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I have not had a chance to vet this memo with all of the members of the economic 
ream, so I have just tried to note some basic analytical issues, as well as some budgetary and 
revenue aspects that we have worked on with Treasury and OMB. Certainly, other members 
of the economic team will have other thoughts and comments for you during the budget 
process.

The Senate pledge, "7 More in ’94," is comprised of seven broad proposals, including 
a balanced budget amendment, an increased tax exemption for children, welfare and health 
care reforms, and anti-crime measures. Unlike their House counterparts, the Senators 
included no specific legislation in their agenda. Section IV describes the Senate proposals.

Section V is an appendix which includes budgetary cost estimates the NEC prepared 
of the House Republican Contract, as well as a short summary and chart of the effect of the 

entire Contract on Seniors.

The Contract With .America contains two sets of promises. First, the Republicans 
promise to enact a series of procedural and rule changes within the House of Representatives 
on the first day of the 104th Congress. Second, they promise, within the first 100 days of the 
Congress, to bring to a House vote 10 major pieces of legislation. While they have promoted 
this across the nation as an agenda to pass, they have built weasel room into their fine print 
by claiming that they have only obligated themselves to put it up to a vote. Section I lists the 
Opening Day reform promises; Section II discusses the major tax and budget aspects of the 
Contract, and, Section III outlines the remaining aspects of the Contract's legislation.

1—. /* / -I .

and Senate Pledge

Leon asked me to give you a summary of the proposals — particularly the tax and 
budget proposals — within the House Contract and Senate Pledge. There is far more detail 
on the House Contract — which included legislative language — while the Senate pledge 
was quite vague.
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I. HOUSE CONTRACT OPENING DAY PROMISES:

Apply major national work standards and rules to Congress, including: the Fair Labor

2.

3.

?8.
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Ban proxy voting in committees and subcommittees.

Increase public access to committee and subcommittee meetings by limiting which
meetings can be closed and increasing the access of print and broadcast journalists.

8. Select an independent auditing firm to conduct a comprehensive audit of the House of 
" Representatives' financial records, physical assets and operational facilities.

Standards Act, Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act, 
the Occupational Safety and Health Act, and the Family and Medical Leave Act.

Require that any bill which increases revenues be passed by a threc-fifths super 

majority of Members voting.

Change baseline budgeting by eliminailng adjustmcuis of discretionary appropriations 

for inflation.

■Z Reduce committee staff by one-third, realign and significantly reduce the number of 
standing committees, abolish most joint committees and limit all committees except 

Appropriations to 5 subcommittees.

Limit the terms of committee chairs to a maximum of three consecutive Congresses.



n. MAJOR TAX AND BUDGET ASPECTS OF THE CONTRACT:

1. BUDGETARY REFORM (THE FISCAL RESPONSIBILITY ACT)
f
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After running through the major tax and budget provisions, this memo briefly 
mentions the provisions in the six other bills of the Contract.

(1A): Balanced Budget Amendment: The proposed balanced budget amendment requires that 
the federal budget be balanced by FY 2002 or by the second fiscal year after its ratification, 
whichever comes sooner. It also would require any bill that increases revenues to pass each 
House of Congress with a three-fifths majority of its members.

Below is a summary of the portions of the House Contract which include the major tax and 
budget changes. Most of these are included in four of their ten pieces of legislation: 1.) The 
Fiscal Responsibility Act (balanced budget, line item veto); 5) The American Dream 
Restoration Acr, (child tax credit, expanded IRA, partial repeal of marriage penalty); 7) 'The 
Senior Citizens Fairness Act (lift earnings limit to 70, and repeal 85% threshold for Social 
Security), and 8) The Job Creation and Wage Enhancement Act, (capital gains tax cut, neutral 
cost recovery, small business incentives, etc).

• Social Security: While some balanced budget amendments have specifically 
excluded Social Security from consideration in the balance calculation, this proposal 
does not. Yet, it is worth noting that excluding Social Security would make the 
budget more difficult to balance since the size of the deficit would not be masked by 
the Social Security surplus

• Size of Deficit Reduction Plan Needed: The Congressional Budget Office has 
estimated that balancing the budget over a seven year time frame would require 
reducing spending and increasing revenue by a total of $743 billion and the Concord 
Coalition has confirmed that estimate. Over a seven year period, an evenly phased in 
plan would require a $1.2 trillion deficit reduction plan.

Analytical Notes:

• Three-Fifth Majority for Revenue: The Simon-Slciihuhn Anicudiucnt docs not 
call for a three-fifth vote for revenues — and Simon will be opposed to a 
constitutional amendment that has such a restriction on raising revenues.

Y ? • Effect on Capital Gains and Dynamic Scoring: Ironically, since they like to 

* describe their capital gains proposals as raising revenues, it seems to me they have 
made a trap for themselves. If they claim that their proposals raise revenues through 
dynamic scoring, they will be subjecting their own proposals to a three-fifth scoring.



\y (IB). Presidential line-item veto over appropriation bills and targeted tax benefits in

discretionary budget authority or veto targeted tax benefits within revenue bills if the

fairness provision. It has three parts: A) a $500 child tax credit; B) begin repeal of the

Analytical Notes:

with low tax burdens, the proposal would lead to serious inequities to working

over $180,000 adjusted gross income.
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5 THE AMERICAN DREAM RESTORATION ACT: This is their middle class tax 

marriage penalty; C) and an expanded IRA.

Unnecessary Regressivity: Because the proposed child tax credit is available for 
families making up to $200,000 and because it denies any refundability t0 ^llles 

r 
families. For example, a family with two children making $150,000 would get a tax 
cut of $1000. Yet, a similar family of four making $20,000 would get no tax benefit

(SA)- $500 per child tax credit: The Contract calls for a $500 tax credit per child under age 
18 in families with income up to $200,000. The tax credit is gradually phased out for 
families with income in between $200,000 and $250,000. This is essentially the proposal that 
Rep John Kasich offered in his 1994 Republican budget alternative in March, 1994.

the program also included a tax increase on the top 1.2%. In 1993, 100% of 
Republicans voted against a budget with a dramatic expansion of the Earned Income 
Tax Credit largely, again, because of tax increases on the top 1.2% — those making

whatsoever because they would not have taxable income to offset.

House Republicans Opposed a Child Tax Credit in 1992 and 1993: In 1992, 99% 
of Republicans voted against a child tax credit and an expanded IRA simply because

revenue bills.

This bill would give the President the authority to rescind all or part of any 
discretionary budget authority or veto targeted tax benefits within revenue bills if the 
President determines that the rescission or veto would:

1. help reduce the federal budget deficit;

2. not impair any essential government functions; and

3. not harm the national interest.

'Phc President must notify Congress of the veto or rescission within 20 calendar days. 
Congress would have an additional 20 session days to review the President's action, during 
which time it could pass a rescission/receipts disapproval bill, that, if enacted, would restore 
Congress would have an additional 20 session days to review the President's action, during

1

the removed provision(s).



salary and wages) would be forced to pay a higher effective tax rate.
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(5B). Begin to repeal the marriage penalty: In the preliminary papers on the Contract that 
the House put out, they called for elimination of the marriage penalty. This was apparently 

legislation by Congressman Istook that called for allowing joint filers to choose 
wnicnev^ .uu.5 ---- 1 beneficial. They had clearly not thought through al
of the gaming this would lead to or the cost. When Gephardt asked for scoring of the Istook 
Ulll „1V _i $71 billion. At this point, the House Leadership backed off their 
proposal, and changed their proposal from "repealing" the marriage penalty to "begin to

proposal was to simply say that married couples who file jointly and would be required to 
pay more in taxes than if they had not been married and filed separately would be entitled to 
a tax credit — but that the Department of the Treasury is instructed to calculate the tax 
credit amount so that the total reduction in federal revenues is estimated to equal $2 billion 
for each taxable year. Thus, they have simply decided that it would only be as generous as

give some couples an unfair advantage over others. Married couples would

rate wtrnld'enable couples with significant unearned income to reduce their 
taxes, whereas other married couples with the same total income (but through only

Analytical Notes:

Revenue Loss: Removing any marriage penalty is a revenue losing tax cut. The 
important thing to note about proposals that eliminate the marriage penalty is that they 
either cost serious revenue or they call for raising the tax rates of other to lower them 
for some married couples. More precisely, the tax burden would shift from two 
income families onto one-income families (which frequently have just one parent) an 

single persons.

Gaining: Treasury notes that the Istook plan — giving two income families the choice 
of filing separately would create incentives for couples to "game" the tax system and 
manipulate their unearned income, which would complicate the tax filing process and 

* - . « . ( OVCr C*1___ /-•rviirdoc u/Aiiln mani nil I ate
their unearned income by moving ownership of assets to the spouse facmg the lower

bill, the cost came out at

1 -
repeal" the marriage penalty.

Their crude way of dealing with this in the short time they had to change their

than if they had not been married and filed separately would be entitled
pay more in taxes

credit amount so

could be afforded for $10 billion over the five year window.

based on legislation by Congressman Istook that cauca iur auuwmg ju.u.u.v., 
whichever filing status they found most beneficial. They had clearly not thought through a

$71 billion. At this point, the House Leadership backed off their



participants they are eligible regardless of income. The deduction is phased out between

withdrawal prior to retirement (59 1/2) for qualified special purpose distributions, which are

are al

By contrast, American Dream Savings Account proposal is "backloaded." There is no

it can actually-raisc-f&vcnues in the first several years. The "rolloverloadeTLIRA

actually raises money in the short-run.
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No income Limit: The new proposal would allow anyone, regardless of income or pension 
coverage to gain the tax benefits of an IRA. Currently, however, over two-thirds of taxpayers 

Iready eligible. Anyone, regardless of income or pension coverage could benefit. This
would essentially repeal the restrictions from the Tax Reform Act of 1986.

Backloaded: Under conventional IRAs, the benefit the taxpayers receive is their ability to 
contribute pre-tax income and then to allow interest to accumulate tax free. IRA contributors 
pay taxes eventually, but after significant tax free accumulation and presumably when their 
tax rates are lower. Therefore, the revenue loss from expansions would be seen right away as 
more currently taxable income can now be put into an IRA without paying taxes.

By contrast, American Dream Savings Account proposal is "backloaded." There is no 
revenue loss in the five year budget window because taxpayers are still paying taxes on their 

income, and depositing after-tax contributions in their IRA.

(5C): Create an Expanded 1KA — "American Dream Savings Account"

Currently, taxpayers are allowed to deduct up to $2,000 and contribute to an IRA if 
their AGI is less than $40,000 (joint) or $25,000 (single) — or if they are not active 
participants in an employer-sponsored pension plan (and their spouses are not active 
participants they are eligible regardless of income. The deduction is phased out between 
$40,000 and $50,000 of AGI on joint returns and between $25,000 and $35,000 for single 
filers. These income limits were added by the Tax Reform Act of 1986 (TRA). Eamings on 
IRA contributions are not taxed currently, yet distributions from IRAs are subject to income 
tax. An additional 10% penalty is imposed if distributions are made before the taxpayer is 59 

1/2.

Roll-Over and Back-Loaded: Indeed, if there is a "roll-over provision in the "back- 
it can yrtiplly raise 'n the first several years. The rollover

provisions give taxpayers with existing IRA accounts a one-time only option to pay taxes 
now on the fun^jnJhejrJRk^ccounts and-transfer the funds intonewJRAaccounts. „ 
Becaus^Those who "rollover" pay taxes on pre-tax income, the "backloaded, rollover IRA

The plan creates a new type of IRA that is expanded in the following form:

Withdrawal for First Time Home Buyers, etc.: These IRAs are penalty free from

for first time home buyers; higher education preventions for family (including grandchildren), 

medical expenses — including longrerm care insurance.



.Analytical Notes:
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10 Year Senate Scoring Rule: It will be interesting to see how the Senate's ten year 
scoring rule will affect the back-loaded, roll-over provision. Indeed, perhaps the best 
justification for a 10 year rule is that it smokes out bills that are designed only to 
"fool" the five year budget window.

Revenue Impact: The Contract writers estimate that expanded IRAs will increase 
revenues by $4.7 billion over the next five years. Past CRS analyses of similar proposals, 
however, suggest that ADS accounts could cost $50 billion or more over subsequent 5-ycar 
period after the rollover period ends and the amount of exempt interest in the ADS account 
grows.

Secretary Bentsen: Secretary Bentsen was previously a leader for the expanded IRA. 
His bill was one of the first to call for an expanded IRA that allowed distributions for 
first-time homebuying, education, long-term unemployment and high medical 
expenses. His bill — Bentscn-Roth (now Breaux-Roth) was "backloaded" though 
many say that he agreed to this as a condition of winning support of Roth support. His 
bill also included inflation indexing for the IRA contribution limit. It is worth noting 
that if Democrats were to propose this, that through Secretary Bcntscn, Democrats 
have as much of an original claim to this idea as anyone.

Increase Marginal Savings? One of the justifications for IRAs is that it will 
encourage savings. Yet, many economists
feel that the more it is offered to higher income Americans the more it leads to 
families simply shifting existing savings. In that case, the expanded IRA works not as 
a savings incentive that increases private savings, but only as a windfall for existing 
savings. While most economists do not believe that IRAs for upper middle class 
families increases savings, Larry Summers is one of the economists who has suggested 
that comparative studies show that it could have some marginal savings effect.

Yet, the upside for IRA contributors is that the interest they make on their after-tax 
principal is exempt from taxation forever! Therefore, this is a very deceptive provision from 
a fiscal point of view. It is designed to give the impression that it raises revenue — which it 
does in the short-run — yet it pushes off serious revenue loss to the outyears. It is therefore 
inconsistent with a balanced budget provision, because it is pushing revenue loss off to the 
future, which will increase deficits in the future.

Tax Break for Wealthy: It also allows even the most wealthy Americans to gain 
permanent interest free earnings, while it offers little for working poor families who 
could not afford to put $2,000 a year into a saving account. In 1992, the Joint Tax 
Committee found that 95% of the benefits go to the top 20% of taxpayers and 33% 
goes to the top 3%. Nonetheless, many people in the "top 20%" would be seen as 
solidly in the middle class.



x / Variations Are Possible: It is worth noting that variations of this provision arc
/ possible. Income limits could be raised to $75,000 — as opposed to being lifted

workers between the ages of 65 and 69 would not benefit from these proposals. Of the 
o —thic ornnn who are covered bv Social Security, 75% — 6

were increaseu to >ju,uuu. as me carumgs , .. -------
workers, who currently earn too much to qualify for benefits, and their families would

8

completely.
And early withdrawals for first-time homebuying (or training as well) could be 

allowed regardless of the income limit.

7. THE SENIOR CITIZENS FAIRNESS ACT)

(7.4): Raise the Social Security Earnings Limit: Currently, retired workers between the ages 
of 65 and 69 have their social security benefits reduced by 33 and 1/3 cents for each dollar of 
eamings over $11,160. Above age 69, persons receive full social security benefits, regardless 
of their eamings. The eamings test is lower for younger beneficiaries. They can earn up to 
$8,040 before benefits are reduced, and they are subject to a 50 percent benefit reduction. 

The eamings test thresholds are adjusted for inflation each year.

The House contract would phase in an increase to $30,000 in over five years. The 

cost is likely to be around $7 billion over five years.

Analytical Notes:

Not Benefit Most Seniors: Treasury notes that this is actually an extremely regressive 
— the vast majority of the benefits would go to high-income seniors. Most retired 
workers between the ages of 65 and 69 would not benefit from these proposals. Of the 
8 million persons in this age group who are covered by Social Security, 75% 6
million — did not work at any time in 1989. Their decisions to retire were based on 
many factors in addition to the social security eamings test: health, leisure time, 
savings, pension income, the size of social security benefits, and employers' demand 
for elderly workers. For these same reasons, they are unlikely to seek employment 
once retired, even if the eamings test were raised.

Treasury notes that among those who currently work, many would likely not increase 
their work effort further in response to changes in the earnings test. Either they 
currently earn far less than the exempt amount (and would be unaffected by the 
change) or they cam too much to receive benefits even if the eamings test threshold 
were increased to $30,000. As the eamings test thresholds are increased, some retired 

become’eli^blctoreciive benefits. Receipt of'this windfall may cause some of these 

higher wage workers to reduce their work hours.
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Percentage:

Analytical Notes:

1999.
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1996
1997
1998
1999

75 percent
65 percent
60 percent
55 percent

Seriousness: Calling for repealing this new threshold may have been 
good short-term politics because of the sensitivity of Social Security 
and because $44,000 doesn’t sound like much, even though it is in the 
top 13% for retired couples. Nonetheless, to go back and seek repeal of

HI Solvency: The savings from the 85% threshold in OBRA 1993 went 
into the HI (Medicare) Trust fund and helped keep it solvent for a few 
more years. Prior to our economic plan it was headed for trouble in

Deficit Increase: The hypocrisy of repealing something that reduced the 
deficit and affected only high income entitlement recipients is striking. 
While eliminating it could have cost $20 billion over five years, phasing 
it out would have
a somewhat lower cost in the short-term.

Taxable year beginning 
in calendar year:

The House Contract calls for phasing out the increase in OBRA 1993. They would 
phase it out as follows:

(7B): Repeal OBRA 93 tax increases on Social Security benefits: As you know, in
OBRA 1993, wc increased the portion of benefits subject to taxation for the top 13% of 
Social Security recipients. This provision seeks to gradually repeal that deficit reduction 
provision.

Taxpayers with sufficient income must include some of their Social Security benefits 
in income subject to income tax. Both prior to our economic plan and after our economic 
plan, approximately 80% of Social Security recipients have all of their Social Security 

, f _bcnefits exempt from any taxation. Prior to our economic plan, the top 20% or recipients 

already had 50% of their benefits counted as taxable income to the degree that they had total 
\ income and benefits above the threshold of $25,000 for single taxpayers and $32,000 for 

married taxpayers. What the economic plan did, was ask the top 13% — single taxpayers 
above the $34,000 threshold and married taxpayers, filing jointly above the $44,000 threshold 
— to include 85% of the benefits above this higher threshold as taxable income.



(7C) Tax incentives for long-term health insurance:

8: THE JOB CREATION AND WAGE ENHANCEMENT ACT
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Regressivity: It also is the case, that seeking a special provision to 
lower the 85% threshold, puts Republicans in a position of choosing to 
come up with billions of additional savings for seniors and then give 
them only to the top 13% of recipients — completely ignoring all 
others.

Individuals will be allowed to deduct private long-term care insurance premiums from 
their taxable income according to the following schedule:

a tough entitlement savings from 1993 will be looked at with a very 
negative perspective by opinion leaders.

Taxpayer Age
40 or less
41-50
51-60
61-70
More than 70

Maximum Deduction
$200
$375 
$750 
$1,600
$2,000

There have been several capital gains tax cut options over the last few years. President 
Bush had proposed several variations during his term. The way capital gains tax cuts are 
designed is that they exclude a portion from adjusted gross income. Under prc-Tax Reform 
Act of 1986 law, taxpayers were permitted to exclude 60 percent of the excess of long-term 
gains over short-term losses. Thus the maximum tax rate on long-term capital gains was 20 
percent (40 percent of the 50 percent top income tax rate).

The contract calls for excluding 50% of capital gains income from taxation, which 
would have the effect of halving the tax rate individuals pay on capital gains. For example, a 
50 percent exclusion would reduce the maximum capital gains tax rate to 14 percent (50 
percent of 28 percent) and taxpayers in the 15 percent bracket would be subject to a 7.5 

percent rate.

(8A): Capital Gains Tax Cut: Under current law, long-term capital gains that are taxed are 
capped at 28%. Taxpayers in the 15 and 28 percent brackets therefore pay the same tax rates 
on capital gains as on other income. Yet, since long-term capital gains rates are capped at 28 
percent, taxpayers in the 31 percent, 36 percent and 39.6% tax bracket rate currently pay a 
lower rate on long-term capital gains than on other income. Thus, it is the case that Clinton 
economic plan, by raising marginal rates for higher income taxpayers, did create a strong 
incentive for longterm capital investment.
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Congressman Archer, the new Chairman of the House Ways & Means Committee, 
introduced a slightly less generous option, H.R. 3739, that also excludes 50% of capital gains, 
but repeals the 28 percent rate cap. The difference is that someone in the 39.6% bracket 
would face a 19.6% capital gains tax rate (l/2 of 39.6%) as opposed to 14% rate (l/2 of 
28% ). While Congressman Archer is the likely Ways & Means Chair, the more generous 
option is the 
the one in the Contract and the one that Republicans seem committed to proposing: 

(8B): Index capital gains for inflation: This provision calls for indexing capital gains for 
inflation since assets must held for at least one year. The basis of assets would be adjusted 
for Gross National Product deflator. Taxpayers would increase the basis (cost) of their assets 
to adjust for inflation since the asset was purchased. Variations of this proposal would index 
capital gains only for inflation after some future date or add indexing to one of the exclusion 
proposals. 

Joint Tax Committee Analysis: The JCT did a preliminary analysis of the House 
Contract provision and found that its revenue effect, in addition to that of the indexing 
proposal-, was $208 biJlian cost over 10 Y@S. It also found that 72% of the of the 
individual tax benefits would go to taxpayers making over $100,000. 

DlfTerent From Bush Proposals: A 50 percent e:icclusion is a deeper cut than those 
proposed by President Bush. Bush's proposals gave greater tax reductions depending 
on how long the capital assets were held. For example, the FY 199'2 Budget proposal 
would have allowed a 15 percent exclusion for assets held between one and two years, 
a 25 percent exclusion for assets held between two and three years, and a 35 percent 
exclusion for assets held three years or more. The FY 1993 Bush Budget proposal had 
the same format, with 15 percent, 30 percent, and 45 percent. 

Distrlbutloo of Aggregate Tax Change: Below is the 
full distribution for the 1992 Bush proposal, which gives a sense of bow little of the 
revenue loss goes to the middle class. 

Less than $10,000 
S 10,000-$20,000 
$20,000-$30,000 
$30,000-$40,000 
$40,000-$50,000 
$50,000-$75,000 
$75,000-$100,000 
$100,000-$200,000 
$200,000 and over 

TOTAL 
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0.2% 

0.5% 

1.6% 
3.6% 
4.5% 
11.1% 

8.6% 
17.4% 
52.5% 

100% 
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Current Lbw: Under current law, for regular income tax purposes, depreciable assets 
other than buildings and structures are generally written off over recovery periods of 3, 
5, 7, 10, 15, or 20 years (depending upon their "class life"). An accelerated 
depreciation method may be used (200 percent declining balance for assets with 3, 5, 
7, and 10 year recovery periods, and 150 percent declining balance for assets with 15 
and 20 year recovery periods). Residential buildings are written off over 27.5 years, 
and non-residential buildings are written off over 39 years using the straight-line 
method. For alternative minimum tax (AMT) purposes, less accelerated depreciation 
methods must be used.

(8C): Neutral Cost Recovery Depreciation: One of the most complex and deceptive of the 
proposals in the House Contract is a provision called the neutral cost recovery depreciation. 
It is deceptive in the same way as the back-loaded, roll-over IRA is: it is designed to give 
the impression of raising revenues in the short-term, while it creates large, deficit increasing 
losses in the outyears. The main design tactic is to provide 150% accelerated depreciation 
schedule to some assets currently on a 200% accelerated depreciation schedule — in order to 
raise revenues in the short-term — while increasing the amount of the depreciable asset for 
both inflation (based on a GNP deflator) and an additional 3.5% government subsidized rate 
of return.
The scheme is designed to be neutral in net present value terms to the alternative of 
expensing an investment in the year the investment is made (hence the name), but by adding 
an additional 3.5% return factor above inflation. These proposals give businesses a 
government subsidy, on top of the favorable tax accounting treatment.

JOINT TAX COMMITTEE (Estimate of Bush Administration's Capital Gains Proposal, 
February 3, 1992)

A neutral cost recovery system (NCRS) was suggested in 1985 as part of the Kemp- 
Kasten "Fair and Simple Tax" proposal. The proposal allowed taxpayers to increase 
future depreciation allowances for inflation plus a specified real rate of return (3.5 
percent). For example, if the depreciation that would otherwise be allowed on a $100 
investment is $33.33 in the first year, $44.44 in the second year, $14.81 in the third 
year, and $7.41 in the fourth year (for a total of $100 of allowances), and the inflation 
rate is 3.9 percent, the first year NCRS depreciation allowance would remain $33.33, 
but the second year's depreciation allowance would be $47.79 
($44.44»(1.039)*(1.035)), and the third year's allowance would be $17.13 
($14.81*(1.039)’(1.039)»(1.035)’(1.035)), etc.

Proposals: There are several Republican neutral cost recovery proposals that are included in 
legislation currently pending before Congress. The bills differ somewhat in timing and the 
treatment of depreciation for AMT purposes, but all the proposals include the NCRS 
fundamentals as proposed by Kemp and Kasten in 1985 — depreciation amounts adjusted for 
both inflation (based on a GNP deflator) and an additional 3.5% rate of return. The Contract



Analytical Note:

(8E) Regulatory Reform:
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• Risk assessment and cost-benefit analysis for new regulations:Each executive branch 
agency would be required to prepare a risk assessment, a cost-benefit analysis and an 
analysis comparing the economic and compliance costs with likely benefits to human 
health and the environment for every major rule relating to human health, safety, or the 
environment.

(8D) Increasing Small Business Expensing to $25,000: Ironically, the House Contract calls for 
increasing small business expensing from $17,500 to $25,000. This was not in their initial 
discussions, but was included in the legislation they said they would submit. It is clearly ironic, 
as you proposed increasing it from $10,000 to $25,000 in your economic plan, and you received 
no support from Republicans. Against your wishes, the amount of the increase was eventually 
decreased from $25,000 to $17,500 — still a 75% increase.

• Establish federal regulatory budget: The Office of Management and Budget and the 
Congressional Budget Office would be required to jointly report on the total cost to the 
private sector of complying with federal regulations. They would create a regulatory 
baseline, similar to the budget baseline, that would be updated annually. A regulatory 
report cost would also have to be included with the President's annual budget submissions 
to Congress.

Congressional Research Service Analysis of Longterm Revenue Effect: This proposal 
was also analyzed in a March 8, 1994 memo by Jane Gravelie, Senior Specialist in 
Economic Policy at the Congressional Research Service. The net effect, Ms. Gravelie 
concluded, would be to increase taxable income by $87 billion in the first five years, but 
decrease taxable income by $984 billion over a total of 39 years. And that was using 
only 1994 income levels throughout the time of the analysis. These losses would be 
exacerbated in times of high inflation when businesses will realize huge cash flow 
increases at the expense of the government.

Proposal seems to follow two bills, the Putting Jobs and the American Family First Act of 1993 
(HR 2434) and Family, Investment, Retirement, Savings and Tax Fairness Act of 1993 (HR 
3645): These bills, introduced by Rep. Grams (R-MN) on June 16, 1993 and November 22, 
1993, respectively, would also create neutral cost recovery depreciation. H.R. 2434 and H.R. 
3645 replace the 200 percent declining balance method allowed under MACRS with the 150 
percent declining method before allowing for the NCRS adjustments. They also apply the NCRS 
adjustments to AMT depreciation and include a 3.5% adjustment on top of the inflation 
adjustment. H. R. 2434 has been referred to the House Government Operations, Rules and Ways 
and Means Committees.
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• Private property righrs protection and compensation: Private property owners would
be entitled to compensation for any measurable reduction in the value of their property
due to final agency action.

� • Unfunded mandate reform: Legislation and rules that would require an unfunded 
mandate on either the public or the private sector must include analysis of the cost of that 
mandate. In addition, the CBO and 0MB would be required to issue a federal mandate 
baseline, similar to the budget baseline. Th e Ad v i s o r y  C o m m i s s i o n  o n  
Intergovernmental Relations would study and make recommendations to Congress and the 
President regarding ways to reduce the unfunded federal mandates on state and local 
governments. 

�- • Taxpayer debt buydown: Individual taxpayers would be allowed to specify that up to 
10 percent of their tax liability be used to pay down the federal debt. 

ITI: REMAINING SIX PIECES OF SOCIAL, DEFENSE AND GOVERNMENT 
REFORM LEGISLATION: 

Below are brief descriptions on the other six major pieces of legislation they have 
committed to vote on in their first 100 days. I am just providing you with brief descriptions, but 
we will ensure that the respective departments in the White House arc analyzing the portions 
relevant to them. 

2: THE TAKING BACK OUR �'TREETS ACl': 

• Make the death penalty easier to implement: This refonn would limit the time period
for an application for a writ of habeas corpus and would give judges greater latitude to
deny a habeas corpus application. It would also create special habeas �rpus procedures
in capital cases.

• Mandatory prison terms for the use of firearms in a drug trafficking crime or a crime
of violence: On the first offense, violators would be given a 10-ycar prison tenn for
possessing a firearm, a 20-ycar prison tenn for discharging the fireann or a 30-ycar
prison term for using a machine-gun or gun with a muffling device.

"v • Mandarory victim restitution: Courts would be required to order restitution of the victim
of an offense of which a defendant is convicted. Additionally, courts would be given the 
option to order restitution of any other person who was banned physically, emotionally 
and pecuniarily by the unlawful conduct of the defendant. 

Law enforcement block grants: 1bis section would provide budgetary authority for a total 
of $10 billion in block grants from FY 1996 through FY 2000. 
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r~Pru£ Courts, Ounce of Prevention Council, Local Crime Prevention Block Grant 
« w r _ i i t   i   * Cnmilu onrl rn11n11v Fndpavnr

3. THE PERSONAL RESPONSIBILITY ACT: (welfare reform) This was one of the only 
aspects of the Contract where they listed a specific savings. They claim that the net impact of

their welfare reform proposal would be a savings of $40 billion.

children bom out-of-wedlock to an individual who is less than 18 years of age. States

Cut spending on welfare reform: The aggregate amount of f 
vJelfarc (including family support, Supplemental Security Income
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welfare assistance. Programs which would be prohibited include housing assistance, 
school lunches, non-emergency health services, WIC, domestic volunteer programs, and 
LIHEAP. Aliens who currently reside in the U.S. and are eligible for a program would

Program, Model Intensive Grant Programs, Family and Community Endeavor 
Schools Grant Program, Assistance for Delinquent and At-Risk Youth, Police 

_ Urban Recreation and At-Risk Youth, Community-Based Justice Grants for 
Prosecutors, and Family Unity Demonstration Project

Truth in sentencing grants: States which have laws requiring that persons convicted of 
a serious violent felony serve not less than 85% of the sentence imposed will be eligible 
for these block grants. Budgetary authority is set at $10.5 billion from FY 1995 through 

FY 2000.

Cut certain social spending from the Crime Bill: The following provisions of the Crime 

Bill would be eliminated:

to individuals aged 18, 19 or 20.

• Deny increased AFDC to parents who have children while on welfare:

The aggregate amount of federal money spent on 
; and housing aid) would 

bV'cappedTtThe Vv 1995 level, adjusted only for inflation and changes in the poverty 

population.

• Restricting welfare for aliens: Aliens would not be eligible for non-emergency public 
welfare assistance. Programs which would be prohibited include housing assistance, 
school lunches, non-emergency health services, WIC, domestic volunteer programs, and 
LIHEAP. Aliens who currently reside in the U.S. and are eligible for a program would 
be given a onc-year grace period before losing eligibility.

• Enact a "two years and your out" provision: States would be allowed to force aid

recipients to enter a work training program. ' '"'”2
participating in a work training program, the aid recipient would be required to engage
recipients to enter a work training program. After 24 months of receiving aid and 
participating in a work training program, the aid recipient would be required to engage 
in work activities at least 35 hours per week. States would be given the flexibility to 
design their own training programs and would be provided, in total, $9.9 billion in 

funding over five years.

Z>cnoois uram riugiaui, riBdioiauw IW* •— ----- ------ ,-------
i Recruitment, Local Partnership Act, National Community Economic Partnership, 

... j a* Grants for

• Prohibit minor mothers from receiving welfare: AFDC benefits could not be paid to

would also be given the option to deny AFDC benefits to children bom out-of-wedlock
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tax credit of up to $5,000 per year. The credit is gradually phased out for individuals 
whose adjusted gross income is from $60,000 to $100,000.

* Grant an elderly dependent care tax credit-. Individuals who care for an elderly parent 
or grandparent within their household may claim a $500 tax credit.

• Increase child support enforcement: This section would require noncustodial parents 
who fail to make required child support payments to enter a job search program. If the 
noncustodial parent does not make the owed payments after participating in the job search 
program, he or she would be required to participate in a work program established by the 

state.

6. THE NATIONAL SECURITY RESTORATION ACT: (Nancy Soderberg is having NSC 
do an analysis of these provisions for you).

• Strengthen child protection laws: This section would create a mandatory minimum 
sentence of three years for prostitution of children and increase the mandatory sentence 
to three years for sexual abuse of a minor or ward. In addition, it would increase the 
penalty for using computers to transmit child pornography.

• Develop an antiballistic missile system: The bill would require that the U.S. deploy at 
the earliest possible moment an antiballistic missile system that is capable of providing 
a highly effective defense of the United States against ballistic missile attacks.

• Create a "Commission on National Security and Department of Defense Force 
Structure and Readiness Funding Shortfalls"
The Commission would examine both immediate supplemental funding needs and 
"conduct a comprehensive review of our Nation's defense strategy, force structure, 
modernization and infrastructure needs." The Commission would be required to submit 
its final report to the President and Congress by May 1,1996. lire President, the Speaker 
of the House and the President pro tempore of the Senate would each appoint 4 of the 12 

Commission members.

• Prohibit U.S. troops from serving under foreign command.No U.S. forces would be 
allowed to be "placed under the operational control of a foreign national acting on behalf

• Consolidate food assistance programs: States would receive block grants administered 
by the Department of Agriculture to fund food assistance programs. Current food 
assistance programs would be consolidated into this one block grant program. Budgetary 
authority would be $35.6 billion for FY 1996 and such funds as are necessary thereafter.

4. FAMILY REINFORCEMENT ACT;

• Provide tax incentives for adoption: Certain adoption expenses would be allowed as a



of a multinational force or organization" except in circumstances where such control is

comparable to the goals of the Contract that had been scored.

Punitive damages in civil actions would be limited to the greater of 3% the amount

17

on the cost or tne ueiensc proposdis uh uiv nuuav a .
by Rep. Kasich, which proposed increasing outlays by $61.1 billion and budgetary authority by 
$73.7 billion over five years. He never backed away from this amount of funds and it was the 

t was <
Yet, it is not a precise cost estimate of what is in their exact legislation.

necessary to protect vital national security interests of the United States.

• Restore "budget firewalls" for defense spending: The bill suggests that Congress should 
enact additional legislation that would reset budget firewalls around the defense budget, 
to prevent the shifting of any funds out of defense to help finance domestic discretionary 

programs.

Note on Cost: As there was no specific scoring on this legislation, we based our cost estimates 
-- the cost of the Defense proposals on the House Republican FY 1995 alternative budget written

only Republican proposal that was

9. THE COMMON SENSE LEGAL REFORM ACT

• Require that nonprevailing parties in civil litigation pay the attorney's fee of the 

prevailing party

• Reform product liability laws to limit punitive damages
Punitive damages in civil actions would be limited to the greater of 3% the amount 
awarded to the claimant for economic injury or $250,000.

10. TERM LIMITS (The Citizen Legislature Act)

• This Constitutional Amendment would limit Senators to two elected terms and members
of the House of Representatives to six elected terms. It would apply only to elections 

after the Amendment is ratified by the states.
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IV. SENATE CONTRACT OR PLEDGE VERSION "SEVEN MORE IN "94"

ENACT A BALANCED BUDGET AMENDMENT TO THE CONSTITUTION1.

The Contract with America also proposes a balanced budget amendment.

2. DOUBLE THE INCOME TAX EXEMPTION FOR CHILDREN

3.

The Contract with America offers tax incentives for private long-term care insurance.

18

The Senate Republican Agenda is based on seven broad proposals. Unlike their House 
counterparts, the Republican Senators have not drafted specific legislation.

Most of these seven proposals would require budgetary savings in order to be enacted 
without increasing the deficit.

The Republicans promise "to expand access and control costs by expanding consumer 
choices, promoting competition, reforming medical liability laws, and reducing government 
paperwork and bureaucracy."

REAL HEALTH CARE REFORM BASED ON CONSUMER CHOICE AND 
PRIVATE MEDICINE

The Senators promise to "proceed to immediate consideration" of the amendment after 
swearing-in ceremonies on January 3, 1995. Their proposal does not specify any details about 
how the Amendment will be structured or about how the balancing process will be timed and 
enforced.

The Senate version is more regressive than the House version because it relies on tax 
exemptions instead of tax credits. The additional $2500 exemption would be worth $900 to 
someone in the 36% tax exemption. Yet, it would only be worth $375 for a family in the 15% 
tax bracket and zero for a family with no tax liability. Thus, it only exacerbates the current 
regressivity of the child exemption. As you may recall, prior proposals such as Gore-Downey 
sought to replace the exemption with a credit. Most other proposals have at least sought to have 
a credit on top of the existing exemption.

This proposal would increase the income tax exemption for children from $2,500 to 
$5,000. No upward income bound is specified and the proposal says that the tax change will be 
paid for by "spending cuts".
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4.

The Contract with America includes similar anti-crime proposals.

5.

6.

The Contract with America includes both of these proposals.

7.

The Contract with America includes similar defense measures.

that reduce non-Social Security entitlements. This clearly is a promise to use the Medicare and
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ENACT LEGISLATION THAT BRINGS AN END TO CRIME WITHOUT 

PUNISHMENT IN AMERICA

FINANCING:

$238 Billion in Entitlements: The Senate Pledge also made vague financing promises. It stated 
that it would use $238 billion "equal to all proposals made by President Clinton no* ^enacted

Medicaid savings in the Health Security Act to pay for their "pledge?

The Republicans promise to "impose mandatory prison sentences on violent felons and 
drug traffickers, stops building prisons as though they were Holidays Inns, and put prisoners to 
work." In addition, they state that they will repeal the "pork barrel spending" from the Crime 

Bill.

and less federal spending." They also propose to create jobs with three tax cuts: 1) IRA Plus 

bill.

PROTECT NATIONAL DEFENSE

The Republicans promise to stop defense cuts and protect the defense budget from being 

used to fund non-defense spending.

REFORM WELFARE AND EXPAND JOB OPPORTUNITIES

The Republican welfare reform would be "based on work, more individual

2) lowering the capital gains tax, and 3) indexing taxes on assets for inflation.

The Contract with America includes a capital gains tax cut, IRA expansion and also 

indexes assets for inflation.

TAX FAIRNESS FOR RETIRED AND WORKING ELDERLY

The Republicans promise to repeal both OBRA '93's increased tax on Social Security and 

the reduced benefits for those who work.
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percentage of GDP since the Kennedy

from.
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$100 Billion From Base Closing-type Commission: They also recommend an additional $100 
billion that would an independent commission would come up with for an up-or-down vote, like 
the BRAC. What is somewhat staggering about this idea, is that this is seen as on top of an tn

TOTAL- If they can accomplish all of the savings above — $432 billion — they are still not 
even half way to balancing the budget and paying for their tax cuts and new spending proposals.

addition to the $238 billion in entitlements and $97 billion in non-defense discretionary spending 

promised above.

up $30 billion over five years — barely enough (if enough) to keep up with inflation. By' L 9^ , 

domestic discretionary spending will be the lowest as a i 
Administration. As one might guess, there are no details on where the $94 billion would come 
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V: APPENDIX - BUDGETARY COST ESTIMATES AND SENIOR ANALYSIS

I. Five-year cost estimate of the House Contract

II. Seven-year cost estimate of the House Contract

III. What Would the Impact on Seniors and Others Be?

IV. Pie Chart of Programs Available for Spending Cuts
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0.9

8.0

107 0

10.0 (1)

6.8

17.0

1.3

56.0

6.5
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0.1

$1.0218 Trillion

would cost $72 billion. Apparently the "Contract" has been altered to only reduce the marriage penalty.

(2)

also show yearly costs of $4-8 billion per year. The NCR proposal has been projected by the Senate Budget C'*™™0*6

the total cost of their proposals would be $61 1 billion less, or $961 billion total.

TABLE 1
5-YEAR COST ESTIMATE

HOUSE REPUBLICAN "CONTRACT WITH AMERICA"

($ in billions) i

0 0 (2)

61.1 (3)

0.0 (2)

3.5

years.
(3) The description in

5-Year
Total
$743 0Balanced Budget Amendment

Source: CBO estimate of a 5-year balanced budget schedule. Rep Armey has proposed 

balancing the budget by the year 2000.

Tax Incentives for Adoption
Source: House Republican Leadership Estimate

Dependent Care Tax Credit for Seniors
Source: House Republican Leadership Estimate

$500/child Tax Credit
Source: House Republican Leadership Estimate

Modify the Marriage Penalty
Source: House Republican Leadership Estimate

Super IRA

Defense
Source: House Republican Alternative Budget, March 1994

Raise Social Sercurity Earnings Limit to $30,000
Source: House Republican Leadership Estimate

Phase-Out 85% Social Security Inclusion
Source: House Republican Leadership Estimate

Tax Incentives for Private Long-Term Care Insurance
Source: House Republican Leadership Estimate

Cut Capital Gains Rates/Index to Inflation
Source: House Republican Leadership Estimate

Neutral Cost Recovery
Small Business Expensing Provision

Source: House Republican Leadership Estimate

Raise Estate & Gift Tax Exclusion
Source: House Republican Leadership Estimate

Restore Tax Deduction for Home Office Expenses
Source: House Republican Leadership Estimate

Reduce Congressional Staff by One-Third
Source: House Republican Leadership Estimate

TOTAL COST
(1) Initial documents claimed the mamage penalty would be eliminated, as in the Istook proposal (HR 3851). JCT estimates this 

shows that the cost of the Super IRA would be $8 billion per year. LikewlSe various JCT estimates of rollover, bacldoaded IRAs

However in a cost estimate document released by the House Rep.leadership on Sept 23, 1994, they claim that their defense 
proposal would have 'no costs.' If this reflects that the House Rep. leadership is in agreement with the Clinton defense budget,
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TABLE 2 

7-YEAR COST ESTIMATE

HOUSE REPUBLICAN "CONTRACT WITH AMERICA" 

($ in billions) 

Balanced Budget Amendment 
So11rcl': CBO est,matf' of a 7-yea,· balanced budget schedule. 

Tax Incentives for Adoption 
Source: House Republican leadership E.srimote (/) 

Dependent Care Tax Credit for Seniors 
Source: Hou.re Rep11b/1can l.eader:ihip F.st,mote (I) 

$500/child Tax Credit 
Source: House Rep11blica11 Leadership £sr,mate (/) 

Modify the Marriage Penalty 
Source: Hou." Republican leadenhip Esllmate (I) 

Super IRA 
Source: Centrr on 0udRet and Policy Priorities, and post onaf>•ses by JCT and CRS. 

Defense 

Source: House Republican Altemative Budget, Morch /994 

Raise Social Sercurity Earnings Limit to $30,000 
Source: House Republican leadership Estimate(/) 

Phase-Out 85% Social Security Inclusion 
Source: House Republican leadership Estimate (1) 

Tax Incentives for Private Long-Tenn Care Insurance 
Source: House Rep11blican uadenhip Estimate(/) 

Cut Capital Gains Rates/Index to Inflation 
Source: House Republican Leaders/rip Estimate (I) and JCT analysis, October /994 

Neutral Cost Recovery 
Source: Center on BudRet and Policy Priorities, and estimates based on CRS analysis. 

SmaJI.Business Expensing Provision 
Source: House Republican leadenhip Estimate {I) 

Raise Estate & Gift Tax Exclusion

Source: /louse Republican leadership Estimate(/} 

Restore Tax Deduction for Home Office Expenses 
Source: House Rep11blican leadership Estimate(/) 

Reduce Congressional Statt by une- 1 ntra 
Source: House Republican leadenh,p Estimate(/) 

7-Year
Total

$1,200.0 

1.3 

11.2 

149.8 

14.0 

16.0 (2) 

85.5 

9.5 

23.8 

1.8 

109.8 

16.0 (2) 

4.9 

9.1 

0.8 

0,1 

TOTAL COST S 1.6537 Trillion 

(I) Estimates based on the House Republican Leadership numbers assume that the cost over seven years equals 7/5 ( 140%) of the
fi ve-ycar cost.

(2) The lRA and Neutral Cost Recovery proposals are both listed by the Republicans as tax increases, totalling $24.2 billion. In
fact, CRS analysis shows that the cost of the Super IRA would be S8 billion per year once fully implemented. The NCR
proposal has also been projected by CRS as costing money. In light of these differences, we have calculated both proposals as
cost neutral over the fim S years and estimate the outyear cost on these objective analyses.



WHAT WOULD THE IMPACT ON SENIORS AND OTHERS BE?

31% Cut on Medicare and All Other Programs: If they take Social Security off the table, 
$476 billion must be removed from the pool of potential savings and they would have to cut 
$371.5 billion out of $1,213 billion — a 31% cut in all remaining programs, including 
Medicare.

43% Cut on All Non-Social Security and Medicare Programs: If they take Social Security 
and Medicare off the table, $354 billion more must be removed from the available pool of 
savings and they would have to cut $371.5 billion out of $859 billion — a 43% cut across- 
the-board in all other programs.

The Contract calls for a balanced budget, major tax cuts, and increased defense 
spending. The five-year cost is more than $1 trillion and the seven-year cost is more than 
$1.6 trillion. In addition to these cumulative costs, it is important to also look at what 
percentage of the budget would have to be cut in order to pay for the Contract in the year the 
Republicans would make good on all of their promises. Since the Contract calls for the 
budget to be balanced by FY 2002 (Rep. Armey's bill calls for balance by FY 2000), the 
following analysis examines annual spending for FY 2002 alone.

According to the CBO, there would be $1,891 billion in revenues and $2,209 billion in 
spending leading to a deficit of $319 billion in FY 2002. Thus, to balance the budget, the 
House Republicans would need to cut $319 billion off the baseline spending plus find enough 
savings to pay for their tax cuts and additional spending. A conservative estimate is that their 
plan would require an additional $102.5 billion in savings in FY 2002. Thus, while their plan 
would call for savings of over $1.6 trillion over seven years, supporters of the Contract would 
have to find a total of $421.5 billion in savings in the single year of FY 2002 alone.

How would they do it? To be generous, we will assume that they would get $50 
billion in interest savings in FY 2002 — though that is very generous. Subtracting this 
amount leaves $371.5 billion in savings the Republicans must find in the remaining budget. 
Since we have given them interest savings, interest has to be taken off the table, as does 
defense — since they say they want to increase it. Thus, the Republicans start with a pool of 
$1,689 billion in available savings to cut from in FY 2002. (See attached chart.)

22% Across the Board Cut on Social Security and Medicare: Thus, they then have to 
reduce spending by $371.5 billion out of a remaining pool of $1,689 billion. This would mean 
a 22% reduction across the board in all programs, including Social Security.

Domestic Discretionary
Int. Discretionary
Medicaid
Social Security
Medicare
Civ. Service and Ret.
Other
TOTAL

$314 billion
21

206
476
354

91
227 

$1,689 billion
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The Republican "Contract with America" requires 
$371.5 billion in savings in FY 2002. What will they cut?

PROGRAMS AVAILABLE FOR SPENDING CUTS, EXCLUDING DEFENSE 
(CBO FY 2002 Projections)

Medicaid 
$206 billion

Infl Discretionary 
$21 billion 

Domestic Discretionary 
$314 billion :

Civil Serv./MiL Ret 
$91 billion

■
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Soc. Sea and Medicare 
$830 billion
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Other Entitlements
$227 billion

ST ~7"
kX 7

lllpg



(fVKK

SEI

For Internal Distribution Only, Office of Media Affairs, The White House

The NH and the Coming Era of Participatory Communications

Jonathan Gill

1

them they think it sounds like a good idea,” said Gill. Likewise, most Americans have 

little to do with computers in their daily lives, he believes, because only 12% of the U.S.

House, the Cabinet and many of the most important federal agencies.

If current statistics are any indication, the effort is ahead of its time. “Most 

Americans haven’t heard of the Nil — two-thirds, in fact — but when it’s described to 

population has modems. —

Gill believes efforts to increase computer literacy among Americans will have a

dramatic impact upon political science. “Political science is about power and its use,” he 
__ ___________ _

said. How that power is used is reflected by the technology available for communication. 

“Political science in oral culture was much different than when clay tablets came along.

“This isn’t your father’s government; this government is technology friendly,”

began Jonathan Gill, director of special projects, Office of Media Affairs, The White

House.

By technology friendly, Gill was referring to current government efforts to create 

the National Information Infrastructure (Nil), and to create on-line access to The White

THE PRESIDENT HASTEN

Excerpt From CSC Vanguard Technology Forum, “Redefining 

Collaboration through Groupware,” Atlanta GA, September 22-23,1994.



and it changed again when books came along. Interactive, participatory, computer-based 

communications will dramatically change the political science of the book world.”

We’re currently going through this latter transition, Gill believes. Today, “CNN 

carries the essential, fundamental information of the culture. It is no longer text based.”

This is just a step on the way to a truly interactive era. Gill believes, when the 

passivity of TV will be supplanted by technologies that allow us to utilize our writing.

painting and musical abilities and integrate more of our intellectual capacity into our 

communications. Yet it is unclear what role politics will play in this new era. “New 

technologies have always been adapted into the political process,” he said. “The political 

community in the agrarian and industrial ages was well defined. But political community 

in the information age is still undefined.”

Power and Knowledge

Power will play a key role in defining this new political community, Gill believes.

“Power is an emergent property of knowledge,” he said. “Ignorance does not yield power.

So where does knowledge come from? It emerges from a process of dialog within a 

community.” Today, our community is defined more by television than by the town 

meeting hall. Given this shift, Gill asked, “What will community mean when computer­

based participatory communications become part of the mainstream and we all become 

economic nomads and our cities become carved up by highways? And how will that 

affect power and politics?”

As communities become more diffuse and impersonal. Gill believes power is 

shifting too. There is a need for a new set of what he called “power paradigms” for the 

21st century that maximize knowledge production and enable a sense of community 

2

among people. The traditional sense of government for “the common good” becomes 

unclear in this era, when community is poorly defined and understood. Which power 



paradigm best supports the common good? A traditional, top-down, hierarchical model.

one that is based on power from the bottom up, or one that incorporates some of both?

These power paradigms also have implications for the future of groupware. Gill 

believes. “If my paradigm is one of scarcity — that the only way for me to increase my 

group, then I have a power paradigm that is supportive of groupware.”

These two basic views of power will determine not only the future of cooperative.

networked computing, but of mass media as well, according to Gill. The ironic

Gill. “Normal people can’t get on it or determine what it covers. The barrier to entry in 

sense of powerlessness among many segments of the population, as well as ever 

Breaking Down Barriers to Entry

Yet there is a chance that this trend could be reversed through new participative 

forms of computer communications. If these systems are successful, argues Gill,

a passive consumer of news.”

3

Americans could be drawn back into the process of government. “What we’re seeing with 

participatory computer networks,” said Gill, “is that everyone is a player. What’s the 

barrier today to becoming a multimedia computer sender and receiver? $5000. For that, I 

can broadcast my news and my point of view. I become an active contributor rather than 

power is to take it from you, then groupware doesn’t have a bright future,” said Gill. “But 

if I view that I have an abundance of power and that it is related to the success of the 

decreasing voter turnouts on election day. According to Gill, people who make $8000 a 

year (the current minimum wage) vote less than 40% of the time, while those who make 

$50,000 vote in over 70% of local and national elections.

consequence of the rise of mass media. Gill believes, has been a rigid centralization of 
r —---------- --------------------------------------------- ----------------------------------------------------------------------------------------------------------------------------------

knowledge and its dissemination. “CNN and network news is one-way, top down,” said

standard media — books, radio, TV — is enormous.” The result has been an American 

voting public that is increasingly passive, withdrawn and cynical. It has also promoted a 



Gill believes that the rate of increase in knowledge production is related to the 

increase in cultural complexity and the decrease in knowledge centralization. “In the

Dark Ages, for example, there was tremendous knowledge centralization — mostly in 

monasteries — and not very much cultural complexity. During the Renaissance, when 

knowledge became much more decentralized, you saw more knowledge production and 

more cultural complexity.”

Participatory computer networks enable decentralization of knowledge production 

on a great scale, and they allow for a non-linear integration of local knowledge with f

global knowledge. Computer users talking with others around the world on topics of 

common interest will create an interwoven collaborative understanding that is 

unprecedented.

Yet the government faces a difficult task in trying to coordinate and build a 

suitable infrastructure for transporting all this information. Compounding the problem is 

birthday party. Gill was asked by a member of the audience: “Two-way video is 

not be felt for some time. “If you’d asked this same question about the automobile in 

1910, people wouldn’t have been able to tell you what it could do and how it would 

transform society.”

Developing the Common Good

Gill likened the information superhighway dilemma to that of building the 

interstate highway system in the 1950s — no one was quite sure what the long-term 

benefits would be, yet there was a sense that it should be done. Advisory board member

4

extremely expensive. What other use is there for this enormously expensive technology 

besides birthday parties? What can this do that other types of information can’t do?”

Gill replied that the true benefits of the information superhighway will probably 

the expense and current lack of practical applications for many new technologies. When 

Gill talked about the possibility of two-way video links to “attend” a far-off grandson’s 

\ 
\



during the Cold War. There’s no doubt that the interstate system was good for the 

country. Yet suppose it had never been built and I went to Congress today and said I need 

to look at cooperation around groupware in terms of that broad horizon, too.”

To achieve this long-term cooperation, community diversity is also an issue. “If 

the community is completely homogeneous, it’s crystalline and there will be no tolerance 

for change or ability to adapt to change. If the group is completely diverse, there’s 

nothing to bind it together at all. But if you have a good mix, you have a chance to gain 

that needed cooperation.”

If groupware is successful, said Gill, traditional marketing of products will change 

radically. The mass media approach to “brands” will gradually be replaced by a concept 

of brand as a one-on-one relationship between consumers and companies. “Brand is a 

product of top-down, one-way communication,” said Gill. “I spend millions of dollars on

The mass market will become a market of one to one.”

Indeed, in the future, consumers will have a choice as to whether they receive 
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are the requirements for cooperation? There must be a sense that the accumulated benefit 

in 20 or 30 years is far greater than any current incremental cost to cooperation. You need 

advertising or not. This means that the emphasis of advertising will shift from blanket 

messages directed at a general audience to providing truly useful, specific buying 

TV ads to build brand awareness so that people will become loyal consumers of my 

products. In the future, companies that reliably deliver quality products_to the consumer 

will build an individual relationship with the customer, and that will become the brand.

$100 billion for an interstate highway system. Do you think I’d get it?

‘Too often we let greed and short-term gain take precedence,” he added. “What 

Alan Kay noted also that the Cold War gave Americans a built-in incentive to support 

projects that would have a long-term benefit.

“There’s no longer an external organizing principal scaring us into acting on this,” 

said Gill. “There’s an economic threat, but there’s not the fear of annihilation that we had 



information. “If I’m in the market for a stereo, I can elect to have stereo ads sent to my 

house and receive them until I feel I have enough information to make a purchase,” said

Gill. “Then I’ll stop getting the ads.”

The End of Traditional Political Brands

Just as brand names for products are threatened, so too are traditional political 

“brands.” “These days there are people who are fiercely moralist, others who are fiercely 

libertarian, others who are fiercely business oriented, and others who are fiercely 

environmentally oriented,” said Gill. “There are also a few diehards who call themselves

Republicans or Democrats because that’s what they’ve always called themselves. But the 

branded section of the political spectrum is evaporating.

“Part of the reason we’re seeing so much turmoil on the political scene,” added

Gill, “is because we’re having to reinvent the ways we look at politics.” The traditional 

reliance upon stasis and certainty in societies is going away forever. Gill believes, and the 

current upheaval is reflective of the shift that is occurring to a view of the world that 

accepts ambiguity and contradiction. “We have had 100 years of the most remarkable 

scientific discoveries,” said Gill. “But it’s like the snake that swallowed the rat. This vast 

chunk of scientific information is stuck in our culture’s throat and it hasn’t been 

smoothed out throughout the entire body of the culture yet.”

Assuming that there is enough cooperation to build a truly efficient information 

whether we like it or not,” he said. “What we don’t want is a system dominated by the 

instant plebiscite. That’s a tool of dictators. How do you prevent the slickest snake oil 

salesman from gaining instant popular support?

6

superhighway capable of capitalizing on many of the more recent technological advances.

Gill beheves that the political implications of such a system should be thought out

carefully — and early. “The technology will be incorporated into the political process 



economy with information illiterates?”

The White House on the Internet

7

“The New England town meeting wasn’t perfect because it tended to favor 

landowners, but it was clear that the process worked well. They would meet in small 

groups to discuss a preliminary agenda and then meet as a large group to act on it. So if 

‘process over time’ seems to be what’s required for our form of government, how do we 

Whether the information superhighway will have the kind of political and social 

impact that its backers predict remains to be seen, but the process of connecting up with 

the electorate has already begun. Citizens now have Internet access to The White House 

and top government officials. When users call the system through Mosaic, they see an 

Fortunately, said Gill, computer literacy is growing, especially among children. 

“Kids today take graphical browsers for granted. By the time they hit the political scene 

the use of computers in the electoral process will be second nature to them.”

Vanguard advisory board member Alan Kay argued that America is already 

wired. “Wiring everyone up looks like a solution, but it’s not unless Americans can begin 

to deal with complex discourse,” he said. “We’re already wired up in a sense, and it’s in 

the form of our national library system. People already have access to all the information 

they need. But if they aren’t willing or able to deal with it, it doesn’t have much impact.”

avoid the instant plebiscite?”

Meanwhile, Gill believes there must be a way to provide all segments of the

population with access to computers, which is now restricted mostly to those who can 
t.

afford to buy them, or schools that can afford to buy enough to stock a computer lab. 

“Free use of computers is like a free press,” he said. “I think we need T-l lines into every 

school in the country so we can get a knowledgeable, informed electorate.

“Why did we mandate public education in the first place? Because we couldn’t 

run an industrial economy with illiterate people. How can we run an information 



-r

— and deliver — services.

8

introductory color slide with the Presidential seal and President Clinton. A recorded 

message from the President is heard, and the user has a box to send an e-mail message 

The long-term goal of the project, concluded Gill, is to create what he called a 

“citizens’ handbook,” an interactive system that enables computer users to access daily 

bulletins from the White House and send specific messages to their representatives. Gill 

is also hoping that an on-line system can be created that will enable the delivery of 

information concerning jobs and benefits into the living room, easing the bureaucratic 

burden on government employees and citizens who are frustrated in their ability to access 

directly to the President’s office.

As the system develops, users will be able to access each major administrative 

branch of the government, where there will be an introductory slide showing the Cabinet 

head (Lloyd Bentsen for the Treasury Department, for example) and pictures of the staff. 

Clicking on their pictures brings up biographies of the staffers and descriptions of their 

responsibilities. When the system is fully operational in the next few years, users will be 

able to search through the hierarchy of each department to find the person they want to 

speak to and leave an e-mail message for them. Right now, the system receives about

5000 e-mail messages per week, but that number will grow as the system evolves. Gill 

believes.



t

k

rr r not

Luecn-t'

)

».

K

<*

i

?5

*.
<

t'

*r

p
£

Cstb’iru-f A^\Vs 

to P0W5

ard
Sig's cPfi’ce nd

i C 

a.co?<3

h> cto Zt’ 

(30

Uov) :

TUj\ M. iMLo^

[ tcMJ-A lV — ‘^AJbvAJ^

(q$3ws <ak C£W.<v>t-

\J. P-

1

^viiS ryum6>

and.
rtnimai staff 'fV'

\xn

CM
p,raco^

4-



/Z/^7
THE PRESIDENT HAS seen

THE SECRETARY OF THE INTERIOR

WASHINGTON

MEMORANDUM

9010'/(8 a 9; 37
President ClintonTO: on s'?
Secretary BabbiFROM:

November 17, 1994DATE:

Governing by Veto - The Contract with AmericaRE:

/ Lily Mxuuxaiiia—luj-a.

,workinq.relati
* VO CO Vi O T

"veto

1.

2. The pre-emptive veto statement "we differ fundament 
and there is no point in trying to obscure the difference."

3. Laving down markers. This is where 1 
--it consists of defining in advance mini

have already done this effectively with your 
statements^

differ fundamentally, 
' You 

assault weapons b^n

third option that I suggest you exploit promptly.
Hnuum uuiioxder laving down markers on much of the "Contract on 

program all at 8nce7~thereby taking the offensive^Tshowing 

■and

St

During most of my time in Arizona, I had a hostile Republican 

legislature.
/ nine year tenure.

nfy~^pr5gramR mo-re

The implicit, unstated veto threat. This, as you well 
know, is the way that Presidents and Governors deal with 90% of the 
legislation that comes through the pipeline. No threats,just an 
occasional reminder of your constitutional power, is enough to put 
you into the game of shaping legislation.

3. Laving down markers. This is where the real,opportunity 
lies --it consists of_defining in advance minimum criteria forj^pu 
to accept the legislation. In my experience, it ,works best on 
issues~that have already been shaped by public debate, and it 
absolutely works best on those issues where you start m a 
defensive position. It allows you tp gimultaneousl.y_.mQye toward 
the pther and in the process to build a firebreak which you 
can defend and which the public wi11 understand.

As a result, I vetoed hundreds of bills across my 
In the process, I managed to define myself—and_ 

gleagly, Lu iBulate the bomb -throworn Rnrl_tg_buil,d 
______ _____Lons with responsible Republican leadexs» even as we

, reserved the right to attack each other in public.
i

In my experience, there are three general types of
governance," each appropriate to its circumstances.

building public
positions.

It is this 1----
You should consider laving down markers on much of the

Congress and, more importantly, the public that you are willing to 
move in a new direction, and building public .support cj 
understanding for your~ ^jirebrealc" positions. As you do sot 1 
suggest the following guidelines:
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Show new direction.

IS :

a)

b)

c) Establish clear limits beyond which you will use your 
veto, choosing a degree of specificity suitable to what 

is really at risk.

On the other hand, if your positions dribble out one at a 
time, sounding defensive and lost on the back page of the press, 
any change of position then becomes a front page story 
unprotected by the larger context of your overall response.

Obviously, my specific illustrations are a lot less important 
than the basic approach which, to summarize,

Take on much of the contract at once, emphasizing areas 

of agreement.

Show a new direction on some important issues.

This is a fairly dramatic move to the

occasion in Arizona, notably when I characterized an industry tax 
relief bill as an "unconscionable fleecing" of the average 
taxpayer, promised to veto it, and six months later signed it. 
That will inevitably happen, but if you have to change positions on

L-c exempted ----- ----- - ------------------------
gnant m r.hp. TTnHInnge^d-Species Art would drastically reduce_tjie 

. This is a fairly dramatic move to the 
right from current^positions, but maybe one whose time has come.

Establish clear limits. It's important that we stand on
principled Property rights legislation that-- simply--
pnvirnnmental protection should be vetoed. So should tax cuts that 
we can't "pay for" with other revenue enhancements or budget 
reductions. Clear signals which we stand by and deliver on, I 
believe will be appreciated outside the beltway.

The downside to this pre-emptive strike strategy is obvious --

Take on a significant portion of the contract, but not 
necessarily all of it. You should choose the items where clear 
markers could be laid down. For example, I think the Congressional 
Reform, Taking Back Our Streets, Family Reinforcement, Job Creation 
and Wage Enhancement, and Security Restoration portions of the 
contract would lend themselves nicely to this treatment.

We should demonstrate that we heard the 
message and that, in response, we are prepared to take positions on 
issues we haven't taken before. For example, on private property 

CTi^hts—(part of the Job Creation and Wage Enhancement Act) we 
\ should consider announcing that we, too, are in favor of private 
/property rights, and agree that fairness requires , that small 
I 1 andowners be exempted or compensated —regulations :i-_S5^_ 

puxu ___ .
value of their property.

angry constituent groups and members of congress. And you could 
wind up eating crow as these issues unfold and you are compelled to 

^reverse your position on one or two items. This happened to

ineU or ""two "issues^ in'^the context of comprehensive, up-front 
movement toward the Republicans, there will be no lasting effect.
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Then,d)

Lastly, there is a Chinese ideogram for the word "danger" 
al r’an ho rpad to sicrnifv "oDDortunity. " I think we are

step to the sidelines, let the process get 
underway, and wait as long as you possibly can before 
adding any detail to the debate.

which also can be read to signify "opportunity. - ----
going to have a lot of the latter in the coming two years.
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October 28, 1994

Memorandum for the President

Leon PanettaFrom:

Post-Election Strategy

F

1.) November 9th Press Conference -- POTUS should claim credit for comeback, 
extend bipartisan hand, note that Republican gains mean they have to share

This memo summarizes the preliminary consensus we have reached on a variety of issues 
related to the post-election strategy.

Trust - Bill Clinton has to be seen in 1996 as a politician who kept the central 
commitments he made in 1992. Welfare reform could be central to this requirement. 
At the same time, we need to continually look for opportunities to reinforce trust in 
his personal character. Developing an effective defense and counterattack on 
Whitewater is necessary for this second requirement.

Economy - Bill Clinton needs to be seen as the key to protecting and advancing the 
economic recovery. That means communicating a continued focus on the skills and 
living standards of people, advancing an aggressive trade agenda for the future, and 
maintaining credibility with the financial markets by maintaining our credibility on the 
deficit.

Reform - Bill Clinton has to be an outspoken advocate for political and government 
reform. That means proposing an aggressive - even radical - political reform agenda 
and redoubling our efforts on reinventing government. People have to know that we 
understand their anger at politics and government and that we are determined to do 
something about it.

First, objectives for the next year. In addition to being seen as a competent and strong world 
leader and Commander-in-Chief, we need to make progress on the three central issues:

Second, we agree on the major Presidential events between the election and the State of the 
Union:

THE PRESIDENT HAS SEEN

THE WHITE HOUSE

WAS HIN GTO N

<7

Present

Leon Panetta 
George Stephanopoulos^ j
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t

4.) GATT Vote

45

3.) APEC - Focus on non-proliferation and expanding markets, with defense on 
human rights. While President is away, need to have aggressive domestic story line 
just as we have during the Middle East trip.

6.) Bipartisan Camp David Retreat - Invite bipartisan leadership to Camp David for a 
day or two to dramatize our efforts at bipartisanship.

responsibility for governing, make GATT the first test of that bipartisanship, and 
express the urgency of continuing our crusade for change.

2.) November 10th Speech - If we do well in elections, speech can largely focus on 
APEC trip with 20% on overall agenda. If we have a bad election, may have to 
focus more on overall agenda. If November 10th speech is more general, we may 
have to add a Rose Garden send-off to APEC on the 11th.

5.) Summit of the Americas - Another opportunity to promote aggressive trade 
agenda.

7.) Values/Religion - Close out the pre- holiday period with a major speech on the 
role of values and religion in public life.

Follow-up strategy meetings on above agenda items are being planned. Please let us know 
what else you need.

Strategy Memo
Page 2

<7

Third, our governing agenda should reflect the values outlined above. The legislative agenda 
will focus on four main areas:

1.) Budget/Economy; 2.) Health Care; 3.) Welfare Reform; 4.) Political Reform. 
Also, Pat points out that we want to run a low-profile track on the unfinished business 
of last year, ie. telcom; Superfund, etc. That legislative agenda will be matched with 
an aggressive government reform agenda focussing on REGO and successful 
implementation of the bills already passed like the Crime Bill. Both the legislative 
and governing agendas should be positioned in a^wav that separates us from the 
morassjjj^CflUgress. With Congress, we need to be judged on effort and principle, 
not necessarily results. The President cannot appear to be held hostage to 
a divided and ineffective Congress.
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November 23, 1994

FROM:

LEON PANETTACO:

OEP WEEKLY REPORTRE:

APost-Election Environmental Strategy Development

o

o

THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO THE PRESIDENT

KATIE MCGI^JT^

Meetings with the Agency Chiefs of Staff (or other appropriate leadership) of the 
environmental agencies, including DOI, EPA, DOE, Commerce, USDA, 
Transportation, Justice, and DOD, to set priorities and plan for assaults in key 
areas. Next week each agency will present us with the impacts the Contract with 
America will have on our major policies and programs. We will then coordinate 
Administration responses.

Meetings with Leadership of the Environmental Community: the Vice President 
and members of the Cabinet met with the CEOs of the major environmental 
groups, and staff continues to meet frequently with an eye toward a 1995 game plan 
in ~ 4 weeks. There is eagerness to cooperate, but not a consensus view (at least at 
the moment) on how we should collectively proceed. We are hopeful that during 
the next several weeks we will be able to come together. One key item is the 
development of target areas that are politically vulnerable (freshmen republicans that 
just unseated democrats) and the associated positive environmental issues in those 

districts.

The election has provided the U.S. with perhaps the most environmentally hostile 
Congress in history. Significant rollbacks on protection of human health and our natural 
resources are being threatened. This has served to catalyze members of your 
Administration and the public interest community into a rapid game plan development 
effort.
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Second, environment is a values issue -- people associate it with morality, 
belief in God, and care for the future. If a public official is positively 
associated with environmental, his/her "honesty/integrity" numbers rise.

"Voters and the Environment" Briefing: On Tuesday, we gave a political briefing 
to the Vice President and Leon Panetta which laid out data on the positive impact 
the environment can provide for you in 1996. The briefing was based on research 
amassed from a wide variety of recent surveys and opinion polls.

First, the evidence suggests that environment is an issue important to many 
of our swing voters (Perot-types, educated suburban women, and youth, to 
name several).

Third, it is an issue that is at the moment associated with democrats (unlike 
other values and swing issues - but we will need to do some work to keep it 
that way)

Both the Chief of Staff and the Vice President suggest that we present some of this data to 
you - we look forward to doing this next week.

And fourth, there will be significant resources (i.e., money, manpower, and 
media) for ’96 if we demonstrate leadership on a few key environmental 
issues.

White House Plans on Environmental Issues for the First Hundred Days: We 
are working internally to generate administration positions on the issues raised in 
the Job Creation and Wage Enhancement Act portion of the Contract with 
America. The issues of risk assessment and cost benefit analysis, unfunded mandates 
and takings are raised in this title - all of which have significant environmental 
ramifications.
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November 23, 1994
X

RECOMMENDED TELEPHONE CALL

MRS. WANDA MILLERTO:

NOVEMBER 23, 1994DATE:

RECOMMENDED BY:

PURPOSE:

BACKGROUND:

November 23, 1994DATE OF SUBMISSION:

ACTION: 

A

Agent Miller was killed yesterday in the line 
of duty at D.C. police headquarters.

Call to express condolence on death of her 
husband, FBI Agent Michael Miller.

White House Operator
(202) 324-4515 (FBI Operator)

J ‘

PATRICK J. GRIFFI

CONTACT PERSON AND
TELEPHONE NUMBER(S):

///
A 7

K
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THE WHITE HOUSE
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November 23, 1994

RECOMMENDED TELEPHONE CALL

IRGE MARTINEZMR.TO:

NOVEMBER 23, 1994DATE:

PATRICK J. GRIFFIRECOMMENDED BY:

PURPOSE:

BACKGROUND:

November 23, 1994DATE OF SUBMISSION:

ACTION: 

Call to express condolence on death of his 
wife, FBI Agent Martha Martinez.

Agent Martinez was killed yesterday in the 
line of duty at D.C. police headquarters.

White House Operator
(202) 324-4515 (FBI Operator)

CONTACT PERSON AND
TELEPHONE NUMBER(S):
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November 23, 1994

RECOMMENDED TELEPHONE CALL

MRS. MARY ANN DALYTO:

NOVEMBER 23, 1994DATE:

RECOMMENDED BY: PATRICK J. GRIFFIN

PURPOSE:

BACKGROUND:

November 23, 1994DATE OF SUBMISSION:

ACTION: 

Call to express condolence on death of her 
husband, Sgt. Henry Joseph ''Hank” Daly.
This call should be made as soon as possible.

White House Operator 
(703) 532-2406

CONTACT PERSON AND
TELEPHONE NUMBER(S):

<7

Sgt. Daly was killed yesterday in the line of 
duty at D.C. police headquarters. You are 
doing a waiver so that he can be buried at 
Arlington National Cemetery.
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May 31, 1994

Robert J. Shapiro

The Progressive Policy Institute 518 C Street, NE, Washington, D.C. 20002 202/547-0001

CLINTONOMICS:
THE CASE FOR A MID-COURSE CORRECTION

The economy is growing, the deficit is shrinking, trade is expanding. Yet 
President Clinton’s economists forecast slower growth through the 1990s than in the 
1980s, tacitly acknowledging that the U.S. economy’s structural problems persist. In 
addition, interest-rate increases and other economic evidence signal that the current 
expansion could well end by early 1996. The President has ample time, however, to 
combine good policy and good politics by adjusting his program to target these 
problems and promote strong sustained growth.

Yet these reforms have not significantly altered the U.S. economy’s long-term 
prospects. The President’s Council of Economic Advisers (CEA) forecasts that real 
growth for the rest of this decade will average only 2.6 percent a year - significantly 
less than the 2.8 percent average of the 1980s. That will be too slow to generate

These steps build on the Administration’s considerable achievements. Last 
year’s budget reforms have reduced federal spending’s claim on the economy over the 
next five years to an annual average of 21.5 percent of GDP, as compared to 23 
percent under Presidents Reagan and Bush. And approval of NAFTA and conclusion 
of the GATT should extend the global economic reach of American workers and firms.

iiimmiinilll

The basic challenge for the rest of1994 and into 1995 is to adopt policies 
that can, at once, permanently increase the economy’s long-term productivity 
and help extend the current expansion. In the main, this course closely tracks the 

.economic strategy proposed by Governor Bill Clinton in 1992. First, next year’s 
\/ [ budget should include fundamental entitlement reforms to both break the structural 

| "budget deficit once and for all, and deliver another timely doSe'~6f 10w~Toh^term 
.interest rates. Second, the President’s next bu dget also should provide lorsubstan tial 
public investment in education, training, research anHTnfragt.riirtnrp. financed by^feep 
cuts in unproductive business subsidies. Third, Congress can promote growing demand 

^for U.S. products next year and into the future by implementing the GATT agreement 
this year. Fourth, the President can boost business and job formation by deregulating 
smalLand new businesses. ‘ ~----------

POLICY BKIEI'/XG
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The Federal Reserve’s recent interest-rate hikes may help lengthen the cycle 
by moderating the recent spurt of strong growth, but the Fed alone cannot sustain 
the expansion much beyond its natural course. Consider the problem from the point 
of view of factory capacity and employment. Expansions normally expire when the 
economy’s capacity to expand production and employment is exhausted. Factories 
and offices run at full capacity and additional workers are hard to find at prevailing 
wages, but demand continues to grow. This gives rise to inflationary pressures so the 
Fed steps down hard on demand with higher interest rates, and the economy snaps 
back and down.

The bottom line: Under current policies, the expansion could stall by mid- to 
late-1995, without addressing the economy’s nagging structural problems.

At the rate at which business has brought on line its unused capacity and hired 
new workers over the last two years, the current expansion should have about one year 
to go before reaching its peak.

Today, 83 percent of the economy’s factory capacity is in use, less than two 
percentage points lower than the peak for the 1980s expansion, which ended quickly 
after the "capacity utilization rate" hit 84.8 percent. There should be a bit more room 
this time since strong business investment and corporate downsizing have increased 
the economy’s productive capacity. As a result, peak capacity utilization is now 
probably about 86 percent. Similarly, the current unemployment rate is 6.4 percent, 
or just about one percentage point from the lowest (adjusted) point in the 1980s 
expansion.

How long will this cycle last? No one can be certain when the current 
expansion will naturally end, but it probably has at least four more quarters to go. 
Over the last year, growth accelerated as long-term interest rates fell and a 
recapitalized banking system responded to rising demand for credit at the lower 
rates. Through the rest of this year and into 1995, strong corporate earnings should 
support healthy business investment, and higher cash flows for the many households 
benefiting from mortgage refinancing and rising stock prices in 1993 and early 1994 
should drive consumption spending.

We cannot depend on Fed fine-tuning to forestall the downturn. There 
are those who say that the Fed can continue to fine-tune the cycle, using incremental 
interest rate changes that modulate demand and so ensure that the expansion never 
hits the ceiling. The Fed has never been able to pull this off in the past; and its 
ability to do so now is less than it used to be, because financial deregulation and 
global capital have weakened its control over the total supply and price of credit. 
Besides, will a Republican Fed chairman, who tried hard to promote a strong 
economy for a GOP president in 1992 - and failed - do better this time?
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Phasing out these subsidies could clearly provide the resources for aggressive 
public investment, as well as a measure of tax relief for middle-class families with 
children. Yet the prospects of cutting subsidies for such powerful interests are slim, 
especially if we try to cut them one at a time. One way to break this gridlock is to

ultimately support serious reforms. The President also can draw on a growing 
consensus that serious Social Security reforms are needed in any event, just to ensure 
the system’s long-term solvency. Pulling off entitlement reform will make President 
Clinton and Congress genuine heroes for finally taming the permanent deficit, and 
thus helping to create the conditions for long-term national prosperity.

To finance meaningful public investment, the Progressive Policy Institute 
recently compiled a list of 68 tax and spending subsidies totalling $225 billion over 
five years, each one currently protected by its favored industry.1 For example, on the 
spending side the list includes subsidies to defray airlines’ costs to expand and 
upgrade terminals, payments to farmers whose commodities sell at below 
government-set prices, and cut-rate power from federal hydroelectric plants for 
private utilities in selected states. On the tax side, the list includes special credits 
for firms producing ethanol or natural gas from certain geological formations, a tax 
holiday for profits earned by firms on their operations in Puerto Rico and other U.S. 
possessions, a special one-year deferral for agribusiness on taxes for much of the 
income from crops, and many other singular provisions.

The cornerstone of President Clinton’s strategy for reviving U.S. growth and 
productivity in a global economy is investment -- not only private investment by 
companies, but also public investment through the government in the training, 
education, basic research and infrastructure that can make every worker and firm 
more productive. This approach is fundamentally sound; but congressional resistance 
to cutting programs that don’t work and subsidies for special interests has denied this 
strategy the resources it needs to succeed. As a result, funding for these economy­
wide public investments is rising by just two-or-three percent a year - not nearly 
enough to affect national productivity and growth.

2. Cut-and-invest. As we ask middle-class people to accept less in future 
entitlement benefits, we should also offer economic reforms that will strengthen their 
future prospects: namely, greater public investment in their training and education, 
basic research and transportation systems. These investments should be financed by 
asking specific industries to give up their special subsidies. As public investment can 
strengthen national productivity and efficiency, these subsidies- reduce the economy’s 
potential, by insulating favored sectors from healthy market pressures to upgrade 
themselves, and by raising the cost of capital and labor for those without subsidies.

1 Robert J. Shapiro, Cut-and-invest to Compete and Win, A Budget Strategy for American Growth, 
Progressive Policy Institute, Policy Report No. 18. January 1994.
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Executive Summaryr

Policy Report No. 18

by Robert J. Shapiro

The Progressive Policy Institute 518 C Street, NE, Washington, D.C. 20002 202/547-0001

> First, we must ensure that U.S. workers and firms have the means to compete more 
effectively in world markets. As President Clinton pledged, the government should expand 
public investments in worker education and skill training, basic research for new technologies, 
and the primary infrastructure networks that link firms and customers to markets. These 
investments in human, technological, and physical capital will help us compete, especially 
with the advanced countries that produce comparable goods and services to our own.

To advance this process, the budget should be divided into two separate accounts: one 
for public investments; the other for all other expenditures. Deficit spending should be 
limited to the net investment account, and total expenditures should grow no faster than the 
economy.

The 1994 debate over the federal budget will challenge President Clinton and 
Congress’s ability to use the budget to promote U.S. growth and global competitiveness.

Cut-and-Invest to Compete and Win
A Budget Strategy for American Growth

For the United States to succeed in the international economy, these variations of tax- 
and-spend macroeconomics must give way to a new strategy of cut-and-invest. This strategy 
proposes that the government use the budget both to promote higher levels of private and 
public investment and to actively encourage vigorous market competition to drive private­
sector innovation and productivity.

> Second, we have to enhance domestic competition, because only increased 
competitive pressures can drive firms and workers to make the most of pubfic and private 
investment. This imperative takes on special importance in the global economy, where 
successful firms must not only produce their goods and services efficiently, but they must also

Meeting this challenge won’t be easy, because Washington debates over the budget are 
usually disengaged from the economics of growth. Both political parties have been consumed 
with the distributional questions of who will pay more taxes and who less, and who should 
gain new benefits and who should shoulder any program cuts. Traditional liberals tend to 
focus on increasing spending and, when necessary, taxes as well, while conservatives 
concentrate on cutting both spending and taxes.

Public investment is different from other government spending. Its only purpose is 
to expand the private economy’s capacity to create wealth, and it is called for only in those 
areas where markets invariably fail to generate appropriate levels of private investment. A 
budget that aims to enhance national growth in the global economy must promote greater 
private and public investments in training, research, and world-class communications and 
transportation systems.

/
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er interest rates: but todav inter-*

la move-
t_edge ot

pects of ClintonCare. It wag the arrogai 
of centralized government planning.

THE WALL STREET JOURNAL FRIDAY, SEPTEMBER 23. 1994

Mr. Kemp, a former secretani of Housim - 
and Urban Derelopment, is co-director 
Empouer America in Washington.
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Social Security benefits. In this we should 
strongly support many of the principles em­
bodied in Rep. Armey's flat tax proposal, 
which would replace the 1040 form with a 
tax return the size of a postcard.

• Reform monetary policy to ensure price 
stability and low long-term interest rates.

The latest round of interest-rate in­
creases has demolished the central 
premise of President Clinton’s economic 
plan. The president argued that raisir" 
taxes to 1
duce-tdwer interest rates; but today inter­
est rates and inflation are higher than 
when Mr. Clinton took office.

The president got the economic policy 
exactly backwards. Lower interest rates 
produce lower budget deficits, not the 
other way around. How much lower? If 
interest rates were returned to their 1961 
levels-when President Kennedy pledged 
to keep the dollar as good as gold-fed­
eral spending would eventually be re­
duced by more than S70 billion a year, 
due to lower interest payments on the 
federal debt. That’s $350 billion in deficit 
reduction over five years without $1 in 
new taxes.

To promote low interest rates and a sta­
ble cost of living, a Republican Congress 
should amend the Humphrey-Hawkins Act 
that now defines the Fed's mission. An 
amended act should require the Federal 
Reserve to publicly target price stability, 
not unemployment, with a mandatory goal 
of zero to 2*7 inflation. I've recommended

idmir
the rest of-IJtTn

I
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the country will really be better off with^H not—that inflation is not caused by too 
the Republican Party in control of Con- ' many people working.
gress for the first time since the Eisen­
hower presidency.

Reps. Dick Armey (R„ Texas) and
Newt Gingrich (R., Ga.) think they have
the answer: a resounding "yes." Next
week, they will lead a rally on the Capitol
steps at which GOP challengers and in­
cumbents will pledge to support a Republi­
can reform agenda to be passed in the first
100 days of the next Congress.

The Armey-Gingrich “Contract With
America" calls for (among other things) a
capital-gains tax cut, the line-item veto.
moderate welfare reform, and curtailing
the abuses of Congress.

Such a "contract" is a good start. But I
would go further. My ideas may not all be
feasible within 100 days. (They may re­
quire a Republican in the White House.)
Call it an agenda for the next 1,000 days.

• Repeal both the Clinton and Bush tax
increases.

Sharply progressive taxation is not
healthy for the economy, nor is it efficient
in collecting revenue. It smothers incen­
tives for economic growth and attempts to
redistribute income.

Republicans should assert a profoundly
different principle: The tax code should
create a dynamic climate for private sec­
tor growth and entrepreneurship. It's no
accident that the world’s fastest growing
economies-like Hong Kong’s-also have
the lowest marginal tax rates. America
was moving in that direction until the 1990
and 1993.tax increases.

To put America's economy back on the
growth path, a Republican Congress should
pledge across-the-board rate reductions on

A Republican Party 
without a plan to foster 
upward mobility and eco­
nomic growth in our inner 
cities tolerates the intolera­
ble—a permanent under­
class dependent upon gov­

ernment.

• Pursue free trade beyond GATT.
Many Republicans who believe in 

free markets have become bogged down • 
in the debate over the General Agree­
ment on Tariffs and Trade. Yes. GATT 
has been “Gored” by too many side 
agreements. Yes. the World Trade Or­
ganization is needlessly bureaucratic. 
And future trade negotiators should re­
ject special interest appeals from envi­
ronmental. labor, and big-business orga­
nizations. But these problems are sec­
ondary to the ultimate goal of reducing 
tariffs and trade barriers-in effect, giv­
ing an international tax cut to American 
consumers.

Republicans should go beyond GATT by 
proposing a Pacific Rim "Nafta." incorpo- 
rating the Asian nations into a trans-Pa- 
cific free trade zone. Faced with such a dy-

By Jack Kemp that the Fed use the international gold and
As the November election approaches financial markets as guides for regulating 

and Democrats scramble for their political the supply of money. In any case, the Fed 
lives, voters may be wondering whether Jl must recognize-as it now sometimes does 
the country will really be better off with-M not—that inflation is not caused by too

namic combination. Japan would have lit­
tle choice but to reduce its trade barriers 

z-extendour

lives of the cashTiased welfare system un­
dermine the traditional moral values nec­
essary to carry people out of poverty to in­
dependence.

Republicans should support the end of 
cash payments through Aid to Families 
With Dependent Children. The alternative 
is to provide aid administered through 

Community institutions, especially private 
organizations. These could be publicly 

- supported but privately run.
• Support community and individual 

self-determination through the initiative 
and referendum process.

The debate over "community stan­
dards" is increasingly a debate over 
whether communities will be allowed to 
have any standards at all. Many parents 
are rendered virtually powerless in the 
moral and cultural upbringing of their 
children. It is a frustration that has led tv 
at parental rights movement and a thoe.- 
sand school board fights.

To empower parents and communities 
in this struggle. Republicans should sup­
port the roforonda mOVO-
nwnLihn roproeontc the cutting ed^e ot 
the effort to enact conservative reforms 
such as school choice and tax limitation. 
We should welcome this as an authentic 
populist innovation.

—. What’s the common thread among all 
these proposals? Each enhances the power 
of the individual at the expense of the 
state. Taken together they represent a 
principled philosophy of limited govern­
ment that. I believe, is what the political 
marketplace is demanding.

There is much more at stake than par 
tisan politics. Republicans have the oppor­
tunity not just to change the next Congress 
but to change the direction of the countn 
into the next century.

nodbn ihat
ej _____ _____
and "fix" health r^re

Republicans should propose specific re­
forms for specific problems. Individuals 
should be allowed to deduct the cost, of 

Their neattn insurance for tax purposes 
and to "own" their own health insurance 
policy so they don't lose it wfierTthey 
change jobs. Medical Savings Accounts

bringing us one step closer to the ultimate 
goal of a "duty-free world."

• Define a positive vision of limited gov­
ernment.

The federal government has grown so 
large and intrusive that it is not enough for 
Republicans to try to scale back existing 
programs or merely force across-the- 
board spending cuts. Republicans jhould 

Challenge the very premtse of thfT 'wel- 
Tare-entitlement state." Every govern­
ment program should face the test of mar- 

iTtet competition and consumer empower- 
"aaaLJi it can’t compete, it should be pri- 
vatized or eliminated. Then the budget 
must be subjected to the discipline of a 
strict, statutory spending limitation. The 
result will be a federal government vastly 
different in size and scope.

• Enact market-based health care re­
form.

The most discredited idea in this year's 
health care debate was not managed com­
petition, employer mandates or other as- 

ince
the 

'expMs"'cbuld take one-sev- 
ilh of the U.S, economy, tinker with it

would give people the power to choose the 
best plan for their families, just as they 
now choose their auto insurance, mutual 
funds and home mortgages. Medical mal­
practice reform would lower insurance 
premiums and health care costs.

• End urban socialism.
A Republican Party without a plan to 

foster upward mobility and promote jobs 
and economic growth in our inner cities 
tolerates the intolerable-a permanent un­
derclass dependent upon government.

The best solution is to reintroduce en­
trepreneurial capitalism into our inner 
cities. This dictates increased access to 
capital and credit, the encouragement of 
savings and an end to policies that dis- 
courage marriage and family. Our goal 
gBr‘lllrt he tn restore the link between effort 
and reward-between individiial acts and 
individual responsibility.

—, A few ideas: Enterprise zones with nu 
capital gains tax on investment and no in­
come or payroll tax up to ITOG of the 
poverty line for anyone who takes a job 
and tries to work out of poverty. Privatize 
government-owned public housing to pro­
mote home ownership. Abolish the lau 
that prohibits welfare recipients from sav- 

Mng.
• Reverse welfare's destructive incen­

tives.
The basic problem with today s welfare 

system is this: Cash payments subsidize
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Many of us hope that the next two years of your 
administration will feature an even stronger emphasis on shifting 
power away from Washington whenever states and localities can do

accomplishments in this area, 
and I got to work on it. 
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A few months ago, the editors of Publius, the leading 
national journal of federalism, asked whether we might be willing 
to contribute a piece on the Clinton/Gore administration's

A young Domestic Policy Council
The product is the attached article.

You brought to the presidency a distinctive outlook toward 
government rooted in your extensive experience as a governor 
working both in Arkansas and nationally with other governors on a 
bipartisan basis. One of the quiet successes of your 
administration has been the revitalization of our federal system, 
including the devolution of power and authority to states and 
localities. There's much more to be done, of course, but you've 
made a strong start.
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STILL LOOKING FOR CHANGE:
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Peter □. Hart Research Associates, Inc.

While this report also draws on survey data from the Hart/Teeter NBC News/Wa// 
Street Journal poll, its interpretations are based primarily on the results from the 
three focus group discussions.

Participants in Akron, Ohio, were young voters (in their early 40s or 
younger) who work in a mix of blue- and white-collar occupations 
and have household incomes of $30,000 to $75,000.

This series of focus group sessions, then, enabled us to look beyond the question 
of whether these voters feel favorable or unfavorable toward Bill Clinton, as well as 
to explore their goals for the country, the standards of judgment they employ, and 
their understanding of the choices that they and the nation face-in 1994, 1996, 
and beyond.

Taking part in the Miami, Florida, session were low- to moderate­
income voters with a high school education or some college (no 
degree); this group had more Clinton voters (eight of 12 participants) 
than did the other two groups.

In late May and early June 1994, Peter D. Hart Research Associates undertook an 
exploration of how voters assess the state of the nation 500 days into Bill Clinton’s 
presidency. We conducted three focus group discussions among people who 
voted in the 1992 presidential election. Each group included a mix of Clinton, 
Bush, and Perot supporters, and had a distinctive demographic profile:

In Mount Laurel, New Jersey, we talked with white-collar, fairly 
upscale (income over $50,000), college-educated voters.

Focus groups are a qualitative rather than a quantitative research tool, and thus 
are not representative of national public opinion in any precise way. They can, 
however, offer a depth of insight into public opinion that survey data often cannot; 
rather than "forcing" people to express their views within the constraints of simple 
either/or choices, focus group discussions encourage participants to explain and 
elaborate on their beliefs, which helps give a sense of the fuller context that 
shapes public attitudes.



Overview and Highlights

As a whole, the focus group discussions reveal a complex political landscape, one 

that is different in critical respects from that suggested by the current conventional 

political wisdom. While the focus group findings do demonstrate that President

Clinton and the Democratic Party face substantial challenges today, at the same 

time they reveal considerable underlying strengths. Even more important, the 

discussions help illuminate voters’ framework for evaluating this presidency-a 

framework that appears to have less to do with the President’s issue agenda or 

his personal behavior than with the fundamental questions of performance and 

leadership. This, in turn, points the way toward some clear, if difficult, steps

President Clinton needs to take in order to strengthen his standing among the

American people.

The key findings from the research are summarized in the following points:

*

*

Peter D. Hart Research Associates, Inc.

The two principal forces that shaped the 1992 election-economic 
anxiety and anger at the political process-are still at work today. 
A third factor-deep concern over social breakdown and moral 
decline-is the other major dimension defining the current political 
environment.

Bill Clinton was elected to bring change to Washington and to 
America. This was the hope and expectation of those who voted for 
him in November 1992, and even of some who did not. Today, 
most voters do not yet see the kinds and scope of change they 
were promised. Their dominant feeling about this, however, 
tends to be disappointment, rather than outright rejection.



*

*

*
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Peter D. Hart Research Associates, Inc.

The public’s doubts about the Clinton Administration relate to 
performance more than to issue positions or ideology. Voters 
are hard pressed to name a single noteworthy accomplishment of 
the Administration at this point, and have little sense that the White 
House has moved effectively to strengthen the economy-the 
centerpiece of Bill Clinton’s 1992 campaign. At the same time, few 
voters voice concern about taxes or big government, and those who 
do are primarily conservative voters who are not truly available to 
President Clinton in any case. The bottom line is that the public feels 
Bill Clinton has accomplished too little of his agenda, rather than too 
much.

Voters today express concerns about Bill Clinton’s "political 
backbone," and they have little notion of what his core political 
principles are. This finding is of critical importance in understanding 
attitudes toward this president and his leadership, because, though 
voters feel strongly that the country needs a better sense of 
direction, they cannot say what Bill Clinton has done toward that end 
nor can they discern in what direction he is taking the nation.

The much-discussed "character" problem for President Clinton is 
real, but this issue has been badly misunderstood in many quarters. 
Voters are concerned about the quality of Bill Clinton’s political 
leadership, not his personal morality. They would like to have 
confidence in his public honesty, but fear that he is instead a typical 
politician--no worse than most, but also no better-who will say 
whatever his audience wants to hear. As voters struggle to assess 
and understand what they perceive as the President’s broader failure 
to bring about promised change, the negative information they hear 
regarding his honesty and character seems to "fill in the blanks" and 
influence their evaluation process.

Whatever doubts voters may have about the President and his 
ultimate success, however, the Republicans appear to have 
gained little public ground during Bill Clinton’s first 500 days. 
While the GOP’s language of traditional values is attractive to many 
voters, most see Republicans as the party of the status quo in an 
era of needed change. Few participants think the country would be 
better off today if George Bush or another Republican were 
president.
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Peter D. Hart Research Associates, Inc.

In the end, most voters have an open mind regarding Bill Clinton 
and his potential for success. Though they may be dissatisfied 
with the story line so far, voters have not closed the book on the 
Clinton presidency. What they are looking for is the kind of effective 
political leadership that they hoped they were getting in November 
1992-and that they believe is the answer to the economic and moral 
decline they see in America today.

The large majority of Clinton voters are still with the President, 
despite their disappointment with the pace of change. They 
believe he sincerely is trying to effect change-something even many 
non-Clinton voters concede-and feel he may still succeed. Most of 
them suggest Bill Clinton is still a long way from losing their electoral 
support.
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Americans’ View of the Nation

We began each focus group discussion by asking participants how things are 

going in America today. The news is not good. While some voters say they are

II

"discouraging" emerge much more often. Most people feel the country is in 

trouble, and many are pessimistic about its prospects. Their national weather 

forecast may not call for rain, but "mostly cloudy" is a frequent prediction, and 

though people are not necessarily upset or angry, they are decidedly downbeat.

These reactions are consistent with national polling results. Fully half of all

Americans now believe the nation is "on the wrong track," while just a third feel 

things are "generally headed in the right direction." While this is hardly the level 

of dissatisfaction recorded in the spring of 1992, when seven in ten Americans said 

the country was on the wrong track, it is significantly higher than was the case in

January 1993 (when 47% of Americans felt things were moving in the right 

direction and just 27% said the nation was off course), when hopes and 

expectations for Bill Clinton’s presidency were at their height. So, while the 

public’s dissatisfaction is not at the level that brought down the Bush

Administration, it is very substantial and heading upward.

Why do people feel so negative? Three dominant themes surface in the

focus groups, which together define today’s political playing field: economic 

anxiety, a sense of moral decline, and deep political cynicism. Overall, people feel 

Peter D. Hart Research Associates, Inc.

"satisfied" or "optimistic," words such as "dismal," "concerned," "stressed," and 
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the nation is adrift-or is headed in unsettling directions to the extent that it is 

following any course-and is lacking in effective leadership.

Despite the country’s economic upturn, many voters continue to feel the 

same kinds of economic pressures as they did in 1992. In Miami, among those 

in the lowest-income group, concerns about unemployment and health care 

surface frequently. When we asked voters where they would take Bill Clinton to 

give him a sense of how the economy was doing in their community, they suggest 

showing him a bridge under which homeless people live or taking him to

Overtown-one of the city’s poorest neighborhoods-and to a house shared by four 

single working people who cannot afford to live on their own.

Even among the upper-income New Jersey voters, economic anxiety is 

apparent. One woman, a college graduate and accountant, puts it this way:

In every focus group, voters articulate a sense that the nation is 

"degenerating" or "going downhill" in terms of its moral values. An Akron man 

notes that "drugs have invaded our country, the family is breaking down, and our 

country is losing any moral anchor that it had." Survey data suggest that this 

sentiment has become increasingly prevalent since 1992, and is now a momentous 

political factor.

The middle class is shrinking; there are more poor people. It’s just 
so hard to make it. I have a two-year-old son, and I’m trying to think 
about putting him through school. I want to put him in a good 
school, but I don’t know how I’m going to afford it. It’s just so hard 
to make it, especially in New Jersey.
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In the May NBC/WSJ survey, for example, we asked Americans to explain 

in their own words why they felt the country was off on the wrong track. Two 

years ago, the same question elicited almost nothing but economic concerns;

today, however, issues such as drugs, family breakdown, and violent crime are 

even more salient than are economic factors. In fact, it is the fear of violent crime 

that most seems to drive this feeling of moral decay.

In addition to this sense of economic and moral decline, participants feel

America’s political system is badly broken. They express almost no trust in 

political leaders. To them, public officeholders never seem to get anything done, 

instead pursuing their own personal interests-either in the form of outright 

corruption or narrowly partisan agendas that promote gridlock rather than action- 

rather than what is best for the country, a phenomenon that voters find 

enormously frustrating:

When asked what percentage of the members of Congress who went to

Washington with good intentions still "have their hearts in the right place," Miami 

participants offer responses that average to a meager 9%.

We offered focus group participants the hypothetical opportunity to add a 

message to their ballot in the next congressional election. The loud and clear 

Peter D. Hart Research Associates, Inc.

Everybody is out for themselves. They’re not looking out for the 
good of everybody else. They just want to know, "What am I going 
to get out of this? Am I going to be reelected?" And then you get 
in, and you spend the next four years trying to get reelected.



4

sentiments, expressed by Miami voters and echoed by those in the two other 

groups, are Remember why you’re there, and Keep your promises.

Concern about the future, even more than dissatisfaction with the present, 

seems to be what most troubles the Americans with whom we spoke. Many 

express the feeling that the nation is either directionless or sliding downward. An

Akron woman thinks of the country as at a "standstill," noting that "there are all 

observes, "We are suffering from an identity crisis" as a nation, and a New Jersey 

voter offers this characterization of the nation today:

Many voters feel that America was stronger in the past because people had 

better values, especially a "willingness to work hard and invest in the future," as 

one man puts it. "They weren’t so focused on immediate gratification." There also 

was a collective sense of confidence that is lacking today, according to these

"When Kennedy said, ‘We’re going to send a man to the moon,’voters.

everybody believed that could be done," recalls a New Jersey man. "And that’s 

why it was done, because everybody believed in it. That’s all you need. If the 

people believe in it, then it’s a done deal."

Voters indicate that it is political leaders who should provide the sense of 

direction and common purpose that America needs, but participants do not see 

Peter □. Hart Research Associates, Inc.

We are going downhill. There seems to be hopelessness in the 
people; they don’t seem to have the goals they used to have. . . . 
I think we’re a country without a vision. I see aimlessness.

these problems, and nothing is being done about [them]." An Akron man 
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this kind of leadership evidenced in the political process today. They had hoped 

that President Clinton might be the answer, but they are not sure now whether he 

is up to the challenge.

Rating the Clinton Administration

The public’s responses to President Clinton and his administration vary widely.

Some voters in the focus groups admire Bill Clinton and his efforts, while others 

feel quite negative. Most voters fall between these extremes, offering a mixed 

Even among the people who hold mixed or positive views, however, there 

are real misgivings about the first 500 days of the Clinton presidency. We would 

characterize the overall feeling as one of disappointment rather than rejection 1

and the cause of this disappointment is clear: voters feel they elected Bill Clinton 

to bring change to Washington and to America, but do not yet see the change 

they were promised.

We began our discussions of President Clinton in the groups by posing this 

question: "On Election Day 1992, what was your first thought when you learned 

that Bill Clinton had won?" Not unexpectedly, some Bush and Perot voters recall 

Peter D. Hart Research Associates, Inc.

assessment.1

1 In all three groups, we found some participants-usually very socially conservative people- 
who feel strongly negative toward Bill Clinton. These individuals are, in nearly every case, people 
who voted for George Bush in 1992. Since no president can hope to gain everyone’s support, 
and while we occasionally will take note of the strong anti-Clinton voters’ views, we have focused 
our analysis here principally on Clinton voters, Perot voters, and those Bush voters who seem at 
least open to the possibility of supporting Bill Clinton. Together, these are the members of the 
electorate who will determine whether the President succeeds in implementing his agenda and, 
ultimately, whether he wins reelection.
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feeling upset or disappointed. But Clinton voters, as well as some participants

who had voted against Bill Clinton, say they felt hopeful that day. More

specifically, they felt hopeful that change was coming: "I was hoping for a change, 

and the way he promised it, it sounded good," recalls a Miami voter, whose feeling 

is echoed by a woman in the New Jersey session: "I was hopeful that he could 

bring about some changes." Another voter asserts, "We sent the Republicans a 

message that things were going to be different."

Change was the hope and expectation in November 1992, but today there 

is general agreement that Bill Clinton has not yet wrought that change. Even his 

supporters have little to point to in this regard, saying perhaps that he needs more 

time. Some think there have been minor changes and others see none at all, but 

very few voters are satisfied with the progress to date. A participant in Akron 

notes, "I thought a change was needed; we needed a new direction; we needed 

more leadership. We need what Clinton claimed, and so far not much has been 

accomplished." The disillusionment also is articulated by the New Jersey voter 

who insists, "He has not done anything. He said that he has done a lot, and he 

has talked a lot about his health care [plan], but no one really knows what it is 

about. He wants to do a lot, and maybe he is taking on too much." One Clinton 

voter in Miami puts it simply: "I’m still waiting on a change."

Voters’ thirst for change has not abated,nor has it been quenched.

This state of unmet expectations, more than anything else, sets the 

parameters for the public’s assessment of Bill Clinton’s presidency.

Peter D. Hart Research Associates, Inc.
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Voters in our groups give varied assessments of the President’s 

performance. Asked to grade Bill Clinton, some participants award him a "B" or 

an "A," and some a "D" or an "F." A sizable plurality, however, send the President 

home with a "C" report card-middle-range grades consistent with his current 

approval ratings (52% in the latest NBC/WSJ survey).

In a sense though, this "average" mark appears to be an implicit average 

of two separate assessments: effort and accomplishment. Many participants 

volunteer that Bill Clinton deserves an "A" for effort. Even people who do not like 

him generally concede that he is working hard, and most voters feel that he wants 

to do the right things. But they fault his effectiveness. An Akron voter who gives 

the President a "C-t-" offers an explanation typical of the participants: "I give him 

an ’A’ for effort, [but] he has been rendered ineffective in a lot of ways. Things are 

out of his control."

The bad news is that, while the President earns an "A" for effort, an overall 

rating of "C" suggests deep problems on the performance front. Indeed, one of 

the most striking features of the three focus groups is people’s almost complete 

inability to name a major accomplishment of Bill Clinton. This is true even among

Clinton supporters. When asked to name the high point of Bill Clinton’s first 500 

No singledays, people have genuine difficulty providing an answer.

accomplishment comes readily to people’s minds.

Particularly troubling for this Administration is that the economy is rarely

mentioned in discussions of President Clinton’s efforts. Voters are of varying 

Peter D. Hart Research Associates, Inc.
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opinions on the state of the economy: some see recent improvement, though they 

remain cautious or concerned about the future; others simply do not see any 

progress. Those who do perceive improvement are loathe to give the President 

credit, saying that recovery was already underway when he took office. Especially 

striking is how little awareness people have of the Administration’s efforts on the 

economic front. Some voters believe that Bill Clinton has not even addressed the 

issue of the economy.

Few voters seem to recall the 1993 budget deal, for example, much less 

associate this program with any subsequent economic upturn. Perhaps the 

greatest irony of the first 500 days is that the Administration stepped up to the 

plate, made some tough choices to achieve meaningful deficit reduction, and then 

received essentially no acknowledgement from the public for hitting solidly and 

safely. Though concern about the budget deficit does seem to have eased-it is 

mentioned only very infrequently-there is little indication that people recognize that 

progress has been made.

In Akron, the moderator prompted the group by reminding them of the 1992 

phrase, "It’s the economy, stupid." This rings a bell, but still fails to elicit any sense 

of post-election action. A couple of people recall the NAFTA vote, without 

enthusiasm, but otherwise participants draw a blank. One voter notes that the 

economy had indeed "been one of his big issues during the election," but that, 

come to think of it, "[the President] hasn’t really done anything about it." A strong

Clinton supporter says simply, "I haven’t heard much on it."

Peter D. Hart Research Associates, Inc.
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As far as voters can determine, strengthening the economy-the centerpiece 

of his 1992 campaign-is not a major priority on Bill Clinton’s agenda. National 

polls confirm the startling finding that even as a Democratic president presides 

over an economic recovery, the public has no more faith in the Democrats’ 

capacity to manage the economy than it does in the Republicans’ ability to do so.

For an administration that came to power on a wave of economic discontent, and 

that sees its central strategic mission as reassuring the middle class that it 

understands their economic situation, this is discouraging news.

The President’s unknown or untested aptitude as a military leader provokes 

some degree of worry, in the event that the nation were to face a crisis, and this 

is the one area in which voters seem to feel George Bush would be better were 

he president today. The larger context surrounding these misgivings reveals, 

however, thaWoters_are essentially in an isolationist mood, and therefore do not 

consider foreign policy and the President’s military role a top priority. "I think Bush 

was very good internationally, but we don’t need that type of person; we need a

United States person," is the way a New Jersey voter puts it. A woman in the

Miami group elaborates: "I don’t think [Clinton] has the military background to 

handle it. But-he was elected to accomplish different things."

Indeed, some voters also seem to feel that President Clinton’s tentativeness 

in approaching potential conflict situations abroad-the subject of considerable 

criticism in both Democratic and Republican circles-is particularly appropriate to 

the public’s current mood. "I think the country does not want to see any military 

Peter D. Hart Research Associates, Inc.
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action from him and he feels that, so he is being supercautious on certain issues.

He’s up against the whole country not wanting any kind of war. I think he’s all 

right in that respect. I think he’s cautious because we want him to be."

If voters have trouble coming up with major achievements of the

Administration, they are generally familiar with its current agenda. Virtually 

everyone knows of Bill Clinton’s drive to reform the health care system, and most 

applaud his tackling of this problem. But there is a great deal of uncertainty 

regarding the specifics of his plan, and there are considerable doubts as to 

whether he has gotten it right yet. In one focus group, a discussion of the Clinton 

plan quickly devolves into a discussion of welfare, and it becomes clear that most 

of the people around the table believe that the essence of the health care plan is 

to extend health benefits to the non-working poor. While many express support 

for the goal of universal coverage, only a few seem to see this plan as having the 

potential to help them or other working people.

The President’s support for welfare reform that would "end welfare as we 

know it" is something that voters seem to be both aware and supportive of. Some 

also indicate awareness of Bill Clinton’s push for crime legislation. From these 

signs, it would seem that the President’s efforts to position himself as a "new

Democrat" have succeeded. Once again, however, the question comes back to 

performance. "The first positive thing was when he first became president and 

expressed his views on welfare and training and all that," observes a Miami 

woman, who adds the caveat, "I’m still waiting."

Peter D. Hart Research Associates, Inc.
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Sometimes public opinion analysts can learn as much from what people do 

not say in focus groups as from what they do. Especially notable in these groups 

is how rarely people mention concerns over taxes or big government (and those 

who do are generally Republican voters whose support Bill Clinton could never 

reasonably hope to get anyway). Just as voters seem unaware of the deficit 

reduction in the 1993 budget deal, they exhibit virtually no memory of the tax 

increases included in that legislation, so roundly attacked by Republicans as the 

"largest in history." Those tax increases have not registered significantly with 

participants, and certainly have not provoked any kind of anger.

More generally, relatively few voters voice the types of criticisms offered 

regularly by Republican critics. No one volunteers, for example, that Bill Clinton 

is an out-of-touch liberal or that he wants to coddle criminals. A few Republican 

voters say they think he is too fond of big government in general, but these 

objections are infrequent and raised without much passion.

In sum, voters do not seem to feel that Bill Clinton has the wrong agenda 

for America. Instead, they are frustrated that-as seems so often the case in 

politics-the President currently seems incapable of implementing that agenda.
1

Bill Clinton the Man

While there is rough consensus regarding President Clinton’s performance in 

office-voters believe the President is trying hard, but is not getting much 

accomplished-impressions of Bill Clinton the man are sharply polarized.

Peter D. Hart Research Associates, Inc.
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In describing Bill Clinton, some Akron participants offer such phrases as "a 

Others reply in a distinctly different tone: "crisis of character," "orchestrated and 

difficult to trust," or, simply, "untrustworthy." The same distinct split appears when 

they try to characterize Bill Clinton’s values: "a family type" and "hard-working" are 

the adjectives that come to mind for some participants, while "power-hungry" or 

"valueless" are the appellations offered by others.

In two of the three focus groups, Mount Laurel and Akron, the negative 

sentiments are generally expressed more often and more forcefully than are the 

positive ones. This is not surprising; in our experience, negative opinions often 

easily overwhelm the positive in political discussions. Whether in the theater of 

talk-radio or the research setting of a focus group facility, the cynical comment 

seems to "trump" a more idealistic notion, and the pessimistic view always seems 

more "realistic" than does the upbeat assessment. Because the individuals who 

feel fairly positive toward the President tend to retreat in the face of sharply 

negative assessments, it becomes easy to take away from the sessions an 

exaggerated sense of the breadth of hostility toward Bill Clinton. In our opinion 

some analysts and commentators have made this mistake in assessing the

often reflect the reality of political discussion as it occurs across America these 

days. It is hard to overstate the degree of cynicism toward and disgust with

Peter D. Hart Research Associates, Inc.

President’s public standing. 
________

At the same time, we suspect that this dominance of the negative view may 

good man in office," "progress," or "genuinely concerned about the country."
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certainly would be in a stronger position today if more average Americans felt

good enough about his character and performance to stand up for him in the

conversations that take place daily in the nation’s coffee shops, laundromats, and

living rooms.

In terms of Bill Clinton’s personal strengths, common themes emerge in all

predecessors in office did not do. Voters also feel that he brings both great

energy and keen intelligence to those efforts-a combination they also have not

seen in many years. As well, they have a strong sense that he cares about

perceive to be Bill Clinton’s low moral standards, citing Paula Jones’ charges or

the Whitewater issue. These impressions generally come from deeply conservative

people who almost certainly would never vote for a Democratic president.

Other voters draw a crucial line between personal and public behavior.

They are concerned about the latter, but not the former. "There are things with his

personal life that people can poke at. Ultimately, I am sure that they are going to

prove that he had an affair, but that is not my concern. My concern is what he is

going to do for this country. I personally am against that type of behavior, but I 

Peter □. Hart Research Associates, Inc.

average people and their lives.

On the negative side, some voters are deeply offended by what they

three groups. The President is widely credited with making a serious effort to 

\
tackle the important issues facing the country, something voters feel his immediate

politics and politicians. And it is of some consequence that critics of the President 
T’

feel far more passionate and assertive than do those who support him. Bill Clinton
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am not going to judge the man." A New Jersey voter speaks to the Whitewater 

allegations: "Everyone makes mistakes financially. My question is whether there 

were illegalities involved." Many voters blame the media for all the attention given 

the Jones and Whitewater issues. Even a Bush voter expresses anger that The

Star and the National Enquirer seem to be driving the nation’s agenda.

The Paula Jones story and other personal matters ultimately seem to be of 

limited interest to most of these voters. Whitewater is potentially a different 

problem, because it involves more public activities. Voters do not now see any 

clear evidence that the Clintons engaged in any illegal or unethical financial 

standing is unlikely to be seriously harmed.

We asked the New Jersey focus group participants where they would like 

to be if they could be a "fly on the wall" and listen in on Bill Clinton unobserved, 

to gain the kind of insight in which they are most interested. Although this group 

is by far the most negative toward the President, no participants express any 

voyeuristic interest in Bill Clinton’s bedroom or hotel rooms. Instead, participants 

want to see him in a Cabinet meeting or just before a press conference; in other 

words, they wish to understand how he goes about doing his job.

Nevertheless, the President does confront a serious and important

"character" problem with the voters. But this has been widely mischaracterized in 

the press and the political community as principally a question of personal 

Peter □. Hart Research Associates, Inc.

activities, however, and as long as this remains the case, Bill Clinton’s public
—---------------- ' ’ X
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morality. Our research suggests that this is better understood as public doubts 

about Bill Clinton’s capacity for effective political leadership.

For one thing, all the attention to scandals and charges reinforces people’s 

doubts about President Clinton’s ability to get the job done. At a minimum, the 

innuendoes are a major distraction. One Clinton supporter in New Jersey raises 

this concern:

Much more important, though, are the doubts raised in voters’ minds 

regarding Bill Clinton’s honesty and trustworthiness in the public arena. In our 

focus groups, one major concern about the President stands out, emerging in 

every session and being voiced even by some participants who voted for him:
/

voters are not confident that they can trust Bill Clinton to be straight with 

them. The NBC/WSJ survey underscores the breadth of this problem: only 26% 

of the public rates Bill Clinton well on the quality of "telling the truth," while 43% rate 

him poorly.

Many people in the focus groups describe Bill Clinton’s level of honesty as 

that of a typical politician: no worse, but also no better. Given their great cynicism 

toward politicians, this is a discouraging assessment. The problem is that they do 

not see Bill Clinton as someone who really speaks his mind or who will tell the 

Peter □. Hart Research Associates, Inc.

All that has been focused on is this stuff that happened five years 
ago, qnd I don’t see anything happening with the country. I just 
hear about his past life and/or maybe affairs. How can the man 
focus on what he is supposed to do ... if he is being sidetracked 
with all this other stuff? You are hoping that he can do the best job, 
but I don’t see how fie possibly can with all this other stuff.
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nation what it may need to hear, if doing so will have a political downside. A New

Jersey teacher says that although President Clinton "gave the country some hope,

everything that people want him to do." Many other participants express a sense 

that Bill Clinton frequently is guilty of overpromising, which they think gets him into 

rouble: "I think that politicians do come in-l think Bill Clinton did this-and make 

all these unrealistic promises that he now realizes he cannot do. It’s basically 

because people are dishonest."

Just as voters have trouble identifying any notable Clinton accomplishments, 

so too do they seem-even after a year and a half-not to have formed a clear 

image of this president. Only scattered images are offered when these voters try 

to recall the defining moments of Bill Clinton’s term so far, and are often from very 

recent events such as the Nixon and Onassis funerals. It seems there has not yet 

been an event or action that has captured the essence of Bill Clinton for voters.

The danger in this is that, in the absence of any clear sense of what he is about 

as a leader, the President’s popularity will continue to depend entirely on the "vyhat

with the news of the week.

Exacerbating this problem, of course, is the general atmosphere of political 

cynicism within which Bill Clinton must ogerate. Politicians are automatically 

suspect, and people will assume the worst unless they have clear evidence to the 

contrary. Some voters already see in President Clinton (or project onto him) the 

Peter D. Hart Research Associates, Inc.

have you done for me lately" syndrome. His public standing then rises and falls 
------- --------—-------------------------> 

. . he doesn’t have a direction. I consider him a ’yes’ man; he just does 
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very embodiment of what is most wrong with politics and the nation today. As is 

articulated by an Akron man, it is that "the nation votes for leaders that it sees like 

them, and we [now] have a man in office who tells the truth when it is convenient.

I honestly don’t know when I hear him speak if I am hearing the truth or hearing 

what he wants me to hear. I think the nation as a whole is going in that direction.

There is no backbone anymore."

As voters try to come to grips with Bill Clinton’s failure to achieve change, 

they often reach for the word, "backbone." This term implies not only honesty, but 

also strength and convictions-a willingness to fight for what one believes in, even 

in the face of powerful opposition or great risks. They see this as an essential 

to rally the nation to a common cause, or to fight against special interests on 

behalf of the entire nation. Unfortunately, many voters do not today see this critical 

leadership ingredient in their current president.

Indeed, when we asked the people in Miami what kind of backbone Bill

II II.

participants are asked to contemplate which qualities Bill Clinton could usefully 

take from previous presidents, a New Jersey man suggests "the guts of Truman," 

while a Miami man wants to "make him more of a ’The buck stops here’ kind of 

guy." In addition, when considering the question of whether Bill Clinton still could 

become a great president, those who answer "no" express these same types of 

concerns in explaining the obstacles to greatness. "I would say ‘no’ only because

Peter □. Hart Research Associates, Inc.

quality in effective leaders: it takes backbone to face down political adversaries, J
Clinton has, their answers include "sawdust," “papier-mache," and "clay." When 
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I don’t think he has strong convictions," notes one woman, and another voter 

asserts, "I don’t believe that he could become a great president. If we think back 

to who we consider great presidents, it is the ones that take a moral stand,

The passage of NAFTA is an interesting exception to this assessment-one 

that proves the larger rule. While voters do not generally express any great 

enthusiasm for NAFTA as a policy, several participants cite this as a case in which

Bill Clinton demonstrated some conviction. In that fight, they saw the President 

stake out a firm position, take on strong opponents (Ross Perot and congressional 

leaders), and prevail-demonstrating exactly their model of effective presidential 

leadership. In voters’ minds, the NAFTA victory pointed to the broader possibility 

that change was coming, that Bill Clinton was going to be able to break gridlock 

and achieve his goals. This explains why the President’s approval ratings went up 

considerably at the time, even though public support for the treaty was fairly 

modest. Tellingly, however, NAFTA stands nearly alone when voters are asked to 

recall an example of the President displaying strong convictions.

In addition to helping a president achieve legislative or policy victories, 

strong convictions have another value: they give voters a fuller sense of where 

their president hopes to take the country. If Americans are then called upon to 

make sacrifices or to be patient, this deeper understanding of their leader’s vision 

makes it easier to comprehend why. But today, voters have little sense of what 

Peter D. Hart Research Associates, Inc.

whether we agree with them or not. It is the ones that take the stand and fight for 
_________ ______________ >

what they believe in; those are the great ones."
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core political principles Bill Clinton holds dear or what vision of America animates 

him and drives him forward. Just as voters cannot say what Bill Clinton has done, 

neither can they say where he is taking the nation. And this makes them uneasy 

for it is precisely a clear sense of direction, one that can unite the efforts of the

American people, that people most want from their president today.

Americans’ Advice to the President

Toward the end of each focus group, we asked voters what would have to happen 

in order for Bill Clinton to gain their vote if they had voted against him in 1992, or 

to lose their vote if they had been a Clinton voter. Almost all the Clinton voters, 

significantly, say they are still behind the President and expect to be again next 

time. Most indicate that things would have to go very badly-several say the 

situation would have to get "drastic"-for them to abandon Bill Clinton. Despite 

their disappointments, then, Bill Clinton’s voters are still with him.

These participants are with him primarily, it seems, because they believe he 

sincerely is trying to make change happen-a point even many non-Clinton voters 

concede-and they hope he can still succeed. Voicing a feeling common to many 

participants, an Akron man proclaims, "As long as he tries to confront issues and 

move the country forward, he will keep my vote," and a woman in that group says 

the only way Bill Clinton could lose her vote is if "he stops the change."

The issue of change also remains an important frame of reference for voters 

in comparing this Democratic president to the Republicans. Most of the focus 

Peter D. Hart Research Associates, Inc.
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group participants see the GOP as being very much a party of the status quo, with 

little interest in change. For most of the Republican voters, that is just fine. They 

generally are satisfied with the state of the nation or are at least convinced that 

anything government does to address problems will only make things worse.

But most people do not agree: despite voters’ substantial skepticism 

toward government and their cynicism about politics, in the end, they say that 

attempts must be made to solve the very serious problems they see around them.

Participants also admire Bill Clinton’s willingness to face up to these challenges.

An Akron accountant, somewhat favorably inclined toward Clinton, sums up this 

sentiment aptly:

This contrast should become more important as the country moves toward 

1996. While voters now judge Bill Clinton mostly against the expectations he 
/

'V raised in 1992, voters in 1996 will evaluate him against an actual nominee from the 

party of the status quo. Significantly, few of the Democratic or Independent voters 

in our focus groups seem at all eager to trade in Bill Clinton for George Bush or 

another Republican. Even those who have doubts about Bill Clinton do not 

necessarily perceive that the political universe contains more attractive options.

Peter □. Hart Research Associates, Inc.

I believe that there are significant changes that need to take place, 
and the Democratic Party traditionally is the party of change. 
Republicans just want to maintain the status quo, and that was 
Bush’s theme during the campaign. I happen to think [there are] 
major problem [s] . . . and the Democratic Party is the one that will 
undertake those changes, just as Bill Clinton has decided to take on 
the health care and welfare problems.
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For core Democrats, simply knowing that Bill Clinton is on the side of 

change may be enough to bring them home on Election Day. But Bill Clinton was 

elected with only 43% of the vote. Assuming there is a two-way race in 1996, he 

will need to secure the support of a considerable percentage of new voters and 

former Perot voters, while also holding onto his own "soft" 1992 voters. The latest

NBC/WSJ poll suggests that accomplishing this feat remains a serious challenge, 

as more Perot voters express a negative assessment of Bill Clinton than a positive 

one. And for these voters, simply striving for change will probably not be good 

enough. As one Mount Laurel woman puts it, "Everyone says that he has good 

intentions, but intentions are not what the presidency is made of. It is doing 

something, and I don’t know if he knows how to go about doing the task." In the 

final analysis, it comes back to performance.

In fact, when asked how they would like to see Bill Clinton’s next 500 days 

be different and what advice they would give him for the rest of his term, voters 

overwhelmingly offer thoughts on how Bill Clinton could become a stronger 

leader. It is leadership, not specific issues or legislation, that is on their minds.

Their straightforward counsel centers on two key steps that they feel the President 

needs to take:

Focus on a few clear priorities, and demonstrate progress.ns1

If you try to take on too much, you will be ineffective.

Peter D. Hurt Research Associates, Inc.

Do something, anything-just make some positive contribution. He 
needs to concentrate on one issue and get it through. It doesn’t 
matter what the issue is.
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Communicate conviction and honesty.US’

Demonstrate that he is above reproach; restore his credibility.

Be strong; convince us of your convictions.

Although people are disappointed with the story line thus far, they are far 

from closing the book on Bill Clinton. Most are reserving judgment; some are still 

optimistic that he will bring change. Many feel torn in their assessment; they like 

this president’s energy and intelligence, but do not feel they can trust him as much 

as they would like to. Voters also recognize that the problems President Clinton 

is facing are substantial and long-standing, and many comment that both the 

press and the public are far less respectful of the presidency than they once were.

These voters seem to consider the Clinton presidency a work in progress, and are 

not yet sure how it will turn out in the end.

His success, voters believe, will be determined by whether he shows himself 

to be a stronger leader than they have seen so far. Even a very conservative 

young woman in Akron concedes that Bill Clinton could still be a great president, 

if "he gets a backbone and uses it." What voters most want to see from Bill

Peter □. Hart Research Associates, Inc.

When he says he is going to do something, do it. Be more decisive 
about his decision-making.

Show improvement in a few areas. Push one all the way through 
and have the others following behind ... .If he could push these 
things [crime and economy] through a little bit, and maybe finish one 
of them.

Try to be honest, and communicate more what he is doing and how 
he is doing it.
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Clinton are some occasions in which he tells the nation where he stands, faces

down his opponents, and comes out a winner in the end. Two George Bush

voters in New Jersey, one favorable toward Bill Clinton and one not, offer the

following as the scenario for how Bill Clinton might win their 1996 vote:

Can Bill Clinton do that? The voters are not yet sure-but most still want him

to succeed. And they believe a lot is riding on the outcome. The Miami session

concluded with this advice from four Clinton voters, which encapsulates the

potential, the expectations, and the opportunity that await the President’s

response:

Peter O. Hart Research Associates, Inc.

He has become more focused; he stands behind a particular issue; 
he sees it all the way through and gets it done. He is strong in his 
decisions: he says something, he does it, and he is not afraid of the 
repercussions.

★

★

*

*

Keep plugging away. 
Get a little tougher. 
This is the time to move. 
Everybody is waiting.

He would have to show that he could carry through something that 
he proposes, something significant. Find an issue and push it 
through.
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: What Is It?

If the United States tries to influence 
North Korean behavior by holding 
things up, we won’t be able to hide 
behind the South Koreans and Japa­
nese, who will be financing and building

ments. But is that a good idea? The 
law’s inspection provisions are there 
precisely to put the brakes on deals 
with unreliable states like North Korea.

Then there is the agreement’s provi­
sions on inspections and "freezing” of 
its reactors and reprocessing plant. 
The Oct. 21 agreement text does re­
quire North Korea to let the IAEA 
inspect the nuclear sites acknowledged 
by the North Koreans, but only after 
the supply contracts for the LWR pro­
ject are done. This requirement does 
not cover inspection of the two disput­
ed waste sites, so North Korea would 
remain in viohtion of its IAEA obliga­
tions until we ship "key components” to 
open the sites to IAEA inspectors. 
Similarly, North Korea's “freeze" of its 
reactors’ construction and on "related 
facilities" is also tied to U.S. assurances 
“for the provision of LWRs.” Will they 
be hostage, or will we?

One thing is clear: We will be direct-

States will “organize” and “lead” the 
“international consortium to finance 
and supply the LWR project” and

“significant portion of the light water 
ilL.” i reactor project is completed.” They will 

have to do this before delivery of “key 
components," but that’s cutting it pretty 
dose.

Moreover, countries’ pledges to be 
inspected have been judged in light of 
their past records in complying with 
IAEA inspection requests, a test that

ject—including technical matters—will 
be political issues between the United 
States and the North Koreans. At best, 
this will involve full-time negotiation.

Which brings us to the final concern: 
how the agreement will be enforced. 
What do we do if North Korea decides 
to keep its spent fuel rods, as the 
agreement text allows, until the second 
LWR is built’ If we break off the 
agreement, North Korea could keep 
the first LWR we gave it, restart its 
“frozen” small reactor, reprocess the 
spent fuel rods now in storage through 
its unfrozen reprocessing plant, sepa­
rate several bombs' worth of plutonium 
and perhaps even finish building the 
two frozen reactors. To avoid this, we 
will be under tremendous pressure to 
keep building the second LWR.

If these eventualities are precluded 
by side agreements, we should know 
this now. To pay for our immediate 
obligations under the agreement, Con­
gress will probably have to approve a 
near-term funding measure soon. This 
would be a good time to ask, just what 
are we getting into?

Victory Gilinsky is a former U.S. 
Nuclear Regulatory commissioner. 
Henry Sokolski is executive director 
of the Nonproliferation Policy 
Education Center and served as 
deputy for nonproliferation policy in 
the Pentagon in the Bush 
administration.
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potential national and international em- Korean nuclear agreement just as the 
barrassment; and (c) the new Repubb- president is getting China’s approval, 
can Congress will not risk a highly But the text, which has only recently 
negative media campaign against federal been circulated, does not track with 
intervention. They have calculated that the administration's upbeat descrip­

tion at the time of the signing. It 
would be nice to know just what we 

While it is certainly true home rule“is. are getting into.

Thomas J. Bliley Jr.

The City’s
-J-X 1 of municipal management; (b) regardless

J/AAA7T1XATQ T*fl of leadershiP- 1X1 Congress will It may seem churlish to raise ques- North Korea fails. Of course, the presi- 
J_ZV/ tt Al VV dl vl ~ allow the dty to go bankrupt because of tions about the Oct. 21 U.S.-North dent could override these require-

fiscal crisis and long-term economic crP As we have in the past, Democrats and; potent plutonium producers; and (4) jy engaged with the North Koreans— 
sis. The dty simply cannot escape the- Republicans will work together to re- to let the International Atomic Ener- of course, 1S their chief purpose,
consequences of doing either nothing,op solve this crisis if necessary. However/' gy Agency (IAEA) inspectors back in
the bare minimum. -ji, people are mistaken if they believe Com " to check everything.

Spiral
History is filled with political con- Congress will not back up tough I 

frontations great and small that resulted because of polarizing political images, 
in unintended consequences because ofc r~misinformation and miscalculation/ ^mutually beneficial, at least in part bef At that time, the administration 

,“J ‘u* Colurobiar cause Congress is relieved of the burtten; said that in exchange for eventual
are both in the midst of political tranjir, of local governance, it is important delivery of two large U.S.-style power 
tion, the risk of misunderstanding i^ remember that Congress has only dA-> reactors (so-called, LWRs)—and in­
great. Congress has clearly defined its, gated its constitutionally mandated au-. terim oil supphes—North Korea 
expectations, and it is vitally important' thority. The responsibility for the qa- agreed to “terminate” its worrisome 
that local misperceptions not result -in tion’s capital remains with Congress., As, nuclear activities. North Korea was 
mistaken judgments and actions. *<Isuch, Congress can ndelegate certaui/ said to have agreed (1) to ship its

The District is in a financial dowm* powers and still remain faithful to tire , small reactor’s spent fuel, which con- 
ward spiral, and although there may yet,-, concept of local government. If the kxiai tains several bombs’ worth of plutoni- 
be time for corrective action, the ground,, government surrenders its authority1 um, out of North Korea; (2) to dis­
is approaching fast. Del. Eleaqo^] through its inaction, Congress must ftp’ mantle its reprocessing plant, which 
Holmes Norton deserves the District*" sure responsibilities will be met. '' o< extracts the plutonium from spent 
thanks for her recent candid and coura-" For those who might wish to checlor fuel; (3) to give up its two larger 
geous warnings to dty officials and? the record, I have long maintained the> reactors, which are under construc- 
workers about the District’s short-terrii’ District budget is not a partisan issqe. tion and which, for their size, are

Citizens should heed Del. Norton’s, gress will give the District more time1 The trouble is the formal text
warning and must understand the crisis, and money without making corrections? < doesn’t quite get there. On the issue
grows more acute each day. The aty;. Since 1991, Congress has provided for-a, of North Korea’s spent fuel, it speaks b
government will soon be out of cash.' $1 billion infusion of cash. This year^ only of the United States and North most’the LWR project. The Oct. 21
Unless the dty can borrow at least $90/ after the District government refused Ja. Korea having to “cooperate in finding agreement stipulates that the United
million to $110 million from the market* : balance its budget. Congress ordered a method" to “dispose of the fuel in a * - - - - •
place this winter and ~ — -
mer, dty workers and      
being paid with lOUs. A failure to obtain- Now, in order to balance the budget, could include leaving the plutonium- “^rveTTthe prinapal pomt of contact 
credit from the private sector should not that level needs to be at least tripled, bearing fuel rods in North Korea. Nor ,  - j "  r  
be underestimated. It takes years to Yet the council still has not enacted the is there anything in the text about Alf potential disputes about the^pro- 
recover from that loss of confidence and necessary changes. Given the federal North Korea dismantling any of its . . .
will cost millions in higher interest rates time and money already invested in the plutonium production apparatus—the 
and insurance. Lending to the District District, it is foolhardy for any lo®L reactors or reprocessing plant (the
may be considered too risky for many politician to believe Congress will takes ' latter isn’t named in the document)—
investors. Borrowing from the U.S. hands-off approach the third tinae before the two LWRs are “complet-
Treasury may be just as risky. Certainly around. — ed." This could be 10 years from
potential investors would also view tnfa Some District officials might con-i. now—or never. As for a prohibition
option as a lack of confidence in the struct a political strategy based on pres-, on building other plutonium produc-
District, as the ability to borrow de» sure from residents and the media,fo-' t’on reactors, the text is silent. These 
pends upon one’s ability to repay the'1 prevent Congress from further inter-. : matters may be covered in a separate
debt. The council need not wait any - vention. This would be an unfortunate' agreement, but if they are, why is 
longer and should act now to guarantee.-; diversion from what should be every-'1 that not public?
confidence. . one’s primary objective—prevehEmjf’ The agreement also is vague about

Even if the District survives the im- ; the crash. While there may be softie’' just how far we are committed. To 
mediate crisis, there is greater trouble’ criticism for Congress’s taking actibft/ facilitate the LWR transfer, the adminis- 
ahead. During the next few years, dty / the consequences of doing nothing, are tration has agreed, “as necessary,” to 
expenditures will grow at twice the rafe1 far worse. The District’s financial cod-., conclude with North Korea a bilateral
of revenues. This year’s deficit pales in.' dition is about responsibility—nothfag, “agreement for cooperation in the field

uvUuub . . of peaceful uses of nuclear energy.”
In our oath of office, each member of How that can happen is unclear, for that
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Clinton needs a few good enemies
Take it from Nixon: Shared hatred breeds loyalty
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Bill Clinton, in a shapeless
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to work in a state with a consti­
tution that minimized the gover­
nor's power and maximized his 
dependence on personal ties 
with the legislators. It seems not 
to be working at the national

’ LlHRon s willingness 
in when challenged — on west­
ern land use, on his economic 
stimulus plan, on gays in the 
military — makes him look re­
sponsive only to those who are 
jiot his followers. __

k'zn i f »;■ vi hi tw

Wanting too mucn weie
gered by his willingness to the enemies of what he felt 
change policies at home or could realistically be accom- 
abroad — to adopt wage and plished.
price controls, to seek detente

Ahraham Lincoln could not 
eet elected to check the spread

r* 1 ▼A

I I- ■*. I,

By Nick Galifianakis, USA TODAY 

spend all night trying to figure 
out why that one hasn’t been en­
lightened.” It was said, when 
Clinton was governor, that the 
way to get his attention was to 
attack him; then he would 
smother you with special treat­
ment

That Southern style seemed

League
~torsv£E 
Who shared these hatreds were 
bound by him with ties of fierce 
toughness, no matter how he 
disappointed them in other 
ways. The strangled grievances 
of an aggrieved time found 
their voice in his very inarticu­
lacy.

Enemies — the right ene­
mies — are a useful thing for a , 
politician to have. Both Roose­
velts knew that: Teddy “busting 
trusts,” Franklin lashing out at 
“malefactors of great wealth.”

Leaders, I argue in my book 
on leadership, Certain Trum- 
pets. need to address particular

las not 
.----- -  -jry Weil
because he hates to 
mies, an^ enemies.

a

■31

It seemed odd for Bill Clin- and arms control with the Sovi- 
ton, the boyhood fan of John els, to restore diplomatic rela- 
Kennedy, to be so effusive at tions with China.
the funeral of Richard Nixon, What kept his followers loy- 
for whom Kennedy had little al? Much had to do with the en- 
regard. People asked whether emies he cultivated a
Clinton felt some affinity with p»od hatpr - nf liberals. Ivy 
Nixon. I wondered, rather, if he ’---------
could learn something from
Nixon about 
presidential
leadership.

Nixon
seemed to 
lack many
of the quali­
ties we asso­
ciate with
electoral
leaders. He By Garry
was not a Wills, author
good public of Certain
communica­
tor. He did
not have the Leaders.
politician’s ------------------
easy (if empty) empathy with _____ ________ _
others. Few even of his strong- — and one way to focus on mo 
est supporters felt uplifted by bilizable followers is to distin-
his presence. He was rather guish them from others, 
coldly admired for his cold gifts
of maneuver. _________________

He also tended to play bait of slavery if he were identified 
and switch with his followers, with abolitionists — so he took 
The right wing, his original con- clear steps to alienate tnem. 
stituency, was baffled and an- Those want

Garry Wills is also author of 
Lincoln at Gettysburg, for 
which he won the 1992 Pulitzer 
Prize, and Nixon Agonistes, 
among other books. He teaches 
at Northwestern University.

I

i

i

* EIHl WRHI IMUffiUU! 
some powerful people — the 
National Rifle Association, for 
instance, or the tobacco indus­
try — this looks more acciden­
tal than planned.

theway
He did not wait for them to 
come after him, and then try to 
soften their hostility.

Tricky Dick may not have 
been our most admirable presi­
dent But some of his tricks 
were useful enough to have 
been in Lincoln’s repertory of 
political tactics. Perhaps Qin- 
ton should praise Nixon less 
and study him more.

(post-Cold War) time has 
defined his followers very
- in part ------ -
make enemies,
even useful ones, flis mother 
said that Bill shares one trait 
with her: “If there are 100 peo­
ple in a room and 99 of them 
love us and one doesn’t, we’ll

I-
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By Albert Shanker, President 
American Federation of Teachers
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What kind of 
message 
does it send 
when youngsters 
who are 
chronically 
disruptive get 
all the attention?
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his sounds very good—and it is quite right that turning violent 
and disruptive kids out onto the street will not help them; 
quite right that they need special programs and alternative 
facilities. But the kids who are forgotten in this picture are the 

vast majority of students, who don’t make trouble. Why do we place so 
much value on youngsters who come to class with knives or guns and 
so little on their classmates who want to learn—or would give it a try if 
their classes were not disrupted by violence or fears of violence? What 
kind of message does it send when youngsters who are chronically 
disruptive get all the attention? And what does it mean for the future of 
public education?

John Cole, president of the Texas Federation of Teachers, recently 
attended the annual Scholastic “Summit on Youth Violence,” and what 
he heard led him to ask some of the same questions.

“The consistent theme,” he writes in his report on the conference, “is 
that society’s responsibility is to the perpetrators of violence, and that 
we should lavish our attention on those who commit violence, in an 
<
attention has on other, nonviolent members of society.

“The message,” Cole continues, “came through time and time again. 
Those who commit crimes, abuse drugs or disrupt school are crying 
out for help, and we should rush to help them. My problem with 
this line of logic is that if young people learn that the way to obtain 
help is to strike out in acts of violence, that will become the normal 
method for seeking special help in our society. By rushing to help 
these young people, are we not encouraging others to emulate 
their behavior?”

Cole does not think we should abandon violent young people, but he 
thinks that absolving them from responsibility-is ultimately 
destructive: “We need programs to work with them, and we should,try 
to salvage as many as we can. However, if we assume that society is to 
blame for all their problems and responsible for developing solutions, 
we take away from them the responsibility for their own lives. Once a 
person assumes that he has lost control of his destiny, he has no 
difficulty in justifying any act because he feels no responsibility for 
the consequences.”

Cole’s conclusion: “If the philosophy espoused at this conference 
wins the debate over the role of schools in our society, public schools 
will become the place where we try to salvage lost lives, and private 
schools will become the place where people send well-behaved 
children who want an education.”

Most ordinary parents and citizens understand this—it explains why 
a lot of people who have supported public education are turning, in 
frustration, to vouchers. And it’s time the well-meaning people who 
believe that schools should put violent kids first realize that they are 
helping to destroy public education.
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effort to save those individuals, without regard to the effect that —1
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Where We Stand

Privileging Violence.
here is a great deal of concern about ■
school violence these days—and for
good reason. Though some people main­
tain that the media greatly exaggerate the I

problem, those who work in schools in New York I
City or Chicago or Baltimore know better. And I
recent polls and surveys show that a majority of
parents and other citizens agree with teachers
about its seriousness. However, there is consid­
erable confusion about how to deal with violence | 
in the schools.

A high percentage of parents see the issue in
matter-of-fact terms. Schools are places where
kids are supposed to learn. Youngsters who
consistently threaten the learning—and even
safety—of others undoubtedly need help, but they 
have no business in the classroom.

But there are some well-meaning educators and
policymakers to whom this is not self-evident. For
them, the schools’ most important mission is to 
“save” the violent and disruptive kids.

A report of the National Association of State
Boards of Education (NASBE) is a good example
of this kind of thinking. “Schools Without Fear”
says that schools should be “advocates for all
children,” but it focuses almost exclusively on the 
needs and “rights” of disruptive students.

The report tells us that schools should restructure themselves 
to accommodate violent and disruptive youngsters; they should 
provide special programs and curricula to teach teachers and other 
kids how to cope with violent students. Above all, schools should 
bend over backwards not to exclude violent or disruptive students 
or even, in most cases, put them out of class. The report acknowledges 
the value of alternative programs but says that students should be 
placed there only when other possibilities have been exhausted and 
with a view to returning them as quickly as possible to their regular 
classes. The basic formula is: We must not give up on these kids, no 
matter what.



U.S. Estimate
OfTax-CutCost
Is Below GOP’s
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■ instance,

Ova ci riant Dnch’c^Is Put at $44.8 Billij 56.6

ECONOMY

SalQ it would cause a icvenuc ivoo ui

Renublican-teggers of thX.

Oil Output as Demand Rises Next Year
--------------------------------- <$>-------------------------------------------------------I

House, Newt‘Gingrich of Georgia and Dick 
Armey of Texas, aren’t likely to be satis­
fied with either estimate, however. Nei­
ther analysis reflects the possible revenue 
gains to the government that would occur if 
a cut in capital-gains tax rates stimulated 
economic growth. Reps. Gingrich and Ar­
mey argue that the resulting growth would

ing to get their capital-gains tax cut 
through Congress by reducing the spend­
ing cuts required to offset it, as required 
under current law.

Bruce Cuthbertson, spokesman for 
Rep. John Kasich (R., Ohio), who will be 
chairman of the House Budget Committee 
in the next Congress, said the Republican 
figures come from an estimate the con­
gressional Joint Committee on Taxation 
made in March. The committee wouldn’t 
comment. Both the Treasury and congres­
sional estimators examined the same pro­
posal. which would subject to tax only half 
the gain from the sale of stocks, bonds and 
other assets, and then only the gain in 
excess of inflation.

“The fact that Treasury analysis looks 
better for the Republicans shows they are 
really operating independently and in 
their own best judgment,’’ said Yale law

Focusing the GOP Agenda 
Republicans are pushing a social agenda, 
but many in the party say economic is­
sues must take precedence. In other 
coverage, the White House and Senate 
GOP Leader Dole are close to a deal 
making it more likely the U.S. would 
withdraw from the proposed World 
Trade Organization if its decisions go 
against the US. Articles on page A26.

3 SEEN
reeze

sia, who also spoke to the oil ministers to 
open the conference.

The goal of the Saudi proposal to freeze 
the current output level for a year is to 
push up prices as demand exceeds produc­
tion, particularly in next year's fourth 
quarter. And many of the analysts here to 
observe the outcome of the OPEC meet­
ing said a six-month freeze on the ceiling 
already had been factored into the oil 
market and that prices weren't likely to 
rise if that is all that is decided.

"A 12-month rollover would be bullish 
and would raise prices 50 cents to SI a 
barrel,” from the recent range of $17 to $19 
for the main U.S. crude, said Mohammed 
Abdul Jabbar, a crude-oil market specialist 
for Washington-based Petroleum Finance 
Co.

CONGRES­
SIONAL 

$1.9

59

12.7

15.6 ’

20.5

//
f 

9

$

By James Tanner
Staff Reporter of The Wall Street Journal

DENPASAR, Indonesia-OPEC’s finan­
cially strapped members rallied around 
recommendations to hold their output 
steady well into 1995 in an attempt to push 
up the price of oil.

Such a strategy to tighten oil supplies 
as demand rises next year could be 
adopted by the Organization of Petroleum 
Exporting Countries as early as today, the 
second day of OPEC’s winter conference.

But even as the oil ministers meeting on 
Bali endorsed the idea of freezing produc­
tion at the current level, there was debate 
over the duration of such a move. Some 
ministers continued to call for a six-month 
freeze on output despite the popularity of a 
proposal made over the weekend by Saudi 
Arabia to extend the current production 
ceiling of 24.5 million barrels a day for all 
of 1995.

The Saudi plan is backed by at least 
one-half of the 12 OPEC members and is 
credited with some firming of world oil 
prices yesterday. But some OPEC mem­
bers object to any “rollover” of the current 
ceiling at this time beyond next year’s first 
half.

Kuwait, which eventually is due a 
higher production quota under a previous 
OPEC promise, is among those expressing 
concern. Delegates said Kuwait’s worry is 
that a full year’s extension would lock in 
quota cheating by some other countries. 
OPEC’s actual output is around 25 million 
barrels a day, or some 500,000 barrels a day 
above its official ceiling.

Abdalla Salem El-Badri, Libya’s oil 
minister and outgoing OPEC president, is 
a leader of the group that would prefer to 
settle for a six-month rollover of the cur­
rent ceiling. “I talked to all the members, 
and I think 12 months is too long,” he said 
in an interview.

Still, in his address to the conference 
before the election of his successor, the 
Libyan oil minister took note of the 
deterioration in oil prices in recent years 
and the negative effects on OPEC’s reve­
nue. So did President Suharto of Indone-

| billion.
The lower Treasury estimate could re­

duce an obstacle Republicans face in try-

uve years, using congressional esumaies, t any reVenue losses.House Republicans say it would cost $56.6 | ™ THEPBESiDENT l^S

(JrEC Kallies Around Idea to Fn

Five-Year Loss of Revenue

In Capital-Gains Plan
administration. For instance
Troudiry pctimatpd that President Bush's 
capital-gains tax-cut proposal would bring 
in an extra $16.1 billion in revenue over 

-------------------------------- ---------------- . jive years; the congressional estimates 

By Lucinda Harper----------------- said it would cause a revenue loss of $13.3
Staff Reporter of The. Wall Street Journal

WASHINGTON - The Treasury’s esti­
mate of the cost of the capital-gains tax cut
Republicans are proposing is far lower
than the estimate Republicans themselves
are using.

Treasury estimates, obtained by The
Wall Street Journal, indicate that the capi­
tal-gains tax cut outlined in the Republi­
cans’ "Contract With America” would cost
the Treasury $44.8 billion in revenue over

, five years. Using congressional estimates.

NOTE: Treasury estimate is tor fiscal years 1996-2000: 

cohflressionai essrrate for fiscal years 1995-1999. 

'Sources: Treasury, House BuOget Committee
RepMfcan soft

L professor Michael Graetz, who was a Trea- I 
sury tax official in the Bush administra­
tion. Treasury estimates are traditionally 
made by non-political career government 
economists.

The discrepancy exists primarily be­
cause Treasury economists assume that 
more investors will sell assets if capital­
gains tax rates fall than do congressional 
economists, said Princeton University 
economist Harvey Rosen, who headed tax 
analysis_fnr the-Ji

How Much Does It Cost?
Estonates of revenue lost under Republican 
capital-gains tax cut, in billions

YEAR ONE__________$17

YEAR TWO__________ 54

YEAR THREE________ 10 3

YEAR FOUR_________ 13 3

YEAR FIVE____________ 14.1

vFIVE-YEAR TOTAL 44.8
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X nation's'ideologi-

T^HILOSOPHICALLY, AT LEAST, 
Lr Speaker-to-be Newt Gingrich 
X doesn’t flinch from this. In the

w
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CAPITAL JOURNAL
By Gerald F. Seib
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Ohio's Voinovich

Drives Another

GOP Revolution
ton’s clout, or use

WILLIAMSBURG, VA. ft to change the

FT^HIS IS THE WEEK Republicans Cai course? ^George Votnovich
I had to stop flexing their new There's no ----- ----------------
1 muscles for a moment and face a avoiding this decision. The painful fact

1 .A

THE PRESIDENT HAS SEEN
This is asking a lot of congressional

Republicans, who wandered the minor­
ity wilderness for

decades.
finally W

four
Having 
won control of
Congress, are 
they to start giv­
ing away its 
powers? Is the j ,
Republican Party j'
going to strip 7
away Washing-

strategic choice: Are they going to for House Republicans is that many of 
change the way Washington is run, or the ideas they have pushed hardest- 
change the way the country is run? congressional term limits, a line-item 

George Voinovich argues for chang- vet0 _ wou|d shift power from Congress 
ingthe wav the country is run. He's got a and toward the (Democratic) president. 
------------ - pretty good case to Now on lOp of that, come GOP gover-

make. nors wanting a piece of the action.
Mr. Voinovich is .

the Republican gov- ■^PHILOSOPHICALLY, AT LEAST, 
emor of Ohio. If Lf Speaker-to-be Newt Gingrich 
anybody can claim X doesn’t flinch from this. In the 
to have won a ring- introduction to a new book by Alvin and 
ing mandate from Heidi Toffler on “third wave” politics- 
the voters this now required reading for cutting-edge 
month, he can. He GOP politicos - Rep. Gingrich writes: 
won re-election in “While I am a Republican leader in 
the country's sev- Congress, I do not believe Republicans 
enth-largest state or the Congress have a monopoly on 
with a staggering solving problems and helping America 

of the vote, crushing Democrat make the transformation necessary to 
Robert Burch bv 47 points. He so domi- enter the Third Wave information revo- 
nated the race that he was able to give lution.”
away S3 million of his own campaign Gov. Voinovich not a particularly 
funds to help other Ohio Republicans. philosophical man. has a simpler point. 

Riding his coattails, Republicans He says he has succeeded simply by 
won every statewide constitutional of- offering voters common-sense manage- 
fice in Ohio. His lieutenant governor, ment. He has shrunk government, but 
Mike DeWine, became the first Republi- isn’t against government activism. He 
can elected to the U.S. Senate from Ohio likes Head Start, has increased spend- 
since 1970. Republicans took control of ing on family programs and says Indus­
trie state House and kept control of the tries are clamoring to get in on the 
state Senate. The Toledo Blade summed state's job-retraining program. He s pig 
it up in a headline: “Voinovich in win of on making business a partner. The 
the centurv." private sector has given him some S14

All this leaves Mr. Voinovich, an million in management help and cooper- 
almost painfullv earnest former mayor ated in revamping Ohio's workers com- 
of Cleveland, looking like one of those oensation program. Can he live without 
Quarterbacks who s asked: “You've just the federal money that goesi with the 
won the Super Bowl. George Voinovich, strings? He offers a straight-forward 
What are you going to do next?” analysis: "The federal foyernment is

bankrupt, so the money is drying up 
HAT MR. VOINOVICH did was anvwav.
come here to Virginia along The kind of success Gov. Voinovich 

___ with the other Republican gov- has enj0Ved raises the inevitable ques- 
ernors-now numbering 30-and argue tjon; Wili he be a contender for a spot on 
for a quiet revolution. He wants the the 1996 presidential ticket? For now, he 
Republicans now running Congress to ^^5 the inevitable answer: He's too 
turn power, money and freedom over to busv t0 pUrsUe that.
the states so they can create change. In BUt there's somebody who’s already 
met. he has a 13-page blueprint fordoing deep int0 the j996 hunt who shares this 
.:. It asks the new Congress to relieve the pOWer.to-the-states philosophy. He’s La- 
states of the costs of federal environ- mar Alexander, the former governor of 
mental, health and immigration regula- Tennessee. Not so coincidentally. Mr. 
lions: to give states far more control of Alexander also showed up here for the 
welfare; and to give states more free- governors meeting. Classical pianist 
aom to tinker with the joint federal-state jh? t he is yIr. Alexander was playing in 
Medicaid program for the poor. fine harmony with his old friends from

“The problems of this country’ are the statehouses, 
not going to be solved in Washington.”
Gov. Voinovich says bluntly as he sits in
Virginia s autumn sunshine. “They are
going to be solved at the state level.”

Vj
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benefits.
► Florida, which set a 24-month 

limit on benefits.
Besharov suggests that “one reason 

Republican governors are doing so 
well” — leading 30 of the 50 states, af­
ter the last election — is that they’re 
seriously addressing the issue.

Greenberg says any federal re­
forms should look at “what states have 
attempted to do, and help them do it"

But he worries that a federal law 
would add other restrictions, such as 
denying aid to any child for whom pa­
ternity had not been established; and 
requiring parents to work 35 hours a 
week to earn a grant amounting to 
about $2.50 per hour worked.
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As congressional Republicans draw 
their blueprints for welfare reform, 
they may borrow key elements from 
some pioneering state efforts.

Massachusetts, New Jersey and 
Wisconsin “really have been leaders” 
on welfare reform, says Doug Be­
sharov of the conservative American 
Enterprise Institute.

Mark Greenberg of the liberal Cen­
ter for Law and Social Policy agrees _ 
that state reforms generally have 
tried “to get more parents working" 
as proposed in sweeping welfare-re­
form legislation being promoted by 
the House Republican leadership.

But Greenberg worries that a na-

]$24
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ied adults to go to work, school or job 
training within 30 days of signing up 
for welfare benefits; and a “Leam- 
fare” program requires parents ages 
13-19 to attend school or lose part of 
their welfare payments.
► Illinois, where young mothers 

newly on Aid to Families with Depen­
dent Children were assigned counsel­
ors to coach them through school and 
job training programs, and had their 
monthly benefits slashed if they failed 
to participate.
► Michigan, where a “social con­

tract” requires welfare recipients to 
work, study or volunteer 20 hours a 
week to get full benefits; and where 
welfare families are encouraged to 
work by being allowed to keep more 
of their earnings, yet still quality for
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federal assistance to the poor. Among programs targeted is Aid to 
Families with Dependent Children, the nanon’s primary welfare program, 
Aid to Families with Dependent Children
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Medicaid
Federal spending
(In billions)
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| $22.7

tional GOP plan would take reform 
farther — too far, in his view — and 
would end up forcing states “to cut as­
sistance to poor families.”

Among states whose welfare-re­
form efforts have caught congression­
al Republicans’ eyes, Besharov and 
Greenberg mention:
► Massachusetts, where Gov. Wil­

liam Weld’s plan shifted money into 
child care and health care, allowing 
tens of thousands of welfare-recipient 
parents to take jobs.
► New Jersey, where a "family 

cap” provision bare additional bene­
fits to mothers who are on welfare for 
at least 10 months and have another 
child.
► Wisconsin, where a “Work Not 

Welfare” program requires able-bod-

of spending on those programs:
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agreement comes not a moment too He replied, “How close are two coatX,' cheap and compliant labor around 
soon. Mr. Pataki is on a working of paint?” The same can be said wor]d.

provide bigger profits for prosper-

imports of all products made by chil- ty.. t0 .<meet Our human rights 
dren under age 15, says the problem standards." A few American compa-
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children go remarkably unre-
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A Truce

Pataki and
Giuliani need 

each other.

Public & Private
ANNA QUINDLEN

and prevent further cuts to the over- in achieving its objectives, 
burdened Department of Correc­
tions.

•35

Child 
labor,
free 

trade.

-opportunity to
servitude will have been 

__________ bunaii- 
za of free trade. But consumers can 
vote with their credit cards only if 
products are labeled. At the very 
least the slogan “Not Manufactured 
with Child Labor” should shame 
those companies not in a position to 
affix it to their products.________

In America
BOB HERBERT

Youth programs are hemorrhag­
ing. Programs that feed the hungry
are hurting. And Comptroller Alan

Hevesi contends that the city could
The cold war has ended. Governor- face another shortfall, of $400 mil­

elect George Pataki and Mayor Ru- lion, before the end of the fiscal year, year-olds beaten if they didn’t work visions, insisting that children have 

and talk. The blood feud, provoked Mr. Giuliani had gone far beyond the if it had been sewn’by a 9-year-old to try to interfere with child labor is 
by Mayor Giuliani’s decision to cross usual antipathy between governor^ locked into a factory in Bangladesh protectionist and punitive when a 
party lines and endorse Mario and mayors. Mr. Giuliani took an until production quotas for the day child may be the only wage-earner in 
Cuomo for re-election, is being put enormous gamble with his endorse- had* been met? Would you eat sar- a desperately poor family, 
aside — at least for the time being, ment and he lost. It was inevitable dines if the cans had been filled by But the tradition of children help- 

Political egos being what they are, that he would be punished. But there 12-year-old Filipino children sold ing on small farms and the innova- 
it took nearly a week to negotiate the were other elements to the feud — int0 bonded servitude? tion of locking them into a hotbox of
cease-fire. The word began to filter big slights and little slights, some The General Agreement on Tariffs a factory for 14 hours a day are 
out early yesterday: public, some private. And there was and Trade, known as GATT, is the worlds apart. The reason they may

"Something may happen soon,” always the specter of U.S. Senator most sweeping free-trade pact in his- be the only wage-earner in some 
said a Pataki aide. , Alfonse D’Amato. Mr. Pataki’s pa- tory But like many agreements areas is because adult workers have

"We may have it resolved,” said a iron, hovering in the background. among different nations with differ- 
voice from the Giuliani camp. The feud was threatening to serious- ent agendas, much has been lost in 

You might have thought they were ly interfere with the work of running the translation. One of the losses in 
talking about Grant and Lee at Ap- the city and the state. , tbe GATT negotiations was the right ,
pomattox. I once asked Dizzy Gillespie how of children not to be exploited, over-

However it was arranged, the close he had been to Charlie Parker. worked and underpaid as a source of

nies have been ahead of the curve; 
Levi Strauss and Reebok, for^ in- 
stanceThad already demanBetTthat 
their enntrarrnrs overseas hire only 
workers over age 14. In India a con- 
soTtium of carpet makers has start­
ed an industry campaign that tags 
those products made without child 

'You give me any cross-section of labor -^^.5 least Americans

al of civilians from the police force neither jurisdiction can be effective area of the country, and I think the 
in oz-hiovino itc nKjctiv»c >> reactjon would be -overwhelmingly

New York City is particularly vul- against buying the products.” 
nerable now because of the tax-cut- j "‘IL- ’  1 12.

 ting, anti-urban, anti-social welfare wilderness, and the wUderness is the

vacation in Florida, no doubt trying about the interests of New York Ci’iy From the children who make car­
lo figure out how to keep his promise and New York State. Each is depend1 jn India, sometimes 16 hours a 
to cut income taxes by 25 percent' ent upon the other. day, seven days a week, to those who
now that he knows the state will face/ Mr. Giuliani’s continuing budget sew in Bangladesh for as little as - 
a $4 billion shortfall next year. . i: problems cannot be worked out with-i five cents an hour, the International

Mr. Giuliani is in City Hall, trying ^put the help of the state. Mr. Pataki’s; tabor Organization estimates that been lajd Off in favor of children, who 
to close a billion-dollar budget gap effort to cut taxes and streamline there may be as many as 200 million are innnjteiy more exploitable and 
right now. The Mayor's cuts are no, government haven’t a prayer with., child laborers worldwide. Some are provide bigger profits for prosper- 
longer surgical in nature. Most fat out the cooperation of the city. t)| working id sweatshops that contract pus factory owners. And nations that 
has already been removed. Each The mutual interests go far be- to make American goods. In testimo- reallv want t0 compete in a global 
new cut is a ghastly gouging of serv- yond issues of budget and taxation, ny the Senate earlier this ecOnomy will educate their kids not
ices needed by New Yorkers - in Mayors and governors have no: year a 15-year-old from Honduras work them half t0 death before 
some cases, desperately needed. choice but to work together in good t0]d of girls working up to 80 hours a

With both the city and the state in faith on economic development, bn' week at a factory manufacturing Liz 
deep financial trouble, there was no transportation issues, on law and Claiborne sweaters.
time for a feud between the Mayor- order. child labor is the dirty little secret ^nced’that’it was'ditching the Hon-
and the Governor-elect. .: (One example: As soon as a con- of foreign imports. Senator Tom duran contractor then decided in­

Ramon Cortines, the city’s Schools vict in New York City is sentenced to. Harkin, who wants to outlaw U.S. stead it would “work with the facili-

they’ve even reached puberty.
After the bad publicity of the Sen­

ate hearings, Liz Claiborne an-

(One example: As soon as a con- of foreign imports. Senator Tom duran contractor, then decided in­

Chancellor, was on the verge of tears a year or more in jail, he goes into imports of all products made by chil- 
Monday as he testified before the the state prison system.) c   -- _  -
City Council about the latest cuts to The links are endless. The city’s is' ^at Americans don’t know that 
hit the school system. “We are health and social welfare system^ SOme of what they buy, including 
standing at the edge of an abyss,” he are monitored and regulated by the. toys for their own kids, has been 
said. “With each new round of cuts state. And while there are many who manufactured by children working 
our footing grows more precarious,” are reluctant to admit it, the city is tbe kjnd Of hours, under the kind of

Council leaders are fighting dras- the dynamic force that gives the. conditions, that many still associate 
tic budget cuts on a wide front. They entire state its national and intemqr, Wjth the darkest days of the Industri- 
are trying to prevent the elimination tional stature. , ai Revolution.
of city funding for mental retarda. “You can’t separate the two,” said .<you ejve n -

During various GATT negotia- 
Would you buy a rug if you knew tions, developing countries success- 

that it had been woven in India by 10- fully argued against child labor pro-

dolph Giuliani are going to sit down The feud between Mr. Pataki and fast enough? Would you wear a shirt always worked in their cultures, that

by kids.
Amid attempts to protect ele- 

- - , L phants from ivory poachers and dol-
Mr. Harkin is a voice crying in the phjns from tuna nets> the rights of

E31'?ieS.J)ltheun.a.ti0"al. gilded thicket of free trade, thorny

Giuliani are Republicans, they have binto'keeD products made with child c^TZ'
■ an obligation to fight for the legit).- labor out of the United States would gf’ an

... mate interests of city residents. probably be a violation of GATT, S ’ y
That can begin to happen when which provides only for those re- 

they finally sit down next week. It strictions spelled out in the trade 
could have begun sooner, if either pact.
man’s ego had allowed him to just .
pick up the telephone. 
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Gay Officials Gather to Share Ideas
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Attorney General, it would be very 
precarious for conservative Chris­
tians,” Mr. Sheldon said.

But Ms. Burstein's defeat was an

By DAVID W. DUNLAP 
Special io lhe New York Times

SEATTLE, Nov. 21 — Like many 
colleagues in state capitols and city 
halls around the nation, the officials 
who met here over the weekend are 
concerned about race relations, reli­
gious conservatism and re-election.

But what brought about 60 of them 
together is what sets them apart: 
they are openly gay, a small but 

M growing presence in local govern­
ment. They gathered as they have 
each year since 1985.

■■■' “Who else do you talk to about 
your problems with your domestic 
partner — or, more like it, your 
domestic partner’s problems with 
you?” asked David Scondras, a 
founder of the International Network 
of Lesbian and Gay Officials, which 
sponsors the conferences. Mr. Scon­
dras served 10 years on the Boston 
City Council until his defeat last 

, year.
And where else, these officials 

said, could they swap stories over 
what seems to be a national phenom­
enon : the preoccupation of the press 
with their homosexuality. They said 
it was most often reporters, not con­
stituents or opponents, who brought 
up the issue.

Sherry D. Harris was elected to 
• the Seattle City Council in 1991, be­

coming the first openly lesbian black
? woman to hold public office. "We 

used to have a joke in my cam- 
paign,” she said. “^Sherry Harris, 
the lesbian’ — was always how the 
news story started, no matter what it 
was about.” And what her legislative 
agenda was about, she said, was 
transportation.

State Representative Gail Shibley 
of Portland, Ore., said that in com­
miserating with other gay officials, 
she could reassure herself that re­
porters were “not just picking on me 
and not just picking on Oregon — 
this defines who you are.” She, too, 
said that transportation issues had 
defined her campaign.

While conference participants 
spoke of the need for stronger coali­
tions between gay organizations and 
groups favoring abortion rights or 
environmental protection, they ac­
knowledged the wide gaps that have 
yet to be bridged within their own 
ranks.

“We live in a racist society,” Ms. 
Harris said. “The same dynamic ex­
ists in the gay community.”

Dorinda Henry, a legislative as­
sistant to Ms. Harris, said she took 
exception to comparisons between 
the gay rights and earlier civil rights 
struggles. "As an African-Ameri­
can,” she said, “many of my people 
have gone through much, much 
more than any gay white man has 
ever gone through.”

Ron Simons, the editor of Brother 
to Brother Seattle, a monthly news­
letter for black gay and bisexual 
men, told the officials that “one of 
the reasons people of color get mar­
ginalized and left out is because 
many fund-raising events come in at 
$100 or $200 or $1,000 a shot,” which 
they cannot afford.

Ms. Harris said that feelings of 
alienation had made it “very diffi­
cult” to enlist black constituents in 
th® fight earlier this year to keep two 
initiatives opposing gay rights off 
the ballot in Washington.

The distance between some black 
leaders and some gay causes is one 
that religious conservatives have 
turned to political advantage.

The Rev. Louis P. Sheldon, chair­
man of the Traditional Values Coali­
tion, a conservative church network, 
said “many of our black churches in 
Brooklyn were very active below the 
radar screen” in helping defeat Kar­
en S. Burstein, who ran for Attorney 
General of New York State.

Pastors and congregations were

Park, Md., and John Heilman of 
West Hollywood, Calif., who will 
serve this year as Mayor. Tom Am- 
miano, one of three ooenly gay can- 

_____________ ________ _ didates elected to the San Francisco
told that “if this woman was elected I Board of Supervisors this month,
*------- - ■ ■ — was also present.

Oregon voters elected five openly 
homosexual or bisexual Representa­
tives, including a Republican, Chuck 
Carpenter. They also defeated a ref­
erendum to deny homosexuals sta- 
tus as a minority and, therefore, 
protection against discrimination in 
employment and housing. The initia­
tive was advanced by Lon T. Mabon, 
chairman of the conservative Ore­
gon Citizens Alliance.

“It doesn’t surprise me that open- 
ly gay and lesbian candidates can 
win m Portland and Eugene," Mr.' 
Mabon said by telephone. "From the 
standpoint of democracy, I could 
care less. If they can run and can win 
and the constituency doesn’t see a 
problem, that’s their business. But 
from my standpoint, I’m disturbed 
that they don’t see a problem.”

exception to the rule for openly gay 
candidates. The Gay and Lesbian 
Victory Fund, a political-action com­
mittee, said 17 of the 14 candidates it 
backed in the general election had 
won their races.

“It was far more hazardous to be 
an openly Democratic candidate 
than openly gay or lesbian,” said 
William W. Wayboum, the fund’s ex­
ecutive director, in a telephone inter­
view. He said the number of openly 
gay public officials in the nation had 
grown by 9, to 216, out of a total of 
475,000.

Open antagonism was not faced by 
every candidate, but Cal Anderson 
got a taste of it running for the State 
Senate after representing Seattle for 
seven years in the Washington 
House of Representatives. He said 
his Republican opponent, Mike 
Meenen, referred in a campaign ap­
pearance to Mr. Anderson’s “per­
verted and deviant life style.” 

“I think it really did contribute to 
the fact that I got 81 percent of the 
vote,” Mr. Anderson said. "A lot of 
people don’t want to be associated 
with that kind of bigotry.”

Other state legislators at the con­
ference included Senator William P. 
Fitzpatrick of Rhode Island, Assem­
blywoman Deborah J. Glick of New 
York and Representatives Tammy 
Baldwin of Wisconsin, Karen Clark 
of Minnesota, and George V. Eigh- 
mey and Cynthia Wooten of Oregon.

Some city council members who 
attended were Thomas K. Duane of 
Manhattan, Tim O. Mains of Roches­
ter, Bruce R. Williams of Takoma
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These programs are now entitlements, 
which guarantees that any American meeting 
the eligibility requirements will receive bene­
fits, regardless of the total cost. Under the 
proposed change, families falling onto hard 
times during a recession may be denied bene­
fits or be forced onto a waiting list for aid. Sim­
ilar changes would apply to the school lunch 
and food stamp programs.

While President Clinton and other Demo­
crats have also called for substantial overhaul 
of the welfare system, the bill backed by 
House Republicans, led by speaker-to-be Newt 
Gingrich, is much more restrictive than Demo­
cratic and previous Republican proposals.

It would cap spending on welfare programs, 
consolidate several nutrition programs, includ­
ing food stamps and school lunches, into a 
block grant to the states, and limit assistance 
to five years. The bill would eliminate aid to 
young unwed mothers and deny additional ben­

i
i

far, Republicans have said that many recipients 
do not deserve continued assistance.

“The existing system is terrible, everybody 
agrees,” said Rep. James M. Talent (R-Mo.), 
who earlier this year proposed a welfare bill 
similar to the latest Republican version. “The 
defenders of the status quo are going to try to 
convince people that the only alternative is 
abandoning the poor.”

“This is in no way punitive," said Rep. E. 
Chy Shaw Jr. (R-Fia.), who is in line to head 
the Ways and Means subcommittee responsi­
ble for welfare. "For those who want to im­
prove themselves ... they will see this as an 
opportunity."

Among the most significant changes advo­
cated by Republicans would be to subject 
AFDC and the Supplemental Security Income 
program for the elderly and disabled to annual 
budget reviews under the discretionary spend­
ing accounts approved by Congress.

proposals for cost controls for health 
spending, took a more optimistic 
view. He said the low growth figure 
demonstrates that “the market is 
working better and can work. And if 
we remove some barriers, the mar­
ket can work even better."

“The problem of rising health 
costs is not over,” he said, “but the 
latest figures are clearly a reflec­
tion of managed care trends,” in 
which insurers and providers of 
medical care, competing for busi­
ness, carefully monitor care and 
payments to reduce waste.

"Private expenditures are slow­
ing for two reasons,” Holahan said.

One is that fewer people are cov 
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... links slow rise to low\inflation

The welfare bill supported by Republican 
Readers in the House would deny benefits to 
Jnjllions of American children and families,

what people typically refer to as welfare re­
form."

In response, Republicans said the report 
overstated the negative effect of the legisla­
tion and failed to take into account other 
benefits that poor families would continue to 
receive, such as food stamps and Medicaid.

“It’s exactly what we expect from people 
who lobby to give as much money to the 
poor as they can," said a Republican aide who 
did not want to be named. “Now Republicans 
are saying, ‘No, we’re going to stop this/

Despite disagreements about the specifics 
of the legislation, both sides are clear on this: 
The changes advocated by Republicans in 
the House are dramatic, affecting the most 
basic assumptions about the nation’s social 
service programs.

While Democrats and advocates for the poor 
argue that the Republican proposal goes too 
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By Barbara Vobejda 
WacUngtoo Port Sufi Writer

ered by health insurance each year, 
so they and the insurers are spend­
ing less, he said.

The second is that the private 
sector has been “successful in con­
trolling costs” through such man­
aged care methods as "negotiating 
contracts with doctors and hospi­
tals” to provide services at speci­
fied discounts or fee schedules.

Shalala said, “Slow growth in
health spending appears to result 
more from very low inflation in the 
rest of the economy than from any 
permanent changes in the health
sector.” In 1986, the growth rate /'Heck. /Medicare mitlaysoer; _ 
of health outlays slowed to 7.2 per- J ee grew more rapidly than private 
cent, only to rise to near doublethat z\msufanCe1nT992 and 1993." ■

By Spencer Rich
Washington Pott Sufi Witter

Health spending by Americans in­
creased 7.8 percent fast year, the 
smallest rise since 1986, Secretary 
of Health and Human Services Don­
na E. Shalala announced yesterday.

Americans spent $884.2 billion 
on health services, about $3,299 a 
person, she said.

Only a few years ago, the annual 
increases in nationwide health spend­
ing were in double digits. But wheth­
er fast year’s slowing rate of growth 
means that the nation has gotten 
control of what a Shalala predeces­
sor once called “the health care infla­
tion monster" is still unclear.

“No one knows whether the slow­
down in cost growth1 can be sus­
tained,” said John Holahan, a health 
care policy analyst at the Urban In­
stitute. “There is certainly evidence 
of near-term success, but whether 
it’s permanent is a big unknown.”

Shalala said that while the growth 
of health spending slowed from 8.6 
percent in 1992 to 7.8 percent fast 
year, the 1993 rise was still much 
higher than the national rate of infla­
tion—2.7 percent—and greater 
than the growth of the gross domes­
tic product (GDP).

However, Mike Bromberg, execu­
tive director of the Federation of 
American Health Systems, which 
helped defeat President Clinton’s 

’causing increases in poverty, homelessness 
and hunger, according to a report released 
yesterday by an advocacy group for the poor.

The Center on Budget and Policy Priorities 
reported that if the legislation—known as the 
Personal Responsibility Act—were fully im­
plemented today, 2.5 million families and at 
least 5 million children now getting benefits 
under the Aid to Families with Dependent 
Children (AFDC) program would be pushed 
off the rolls.
' “These are sweeping changes in safety net 
programs,” said Susan Steinmetz, director of 

-welfare reform for the advocacy group. “The 
bill contains provisions that go far beyond 

efits to unwed mothers on welfare who bear 
another child.

It would deny benefits to children whose pa­
ternity has not been established. The bill 
would also eliminate aid for most immigrants, 
even documented aliens who have not become 
U.S. citizens.

Those provisions, said the report released 
yesterday, would mean that more than half the 
families receiving AFDC today would be de­
nied benefits. Of the more than 14 million fam­
ilies now in the program, about 48 percent 
have received benefits for a total of five years, 
although not necessarily in one spell.

Also, paternity has not been established for 
nearly a third of children in the caseload.

Children denied benefits because their pa­
ternity has not been established, Republicans 
said, would still have access to their mother's 
benefits.

/

a few years later. The 1993 rise of ;
7.8 percent is still "2.4 percentage ■< . 
points” higher than the growth of »! » 
the GDP, she said, and the U.S. . 
now spends 13.9 percent of GOP^ ■ 
on health, by far the highest figured 
for any developed nation. i

The report released by ShalalaSJ I 
yesterday shows that the federal^ J 

government, which paid 31.7 per^X i 
cent of the nation’s health care billlfS ; 
“was the fastest-growing payer gf^J ! 
health care.” Reversing the patterr^J [ 
of a decade, said Medicare-Medic-^ J 
aid administrator Bruce C. Via-"6* '
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Gingrich's Life: The Complications and Ideals 

By KATHARINE Q. SEELY�,�rw-c,.d to Hv• "-f,,,. YOf'k T1t'M'1 � 

WASHINGTON, Nov. 23 - It was 

Complex Bonds 
Of Father and Son 

September 19◄2 when 16-year-old His mother went on to have three 
Kathleen Daugherty married New- daughters with Bob Gingrich. Kath· 
ton C. McPherson Jr., a 19-year-old leen Gingrich summed up the rela• 
mechanic in a small town in Penn• tionship between her son and hus-
sylvania. In three days, the mar• hand by saying, "Newtle is a talker; 
riage fell apart; nine months later, Bob is not." She said her husband 
she gave birth to a baby boy, whom preferred doing crossword puzzles. 
she named Newton Leroy. One of Mr. Gingrich's closest 

When Kathleen remarried three friends, former Representative Vin 
years later, her new husband, Rob• Weber, said the father-son relation­
ert B. Gingrich, an Army artillery ship was complex. "On one hand, 
offlcer,.adopted her son. there is a side of Newt that is brash, 

Today, the boy, �ewt Gingrich, Is disrespectful of authority and cer• 
on the verge of becoming the Speak- talnly wllllng to challenge authority, 
er of the House and next In the line of but on the other hand, he really does 
succession for the Presidency alter value father relationships if they can 
the Vice President. begin to develop," he said. 

He says he wants to do nothing "I found his relationship with Ml-
less than to save American civlllza- chel was more complicated than 
lion with a renewal of family values. people thought," Mr. Weber added, 

But while he often refers to an referring to Representative Bob Ml-
idealized American family life with chel, the House Republican leader 
Ozzie-and-Harriet mores, Mr. Ging• who is retiring this year and whose 
rich has made it clear he did not calm, courtly style differed In every 
have such an upbringing himself. As way from the confrontational style 
he told The New York Times in the of the younger Mr. Gingrich, the 
spring: "I'm not sitting here as minority whip. "Newt challenged 
someone who Is unfamiliar with the him and made life tough for him, but 
late 20th century." I fell he wanted Michel to like him, at 

He was born faLherless to a teen- times more than I thought was ap­
age mother. He married against his proprlate. Newl was bending over 
adoptive Cather's wishes and later backwards lo try to get his approval. 
underwent a bitter divorce. While I lhlnk lhat Is related somehow to 
promoting family values, he re- something that was missing before." 
mains close to a dauahter who vo- Mr. Gingrich, who declined lo be 
cally supports abortion rights and a Interviewed for this article, once told 
half-sister who Is gay. As he has said, a reporler that he could not finish 
"I know life can be complicated." Pat Conroy's novel "The Great San• 

Kathleen Gingrich, now 68, said tlnl," which was about a boy's strua• 
that when she was 16, her iather was gie to prove himself to his fat..'ier, 
killed In a car accident. He had been who was an overbearing military 
the stabilizing influence in her fam• officer. "His falher seemed like a 
ily. she said, and when he was gone, cold, austere kind of person," a for• 
she turned to Mr. McPherso�, who_m mer polllical associate, L. H. (Kip) 

---s�h-e had known only briefly. "I never Carter, said of Mr. Gingrich's view 
should have gotten married to of his adoptive father. "He's felt 
start," she said In a telephone Inter- abandoned his whole life." 
view from her home in Dauphin, a Kathleen Gingrich said that of the 
small town near Harrisburg, Pa. myriad photographs that have ap• 

Her new husband stayed out late -�_!red lately of her son, the only one 
at the pool hall one night, she said, her husband wants to frame is the 
and when she tried to wake him in Nov. 7 cover of Time. It shows a 
the morning to go to work, "he got snarling Newt with his mouth agape 
mad and he hauled off and hll me. It and the cover line: "Mad As Hell." 
was the only time, believe me. At the same lime, the young Mr. 

"We were married on a Saturday, Gingrich developed an deep attach• 
and I left him on a Tuesday," she ment to animals. His grandmother 
said. "I got Newtle In those three once gave him a leather Jacket that 
days." he painted with white stripes so he 

She was not working at the time could look like a zebra, said his half• 
and could not support herself, so she sister, Roberta. When he was 11, he 
moved In with her mother, a school was flying alone from Fort RIiey In 
teacher. Kansas to Harrisburg and was late 

Newt grew up under the tutelage getting home. It turned out he aot off 
of his maternal grandmother, with the plane In Chicago and took a taxi 
whom he shared a bedroom and who to the zoo. Another Ume, he told his 
stayed with them after Kathleen re- mother he was aotng to the library In 
married. His grandmother taught Harrlsbura and went Instead to the 
him to read, which he does vora- Mayor's office to plead for a zoo. 
clously to this day. (For his part, To this day, his office In the Capl­
sald his mother, he put snakes In tot ls adorned with models of prehls­
jars on the night stand between their toric creatures. In 1990, he sent near­
beds and scared his grandmother ly hatr of his $67,000 in honorariums 
out of her wits.) • from speeches to the Atlanta Zoo.

After the war, his biological fa- Last year, he sent $15,000 to the 
ther, who had been In the Navy, Atlanta Zoo to buy a pair of rare 
eventually remarried and had two Komodo dragons. 
other children. Young Newt retained 
some relationship with him and was 
with him when he died at aae 48 of 
lung cancer. 
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Proud of Being 

An Army Brat 

The Speaker-to-be is also con­
sumed with things m1htary, and he 
often closes his speeches with bursts 
of patriotism and a referenr:e lO his 
stepfather's military career. He 
practically boasts of growing up as 
an Army brat, a rootless existence 
that started near Harrisburg and 
included stints in France, Germany 
and Fort Benning, Ga. Today he 
counts two generals - Dwight D. 
Eisenhower and George Marshall -
among his top three heroes (Frank• 
lln D. Roosevelt is the third). 

He often points to a visit in 1958, 
when he was 15, with his adoptive 
father to Verdun, the bloodiest bat· 
tlefleld of World War I, and Its ware­
house collection of bones, as the sem­
inal moment In his political coming 
of age. 

"It Is the driving force which 
pushed me Into history and politics, 
and molded my life," he wrote In his 
1984 political manifesto, "Window of 
Opportunity." 

The next day, he supposedly told 
his family·he would run for Congress 
because politicians could prevent 
such madness. 

The sense that he might save clVI• 
llzatlon seems to drive him still. 
"People like me," he said last year, 
"are what stand between us and 
Auschwitz." 

Despite his interest In the mili­
tary, Mr. Gingrich opted out of the 
service himself, taking student and 
marriage deferments during the 
Vietilam War. Although he opposed 
the war, he was not vocal about It. 

Early Years 
As a Liberal 

But he was something of a liberal. 
As a graduate student in history at 
Tulane University, he led a protest 
against the school administration for 
trying to censor pictures of nudes 
from the student newspaper. He also 
helped to coordinate Nelson A. 
Rockefeller's 1968 PresldenUal cam•
palgn In Louisiana. 

As a young tustory teacher with a 
Ph.D at West Georgia College In 
Carrollton, Ga., he started a pro­
aram In environmental studlet and 
taught a course about the future. 

But after he lost two races for the 
House In 1974 ind 1978, he deter­
mined that he could get elected only_ 
by movtna further right. Many who 
knew him in that period attribute hls 
adoption of a conservaUve agenda 
and his exploitation of "family val­
ues''. to his political ambttJon, not to 
a belief, at least at that time, In core 
conservative valueL 

"When I first knew him In the 70's, 
when I was on the Atlanta Constitu• 
lion's liberal editorial board, and we 
were looking for a liberal to aet 
behind, we chose to endorse Newt 
Gingrich because we thought he was 
progressive and thought he was, to 
use the terrible L word, liberal," said 
Bill Shipp, who now writes a newslet­
ter on Georgia politics. 

"Why did he switch?" Mr. Shipp 
said. "Public opinion polls, what do 
you think? Liberal went out, conser• 

-
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underwent surgery in 1980. A day 
after the operation, Mr. Gingrich 
came to the hospital. Since they had 
already separated, he called her 
room to see if he could come up. 
Once there, according to friends who 
knew them both, he began talking 
about the terms of the divorce. She 
has said that she threw him out of 
the room. In a few months they were 
divorced, and in 1981 he married his 
current wife, Marianne. The Jackie 
Gingrich, who still teaches high 
school math, declined to be inter­
viewed for this article, a

A few weeks before Mr. Gingrich 
filed for divorce, he called his politi­
cal aide and friend Mr. Carter to talk 
about his marriage. Mr. Carter said 
he and other friends had been wor­
ried that the marriage was falling 
apart. Mr. Gingrich told him why he 
wanted a divorce. "He said: 'She’s 
not young enough or pretty enough to

he's right wing when that's helpful, 
he’s bipartisan when that’s helpful. 
Whatever it takes for power, that’s 
what he'll do."

But Mr. Weber said: "Everyone 
goes through a political metamor­
phosis. You can portray him as op­
portunistic or as flexible, depending 
on if you want to be complimentary. 
But it’s a combination, and that's 
true for all politicians.”

When Mr. Gingrich finally won an 
open Congressional seat in 1978, he 
ran a brutal campaign against his 
Democratic opponent, State Senator 
Virginia Shepard, who he said did 
not have "family values." If elected, 
Mrs. Shepard Intended to commute 
between Washington and Georgia 
and leave her children in the care of 
a nanny. Mr. Gingrich ran a televi­
sion commercial accusing her of 
breaking up her family while Mr. 
Gingrich would keep his family to­
gether.

Mr. Gingrich won, but it was his 
family that broke up.

vative came in."
Richard Dangle, who was dean of 

arts and sciences at West Georgia 
when Mr. Gingrich taught there, said 
that as a “middle-of-the-road Demo­
crat,” he supported Mr. Gingrich 
because he was "bright, young, rea­
sonable and rational.” Then, Mr. 
Gingrich moved to the right. "He 
said he had grown," Mr. Dangle said. 
“I think his motivation was ambition 
and the need for power.”

James T. Gay, who still teaches 
history at the college, said: “I’m not 
certain whether he has principles. 
He reads polls a lot and adjusts to 
them."

His former minister. Rev. Brant­
ley Harwell, said: “He saw that 
swinging to the right as Reagan did 
was the way to get to the goal he 
wanted, which was Speaker. He sees 
what will help him; whether he be­
lieves it or not, he uses it.”

Like his mother, Mr. Gingrich was 
raised Lutheran (his stepfather was 
Pennsylvania Dutch), but as he laid 
the groundwork for his political ca­
reer in Georgia, he became a South­
ern Baptist.

"People who know him know 
there’s a difference between what he

Political Points
And Private Life

Bitter History 
Of a Divorce

sides, she has cancer.’ It sounds
harsh and hokey, but anyone who
knows him knows it’s perfectly con­
sistent with the kinds of things he promise that she would not take him 

to court again.
Mr. Gingrich’s supporters say he 

continues to have a strong and close 
relationship with his daughters. Both 
declined to be interviewed for this 
article. His older daughter, Kathy, 
made news in 1992 when she came to 
Washington to participate in a news

His divorce from his first wife, 
Jackie, has become part of the Ging­
rich lore and has been routinely res­
urrected by political opponents.

His first wife, Jackie Battley, was 
his high school geometry teacher 
and seven years hi? senior. After 
high school, as a freshman at Emory 
University in Atlanta, he pursued 
her, despite what his mother de­
scribes as her husbands disapprov­
al because of the age difference. 
They married in June 1962 when he 
was 19, with his family boycotting 
the ceremony. Kathleen Gingrich 
said that since her husband would 
not attend, she and her daughters 
would not either.

Jackie Gingrich followed her hus­
band to Tulane and, back in Georgia, 
worked doggedly on his campaigns. 
After his election in 1978, they moved 
to Washington, but separated shortly 
thereafter. By the end of his first 
term, he had filed for divorce.

His wife, who had started treat­
ments for uterine cancai

Gingrich’s younger daughter, Jackie 
Gingrich Zyla, who is 28, to volunteer 
to make an advertisement defending 
her father.

"My dad has always stood behind 
and supported me and my sister in 
everything we have done,” she said. 
“We care about our father, and he 
cares about us.”

In an interview in 1992 with The 
New York Times, Mr. Gingrich, who 
has proved to be one of the most 
ferocious competitors in politics, 
said he was so disgusted with N r. 
Center’s attack on his family life 
that he considered quitting the race. 

"This filth is so sickening,” he 
said. "If survival in public life 
means this level of degradation, I 
don’t want to be part of it.”

Last year, Jackie Gingrich was 
back in court saying that her former 
husband had failed to keep up pay­
ments on a $100,000 life-insurance 

be the wife of a President. And be- policy. He subsequently increased 
his alimony payments to $1,300 a 
month, In accordance with his in­
crease in salary, in exchange for a 

says.”
Mr. Gingrich has adamantly de­

nied saying any such thing. His sup­
porters dismiss Mr. Carter as a dis-

projects and who he is,” said Kip _ gruntled former aide . who _was
Carter, the former friend, "though miffed at not being asked to accom-
it’s hard to know who he is anymore. pany Mr Gingrich when he moved to
He's a moderate when that’s helpful, Washington.

Mr Gingrich was supposed to pay conference staged by the National 
Republican Coalition for Choice. She 
said the Republicans would never 
attract young people unless it could 
"throw off the stranglehold that the 
anti-choice movement has on the ap­
paratus of the party.” Both she and 
her father, who opposes abortion, 
said their family was strong enough 
to have their differences and remain 
close.

The same is true with his siblings. 
His youngest half-sister, Candy, 28, 
is gay. He has made numerous pro­
nouncements about homosexuality, 
including comparing it to alcohol­
ism. But as he told The New York 
Times earlier this year, “Our posi- 
tion should be toleration. It should 
not be promotion, and it should not 
be condemnation."

Last year, he said he had “no 
strong position" against President 
Clinton's proposal to lift the ban on 
gays in the military. Nonetheless, 
when it became a polarizing public 
issue, Mr. Gingrich said he had 
talked with members of the Joint 
Chiefs of Staff and decided to sup­
port the ban, "Unlike the command­
er in chief, who has changed his 
position somewhat," Mr. Gingrich 
said of Mr. Clinton, “I am sticking 
with my military advisers.”

Those close to him say that if Mr. 
Gingrich’s public pronouncements 
about family values are not mir­
rored precisely in his private life, it 
does not matter.

"He believes in family values," 
said his half-sister, Roberta. "And 
that’s a goal. I don’t think it takes 
away from him that he’s not there.

“I'm surprised some of the press 
is demanding of him that he be his 
vision," she added. "I don’t think 
anyone is. I think it's to his credit 
that he aspires to be better than he 
is.”

Mr. Weber, one of his closest 
friends, said Mr. Gingrich did not try 
to square family values with his own 
life. "I haven’t heard him try to 
make any rationalization,” Mr. Web­
er said. "I think he has a deep intel­
lectual commitment to the notion 
that values matter and that the coun­
try faces almost a crisis because of

jn 1Q70

$150 a month for each of his daugh­
ters and $400 in alimony to his ex- 
wife, the same amount he had allot­
ted himself for "food/dry cleaning, 
etc." But a few months later, Jackie 
Gingrich filed court papers saying 
he had not provided reasonable sup­
port for her living expenses and that 
some of her accounts were “two or 
three months past due." Some of her 
friends took up an informal collec­
tion on her behalf. The court raised 
the child support to $200 a month a 
daughter and $1,000 in alimony.

In an 1984 article in Mother Jones, 
which detailed Mr. Gingrich’s pri­
vate life, he was asked whether his 
private life had been consistent with 
what he said in public.

"No," Mr. Gingrich was quoted as 
telling the magazine. "In fact 1 think 
they were sufficiently inconsistent 
that at one point in 1979 and 1980, I 
began to quit saying them in public. 
One of the reasons I ended up getting 
a divorce was that if I was disinte­
grating enough as a person that I

a
x
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could not say those things, then I 
needed to get my life straight, not 
quit saying them.

"And I think that literally was the 
crisis I came to. 1 guess I look back 
on it a little bit like somebody who’s 
in Alcoholics Anonymous. It was a 
very, very bad period of my life, and 
it had been getting steadily worse. "I 
ultimately wound up at a point 
where probably suicide or going in­
sane or divorce were the last three 
options.”

In 1992, his Democratic opponent, 
Tony Center, ran a television adver­
tisement against Mr. Gingrich that 
said — erroneously — that Mr. Ging­
rich "delivered divorce papers to his 
wife the day after her cancer opera­
tion.” It went on to say that Mr. 
Gingrich had "left his wife and child 
penniless" while using a Lincoln 
Continental limousine and driver as 
one of the perks of his position as 
minority whip. .
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7 Don’t Want to See Police in the Men’s Room, ’ He Says

J
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group pointed to Gingrich’s “Con-

wards lots of behaviors."

The Washinctow Post Thuksday, November 24,1994
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erosexual couples.
“Over time, we want to have an

;> .<3

mosexuality “should be toleration." 

should not be condemnation. I don’t 
want to see police in the men's 
room, which we had when I was a

-■W
J

Gingrich Favors ‘Toleration’ 

Of Gays by Republican Party

Associated Press

Homosexuality is an orientation
"like alcoholism is an orientation,"
House speaker-to-be Newt Gingrich
says in an interview to be published
in a gay newspaper. The Republican
Party’s position, he says, should be
“toleration."

“I think that on most things most
days, the vast majority of practicing
homosexuals are good citizens,” the
Georgia Republican said in an inter­
view to be published in Friday’s edi­
tion of the Washington Blade. “So
why would you then say that, of all
the different groups you can pick on,
this is the one group you’re going to
single out?”

Gingrich was interviewed April
16, seven months before the GOP
won control of Congress and he
moved into line to be the next House
speaker. '

He spoke to Chandler Burr, a
freelance writer who was working
on a profile of Rep. Steve Gunderson
(R-Wis.) for the New York Times
Magazine. Gunderson has been in a
long-term relationship with another
man but declines to answer the
question of whether he is gay.

Gingrich, who is a friend of both
Gunderson and his partner, said the
Republican Party’s position on ho­
mosexuality “should be toleration." ininK» -y-. —____

“It should not be promotion and it £ood c)tiiet1,t- Gingrich, shown speaking to GOP governors, toW Interviewer.

relations without in any way the po- toward the GOP in 1994, said Rich 
____  litical system being involved.” But he Tafel, executive director of the Log 
child, and I don’t want to see trying t0 suggest that Cabin Republicans. “This demon-
to educate kindergartners in under- fanuljes anything other than het- strates that gay voters will vote Re­
standing gay couples." erosexual couples. publican when the party focuses on

Gingrich’s comments to the uf>wr we want tQ COre issues of economics and

sexuals. In fact, one of his younger
sisters is gay.

Candace Gingrich, 28, said her
sexual orientation is not a secret, 
but she has not previously discussed
it publicly. She told the Associated
Press that her brother’s response
was that "I have every right to live 
my life the way I want to.”

Gingrich told the Blade that the
Republican Party and society are toncally repelled gay voters, 
moving toward the positibn that “A—-
“consenting adults can have private gay vote showed the greatest shift

lishing the centrality of marriage and is “an orientation in the way that ak 
of the role of a male and female in coholism is an orientation."
that relationship is a very central is- Asked whether he thought it was 
sue of the next 20 years." a pathology, he said no, but then

Yesterday, a gay Republican compared it to nearsightedness, 
group pointed to Gingrich’s “Con- “If you’re asking me do I believe 
tract With America" as evidence that there are very many people who are
the GOP is moving away from the compelled to that lifestyle, I think-
far-right social agenda that has his- the answer is basically no," he said.

. “I think there’s a bias in that direc-
“Among*^ minority ^oups, the tion ... just like therms a bias to-

......... iSlOCUTtOPXtM

“On most things most days, the vast
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MEMORANDUM FOR THE Pi IDENT

FROM:

THROUGH:

SUBJECT:

political and

We have a one-hour meeting scheduled for next Tuesday to discuss this with you.

Attachment

cc: George Stephanopoulos

It is clear that, to break through public cynicism and allow you to retake the mantle of 
reformer, this program must be both responsible and dramatic. Finding the right mix is the 
most significant task we now face.

THE WHITE HOUSE

WASH INGTON

BRUCE REED
MICHAEL WALDMAN 
BILL GALSTON
PAUL WEINSTEIN 
ELAINE KAMARCK

JACK QUINN 
CAROL RASCO 
ROBERT RUBIN

Our goal is to have a bold, coherent and plausible reform agenda, as an integral 
component of your overall strategy. This agenda could be included as part of a major address 
in December, if you decide to give one, or in your State of the Union address. As you can 
see, some of the proposals are conceptually "ready to go," and primarily need a political 
decision whether to go forward. Others require further work, as part of the budget process or 
in other appropriate fora.

--------- &_

X NJ

Political and Governmental Reform
TUjo’
fe-o ‘Tfn li Hrf

Attached for your review is a memorandum outlining options 
governmental reform program.
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POLITICAL, CONGRESSIONAL, AND GOVERNMENT REFORM

Our reform agenda should do battle on two fronts:

I. Giving Government Back to the People

1

We need to address the role of government and, to use your words, to "repair the 
damaged bond between the people and their government." Then, toward achieving those 
objectives, you could propose specific measures from sections I and II from this memo.

The collapse of public trust in the institutions of government is the fundamental 
political fact of our time. After two decades of growing disillusionment, this break between 
the people in office and the people who put them there dominates every aspect of American 
politics, from the noisy bombast of talk shows to the silence of empty voting booths.

Voters believed that Bill Clinton understood this situation, and would act to rectify it. 
But for all of our efforts over the past two years, the public is still disillusioned, more 
embittered than it was in November 1992.

1. Free TV Time for Candidates. A campaign reform bill with public funding will 
not pass the new Congress. Instead, we should press for the changes the President called for 
in his campaign — free TV time for candidates who abide by spending limits, a $1,000 limit 
on PAC donations or outright PAC ban, a ban on campaign contributions from lobbyists to 
the lawmakers they contact, and our soft money reforms from last year. Free TV time has 
strong public support. Over the years, it has also been endorsed by Bob Dole and Ross Perot. 
The idea would prompt a major battle with the broadcasting industry and its champions in 
Congress. And a campaign reform push would put the congressional GOP on the spot.

Launching a renewed government reform program, through: reducing special 
interest subsidies; the elimination of one or more departments; faster 
downsizing of the federal workforce; and initiatives on civil service reform, 
privatization, devolution, state flexibility, and regulatory reform.

Shifting power back to the American people and cleaning up Washington, 
through: campaign reform that requires to provide free time to.
candidates; a "citizen frank" that lets citizens contact Congress for free; a 
sweeping effort to produce a leaner, cleaner Congress (lobby reform, a gift ban, 
applying private sector laws to Congress, a 25% staff cut, reducing 
unnecessary reports, and a pay freeze until the budget is balanced); and perhaps 
insisting that any term limits not grandfather current members; and
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3. A Leaner, Cleaner Congress. We should propose a comprehensive congressional 
reform package that presses for major changes in the way Congress does business:

b. Apply Laws to Congress. Legislation applying a host of laws to Congress 
passed the House but not the Senate this past Congress. We should press Congress to 
pass it immediately.

2. Eliminate the Congressional Frank, and Give It to the American People. The 
frank is one of the most entrenched and abused symbols of incumbency. We could propose 
to drastically limit it for Congress and give it to the American people instead. Any individual 
who wants to send a letter to their Congressman or Senator would be able to do so for free. 
Members of Congress could use the frank to answer letters, but not for unsolicited mailings. 
^Postcards, letters from organizations, and letters from another district or state would not be 
eligible. The citizens' frank could also be applied to letters to the White House.

e. Reduce Congressionally Mandated Reports. Since 1970, the number of 
reports mandated by Congress has grown from 700 to 5,300. Many of these reports 
consume the agencies' time and the taxpayers' dollars for the members' gain; most just 
gather dust. We could introduce legislation to reduce or eliminate such reports. In 
Arkansas, the President ordered a complete review of every report produced by the 
Department of Education, and got rid of those no one read.

c. Insist on Line-Item Veto. The Republican Contract includes a strong 
version of the line-item veto. We should support it, and insist that it become 
effectively immediately, not in some future Presidency. (Their version does not 
specify an effective date.)

d. Endorse Congressional Staff Cuts. In the campaign, the President 
promised not only to cut the White House staff by 25%, but to challenge Congress to 
do the same. We could praise Republicans for doing this, but we need to consider the 
-ffect of doing this on our Democrats.

a. Lobby Reform and Gift Ban. We should demand that Congress pass a 
gift ban and a back-to-basics lobby reform bill as soon as they return. The 
Republicans raised several bogus objections to the lobby reform bill in the waning 
days; we should call their bluff, accept those changes if necessary, and pass the bill on 
a bipartisan basis.

f. Freeze Congressional and Presidential Pay Until the Budget Is
Balanced. The NEC is preparing another memo on our strategy for the Balanced 
Budget Amendment. One position we can take in any event is to insist that if we're 
going to make significant spending cuts to reduce the deficit, public officials should 
lead by example. The American people don't get a guaranteed cost-of-living increase. 
Why should their leaders? A performance-based freeze on Congressional and
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b. Let the States Decide. We could support a constitutional amendment to 
allow states to vote to apply term limits to their own federal representatives. This 
would be consistent with our legal position that state-mandated term limits are 

unconstitutional.

Presidential pay is a responsible, common-sense alternative to plans to "cut their pay 
and send them home."

1. Cutting Special Interest Tax Expenditures or Subsidies.
This cut-and- invest strategy, proposed by Rob Shapiro, would give us the high ground of 
insisting that a middle-class tax cut be fully paid for, and enable us to do so with cuts that 
would otherwise be off the table for deficit reduction or new investment. Alternatively, this 
money could be dedicated toward an education trust fund, deficit reduction, or some other 

worthy purpose.

Unlike the Republicans, our goal is not cutting government for its own sake, but using 
government for things it can do well and getting it out of the business of things it does badly. 
As the President has said, we want to cut spending on yesterday's programs and deliver a 
government that can deal with~tomorrow's problems. We should eliminate governmental 
functions that have outlived the purpose for which they were created. When a state or local 
government can do a better job, we should give them more authority and control, not new 
mandates. And when a government function could be done as well or better by the private 
sector, we should find a way to make it possible.

Such decisions are difficult and far-reaching, and should generally be made in the 
budget process, where the tradeoffs are fully clear. But it is essential that as we go through 
that process, we look for bold, compelling ways to dramatize what we're doing. In the first 
two years, we have made great strides in reinventing government, reducing the deficit, and 
downsizing the federal workforce. But public cynicism about government is so high that it 
may well take more visible, dramatic steps to break through. The following ideas are meant 

to illustrate such an approach.

4. Term Limits. Republicans pledge to bring to a vote a constitutional amendment 
limiting congressional terms to 12 years, but they would grandfather-in existing Members of 
Congress. Beyond principled opposition, we can respond in two ways:

a. Call Their Bluff. We could demand that the 12-year limit on service 
apply immediately (or by a date certain, such as 1996), and thereby affect sitting 

members of Congress; and/or



$10.2 billion

$38.20 billion

4

4. Privatization. A New Democratic approach to privatization would be based on a 
set of principles which focused on privatization not as a means to run the government but as 
a means to get the government out of

$17.5 billion 
$ 6.9 billion 
$ 3.6 billion

* Reduce deductibility of advertising expenses
* Cut Energy Supply, R&D grants
* Reduce government subsidies to private utilities

(REA, BPA, nuclear)
* Make industries pay for services government provides

(market rates for water sales, inland waterways, 
nuclear waste disposal, CFTC, FDIC, poultry) 

TOTAL

3. Faster Downsizing. NPR and 0MB are preparing legislation to repeal rT'E floors 
in existing appropriations bills, and ban the use of FTE floors in future bills. This could be 
coupled with a Residential vow to veto future appropriations bills that limit our ability to 
downsize. We should also consider directing agencies to accelerate the mandated downsizing 
of the workforce to accomplish its objectives by 1996 instead of 1999. The current track will 
bring the workforce under 2 million by late 1996. To illustrate that downsizing the 
bureaucracy is one of this Administration's signature achievements, we should start a 
Bureaucracy Clock (in a prominent place like Times Square) that would track our progress. It 
may also be possible to accelerate downsizing by allowing early retirement without buyouts; 
we are looking at the cost of legislation once proposed by Roth that would give 500,000 
federal employees the ability to retire early.

Like all other means of creating resources within the budget, Rob’s strategy involves 
difficult decisions that are likely to be hotly contested. An example of a few ideas, or partial 
ideas that could be considered are:

2. Eliminating One or More Departments. We could seize back the initiative in 
the debate over downsizing government by proposing to abolish one or more departments. 
The drama of eliminating a whole department far exceeds the impact of cutting numerous 
smaller programs. This is no easy task, and only makes sense if it could produce real 
budgetary and FTE savings. Birt-we-helieve it is worth a careful look. - ---------- --------

a) obsolete businesses such as: United States Enrichment Corporation, Sallie Mae, 
the Helium reserve, Alaska Power, some Department of Energy labs, etc;

b) programs that are viable private sector activities, such as: the Air Traffic Contr 
System (an NPR recommendation that DOT is anxious to pursue), Amtrak,(the Export-Import 
Rank, and the Overseas Private Investment Corporation^ (In the same vein: a number of 
DOD non-core missions could be privatized, but current law prevents this step.)
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7. Regulatory Overhaul. There is considerable concern in the public and in the 
business community that the current regulatory process is too intrusive and too costly. As 
chair of the Regulatory Advisory Group, the Vice President is setting up a process whereby 
each member would convene a seminar to explore innovative approaches to regulatory reform. 
This process would then yield a set of less bureaucratic proposals to reform our regulatory 

apparatus.

6. Civil Service Reform. NPR is preparing a sweeping civil service reform bill that 
will reduce the number of job classifications and give federal managers thfi..right..to hire and 
fire federal workers. Negotiations with unions and management are under way; the bill will 
be ready to introduce in January.

/ 5. Devolution. NPR and OMB are looking at a number of federal categorical
programs that could be devolved down to the state and local level, such as: public housing 
programs, trade and export promotion, economic development, and perhaps job training. We 
are also preparing initiatives on unfunded mandates, waivers, and state flexibility. A package 
of initiatives could be announced at the NGA meeting in late January.
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Congressional view of our political predicament As was stated at the DGA meeting

TO: Leon Panetta

FR: Marcia Hale|uU

RE: Meetings with Governors

DT: November 21, 1994

I. Process

The Governors find many of the agencies disconnected from the White House 
- both politically and substantively. Many of them have complaints about particular 
Departments and Secretaries. I will not elaborate here, but will tell you the complaints 

center on ERA, Interior, and HHS.

In response to this, I have already begun contacting the Governors for more 
specific information and to offer my assistance in addressing their concerns. I have

I think it is very important that the concerns expressed by the Democratic 
Governors this weekend are addressed in a timely fashion.

The Governors have both policy and process suggestions and much of their 
advice is well worth heeding. We have an opportunity to work with them, as well as 
the Republican Governors, on many of the issues that the Congress will debate in the 
upcoming months. The Democratic Governors are looking for direction from the White 
House. Several of them expressed their frustration at watching the four Republican 
Governors (Wilson, Weld, Whitman,and Thompson) outline an agenda that they 
believe rightly belongs to the President on Sunday's "Meet the Press".

The President agrees with the Governors on some of the issues under debate 
and we will miss an important political opportunity should we fail to swiftly capitalize 
on these agreements. In the same light, we should also determine our areas of 
disagreement and propose alternatives -- or make a conscious decision to remain 

silent.

I am not certain from my conversations around here that others are aware of 
how strongly the Democratic and Republican Governors feel about the need for a shift 
of power to the states. As is often the case, we have a particularly Washington and 
Congressional view of our political predicament. As was stated at the DGA meeting 
on Saturday, we can either lead this parade in a responsible fashion, or we can get 

trampled in the process.

My thoughts on how to work with the Governors are outlined below.
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Waivers

2) Policy

»

Prior to the Greenbriar meeting we offered to meet with a bi-partisan delegation 
of Governors on Health Care and Welfare Reform on December 8, at the White 
House. This meeting could be extremely important to us in fashioning Welfare Reform 
legislation that can serve as a vehicle for a bi-partisan bill more acceptable to us than 
what is presently being discussed by Republicans on the Hill. While the Republican 
Governors have differences with us, there is considerable common ground and we 

should explore our areas of agreement.

I will convene the meeting and Carol Rasco and Bob Rubin are scheduled to 
discuss the issues. The Governors are not expecting to meet with the President, 
although a drop-by would be very helpful. I think it is important for you to attend this 

meeting.

In addition, Governor Dean has requested that we discuss the Balanced Budget 
Amendment and the inclusion of unfunded mandate language in that amendment. I 
agree with Governor Dean that we should expand the meeting to include this topic.

outlined the three areas in which their problems will fall: 1) regulatory areas, where 
we cannot interfere, 2) agency initiatives, where the Department is responding to what 
they believe is White House direction and, 3) Agency initiatives of which the White 
House is unaware and that we will need to determine whether or not we can 

intervene.

After receiving these lists, assuming that we think a couple of Agency meetings 
are warranted, I would like to coordinate the appropriate White House meetings to 
determine whether or not we can be more responsive to the Governors.

Almost every Governor has a welfare or health care waiver pending before the 
Administration. We have issued far more waivers than previous Administrations — 
and received little credit for them, in many cases due to the protracted process. In the 
near future, we should review the waivers before us and decide our strategy for 
granting them. Both Governor Bayh and Weld have Welfare Reform waivers pending 
(for many months). If there is a substantive reason we cannot grant them the waiver, 
we should let them know. They both feel that it is only government bureaucracy that is 
keeping them from having their waiver granted.

As you know, we have put together information books on many of the states. 
Included in each of these are the top issues (waivers) and requests from the elected 
officials. It would be very helpful if we share this information where appropriate and 
work to resolve some of these issues. I
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cc: Harold Ickes
Erskine Bowles

This will be our only chance to meet directly with Republican Governors before the 
Congress convenes to vote on the Amendment. Again, I believe we have much in 
common with the Governors on this subject, however, the tone we set at this meeting 
is almost as important as the substance.

I think that it would be helpful if the President were to call one or two of the 
Republican Governors (Thompson, Weld, Leavitt) before they come to Washington. 
They are meeting with Dole and Gingrich today, and I think sending them a signal 
would help us communicate the message that we are willing to work with the 
Republicans where we have common interests. If you agree that a phone call from 
the President is a positive step, I will do any advance work necessary to make sure he 
is calling a Governor receptive to working with us on these issues.

The Democratic Governors have asked for a separate meeting after the one 
described above. They are not requesting that the President be present, although I 
am sure they would appreciate talking with him. Harold has told me that he has 
suggested that the President have a small (perhaps dinner) meeting with 5-6 
Democratic Governors so that they have the opportunity to talk with him. I also 
endorse this idea, but recognize that his time is limited. Many of the Governors will be 
in Washington December 5-7 and whatever we do with the Democratic Governors 
should be done in that time frame, if at all possible.

I think we have an opportunity to work with both the Democratic and 
Republican Governors on many of the issues about which the President cares. 
Forming a coalition with them could help us considerably on the Hill and improve our 
chances of receiving legislation which the President supports and can sign. I feel 
strongly that we will lose this opportunity if we do not meet with the Governors before 

the Congress convenes in January.

Please let me know what you think about these ideas.

P.S. Governor Nelson has a call into you. I have spoken with him and know 
that he is calling for two reasons. He wants to talk with you, Rubin, and Rasco about 
health care, and he wants to talk with you about a proposal that he and Governor 
Leavitt have been working on for a Federalism summitt. Before you return the call, I 
should give you some background on Governor Nelson and these issues.
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