.
Assuming that any progress can be made in negotiations (¢.g., on funding, running the
education money through the schools rather than the governors, local workforce
hoards, Secretary sign-off of statg plans), the President caa paoint to overall progress
in reforming workforce development -~ ¢ g, buitding vocational education around
school~to—-work principies; building job search around morc accessible labor market
information, more costumer responsive one-stop centers, and more accountabie jocal
consortia of business, labor, education, and local officials; and sympathetic governors
touting School-to-Work and training vouchers). At the signing ceremony, the
President can algp make clear, eg., (a) his unwavering support for full budget
appropriations and (b} his renewed call for building on the $1,500 Hope Scholarship
Credst to expand opportunity for all Americans, including particularly dislocated
workers who want to learn new skills o find new and better jobs.

The political reality is that Candidate Dole and the Republicans need a bill signed far maorc
than the President —— to show (a} they aren't against all education and training and (b} they
didnt pull away from bi~partisan work 1o improve the bill because of the unjustified,
extremist opposition of the right~wing clements of their party. All three options are based on
the President continuing to fight for his basic bargain with the American people -~ 1o expand
individual opportunity and choice if they'll take personal responsibility. This presents an
oppontunity for the President to distinguish his policy, leadership and resolve: as explained in
the attached background memo, all of the constituency interests, the Democratic members of
Congress, and the clite commentary on any outcome (whether an exit sirategy or a bill
signing) will follow the President’s lead as long as it is based on -- and is understood ~~ as
the President deciding how best to advance hig basic bargain with the American peopie.



BACKGROUND

. The President’s Proposal. The President proposed his G.I. Bill for America's Workers in

December 1994 as an integral part of his Middlc Class Bill of Rights. The guiding principle
is to expand the opportunities for working families to make their own choices about how to
invest in a better future for themscelves and for their children, as with the $10,000 education
deduction and expanded Education IRA. In his G.1 Bill component, the President proposed
to consolidate a maze of federal job-training and education programs to achicve two
complementary objectives:

. For Dislocated Workers -~ to enable hard-working Americans who lose their jobs
to choose for themselves what new job fo take and, with a $2600 Skill Grant, what
skills to learn to find a better job. Control over job training would be shifted from
vnwicldy burcaucracies directly into the hands of workers who can choose for
themeelves what training best meets their peeds and aspirations,

. For Youth -~ to cnable the restof the states to join the 27 that arc already working
with local business, schools and higher education 1o build on the bi-partisan School-
to-Work Opportunities Act in communities all across the country. This transition
assistance will enable more youth 1o learn the relevance of education and meeting high
standards to their future, and - with their parents — {0 choose for themselves among
clearer pathways from school to higher education and good jobs rather than being
tracked into watered-down curriculum, dropping out or dead~end jobs.

. The President in his balanced budget proposed funding for FY97 that can make the promise

’

of this new G.I. Bili real —— $1.3 billion for dislocated workers and a total of $1.5 billion to
help states and localities expand school-to-work opportunities for youth. In this time of
great change, the President has made clear that every working family deserves the sccunty of
knowing that they if they do lose their job, they won't lose their health care or their pension
and they will have expanded opportunity to choose how best to find 4 new and better job.

ck Kemp and Al From,.who calied "for members of Congress of both partics 1o discard
partisan_squahbling“ind cooperate on the measure can-help JEFAWOTKiRg Amwericans
acquire the skills they need to lift their incomes.{ L. .\Ii\:gc&, Jufe 20, 1995,

House, Throughout 1995 the Administration worked cooperatively on a bi-partisan
basis with the House Committee members 10 give states the flexibility o design their own
skill grant systems so that workers could choose 0 use the training vouchers most effectively,
for example at community colieges or at growing firms Jooking for additional workers as the
recovery continues to tighten iabor markets all across 1he country. Before the vote on the

louse Floor, Representative Rigg (R. Cal.) discussed the bi-partisan nature of the
Committee's work and hailed Skill Grants: "{Wle have included...an individual voucher for
job training recipients,..a Carcer grant. What we are really trying 10 do i3 il American

Bi-Partisan Su@residcm's Skill Grant proposal was supported from the outset by

workers that1hey wWill Bave ter say in determining what kind of carcer training is night
~ for them."{{Cong. Rec. H 9148, aking for House Democrats, Ranking Member Clay
urged Democralf ¢ hill =~ but only on the express condition that the bi-pantisan

agreement 16 continue the transition of the School-to~-Work Opportunity Act be worked out
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despite the growing cxpression of opposition from "ultra conservative” groups. {Cong. Rec. H

. 9155.] Sub~committee Chair McKeon (R.Cal.) who had worked closely with ranking
Democratic Member Williams (D, Mont.) gave his personal assurance that in conference the
final bili would continue support for thc school~to~work transition through its already
scheduled expiration in 2001.

Senate. In the Senate, there was broad bi-partisan suppont for expanding school-to-
work opportunities for youth and adding the full forcs of federal vocational education funding
te assist states and local communities 1o achicve their own reforms. In addition, Minority
Leader Daschle, Ranking Minority Member Kennedy, Senator Breaux and many other
Democratic members introduced 5.6 on the first day of the new Congress to signal
Democratic support for assuring cssential suppont and choice -~ through Skill Grants — for
dislocated workers. Chair Kassebaum, however, was adamantly opposed 10 Skill Grants on
the ground that Governors should be free to choose whether to provide any training at all for
adults and. if so, through whatever means they choose. All Democrats united in late August to
block a bungling amendment to invite Governors to use this unlimited discretion to steal
federal taxpayer support for working Americans to pay for welfare reform. At the urging of
the Administration, Demaecratic members finally joined to support passage of the Senate
Workforce Development Bill — for purposes of getting to the conference and working on a
bi~partisan basis to include the best features from both bills, e.g., the "Career Grants” from
the House biil,

ntrol away from burcaucrats, who are in no position to know where the jobs are, and puts it

the hands of workers searching for training.” N.Y. Times, p.1, March 30, 1996. Thereafter,
the National Alliance of Business urged the Conferees to "authorize the use of skill grants of

vouchers as a primary tool for serving dislocated workers...[and to] retain current {School~taw

ork Opportunities] law...." In the final agreement on the FY26 Budget, a total of $1.1
billion was appropriated ft:Jr Dislocated Workers and $1.4 biliion for school-to—work
opportunities and vocational education - aided by the prospect of the conferces working on
a bi~partisan basis to complete agrcement on the structural reform of {ederal support for
secondary education and for dislocated workers.

I E@ In February, 1996 Majority Leader Armey urged passage of the bill because it “takes
n

Republicans are Caving in to Extreme Conservative Oppeosition. Since then, the bill has
become "bogged downtin Congress and threatencd by attacks {rom very conservative groups.”

\.Y. Times, p.1, March 30‘ 1996, The Eagle Forum complained that enabling workers to
acoess job opcn;\s,an-computus through new information networks would somehow tum
the government into a "Big Brother,” while the Family Rescarch Council falsely charged that
the expansion of school-to-werk opportunitics might compel "all students” to march into &
“vocational track.” (1d.) These conservative groups launched personal attacks on Republican
members who worked on a bi-partisan basis and threatened 1o raise money for their
opponents in the upcoming primaries. Representative Hyde (R, 1) sent a Dear Colleague
letter signed by promineat conscervatives urging Republicans to vote against the bill,

The upshot was that the Republicans froze the Democrats and the Administration out of the
. discussions in the conference and ran away from any bi-parntisan effort 10 improve the

separate bills in conference. As Ranking Democratic Seaator Kesnedy noted, "the long—

promised overhaul by Congress of Federal job—training programs is now being jeopardized by



the unwillingness of Republicans to agree on reasonable reforms, such as President Clinton's
training vouchers.” {Id.) The Republican conferees comtemplated passing a partisan bill that,
as House C}man Goodlmg R Pa] mnccdcd, the Republican leadership "made about 60
changes’ to the bill to “allay the] concerns™ of the extreme right. Consistent with zhar House
Budget Resolution, this partisan Republican praposal wouid:

. for dislocated workers —-cut job search and training support for Dislocated Workers
by more than 1/3 and lcave the choice over job training in the hands of state
burcaucrats rather than putting it is the hands of responsible American workers

. for youth —~ repeal School-to-Wark Opportunitics for youth altopether.

The President signals that be won’t Break his Basic Bargain with the American People.
On May 20, 1996, the Presidenmt wrote to the Conferees 10 Iet them know that he would not
accept this partisan caving in to righi-wing extremists: "l cannol accept a conference bill that
does not..authorize spending [at] the levels proposed in my FY 97 budget; arm dislocated
warkers with sufficient information and purchasing power, through skill grants, to choose the
training that 1 nght for them; preserve national funding for school-to-work infrastructure
building grants...” The President urged the conferees "o craft an acceptable bi-partisan

bill.. fully incorporating my G.I. Bill.” [May 20, 1996 lester attached.

Every Democratic member of the Senate and House Committee {with the exception of
Senator Pell) signed off on a draft letter supporting the President’s position; and there is every
reason to expect that Senator Pell would fully suppont the President if directly asked,
Representatives Clay and Williams have been particularly frustrated by the refusal of their
Republican colizagues to live up 1o the express assurances {¢.g., on School~1o-Work) made
before the vote on the commitice bill on the House Floor; and the almost total excliasion of
House Democrats from conference discussions in which the House Republicans ¢onceded on
important elemems of the House Bill ~~ {ike Skiil Grants for Dislocated Workers ~- 10
Senator Kassebaum added further insult. Senator Kennedy has become equally frustrated by
the refusal of the Repuhlican leadership on the conference 1o address the concerns of the
Democrats and the President. The Democrats are leoking for direction from the President as
to how ta proceed from this point forward.

On June 5, Committee Democrats joined with Chief of Staff Leon Panctia in personally
urging the Republican conferces to get back to work on a bi-partisan basis 1o implement the
essential principles set forth in the President new G4 Bill. The conferees agreed o have their
respective staffs meet for one week with Administration officials 10 determine whether and, if
56, how a bi-partisan agrecement might be reached to implement these principles,

Constltuency Groups. The mayors and counties, the education commaunity, the National
Alliance of Business, and labor groups all support the principles in the President's letter, The
Governor's continue to urge “passage of bi-partisan legislation” with funding t¢ continue the
School~to«~Work transition "{rom a national gool of funds.” Although the governors "believe
that federal law should provide states with the maximum flexibility to design a system that
meets the workforce needs of the state,” they also veged the conferces to "recognize the cost
of new responsibilitics” in centifying and overseeing providers "if the act mandates the use of
vouchers to provide services.”



ISSUES FOR CONFERENCE ON H.R. 1617

Sufficient authorization of appropriations. It is imperative that the bill authorize
spending for the consolidated programs at least at the levels proposed in the FY 1997
Budget. Future appropriation action must not be constrained by insufficient
authorizations that imprudently cut funding for education and training investments.
The Republican conferees propose "such sums.”
We can propose adding "a [minimum dollar amount] or such sums as
may be necessary...." This would enable both sides to claim victory and
to reserve the substance of the issue for the appropriation process.
Adequate funding for skill grants for dislocated workers. The bill must earmark
no less than $1.3 billion for dislocated worker assistance, and ensure that these
individuals have sufficient information and resources —— including through the use of
skill- grants -~ to choose the training that is right for them.
The Republican conferees may be willing to offer a "priority on workforce
development services” at one-stops for "dislocated workers."
We can propose adding " (a) a priority on workforce development
services at one-stops for dislocated workers, including the "offer of an
individual carcer grant designed in such amount, duration, and useable
at such providers, including firms that are expanding employment, as
the state may determine pursuant to its plan] for dislocated workers who
are unable to find a new job after making use of the workforce
development services” and (b) make the rapid reemployment of
dislocated workers and the implenientation of an effective system of
individual career grants a requircd component of state plan and one of
the express goals for incentive awards (both in original state plan and in
performance bonuses). [In the alternative, could add (a) and (b) as
precondition for state qualifying to use any "flex account." Eiiher of
these fits the spirit of Governor's letter and the letter of NAB
principles. |
Dedicated national funding to continue the School-to-‘Work implementation
grants. The School-to-Work Opportunities Act should not be repealed. To date, 27
States have reccived implementation grants under the School-to-Work Opportunities
Act. Dedicated funding to continue School-to-Work implementation grants is
essential to permit these States to compicte their system building activities, and to
provide an opportunity for all remaining States to do the same. Without a strong,
lasting school~to-work infrastructure, the promise of this bill for youth development
will be unfulfilled.
The Republican conferees offer requirement that states continue implementation
of the School-To-Work Trapsition activities.
We can propose an alternative: cither (a) drop repeal of the STW
Opportunities Act from bill or make effective date of repeal 2001 (or
2000) or (b) drop in-school education component of bill entirely.
{Either of these is much more consistent with Governors and NAB than
what R conferees propose.]
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Accountability fo taxpayers for results. The bill must ensure that taxpayer dollars
are not invested in programs that don’t deliver results. Since Federal funds support
the workforce development system, the final bill must establish the Federal
government as a full partner in determining measurable goals and objectives,
establishing expected levels of performance for State and local areas, and approving
plans. To protect against fraudulent and incompetent training providers, this bill must
include strong provisions on “gatekeeping” and consumer information. The Secretaries
of Education and Labor should be clearly responsible and accountable for
administering workforce education and workforce training and employment activitics,
respectively, Their resource and staffing needs should be determined through the
annual budget and appropriations process.
. The Republican conferees may offer decent patekeeping and backing off any
resource and staffing mandates on the agencies.
We can PROpoSE adding (a):report language on full authority of
Secretaries to review substance of plans, to provide technical assistance,
to approve goals and benchmarks, (b) range of incentives/sanctions for
quality of plans~goals-benchmarks and for actual performance in
meeting goals and benchmarks and {¢) “staggering” implementation date
so that Secretarial approval required to get started in FY 97 or FY 98
{and states not gedting flexibility of new law until 1999 if there plan s
not approved).
State and local education agency control and responsibility for education
resources. The conference bill must ensure that State and local education agencies
have responsibility for planning, administering, and making decisions relevant ©
education resources.  Full collaboration of State and local workforce boards and the
private scctor with State and local education agencics is essential,
The Republican conferces witl concede on this issue.
Adequate, properly targeted resources {or 2duit education and training, in-school
vouth, at~risk youth, a summer jobs prograut, and the nation's Iabor exchange.
The conference bill must ensure 2 priority for these activities and for sufficient
funding, at levels consistent with the FY 1997 Budget. In addition, the bill must
contain within~8tate allocation formulas, as in current law, that target at-risk youth
and that direct in-school funds to school districts with greatest need and post—
secondary education iostitutions that serve disadvantaged individuals, The Wagner-
Peyser Act, which establishes the public employment services, must remain the
fundamental legisiative charter for our nation’s public labor exchange services,
ensuring the prudent use of employer—paid federal unemployment taxes,
{1 defer to those who know these issues better.]
Local governmental responsibility for job training. While Governors should have
final approval authority over the local plans affecting job training funds, clected
officials from our citics and countics must have responsibility for administering and
overseeing local One~Stop Career Center and job training funds, through workforce
development boards that bring together business and Iabor and other community
leaders to plon and develop flexible job training programs appropriate to their
cOmmunitics,

The Republican conferees wiil compromise on this issue.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFIGE OF MAMAGEMENT AND BUDGET
WASHMINGTON, [LC. 20803

June 25, 19%6

MEMORANDUM FOR THE PRESIDENT
Fronu Jack Lew and Laura I’ Andrea Tyson f-"
Subject: Status of the Workforce Development Legislation - Your G.1 Bill

It is increasingly uniikely that workforce development legislation incorporating your G.L
Bill principles will emerge from Congress in signable form, if at all, this year. The emerging
legisiation does not meet your stated principles or the principles articulated by key Congressional
Democrats,

The G.1. Bill for America's Workers .

Eighteen months ago, you proposed a radical restructure of federal job training. Central
princintes of your proposal are:

’ Empower individuals with “Skill Grants” for adult training, and with the performance
and labor market information needed o make wise training choices.

’ Streamline Adult training services through “Oue Stop Career Centers,” building on
the One Stop system reforms isunched by the Clinton Administration,

. Expand School-to-Work Opportunities for youth by completing ihis Clinton
Administration reform that gives every State five years of grants (27 already have them)
to build systems that help all youth move more smwothly from school to careers,

. Consolidate 79 programs into an integrated, simplified system.

* Devolve significant respeonsibility to Governors, while preserving a strong role for
State and focal education officials and local, private.secior led, warkforce boards.

. Improve accouncability by focusing on results, not process, and rewarding exceptional
performance. : .
’ Reforming vocational educatian and adult education 10 integrate them into this new

system.



Action in the Houge and Senate

Both the House and the Senate embraced workforce {raining reform, albeit in very
different forms: we had been working with Senator Kennedy on the ideas during 1994, In the
Senate, Senators Kennedy and Kassebaum lead the effort; in the House, Representatives
Goodling, McKeon, Williams, and Clay.

1= the House, the Democratic and Republican committes leadership forged a working
relationship. Over objections from certain conservative groups, the committee produced a bill
incorporaling many G.L Bill principles, including your market-based Skill Grant concept. While
by no means fully satisfying to us, the Administration offerg ified support and worked with
Democrats to ensure House passage to get the bill to conference, so irnprovements could be
made. On September 19, 1993, the bill passed by a vott of 345-79.

Iu the Senate, we found less support for Skill Grants on either side, and strong
Republican pressure to curtail the federal role. This bill was also not satisfactory, as we made
¢lear in Statements of Administration Position. Again, the Administration encouraged our

Democratic allies to support the bill through committee and floor p agc,s\o\that a better nll
could be sought in Conference. On October 11, 1995, the bill pagded 9542,
Effect of the FY 1996 appropriafions batile

Dauring the protracted FY 1996 struggle, education and training interest groups helped us
win the appropriations battle, supporting many categorical programs which would have been
consolidated under our original proposal. As aresult, we find it more difficult this year to
support consolidation that fails to protect key programs they fought with us to protect -~ such as
Summer Jobs for youth, dislocated worker assistance, vocational education, and adult education,

The Conference to date

Conference began in October 1995, and immediately stalled. House and Senate
Republicans were divided and unable to overcome philosophical and policy differences. Certain
conservative groups, such as Phyllis Schiafly’s Eagle Forum, have exerted extraordinary pressure
on House Republicans 1o defeat the bill. According to Representative Goodling, "over 60
changes® were made to satisfy them, inciuding repeal of School-to-Work.

Forsaking the traditional bipartisan approach 1o education and job training, Republicans
excluded Congressional Democrats and the Administeation from the discussions. Recently,
Democratio staff bave been allowed some information and influence on lesser issues, but oo real
voice in decisions. Senator Kennedy and Representative Clay have complained opendy about the
conduet of this conference, (¢ no avail.
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The emerging conference bill would meet a few of your principles: consolidating
prograims; partly adopting a onc-stop center concept; devoiving (albeit excessively) control to
Governors; and improving vocational education and aduit education.

Much more importantly, the Republican conference agreement would fail to incorporate
key G.IL Bill features.

B It would include only Skill Grant “pilots” of indeterminate size in each State, limited to

dislocated workers -- even though House Republicans had accepted in the House-passed
Bill a Skill Grant formulation virtually identical to ouars.

. It fails to provide adequate funding overall, by authorizing only “such sums,” giving no
guidance to appropriators, and it does not require States to finance your pricrities at or
near your request levels, such as, dislocated worker assistance, Summer Jobs, and
vocational and adult education. Without assurances of adeguate funding, and without
acceptance of Skitl Grants, this consolidation would be more of a “block and cwt” than a
reform and strong commitment (& empower individuals.

. it repeals the School-to-Work Opportunities Act,

I addition, the conference agrecment dimimshes, rather than enhances, local control, by
requiring local officials (o negotiate with Governors to establish their role and responsibilities. It
also provides inadequate accountability for resalts, preventing the Federal government from
assuring minimum quality standards, allowing each State to define performance factors and
success differently (and without meeting challenging standards), and excluding many training
providers from the requirement to provide consumer reports on performance.

Our efforis to influence the conference sutcome

After consultation with Senator Kennedy, Representative Clay, and others, Secretaries
Riley and Reich, and Directors Riviin and Tyson met with Democratic and Republican members

{o convey youwr strong desire that the conference bili includes your Gl Bill prineiples.

In a May 20th ietter to the conference leadership (attachment #1), you spelied out your
requirements for an acceptable bill. [n early June, the Chief of Staff met with Senator
Kassebaum, Representative Goodling, and others to reinforce your message. In a final effort to
determine if Republicans want to negotiate with the Democrats, we extended a good faith
compromisg offer which preserves your principles but offers some movement {attachment #2),
Unfortunately, Republicans have not responded to our offer.



Prospects for a bill

Senator Kassebaum apparently sees Jitile hope for a bill; she blames the Administration
for its fatlure,

Senator Kennedy s on the record as staunchly epposed to the current conference bill -
passing the Senate. The Education and Labor Departments are working on ensuring Democratic
Senate support for stopping & bad bill from passing. At this point, few of the interest groups -
the education community, organized labor, and local officials - want the hill that is likely to
some out of conference.

It is remotely possible that a good bill can be salvaged. Qur.campromise offer stitl is on
the table, but we are pessimistic that constructive negotiations will result,

In the meantime, White House stafT and the agencies ate working to make sure that the
Administration’s reform proposal -~ and the Republican anti-reform position - are represented
accurately in the media.

If this legislative process does fail, it s oritical that we make clear that the Republicans
rejected our individual-oriented, non-bureaucratic Skill Grant reform. We must also use the
occasion to make the strong case for why our G.1 Bill of Riglts for America’s Workers is a must
for the futore.



September 26, 1996

MEMORANDUM FOR LAURA TYSON

GENE SPERLING
FROM: PAUL DIMOND 72200
SUBIECT: Gl BILL FOR AMERICA'S WORKERS -- next steps?

cc: BRUCE REED

Assuming that the Conference Bill rejecting the President's Skill Grant proposal craters as
Congress races 1o adjourn, we need to consider the next steps to keep the President's basic
message and principle alive -~ during the campaign and for enactment if he is re~elected.
Consider the following suggestion: '

1. POTUS declare (a) victory for appropriations support for &kmm@-&v{)ik and (b} outrage
at Republicans in authorizing commitices for caving into to extreme right—wing opposition,

2. POTUS express dismay that Congressional Republicans could not agree on providing Skill
Grants to hard~work American workers who are dislocated and want to learn new skills to
find new and better jobs in this dynamic economy. Like Portable pensions and health care
for America’s workers, expanding the opportunity to learn new skills is vital to enabling every
worker to know that they can make it in this new economy: this will insure sure that
America’s workers have the tools they need to make their own choices about how 10 get
ahead. For that reason, POTUS proposes that a refundable tax credit of 32600 be made
available to every dislocated worker. {The pay~for this can be ¢ut is DoL budget. 1
recommend that we not include "underemployed” workers in this Skill Grant tax cut now, for
two reasons. First, both Treasury and OMB will be unwilting at this time to do 50 for a
variety of insufficicnt reasons that can be dealt with later in context of budget proposal.
Second, I believe that Skill Grants for the "underemployed” should be integrated into a new
proposal for Pell Grants as a part of Budget Reconciliation: a complement te Hape
Scholarships and Dislocated Worker Skill Grants as a refundable tax cut (or other mandatory
mvestment). Pell Grants slready provide a far larger number of "undercmployed” workers
with the equivalent of Skill Grants than DoL appropriations for "job training.”)

3. POTUS issue executive order on existing Dol Skill Grant national demosfbase closure,
School-to~-Work, and America's Job Bank {and mavbe a couple of related items. Tim
Baricle is working on a proposed draft.)

I recommend that Gene be authorized to run this process immediately with OMB, Treasury,
Dol, DoEd to drive this 0 a good outcome ASAP.
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Navember 7, 1996

MEMORANDUM FOR GENE SPERLING

BRUCE REED
FROM: PAUL DIMONDAZ(
SUBIECT: G.I, BILL AND FY98 BUDGET STRATEGY

Introduction. The major strategic judgment is to decide bow much (and what portion) of the
President's education and employment agenda you want to slam into a major balanced budget

" reconciliation and how much you want to leave 1o the authorization and appropriation process,

This will require careful attention to prioritics and tactical considerations. This memo lays
out a range of options that 1 hope stimulates your more insightful and experienced planning
on the politics and the budget.

I also believe these options should be considered against a cross-cut look at 2 mini~
max strategy based on maximum and minimum cooperation from a somewhat cooperative to
totally hostile Congress and the maximum usc of the President's bully pulpit to persvade the
American public that they do have the tools to make the historic crossing from the stagnation
in the waning of the old industrial economy to a more rewarding future in the flowering of
the new cconomy in 4 new century. The main mesage and goal of all this should be to put.
good information and increased purchasing power in the hands of individuals and families so
they canlearn the skills they choose to make that crossing.

Finally, I believe that Secretary Rubin could be a major player in pushing this
successfully through s balanced budget reconciliation, particularly if he were joined by a-
prominent Republican (as Secretary of Education or Labor) like former Governor McKeman
who is well-connected with Congress, business and the Governors.  Any such strategy will
require cooperation from Treasury in assuring that compliance and administration burdens are
born by competent institutions other than IRS.

G.J. Bill for America's Warkers. The maximun: that can be placed in a reconciliation bill:

. Skiil Grant Refundable Tax Credits (administered through UL system with advance
payment upen proof that have search for new or better job for 8 weeks without |
success, and could be part of UL reform with mandatory Skill Grants) for unemployed
workers;

. . similar Skill Grants for "underemployed™ workers (1 would be tempted to merge this

with Pell Grants, which alrcady finances more education and training for "under— -



. employed, low~income” persons than all of JPTA put together)
™ job scarch credits {say $250 refundable credit fhmugh {11, system) for unemployed
workers.

You could also omit onc or both of the last two, and rely on authorizing and appropriation
process (¢.g., & Higher ed reauthorization bill that adds a new title to Pell Grants). For
scoring purposes, individual Skill Grants would only cost the incremental beyond whatever
Hope Scholarship, Education Tax Deduction, and Pell Grant would otherwise cost for
individua! for one year). [Whatever else we do, we should separate the adult from the youth
portions of G.I. Bill. The youth portions of the G.I. Bill will have to go through the
discretionary authorization and appropriation process, although the youth portions could baild
on a variation of skill grants and School-to~-Waork by incenting states and localities to allow
state-local school funds 1o follow youths over the mandatory school-age (to their own choice
of "school” until they carn a high school diploma and lcarn a marketable skill).

If you-submit all of the adult portion of last year's G.I, Bill 1o the authorizing and
appropriation process, we will end at most a block grant to the states, to be administered
through Onc~Stop Reemployment Centers (3 euphemism for letting the governors fight it out
with the Employment Scrvice) and a requirement that States use individual skill grants that
they design for any training and education for dislocated (and disadvantaged) workers. This is
not awful, but it does dilute the message, the tools, and the signature of the President.
| Whatever the decision here, we do need to pay attention to requiring all providers to make
. better information on their programs and results available to all consumers ]

Student Financial Ald. There are three parts to this you need 10 think about: student loans,
Pell Grants, and the mandatory fax cuts {or grants). :

. Student loans are already on the mandatory side of the budget. But we need 10 rethink
our strategy on direct lending vs. the guarantee loan program: the competition from
Direct Lending plus improvements in terms. performance, and lowering the subsidy
costs and waste of the GSLs, privatizing Sallic Mae, and cnabling GSLs o offer
income~contingent loans may well make the Guaranteed Student Loan Program more
cfficient, convenient and effective over time than Direct Lending. We, therefore, need
to consider how to declare and get credit for a well ~deserved victory here rather than
manning the rampars to defend Direct Lending per ¢ and set ourselves up for defeat.
{One possibility is 1o call both G8Ls and Direct Loans "HOPE Loans” (i.e., Higher
OPportunity Education Loans) to complement the President's Hope Schelarships. In
any cvent, our emphasis should be on delivering the most effective purchasing power
to borrowers based on a few key principles: better information and gatekeeping for
providers, more affordable and convenient aceess for borrawers to use at the school of
their choice, 25-year torms and Pay-As—You-Eam and other repayment plans for
borrowers, more effective collection, ete. (We ecould press such HOPE loans cither {1}
through continuing the competition between direct loans smd GSLs and touting the
competition as great ro matter who “wins™ or {9) by developing an integrated loan

. program borrowing the best features of Direct Lending and GSLs)



Pell Grants could also be included in 2 bedget reconciliation, either as & mandatory
individual spending program or as a part of a refundable credit (administered by
student financial aid system rather than IRS in either case). If you want to consider
an increase in the dollar amount of this individual grant (¢.g., to put the purchasing
power back to where it was 25 years ago}, I don't see how this can be done on the
discretionary side of the budget through appropriations. If you do choose o go to the
mandatory side and increase the amount of this individual grant, [ recommend careful
consideration of changing the terms of Pell Grants so that they bear more of the
President's mark (¢.g., increasing amount to pay for the cost for first two years of
public—4 year college, with students required to rely more on student Joans for last
two years and for graduate schoolj. This would support POTUS idea of making first
two years of college universal, You also need to be prepared - and to take credit ——
for ~- a tegislative compromise that leads to an increase in Pell Grants {and Skill
Grants) in exchange removing refundability feature of Hope Scholarship: this will be
much easier to consider doing if Pell Grants and Skill Grants are a part of the budget
recoreiliation.

Hope Scholarships and Education Tax Deduction obviously are integral components of
a balanced budget reconciliation. My two suggestions: {(a) consider imwing the
amount of the Hope Scholarship so that it pays median cost of first ieu&?cam of 4~
year public college {(that would be more popular and put more real purchasing power
in hands of individeals and families than tailoring to community colleges) and (b)
consider administering the refundable portion of Hope Scholarships through student
financial aid (and UL systems) so that this purchasing power {along with Skill Grants,
Pell Grants, and student loans) is effectively in the hands of the consumer up front.

Better information and gatekeeping on results of providers would increase (a) popular political
support and (b) the on-going accountability and constant improvement through competition of
such a market systems. Some short—term fig leaf to cover us on increases in tuition costs
resulting from increased purchasing power might also build political support now, but this is
less critical far support and long-run effectivencss than making sure that administration and
compliance in this new system of federal support for financing post-secondary education and
training 5 not loaded onto an already beleaguered IRS.



November 12, 1996

MEMORANDUM FOR  LAURA TYSON

GENE SPERLING
FROM: ~ PAUL DIMOND #Y)

. SUBIECT: | o SEPARATING G.I. BILL PROVISIONS?
;::c::‘ ‘ | BRUCE REED

If you do not think it is pogsible to achieve a single, integrated education and training
account to achigve the President’s goal of putting good information and increased
purchasing power in the hands of individuals and families, Part I elaborates an alternative
approach that retains the several funding streams but coordinates their implementation,
The major issues are: (a) the amount of budget resources you want to place in each
stream, the total education and training budget and the exient to which you want to place
these funding streams on the mandatory side of the budget, including as refundable tax
credits; (b) the extent of the coordination between funding streams, both in terms of the
users and the administration and gatekesping; and (¢} whether you wish 1o add non-degree
programs as permissible uses of these funding streams. The purpose of this analysis i5 10
raise key issues so that the President iz not blind-sided by the current budget proposals
of DoED and Dol. that fail to implement the key principles of individual empowerment,
market accountability, and rewards for performance.

Part Il proposes a workable alternative to bring the youth programs in line with the
President’s basic principles.

The premise underlying both parts is that we cannot and should not again propose a
single G 1 Bill for America’s Workers authorizing legislation that secks to tie all DoEd
angd Dol youth and adult education training and job search programs together. That
approach did not work in the last Congress and will not work in this Congress: it will
only invite unnecessary battles with the Republican Right Wing about School-to-Work
and Republican centrists about devolving all education and training to the states.

L Adults

Hope scholarship — refundable tax credit for ¢ducation and training, degree and f-year
certificate programs. $1300 for twa years, including 1-year centificate. {Issues: raise to
$2500 por yeas? Include non-degree programs? Information include percentage and
ume for students to achieve degree or certificate {and, if include noo-degree programs,
job and income results for students in non-degres programs)? Gatekeeping?
Administer through DoEd student financial assistance, with advance payment of
refundable portion eredit? How coordinate with TRS?]

Education tax deduction -~ for education and training, degres and {-year certificate
£10,000. [Issues: include non-degree?) ‘

I %
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Dislocated Worker Skill Hope Credits -- after 12 weeks of job search, refundable tax
credit, Total of $2500 [including $1500 Hope Scholarship]. {Issues: how relate to
portable health care? Raise amount to $3000? DoEd student financial assistance
administer, with UVES confirming 12 weeks of job search? Include non-degree?)

Pell Grant for degree and 1-year certificate, {Issues: mandatory or discretionary? increase
to $3000 or $3500, perhaps in exchange for limiting to first two years? Add non-
degres? gate-keeping and information?]

- Student loans, with Pay-As-You Eamn and 23-year sliding scale repayment plans [Issues:

inciude non-degree? how set bar and conditions of GSL and Direct Lending 1o make
loans more affordable and conveniont to students, with better information, gate-
keeping, and collection?}

{Issue=3250 refundable credit for ;ob-seamiz’? or rely on interactive job banks and
counseling/placement from the search firms that represent employers?) :

[Workforoe Development Act - if omit non-degree from Hope Scholarship, Pell Grants
and Student Loans, then go with principle of devolving Dol programs to states, with
states having flexibility to design individual grants for job search and training, with
sign-off by local labor market workforce boards made.up of majority of private
employers and by county-city executives; approval by Secretary of Dol in
consultation with Secretary of Education}

[ Welfare-to-Work Jobs Challenge based on principle of state-local design to connect
welfare-to-work participants to real jobs in expanding local labor markets] ’

i
%\

DoL: performence incentive awards to states and localities that put per pupil K-12
resources behind students 17-24without high schoo! diplomas to lsam to eam high
school diploma, workplace skill.and (2)job or {b)access to post-secondary education.
E.g., $1000 per student with $500 to state.locality for each student they got back into
learning program that meets conditions and another $500 for each such student eaming
a high school diploma, workplace skill certified by local workforce board and (a) job
with 1500 hours work per year or (b) access to post-secondary education. [Issue:
necd suthorization? if so, don’t tie in any way 10 School-to-Work so that R’s don't
have 1o face issue of right-wing attack on STW, Also: sssume that keep summer jobs,
Job Corps; small fund for experiments, demos?])

Vocstional Education/ACE Graduation Challenge: incentive awards for retaining more
students in “school™ until eam high school diploma that means something to
empioyers and colieges, Use bully pulpit to encourage range of choices,
apprenticeships, experienced base leamning, charter schoals, etc,

continue to fundjand implement STW, but use bully pulpit to ceoz*dmz.;c with new Dol
incentive awards and DoBd graduation challenge.

2. Youth Education and Training
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MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING
‘BRUCE REED

SUBJECT: FEDERAL GUARANTEE TO ALL AMERICANS TO INVEST IN
POST-SECONDARY EDUCATION AND TRAINING THEY
CHOQGSE

Proposal: Under our direction your education and training policy team {Ken Apfel OMB,
Mike Smi%@;&wﬂw&@m: newiral proposal (o
guaranteeor the mandatory side of the Budggc spurces $o enable every American
family, student, and worker sasensees-to invest in the post—secondary education and training
they choose. The proposal achieves this goal by using the savings from simplifying the Hope
Scholarship and further reforms in the student loan program to expand the amount of Pell
Grants to the median cost of one yzar of college cducation and to provide greater flexibility

so that individual Education and Skill Grants are availsble to tow- and moderate~income
families and students and dislocated and "underemployed” workers.

Discussion: There is ne objection from any of your Principals on policy grounds to this
proposal. In combination with Hope Scholarships, Education and Training Tax Deduction,
and Pay—-As-You-Earn student loans this proposal implements your long-time goal of
guarantceing that every American family, student, and worker - regardiess of income or
wealth —— will have the resources 1o invest in the education and training they choose. As
such the proposal provides the platform for a Second Inaugural Address that gives substance
to all of your previous related proposals — Pay-As-You~Eam Student Loans, Middie Class
Bill of Rights, G.I. Bill for America's Workers, and Hope Scholarship.

In contrast, all of your Principal Advisers cxpress substantial or grave concern that the
proposal of such a guarantee will complicate your ability to achieve & Balanced Budgat
Reconciliation agreement.  Director Raings is therefore analyzing whether the substance of the
proposal could be achicved on the discretionary side of a balanced budget agreement,

Yo .gMWMWq ?uuﬁf»} |

Recommendation: Given the importance of these issucsy we recommend that this proposs
and altcrnatives thereto be presented to you, with all of the pros and cons, so that you can
discuss the issues fully with your Principal economic and education advisers.

Decision:

Yes, present proposals for discussion and decision ¢ ¢
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® Jamary 16, 1997

MEMORANDUM FOR GENE SPERLING

FROM: PAUL DIMOND /20 |
SUBJECT:  SCHEDULING REQUESTS BEFORE scmu
CC: MICHAEL WARREN
e, y MELISSA GREEN
KATHY WALLMAN

'

;’ H
&& America's Workers. Ken Apfel wants to convene a Deputies’ meeting with
{] OMBNE’C{)PC DoEd,andDostetuppmcessandpmwdenmthmgordmforthenm
month on this. He would like for you to join in this meeting and wants to schedule it for
tomorrow, Friday, January 16 or Tuesday, January 21. Instead, I recommend that you
convene the meeting to make clear that you {and the NEC, with Bruce if you wish} are in
charge of the process; and further, that the charge to the group is to develop options for
actieving federal skl grawis for dislocated and low-income workers, including for non-
. degree programs, tha (@} build off or coordinate with our Pell Grant/Student Loan proposal
and operation and (b} can be implemented through budget reconciliation negotiation or
through authorizing/appropriation process that can pass this year. All other components of
the GIBFAW proposal can then evaluated for separate action through the-
authorizing/appropriation process. If you do not assert leadership over the process or
substance, you run the risk that Ken - who has many other higher pricries and will arpue that
" other options should be presented - will steer the process toward a compromise that will
undermine the President's chief priority. If you can't attend the meeting then deputize
eope 10 dehverﬁrcnmsagem set up the process you want.

¥ Hobs (ﬁmﬂeage. Ken would like to convene a similar meeting of deputies for this
same day, consistent with your schedule.  Although T do not feel as strongly about this,
ieve that you (with Bruce) should convene this meeting and set the agenda.

W . 3. Leaders of Business/ other Constituency Interests: me more than 15 minute
A« 7 introduction meetings. Yeou need to set aside an afternoon or morning to kneck off
AR about 20 of these mectings. If will build your credibility, and a network of people who
KA want fo feel like they can be consulted or help support the President.
- e Rob Jores, President of National Alliance of Business. He has been very supportive
I on Cioals 2000, High Standards, STW, 2-years of college universal, Skill Grants,
[ S WTIW He is one of the few parsons, given his business and Iicpuhhcan support, who
It has suceeeded in building truly bi-partisan support for POTUS.  He knows the issues,
‘ : is smart, and will continue to be a tremendous ally.
T Tony Carnevale, Morty Barr, and an ad hoc coalition of labor and business leaders



who support coordinated system of foderal Skill Grants, Pell Grants, Student Loans,
Hope Scholarships, Education and Traming Tax Deduction, expanded IRA, Sce. 127 to.
help all individuals and families invest in the post-secondary education and training
they choose,

Sol Horwitz and Ron Boster from Cormmittee for Economic Developmmt As you
know, they basmliy write reports on a variety of topics; generally, they are supportive
of POTUS economic plan, but their most recent report — "Growth With Opportunity” -

- does, |

probably executive director of Chamber of Commerce and small business group (check
with Dorothy Robyn)

National Association of Manufacturers {check with Ellen on who}; BRT (you will
know who to invite);

NGA {Ray Shapock sp?); Conference of Mayors (Cochran); Leaguc of Cites (Don
Belm); the comparable organization of counties (have someone get name from Marcia
Hale's office)

Organized labor (you should get a list together of those with whom you haven't met
already).

Sorry to add to your already too extensive burdens!



