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THE WHITE HOUSE

WASHINGTON
January 18, 1995

MEMORANDUM FOR ETR WORKING GROUP MEMBERS

FROM: Bill Galston W A?
Paul DimondeO

SUBJECT: Update on ETR sections of the President’s Middle Class Bill of
Rights

As you know, last month the President launched his Middle Class Bill of Rights a key point
of which is designed to reinvent the system of lifelong learning of new skills for better
jobs. This initiative revolves around a series of education and training proposals that
originated with the ETR Working Group. The vision that our group set out in its work
over the last 11 months has entered a new stage of development, and I think we should all
take pride in what we have done so far.

It is likely that we will be called upon over the next year to help support this important
initiative. In this connection, we thought it would be helpful to you to have some
additional background information on this initiative. We have attached three documents for
your review. The first is a copy of the President’s speech on the Middle Class Bill of
Rights that he gave last Tuesday in Galesburg, Illinois. The second is a four-page summary
of the major provisions in the Middle Class Bill of Rights. The third is a compilation of
questions and answers that go into more detail on the components of the President’s plan.

Let us also bring you up to speed on the Technology Learning Challenge (TLC) that came
out of the ETR seminar on DoD learning technologies hosted by Deputy Secretary Deutch
last July. The Challenge Grant portion of the TLC, which will play a major supporting role
in the Middle Class Bill of Rights initiative, was incorporated into last fall’s reauthorization
of the Elementary and Secondary Education Act. Congress appropriated $27 million in FY
1995 to the Department of Education to set up an_Interagency Technology Office (ITO) and
run the Challenge Grant Program. The Challenge Grant Program will be formally
announced sometime in February. The ITO will also be the lead point for the Committee
on Education and Training’s efforts to coordinate Federal research and development
spending on educational technology. Finally, the TLC has put into motion a process by
which a number of the major Federal education and training programs will begin to
promote the use of educational technologies in their program areas.

As you can see, the TLC process that the ETR set in motion last July is now in full swing.
Thank you all for your hard work in all of these areas. Wec look forward to continuing to
work with you in the year ahead. DPlease do not hesitate to call if you have any questions.



President William J. Clinton
Remarks at Carl Sandburg Community College
Galesburg, Illinois
January 10, 1994

[Acknowledgments: Dr. Don Crist, Carl Sandburg Community College President
(introducing you); Galesburg Mayor Fred Kimble; Congressmen Lane Evans and Glenn
Poshard; Secretaries Reich and Riley.]

I am very happy, and proud, to be here today. I am happy you had the opportunity
to benefit from the programs at Carl Sandburg Community College. I am proud you have
taken the responsibility to make the most of those opportunities: working hard in your
studies, and in your jobs.

I’'m especially glad to be in a place so steeped in the history of our country. The
Underground Railroad came through Galesburg. Over 135 years ago, Abraham Lincoln and
Stephen Douglas met here for one of their famous debates. After those debates, Douglas
defeated Lincoln in their race for the Senate. I'm reminded today, as I have been several
times over the last few months, that Lincoln said his defeat hurt too much to laugh and he
was too old to cry, but it was a slip and not a fall.

I’ve been told that Lincoln spoke for an hour and a half here at Galesburg — without
any notes. It’s a great day today, but I’ll try to restrain myself.

Those debates were about the proper role of our government. About whether
government has any role in helping people deal with the fundamental problems of the day --
or if people should be left to deal with them entirely on their own. In 1858, the issue was
slavery. Lincoln believed that the national government had to play a role -- because the issue
was about our essential makeup and direction as a nation. But Lincoln, the father of the
Republican Party -- like Thomas Jefferson, the father of today’s other great political party --
believed that the most important force in America was not government, but what private
citizens could do in their private lives.

They both believed that government’s role was to establish the laws that set the
boundaries for individual action. And they believed the Constitution left us enough
flexibility so government could meet the challenges of changing times in ways that wouldn’t
-- or couldn’t —- be done otherwise.

That’s why Galesburg, during thig time of great change and uncertainty, is such a
fitting place to carry on the great debate of gur times. We are in a great crossing from the
industrial age to the information age -- a crossing as perilous and full of opportunity as any
faced by those who have gone before. Our challenge is to keep the American Dream alive
for all Americans as we move into the next century. To help every American who is willing
to work hard and play by the rules build a strong future.

We face enormous hurdles. Millions and millions of Americans are working harder



for less. From 1950 to 1978, the income of all Americans rose together. But from 1979 to
1993, the income of the top 20% grew significantly, while the income of the other 80% of
'America barely grew at all or dropped. Half of all Americans are living on less money than
they did fifteen years ago. Here's the problem: Rapid technology growth and expanding
global competition have kept the income of Americans without a college education stagnant
for about twenty years. A male college graduate today earns 83% more than a man with
only a high-school degree.

I ran for President to solve these problems — [ don’t want my daughter’s generation
to be the first in our history to do worse than its parents. Everything I have done and
everything I propose to do is built around three principles to make what has always worked,
work again.

First, we are building a néw economic strategy to enable the American people to
compete and win in the 213t century. Our strategy requires government to act as a partner
with the private sector, opening up opportunity. And that’s what we’ve done: cutting the
deficit by historic amounts and creating more trade opportunities than at any time in a
generation. We’re removing obstacles around the world - passing NAFTA and GATT and
opening big emerging markets in Asia and Latin America. We're removing obstacles here at
home: cutting regulations on things like banking and trucking. And the result is five and a
half million new jobs since I took office -- almost all of them in the private sector, and many
that are high-wage.

Second, we are building what I called a New Covenant during the Presidential
election. It was then, and it remains, my contract with America. It's about more than
cutting taxes. It’s about emphasizing rights and responsibilities. Real security comes when
government creates opportunity for all Americans, and individuals and communities take the
responsibility to make the most of it. That’s what our Crime Bill is all about. That’s what
~ my proposal to end welfare as we know it is all about.

And that’s why our Administration, with bipartisan support, has pursued the most far-
reaching education agenda in a generation. We have dramatically expanded Head Start. We
have set challenging standards for our nation’s schools. We have forged new partnerships to
help students who don’t go to college learn the skills they need to get high-wage jobs. We
have made college loans more affordable. And our National Service program, Americorps,
is the embodiment of this idea. We will help Americans go to college who take the

responsibility to help their country.

Third, we are building a gew kind of government - smaller, more efficient, and
better targeted to meet the demands of new times. We must take government out of the grip
of the special interests and put the American people back in control. That’s what our
Reinventing Government program is all about -- cutting the bureaucracy to its smallest size in
thirty years. But at the same time we’re making it work better for you. When floods racked
Illinois, the Federal Emergency Management Administration, long a source of problems and
ridicule, was on the scene and made a big difference.




But everything we’ve done is not enough. That’s why I proposed the Middle Class
Bill of Rights: to help bridge the gap between working Americans who have the skills they
need to compete and those who don’t. Fifty years ago, the G.I. Bill of Rights helped to
transform a war-time economy into the most productive peacetime economy in history. The
Middle Class Bill of Rights is four new ideas to help middle class Americans move into the
next century with the same fair shot at the American Dream enjoyed by their parents and

grandparents,

First, for families with incomes up to $120,000, you'll have a tax deduction for up to
$10,000 of tuition for all education after high school: college, community college, graduate
school, professional school, vocational education or worker training. Second, if your family
makes $75,000 a year or less, you'll receive a tax cut phased up to $500 for every child
under 13. Third, if your family makes less than $100,000 a year, you’ll be able to put
$2,000 a year, tax-free, into an individual retirement account. But you’ll also be able to
withdraw that money, tax-free, for education, health care, a first home, or the care of an
~ elderly parent. Finally, the Middle Class Bill of Rights will take the Billions of dollars
government spends on job training and make that money directly available to working
Americans -- to spend as they choose when they’re training for a new or better job.

The Middle Class Bill of Rights is based on the same three principles I talked about
earlier. It will help people meet the challenges of the new economy — because in this
economy, what you earn depends upon what you learn. It reinforces the New Covenant by
empowering people to help themselves -- providing opportunity but demanding responsibility.
It’s about creating a new government: consolidating, streamlining, and eliminating. And the
great thing about the Middle Class Bill of Rights is that it’s open to everyone who needs it,
no matter their region, race, or position on divisive issues -- as long as they’re willing to
work hard to get ahead.

The education, training, and reemployment initiative in the Middle Class Bill of
Rights consolidates the confusing tangle of federal training programs. It empowers workers
by putting resources and information directly in their hands. And it shifts control away from
Washington to communities, where local priorities are best understood.

The current federal training system is a dizzying maze of programs that too often
duplicate services and waste taxpayer money. We don’t need new training programs — this
country has a wealth of high quality technical schools, community colleges, private
programs, and universities where people can learn the skills they need. Our job is to make
sure that you can take advantage of them.

I am proposing to eliminate over 50 government programs. I want to use that money
to create individual Skill Grants for laid-off or low-income workers so you can spend the
money where you choose. I want to establish One-Stop Centers around the country so you
have the information about jobs and the skills they require to make good choices for
yourself. At the same place, you should be able to learn about available training programs
and find information to help you judge their quality.



Under our proposal, if you went to the local One-Stop Center, you could find out
about jobs opening up at Maytag because of the new $164 Million retooling project. Then
you could figure out the best place to get the skills you need to qualify for them. I suspect
you might settle on a superb institution called Carl Sandburg Community College with an
extraordinary job placement rate of over 94% -- at an average wage of almost $12 an hour.

The Middle Class Bill of Rights will create opportunity for all Americans. That is
my simple test for every policy that comes before me: Does it advance the interests of
average American families? Does it promote their values and build their future? If it passes
that test, I'll support it. If it doesn’t, I won’t.

Beginning here in Galesburg, Lincoln and Douglas took on a new tone in their
debates, addressing matters of principle. I hope that back in Washington, Republicans and
Democrats can take on a new tone as well — exchanging partisan bickering for bipartisan
progress, working together to restore the American Dream. We've seen how people in
Washington can obstruct progress for partisan gain. Now we must prove that we can work
together to keep our country moving forward -- for America’s gain.

That is my dream. I am struck by one line Carl Sandburg wrote over seventy years
ago, in a poem inspired by the Washington Monument: "Nothing happens unless first a
dream.”

The enduring message of the Washington Monument inspires me every day: If we
work together, if we combine vision and leadership with the courage to make hard choices
and the determination to see them through, we can make our dreams come true.

God bless you all.
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THE MIDDLE CLASS BILL OF RIGHTS

"For too long, too many Americans have worked longer for
stagnant wages and less security...[E]ven though the
economic statistics are moving up, most of our living
standards are not ... More jobs aren't enough. We have to
raise incomes."”

President CIihton, Address to the Nation, December 15, 1994

The Challenge. Working Americens are riding a roller-coaster of
economic change. New technologies, global competition, and an
increasingly integrated world economy have been reshaping the
industrial landscape. While some workers are prospering in the
new economy, the living standards of average American families
have been stagnating for a generation. Compared to twenty years
ago, many Americans are working longer houre for lower pay. For
much of our middle class, the American Dream is under siege.
Restoring that dream--the hope of a better future for our
~families and our children--is our most urgent challenge.

The Beginnings of Change. In 1993, President Clinton proposed a
new economic direction for America. Two years later, the United
States has created 5.6 million new jobs, 92% in the private
sector, with more good jobs than in the previous five years
combined, and with the first 12-month increase in manufacturing
Jjobs since 1978. Our country has reduced the national
unemployment rate from 7% to 5.4% with the lowest rate of
inflation in twenty-five years, so that the "Misery Index"--the
combinad measure ©of unemployment and inflation--is at its lowest
level since 1972. It has reversed the flow of federal red ink by
reducing the annual budget deficit for three years in a row. It
has signed new trade agreements to reduce the tariffs paid by
American consumers at home and American producers abroad, and to
tear down barriers to American-made goods and services all around
the world. And it is leading the world in the productivity and
competitiveness of 1ts firms and workers.

The Opportunity. The strong evidence that links education and
training with higher earnings and better jobs points the way to
build a better future for all Americans. As the President noted
in his Address, "Education...has a bigger impact on earnings and
job security than ever before....Every American needs the skills
necessary to prosper in the new economy." A strong bipartisan
congensus in the last Congress has already spurred significant
steps toward building the skills and future earning power of the
children and students of working Americans, including major new
investments in education. The next step is the Middle Class Bill
of Rights, which will empower America's workers to acquire new
skills, obtain better jobs, and to earn higher wages and living
standards for themselves and their families.



SENT BY:Xerox Telccopicr 7020 5 1-10-85 5 10:17 The White Housc= 67028:8 3

As the President observed in his Address, "Fifty years ago, an
American president proposed the G.I, Bill of Rights, to help
raturning veterans from World War II go to college, buy a home
and raise their children. That built this country.” The G.I.
Bill led to a generation of prosperity by putting learning
resources directly in the hands of ordinary Americans. The
returning veterans turned their new skills into the higher
productivity, rising wages, and socaring living standards that
openad the door into the middle class for tons of millions of
Americans.

The President's Middle Class Bill of Rights will provide today's
aspiring workers and job seekersa tha sama kind of opportunity.
Like the G.I. Bill, it puts resources directly in the hands of
our people so that each individual will have a fair chance to
learn the skills needed to build a battar futura.

1. Education and training tax deductions will help working

. Americans pay for building new skills that lead most
directly to better jobs arid wages. Deductions of up to
$10,000 per year for families making up to $120,000 per year
will be phased in for tuition and costs for college,

community college, graduate schools, technical schools, and
worker retraining.

2. Tex credits for families with children of 8500 per child
under 13 will be phased in. This will expand the budgets of
middle class families to invest as thay saa fit.

3. Expanded IRAs will ensble working femiliee making up to
$100,000 per yvear to save S$2,000 per year from current
earnings, tax-free, and to invest these funds--without
penalty--when they want to build now skills or buy a first
home, as well as providing for retirement or paying medical
expenses,

4. A comprehensive reform of the amployment and training system
" will help unemployed workers and low-income adults and youth

--many of whom will not be able to benefit from the tax
incentives--find naw and battar jobs, lsarn necessary
skills, and obtain 8kill Grants with which to make their own
decisions about post-secondary training and education.
Student loans through Individual Education Accounts will
further ensure that all Americens have the opportunity to
finance learning new skills where and when thoy choose and

t0 repay these direct loans at the paca thair futurs income
allows.



SENT BY:Xerox Teleccopicr 7020 : 1-10-85 $ 10:18 ¢ The Whitce Housc= 6702858 4

THE MIDDLE CLASS BILL OF RIGHT: SKILL GRANTS

As & key component of the Middle Class Bill of Rights., the
Prosident proposees to totally restructure the existing system of
empioyment and training. Seven key principles guide this change:

1. 1Individual Empowerment. Individuals should be empowered
with resources so they can choose for themselves what skills they
need to boost their earning power. The President's proposal puts
buying power directly into individuals' hands, so they can get

skills at the time, at the place, and in the way that makes sensge
for them:

o Unemployed and low-income workers can get Skill Grants
worth up to 82,640 per year, for up to two years, that they
can use as they choose for learning new skills.

O Both tuition tax breaks and Skill Grants will be
supplenented by Individual Edycation Acgounts. These low-
cost loans will be available to any person, with flexible
repayment options including "pay as you can," to enable
avery American to invest in their skills end repay at the
pace their future income allows.

<. Leaner Government. The President's ptopoéal aeliminates
over 50 geparate programg, replacing them with an integrated
gsystem that minimizes red tape and maximizas individual choice.

3. State Flexibility. Washington doesn't have all the
answers. States should have the flexibility to reflect local
conditions end respect local priorities. The President's
proposal gives states the freadom to tailor training programs and
delivery systems as they see £fit, including expanding on-tha-job
training in cooperation with firms and workers. Most federal
rules dictating administrative procedures will be wiped out.
States will be able tO apply for waivers from the faw rules that
remain, and to plow the savings back into additicnal training.

4. Good Information to Guide Choices. A skill-building
system rooted in individual choice requires good data to inform
decisions about what skills to get and where to learn them.
Reforms woven throughout the initiative--and centered. on the
networks of One-5top Career Centers already under construction by
the Statag--will give workara and job seekers access to reliable
information on Jobs, careers, and the success records of training

ingtitutione, so that they can make good choices to improve their
futures.
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S. Accountability. Too often today, training providers .
aren't held accountablae for regsults. The President's initiative
will address this by emphasizing individual chojce and
competition so that individuals can pick providers who deliver;
by providing good performance data so people know what training

pays Ooff: and by setting gualitv standards for trxaining providers
to cut off the frauds and the incompetents.

6. Private-Sector Partnarship. At basa, tha President's
proposal isn't about government. It's about jobs, and that means
the private sector haes a central role. Business and labor will
be full partners in designing and running training, job-search,
end information services. The most competitive and productive
firms are also leaders in upgrading the skills of their
workforce: new awards will recognize excellence in creating
workplaces that expand opportunity by capitalizing on and
rewarding worker skille.

7. Paths from School to Work. Preparing America's youth for
the world of work and a career of learning and applying new
skills to more rewarding Jobs ia a vital taak. Thig t(nitiative
will fold federal employment and training programs, including
vocational education, for young people into the school-to-work
movement already underway in avary stata as dasignad and
developed by the states, local communities and the private
sector. Ag with the new private seotor partnerghip, good
information, accountability and stata flaxibility for adults,
this new approach will provide clearer paths to naw lkills and
better jobs for youth.

The President's Middle Class Bill of Rights can arm every
Amarican worker with the tools to learn new skille, find good
jobs and earn higher wages at mora rewarding work. Like the G.I.
Bill, the President's proposal will put the opportunity to learn
and apply new skills directly in the hands of the peoplo. Now,
as then, it will be up to individual Amaricans to accept personal
responsibility, to make the most of this opportunity to build a
better life for themselves and their families.

"The Middle Class Bill of Rights will further our common
mission as Americans -- t0 expend middle clase incomes and
opportunities, te promotea the valuas of work and family,
responsibility and community. And to help Americans compete
and win in the new American economy."

President Clinton, Radio Address, December 18, 1994



The President's Proposal for a Middle-Class Bill of Rights

Questions and Answers

What is the President proposing in the Middle Class Bill of Rights?

Putting resources and information directly in the hands of hard-working American
families so that they can make their own choices about how, when and where to invest
in learning the skills they need to earn higher wages at better jobs. Just as with the
G.I. Bill of Rights fifty years ago, this will empower individuals to learn and apply
new skills to earn higher wages for themselves and higher living standards for their
families in a new American economy. Just as with the G.I. Bill, ordinary Americans
will take responsibility for restoring the American Dream of middle class prosperity
now and pass it on to our children for the next generation.

In what forms will the proposal put learning resources in the hands of individuals to
build skills as, when and where they see fit?

Education and training tax deductions will lower the cost of building skills, and
favor the kind of investment that leads most directly to better wages.

Expanded IRAs will let workers save from current earnings on a tax-free basis so
they can invest —— without penalty —— when they want in the future to build new skills
or buy a first home, as well as to pay for medical expenses and to provide for
retirement.

Laid-off workers and low-wage workers, who ofterr have too little income to benefit
from tax incentives, can get individual Skill Grants, to use as they choose. The
scholarships will be big enough to cover tuition and fees at a typical community
college for up to two years.

All workers can get convenient access to Individual Education Accounts to finance
the education and training they want —— with the option to repay the loans at the pace
their future income allows—-so they can spread the cost of skill investments over the
course of their careers.

How long has the stagnation in wages and living standards plagued the country?

From 1973 to 1993 average real compensation has basically stagnated, increasing less
than 0.5% per year, compared to 2.8% per year in the prior generation from 1947 to
1972. If real wages had continued to grow over the last twenty years at the rate
during the first generation following World War II, the average family's income in
1993 would have been $59,300 rather than $37,000.

Just as significant, the stagnation in wages over the past twenty years has fallen harder
on the middle of the wage distribution than at the top: median real hourly wages, that
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earmned by workers at the middle of the wage distribution, fell by 7.5 percent. This
occurred because of the dramatic shift of the rewards in the labor market against those
without education, training and skills. For example, wages of male high school
graduates fell 20 percent from 1979 to 1993, while the wages of male high school
dropouts fell by 27 percent. Today, a male college graduate earns 83% more than a
man with only a high school degree, compared to only a 50% premium less than
generation ago.

This stagnation in wages for most Americans has taken a particularly hard toll on
family income over the last 15 years. After a generation from 1950 through 1978
when the income of all American families rose smartly together —— approximately
doubling for each quintile of the income distribution —— incomes for 80% of American
families either stagnated or fell from 1979 to 1993. Today, half of all Americans are
living on less money they did 15 years ago.

What other evidence is there that education, training and skills matter and, just as
important, can be learned?

Skill investments pay off for the individual: Each year of post—secondary education or
training increases a worker's subsequent earning power by six to twelve percent.
Education and training to learn and apply new skills today —— even more than at the
time of the G.I. Bill fifty years ago —— is the form of personal investment that has the
strongest, most direct link to earning higher wages and middle~class living standards.

How does the tax deductibility proposal work?

Americans could deduct from their taxable income the money they spend on post—
secondary education for themselves or their families. Starting at $5,000 in 1996 and
rising to $10,000 of education spending will be deductible each year. Taxpayers
would not have to itemize their deductions to get the education and training deduction.
And education expenses would not be subject to the 2—percent "floor" on
miscellaneous deductions. To focus the tax cut on the middle class, deductibility is
gradually phased out over the income range of $100,000 to $120,000 for a couple
filing jointly, and between $70,000 and $90,000 for individuals.

How does this implement the strategy to put resources directly into the hands of
people to invest in learning and applying new skills to earn higher wages at better
jobs?

By reducing the after-tax cost of education expenses for individuals and families, the
tax deduction rewards and encourages investments in education and training while
lowering tax burdens for middle—income. taxpayers.

How big is this tax cut for a family?

The size of the tax cut depends on how much a family spends on education and
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training, their income, their marginal tax rate, and other items. For most families, it
will be either 15 percent or 28 percent of total spending on education and training.
Here's one example. Consider a typical four—person family with $50,000 in income,
$7,500 in other deductions (for mortgage interest and state and local taxes), and the
normal $10,000 in personal exemptions, with a marginal tax rate of 15 percent.
Suppose both kids are in college, the parents are also investing in learning new skills,
and the family spends the maximum of $10,000 on tuition and fees. Under current
law, that family would pay $4,875 in federal income taxes. If the President's proposal
is fully implemented, that family will pay $3,375 instead——a 31 percent reduction in
the tax bill.

Would all education and training expenses——even if they're recreational or frivolous——
be deductible?

No. Only tuition and fees directly related to instruction will be deductible. Expenses
like meals, lodging, or transportation will not be deductible. Nor will "recreational”
education involving sports, games, or hobbies be eligible for deductions——unless, of
course, such education is part of a degree program (in sports therapy or rehabilitation,
for example) or relates to the student's current profession.

Will this proposal really increase education and trammg, or just give people tax breaks
for doing what they planned to do anyway?

Of course, many people would still get education for themselves or their children
whether or not there's a tax advantage. But lowering the cost of education and
training will lead to a substantial increase in skill investments. Conservative estimates,
based on the best available research on the impact of cost changes on college
enrollment, point to about half a million additional students each year as a result of
deductibility. Students from low and moderate—income families tend to react most
strongly to changes in the overall cost of education, so the biggest effect will probably
be on the proportion of lower middle class students going on to (and finishing) post-
secondary education. Every extra high-school graduate who goes on to post-
secondary training as a result of this tax code change——whether or not they graduate—
—can expect to add an additional $400,000 or more to the economy over the course of
a career, compared with students who stop at high school.

Doesn't this tax cut only help a small number of families? Won't the rich benefit
more than the middle class?

No. Over 17 million people get post-secondary education each year. An even larger
number are planning to invest in education and training for themselves or their
families. (In 1992, about 60 percent of high school graduates continued on to some
form of post—secondary education.) Over 90 percent of post—secondary students have
family incomes below $75,000 per year (based on 1990 data.) The deduction will be
phased out gradually for upper-income families, focussing the tax cut on the middle
class.
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What is the size of the individual Skill Grant?

Up to $2620 per year —— enough to pay the costs of tuition, fees, books and expenses
at most community colleges and technical schools. The President proposes to raise the
level of Pell Grants to the same level in order to encourage students from low and
moderate income families to pursue higher education.

Who will be eligible for the individual Skill Grants?

Individual Skill Grants will be available to workers who are dislocated and to low—
income workers. Laid-off workers will be eligible for individual Skill Grants upon
confirming evidence, usually supplied as a matter of course by their previous
employer, that they have been permanently laid—off. For low- income workers,
eligibility will be basically the same as for Pell Grants.

Who is eligible for loans from the Individual Education Accounts?

Every one. There is no age or income limit. Each individual can qualify for these
student loans to cover costs, fees and expense at eligible post-secondary education and
training institutions; and every individual can choose to repay through a variety of
options, including a "pay—as—you—can" approach that enables every American to invest
in acquiring new skills and to repay at the pace their future income allows.

How many persons do you estimate may take advantage of the new labor market
services, individual Skill Grants and Individual Education Accounts in FY96?

In part the answer depends on the extent to which individuals choose to apply these
resources to learn new skills. At this time our best estimate is that approximately 1.7
million low-wage workers and over 300,000 thousand dislocated workers will use the
Individual Skill Grants, while another 2.8 million students from low and moderate
income families will use Pell Grants for college and another 5.5 million students of all
ages may use loans from the Individual Education Account to finance their post—
secondary education and training. As individuals can get Skill Grants and make use of
loans from their Individual Education Accounts at the same time, these rough
estimates are not additive. In addition, all Americans will have more convenient
access to labor market services and information so that they can mange their own
careers to build skills, earnings power and more rewarding careers as they see fit to
get ahead.

How can we be sure all of these federal investments in learning new skills will be
wisely spent by individuals?

Just like the G.I. Bill, the President's proposal relies primarily on the self-interest and
good sense of ordinary Americans —— rather than the commands of government
bureaucrats —— to make choices about what education, training and skills each person
chooses. Remember, it is the individual who has to invest the time and energy to
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learn new skills and to take responsibility for applying those skills in the marketplace.
What the President's proposal does provide is for the states, the private sector, and
schools and colleges to provide information on what skills will be rewarded in the
marketplace, what jobs are available, and the track records of schools and colleges in
providing marketable skills and jobs and at what wages. In addition, the federal
government will work closely with the states and local communities to screen out
incompetent and fraudulent providers so that hard—working Americans don't waste
their own time and money —— or that of taxpayers.

How are eligible training institutions defined?

The President's proposal preserves the current eligibility requirements for training
institutions or programs that receive federal assistance under the Higher Education Act.
This definition of eligible institutions includes nearly all universities, four-year
colleges, and community colleges——public or private~—and also includes many
vocational and technical schools. In full cooperation with the States, new
accountability measures will weed out those institutions that are incompetent or
fraudulent. These requirements will be applied with equal rigor to non-traditional
training institutions, including community-based organizations. And the power of
informed consumer choice —— exercised by individual learners who want new skills
and the firms that do the hiring in local communities —— means that those institutions
that don't deliver valued skills will ultimately be subject to the same test of the
marketplace faced by private sector every day: they will lose customers and go out of
business.

Won't colleges, universities and technical schools just raise their prices to swallow up
all of this new purchasing power for learning?

No. There will be strong pressures working against any attempt by schools to soak up
the benefits of the increased skill purchasing power of families. Post-secondary
education has become a highly competitive industry, with thousands of institutions
scrambling for the student's dollar. Institutions therefore won't be able to simply raise
their prices in response to increasing demand for skills. In addition, the aging of the
baby boom generation has led to excess capacity in many institutions, forcing
schools to compete for students and to keep tuition increases in check over the past
two years. And these trends —— increased competition from providers and a smaller
cohort of young people —— are likely to continue in the years ahead. Finally, states
and localities can establish tuition costs at public colleges and technical schools to
restrain the rise in tuition charged by public institutions and, hence, by other providers
who compete in this post-secondary education and training marketplace.

How many existing federal education and training programs does the President's
proposal cover?

Over 50 current programs. More important, the unorganized welter of current
programs is replaced by a new system that is based on the fundamental principle of
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individual empowerment, buttressed by good information, full participation by the
private sector in labor markets all across the country, and maximum flexibility for the
states in designing and implementing supplementary counseling and training services
(including on-the—job training in cooperation with firms and workers).

How can states use their new flexibility to design and implement "one-stop" centers to
build good information, provide counseling, and deliver supplementary training
services?

Over the next few years, States can complete the process of designing and
implementing their own "one-stop" approaches in cooperation with the private sector,
business and labor, and the education providers in their local communities. This
process has already started in many states and will be fully supported and expedited
by the President's proposal. Washington won't tell the states how they should proceed
in this process: most restrictive rules will be removed and states may seek waivers
from the few that remain to build more effective systems of labor market information
and exchange. The Clinton Administration will provide maximum support and
flexibility to reward states that proceed so they can put the resulting savings from new
efficiencies into additional training, including on—-the—job training in full cooperation
with firms and workers.

What could I expect if I went to such a one—stop center?

Each state's network of one-stops will be designed to meet the needs of the local labor
market. So, what you experience in an up-state New York one-stop may differ
somewhat from your experience with one in Minneapolis, Sioux Falls, San Antonio,
or L.A. county. But wherever the one-stop, here's what you would not encounter:
bureaucratic red tape, long lines, and confusion about the local labor market
information, job search assistance, individual Skill Grants and Education Accounts,
and community colleges and technical schools available to you. Instead, you would be
to communicate by phone, arrange convenient access to labor market data you want,
set up a convenient time for an appointment to answer any preliminary questions about
your immediate needs and log-term interests. Then, depending on your own
circumstances and interests, you might do any of the following: tap into a user—
friendly computerized jobs bank, develop your own resume with a career counselor for
a talent bank, file an initial claim for unemployment insurance, get an assessment of
your skills, find out about the fastest~growing occupations in your area and the skills
employers are looking for, receive immediate assistance in finding a new or better job,
get "consumer reports" on the courses offered by —— and the track records of —- local
education and training institutions. In short, the one-stop centers can help you
navigate your own career and inform your own choice of how you want to get ahead.

What is the role of the private sector in all of this? |

The private sector has a direct stake in developing the skills of all Americans, so that
they can add more value to goods and services produced and share in the resulting
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increases in productivity to buy and invest more.

The President's proposal invites the private sector to become a full partner in devising
and implementing with the states the "one-stop" approaches to information, job

search, counseling, and supplementary training services (including on—the—job-
training) which are most effective and most in demand in their local labor markets.
Business and labor are already taking the lead in the development of skill standards
that will inform education providers, students and workers what skills will be rewarded
with jobs and earn higher wages in the marketplace. In each labor market firms will
also inform the schools and colleges what basic skills are essential and occupational
skills are in demand. The private sector is also leading the school-to-work
movement already underway in all fifty states to transform secondary education so that
youth can learn in the context of apprenticeships and make a smooth transition to
rewarding jobs and lifelong leaming.

Finally, America's firms are themselves a key source of lifelong learning and new
skills for their workers. The most competitive and productive firms are upgrading the
skills of their workforce—- through formal training, investing in mid—career education,
embedding learning in the workplace, and empowering their front—line workers to take
greater responsibility for solving problems and working together to deliver more value
to their customers. In cooperation with the private sector, we propose to recognize
and reward the best of these firms so that appreciation of the mutual benefits of such
high performance workplaces spreads.

How does the President's proposal differ from S.6, the proposal for skill vouchers
introduced by Daschle, Kennedy, Breaux in the Senate?

We welcome their embrace of the principles of individual empowerment —— as well as
state flexibility to work with the private sector to develop supporting labor market
services to guide the transformation of adult education and training in the country.
The President's proposal goes further: it covers many programs in order to put more
resources in the hands of individuals and to build good information systems and more
effective labor and education provider markets; it includes tax deductions and an
expanded IRA to increase the education purchasing power of middle class families;
and it integrates Individual Education accounts to make sure that every American ——
regardless of age or income —— has the ability to finance learning new skills. We look
forward to working cooperatively with all Democrats and Republicans to deliver the
promise of the President's Middle Class Bill of Rights to the American people. After
all, it is America's families, workers and firms that have the most direct stake in
making sure that every American has a real opportunity to learn and to apply new
skills at more rewarding work.



THE WHITE HOUSE

WASHINGTON
January 18, 1995

MEMORANDUM FOR ETR WORKING GROUP MEMBERS

FROM: Bill Galston '“7
Paul DimondP‘(’O

SUBJECT: Update on ETR sections of the President’s Middle Class Bill of
Rights

As you know, last month the President launched his Middle Class Bill of Rights a key point
of which is designed to reinvent the system of lifelong learning of new skills for better
jobs. This initiative revolves around a series of education and training proposals that
originated with the ETR Working Group. The vision that our group set out in its work
over the last 11 months has entered a new stage of development, and I think we should all
take pride in what we have done so far.

It is likely that we will be called upon over the next year to help support this important
initiative. In this connection, we thought it would be helpful to you to have some
additional background information on this initiative. We have attached three documents for
your review. The first is a copy of the President’s speech on the Middle Class Bill of
Rights that he gave last Tuesday in Galesburg, Illinois. The second is a four-page summary
of the major provisions in the Middle Class Bill of Rights. The third is a compilation of
questions and answers that go into more detail on the components of the President’s plan.

Let us also bring you up to speed on the Technology Learning Challenge (TLC) that came
out of the ETR seminar on DoD learning technologies hosted by Deputy Secretary Deutch
last July. The Challenge Grant portion of the TLC, which will play a major supporting role
in the Middle Class Bill of Rights initiative, was incorporated into last fall’s reauthorization
of the Elementary and Secondary Education Act. Congress appropriated $27 million in FY
1995 to the Department of Education to set up an_Interagency Technology Office (ITO) and
run the Challenge Grant Program. The Challenge Grant Program will be formally
announced sometime in February. The ITO will also be the lead point for the Committee
on Education and Training’s efforts to coordinate Federal research and development
spending on educational technology. Finally, the TLC has put into motion a process by
which a number of the major Federal education and training programs will begin to
promote the use of educational technologies in their program areas.

As you can see, the TLC process that the ETR set in motion last July is now in full swing.
Thank you all for your hard work in all of these areas. We look forward to continuing to
work with you in the year ahead. Please do not hesitate to call if you have any questions.



President William J. Clinton
Remarks at Carl Sandburg Community College
Galesburg, Illinois
January 10, 1994

[Acknowledgments: Dr. Don Crist, Carl Sandburg Community College President
(introducing you); Galesburg Mayor Fred Kimble; Congressmen Lane Evans and Glenn
Poshard; Secretaries Reich and Riley.]

I am very happy, and proud, to be here today. I am happy you had the opportunity
to benefit from the programs at Carl Sandburg Community College. I am proud you have
taken the responsibility to make the most of those opportunities: working hard in your
studies, and in your jobs.

I’'m especially glad to be in a place so steeped in the history of our country. The
Underground Railroad came through Galesburg. Over 135 years ago, Abraham Lincoln and
Stephen Douglas met here for one of their famous debates. After those debates, Douglas
defeated Lincoln in their race for the Senate. I'm reminded today, as I have been several
times over the last few months, that Lincoln said his defeat hurt too much to laugh and he
was too old to cry, but it was a slip and not a fall.

I've been told that Lincoln spoke for an hour and a half here at Galesburg — without
any notes. It’s a great day today, but I'll try to restrain myself.

Those debates were about the proper role of our government. About whether
government has any role in helping people deal with the fundamental problems of the day --
or if people should be left to deal with them entirely on their own. In 1858, the issue was
slavery. Lincoln believed that the national government had to play a role — because the issue
was about our essential makeup and direction as a nation. But Lincoln, the father of the
Republican Party - like Thomas Jefferson, the father of today’s other great political party —
believed that the most important force in America was not government, but what private
citizens could do in their private lives.

They both believed that government’s role was to establish the laws that set the
boundaries for individual action. And they believed the Constitution left us enough
flexibility so government could meet the challenges of changing times in ways that wouldn’t
-- or couldn’t -- be done otherwise.

That’s why Galesburg, during this time of great change and uncertainty, is such a
fitting place to carry on the great debate of our times. We are in a great crossing from the
industrial age to the information age — a crossing as perilous and full of opportunity as any
faced by those who have gone before. Our challenge is to keep the American Dream alive
for all Americans as we move into the next century. To help every American who is willing
to work hard and play by the rules build a strong future.

We face enormous hurdles. Millions and millions of Americans are working harder




for less. From 1950 to 1978, the income of all Americans rose together. But from 1979 to
1993, the income of the top 20% grew significantly, while the income of the other 80% of
'America barely grew at all or dropped. Half of all Americans are living on less money than
they did fifteen years ago. Here’s the problem: Rapid technology growth and expanding
global competition have kept the income of Americans without a college education stagnant
for about twenty years. A male college graduate today earns 83% more than a man with
only a high-school degree.

I ran for President to solve these problems -- 1 don’t want my daughter’s generation
to be the first in our history to do worse than its parents. Everything I have done and
everything I propose to do is built around three principles to make what has always worked,
work again.

First, we are building a pew economic strategy to enable the American people to
compete and win in the 213t century. Our strategy requires government to act as a partner
with the private sector, opening up opportunity. And that’s what we’ve done: cutting the
deficit by historic amounts and creating more trade opportunities than at any time in a
generation. We’re removing obstacles around the world - passing NAFTA and GATT and
opening big emerging markets in Asia and Latin America. We're removing obstacles here at
home: cutting regulations on things like banking and trucking. And the result is five and a
half million new jobs since I took office —- almost all of them in the private sector, and many
that are high-wage.

Second, we are building what I called a New Covenant during the Presidential
election. It was then, and it remains, my contract with America. It's about more than
cutting taxes. It’s about emphasizing rights and responsibilities. Real security comes when
government creates opportunity for all Americans, and individuals and communities take the
responsibility to make the most of it. That’s what our Crime Bill is all about. That’s what
my proposal to end welfare as we know it is all about.

And that’s why our Administration, with bipartisan support, has pursued the most far-
reaching education agenda in a generation. We have dramatically expanded Head Start. We
have set challenging standards for our nation’s schools. We have forged new partnerships to
help students who don’t go to college leamn the skills they need to get high-wage jobs. We
have made college loans more affordable. And our National Service program, Americorps,
is the embodiment of this idea. We will help Americans go to college who takc the

responsibility to help their country.

Third, we are building a new kind of government — smaller, more efficient, and
better targeted to meet the demands of new times. We must take government out of the grip
of the special interests and put the American people back in control. That’s what our
Reinventing Governmeat program is all about — cutting the bureaucracy to its smallest size in
thirty years. But at the same time we’re making it work better for you. When floods racked
Illinois, the Federal Emergency Management Administration, long a source of problems and
ridicule, was on the scene and made a big difference.




But everything we’ve done is not enough. That’s why I proposed the Middle Class
Bill of Rights: to help bridge the gap between working Americans who have the skills they
need to compete and those who don’t. Fifty years ago, the G.I. Bill of Rights helped to
transform a war-time economy into the most productive peacetime economy in history. The
Middle Class Bill of Rights is four new ideas to help middle class Americans move into the
next century with the same fair shot at the American Dream enjoyed by their parents and
grandparents.

First, for families with incomes up to $120,000, you’ll have a tax deduction for up to
$10,000 of tuition for all education after high school: college, community college, graduate
school, professional school, vocational education or worker training. Second, if your family
makes $75,000 a year or less, you'll receive a tax cut phased up to $500 for every child
under 13. Third, if your family makes less than $100,000 a year, you'll be able to put
$2,000 a year, tax-free, into an individual retirement account. But you’ll also be able to
withdraw that money, tax-free, for education, health care, a first home, or the care of an
~ elderly parent. Finally, the Middle Class Bill of Rights will take the Billions of dollars
government spends on job training and make that money directly available to working
Americans — to spend as they choose when they’re training for a new or better job.

The Middle Class Bill of Rights is based on the same three principles I talked about
earlier. It will help people meet the challenges of the new economy -- because in this
economy, what you earn depends upon what you learn. It reinforces the New Covenant by
empowering people to help themselves -- providing opportunity but demanding responsibility.
It's about creating a new government: consolidating, streamlining, and eliminating. And the
great thing about the Middle Class Bill of Rights is that it’s open to everyone who needs it,
no matter their region, race, or position on divisive issues - as long as they’re willing to
work hard to get ahead. '

The education, training, and reemployment initiative in the Middle Class Bill of
Rights consolidates the confusing tangle of federal training programs. It empowers workers
by putting resources and information directly in their hands. And it shifts control away from
Washington to communities, where local priorities are best understood.

The current federal training system is a dizzying maze of programs that too often
duplicate services and waste taxpayer money. We don’t need new training programs - this
country has a wealth of high quality technical schools, community colleges, private
programs, and universities where people can learn the skills they need. Our job is to make
sure that you can take advantage of them.

I am proposing to eliminate over 50 government programs. I want to use that money
to create individual Skill Grants for laid-off or low-income workers so you can spend the
money where you choose. I want to establish One-Stop Centers around the country so you
have the information about jobs and the skills they require to make good choices for
yourself. At the same place, you should be able to learn about available training programs
and find information to help you judge their quality.



Under our proposal, if you went to the local One-Stop Center, you could find out
about jobs opening up at Maytag because of the new $164 Million retooling project. Then
you could figure out the best place to get the skills you need to qualify for them. I suspect
you might settle on a superb institution called Carl Sandburg Community College with an
extraordinary job placement rate of over 94% -- at an average wage of almost $12 an hour.

The Middle Class Bill of Rights will create opportunity for all Americans. That is
my simple test for every policy that comes before me: Does it advance the interests of
average American families? Does it promote their values and build their future? If it passes
that test, I'll support it. If it doesn’t, I won’t.

Beginning here in Galesburg, Lincoln and Douglas took on a new tone in their
debates, addressing matters of principle. I hope that back in Washington, Republicans and
Democrats can take on a new tone as well - exchanging partisan bickering for bipartisan
progress, working together to restore the American Dream. We’ve seen how people in
Washington can obstruct progress for partisan gain. Now we must prove that we can work
together to keep our country moving forward -- for America’s gain.

That is my dream. I am struck by one line Carl Sandburg wrote over seventy years
ago, in a poem inspired by the Washington Monument: "Nothing happens unless first a
dream."”

The enduring message of the Washington Monument inspires me every day: If we
work together, if we combine vision and leadership with the courage to make hard choices
and the determination to see them through, we can make our dreams come true.

God bless you all.
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THE MIDDLE CLASS BILL OF RIGHTS

"For too long, too meny Americens have worked longer for
stagnant wages and less security...[E]ven though the
economic statistics are moving up, most of our living
standards are not ... More jobs aren't enough. We have to
raise incomes."”

President Clihton, Address to the Nation, Decamber 15, 1994

The Challenge. Working Americans are riding 8 roller-coaster of
economic change. New technologies, global competition, and an
increasingly integrated world economy have been reshaping the
industrial landscape. While some workers are prospering in the
new economy, the living standards of average American families
have been stagnating for a generation. Compared to twenty years
ago, many Americans are working longer houres for lower pay. For
much of our middle class, the American Dream is under siege.
Restoring that dream-=-the hope of a better future for our °

~ families and our children--is our most urgent challenge.

The Beginnings of Change. 1In 1993, President Clinton proposed a
new economic direction for America. Two years later, the United
States has created 5.6 million new jobs, 92% in the private
saector, with more good jobs than in the previous five years
combined, and with the first l2-month increase in manufacturing
jobs since 1978. Our country has reduced the national
unemployment rate from 7% to 5.4% with the lowest rate of
inflation in twenty-five years, so that the "Misery Index"--the
combined measure of unamployment and inflation--is at its lowest
level since 1972. It hes reversed the flow of federal red ink by
reducing the annual budget deficit for three years in a row. It
has signed new trade agreements to reduce the tariffs paid by
American consumers at home and American producers abroad, and to
tear down barriers to American-mede goods and services all around
the world. And it is leading the world in the productivity and
competitiveness of its firms and workers.

The Opportunity. The strong evidence that links education and
training with higher earnings and better jobs points the way to
build a better future for all Americans. As the President noted
in his Address, "Education...has a bigger impact on earnings and
job security than ever before....Every American needs the skills
necessary to prosper in the new economy." A strong bipartisan
consensus in the last Congress has already spurred significant
steps toward building the skills and future earning power of the
children and studenta of working Americans, including major new
investments in education. The next step is the Middle Class Bill
of Rights, which will empower America's workers to acquire new
skills, obtain better jobs, and to earn higher wages and living
standards for themsalves and their families.
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As the President observed in his Address, ."Fifty years ago, an
American president proposed the G.I. Bill of Rights, to help
raturning veterans from World War II go to college, buy a home
and raise their children. That built this country." The G.I.
Bill led to a generation of prosperity by putting learning
resources directly in the hands of ordinary Americans. The
returning veterans turned their new s$kKills into the higher
productivity, rising wages, and soaring living standards that
openad the door inte the middle class for tens of millions of
Americans.

The President's Middle Class Bill of Rights will provide today's
aspiring workers and job seekers tha sama kind of opportunity.
Like the G.I. Bill, 1t puts resources directly in the hands of
our people so that each individual will have a fair chance to
learn the skills needed to build a battar futura.

1. Education and training tax deductions will help working

» Americans pay for building new skills that lead most
directly to better jobs and wages. Deductions of up to
$10,000 per year for familiee making up to $120,000 per yeer
will be phasaed in for tuition and costs for collega,

community college, graduate schools, technical schools, and
worker retraining.

2., Tax credits for familles with children of 8500 per child
under 13 will be phased in. This will expand the budgets of
middle class families to invest as thay saa fit.

3. Expanded IRAs will enable working femilies making up to
100,000 per vear to save S$2,000 par year from current
earnings, tax-free, and to invest these funds--without
penalty--whan they want to build new ekills or buy a first
home., as well aa providing faor ratirement or paying medical
expenses.

4. A comprahensive reform of the employment and training system
" will help unemployed workers and low-income adults and youth

--many of whom will not be able to benefit from the tax
incentives--find naw and batter jobs, learn nacessary
skills, and obtain 8kill Grants with which to make their own
decisiongs about post-seoondary training and educetion.
Student loans through Individual Education Accounteg will
further ensure that all Americens have the opportunity to
finance lesrning new ekille where and when they choosa and

t0 repay these direct loans at the paca thair future income
allows.
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THE MIDDLE CLASE BILL OF RIGHT: SKILL GRANTS

As a key component of the Middle Class Bill of Rights, the
President proposes to totally restructure the existing system of
employment and training. Seven key principlas guide this chenge:

1. 1Individuel Empowerment. Individuals should be empowered
with resources so they cen chocose for themselves what skills they
need to boost thelr earning power. The President's proposal puts -
buying power directly into individuals' hands, so they can get

skills at the time, at the place, and in the way that makes sense
for them:

o Unemployed and low-income workers can get Skill Grants
worth up to 82,620 per year, for up to two years, that thay
can use as they choose for learning new skills.

© Both tuition tax breaks and Skill Grants will be
supplemented by Individual Edycation Acgounts. These low-
cost loans will ba available to any person, with flexible
repayment options including "pay as you can," to enable
every American to invest in their skills and repay at the
pace their future income allows.

2. Leaner Governnant. The President's proposal eliminates
over SQ geparate programg, replacing tham with an integrated
system that minimizes red tape and maximizaes individual choice.

3. State Flexibility. Washington dcaesn't have all the
‘answers. States should have theé flexibility to raflect local
conditions and respect local priorities. The President's
proposal gives states the freadom to tailor training programe and
delivery systems as they see £it, including expanding on-tha-job
training in cooperation with firms end workers. Most federal
rules dictating administrative procedures will be wiped out.
States will be able t0 apply for waivers from the few rules that
remain, and to plow the savings back into additional training.

4. Good Information to Guide Choices. A skill-building
system rooted in individual choice requires good data to inform
- decisions about what skills to get and where to learn them.
Reforms woven throughout the initiative--and centered. on the
networks of One-5top Caréer Coanters already under construction by
the Statas--will giva workeras and job ssekers access to reliable
information on jobs, careers, and the success records of training

ingtitutione, so that they can make good choices to improve their
futures.
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S. Accountability. Too often today, training providers .
aren't hold accountable for resulte. The President's initiative
will address this by emphasizing individual choice ana
competition so that individuals can pick providers who deliver;
by providing geoed performanco data so people know what training

pays off: and by setting gualitv standards for training providers
to cut off the frauds and the incompetents.

6, Private-sector Partnerahip. At basa, the President's
proposal isn't about government. It's about jobs, and that means
the private sector has a central role. Business and labor will
be full partners in designing and running training, job-sesrch,
end information services. The most competitive end productive
firmg are also leaders in upgrading the gkills of their
workforce: naw awards will recognize excellence in creating
workpleces that expand opportunity by capitelizing on and
rewarding worker skills.

7. Paths from 8chool to Work. Preparing America's youth for
the world of work and a career of learning and applying new
skills to more rewarding jobs is a vital task. This initiative
will fold federal employment end training programs, including
vocational education, for young people into the school-to-work
movement already underway in avary stata as dasignad and
developed by the states, local communities and the private
sector. Ag with the new private sector partnership, good
information, accountability and stata flaxibility for adults,
this new approach will provide clearer paths to naw skills and
better jobe for youth.

The President's Middle Cless Bill of Rights can arm every
Amarican worker with the tools to learn new skillg, find good
jobs and earn higher wages at mora rawarding work. Like the G.I.
Bill, the President's proposal will put the opportunity to learn
and apply new skills directly in the hande of the peoplo. Now,
as then, it will be up to individual Amaricans to accept personal
responsibility, to make the most of this opportunity to build a
better life for themselves and their families.

"The Middle Class Bill of Rights will further our common
migsion as Americans -- to expand middle class incomes and
opportunities, to promota tha valuas of work and family,
responsibility -and community. And to help Americans compate
and win in the new American econemy."

President Clinton, Radio Address, December 18, 19%4




The President's Proposal for a Middle-Class Bill of Rights

Questions and Answers

What is the President proposing in the Middle Class Bill of Rights?

Putting resources and information directly in the hands of hard-working American
families so that they can make their own choices about how, when and where to invest
in learning the skills they need to earn higher wages at better jobs. Just as with the
G.IL Bill of Rights fifty years ago, this will empower individuals to learn and apply
new skills to earn higher wages for themselves and higher living standards for their
families in a new American economy. Just as with the G.I. Bill, ordinary Americans
will take responsibility for restoring the American Dream of middle class prosperity
now and pass it on to our children for the next generation.

In what forms will the proposal put learning resources in the hands of individuals to
build skills as, when and where they see fit?

Education and training tax deductions will lower the cost of building skills, and
favor the kind of investment that leads most directly to better wages.

Expanded IRAs will let workers save from current earnings on a tax—free basis so
they can invest —— without penalty —— when they want in the future to build new skills
or buy a first home, as well as to pay for medical expenses and to provide for
Ietirement.

Laid-off workers and low-wage workers, who ofterr have too little income to benefit
from tax incentives, can get individual Skill Grants, to use as they choose. The
scholarships will be big enough to cover tuition and fees at a typical community
college for up to two years.

All workers can get convenient access to Individual Education Accounts to finance
the education and training they want —— with the option to repay the loans at the pace
their future income allows—-so they can spread the cost of skill investments over the
course of their careers.

How long has the stagnation in wages and living standards plagued the country?

From 1973 to 1993 average real compensation has basically stagnated, increasing less
than 0.5% per year, compared to 2.8% per year in the prior generation from 1947 to
1972. If real wages had continued to grow over the last twenty years at the rate
during the first generation following World War II, the average family's income in
1993 would have been $59,300 rather than $37,000.

Just as significant, the stagnation in wages over the past twenty years has fallen harder
on the middle of the wage distribution than at the top: median real hourly wages, that
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earned by workers at the middle of the wage distribution, fell by 7.5 percent. This
occurred because of the dramatic shift of the rewards in the labor market against those
without education, training and skills. For example, wages of male high school
graduates fell 20 percent from 1979 to 1993, while the wages of male high school
dropouts fell by 27 percent. Today, a male college graduate earns 83% more than a
man with only a high school degree, compared to only a 50% premium less than
generation ago.

This stagnation in wages for most Americans has taken a particularly hard toll on
family income over the last 15 years. After a generation from 1950 through 1978
when the income of all American families rose smartly together — approximately
doubling for each quintile of the income distribution —— incomes for 80% of American
families either stagnated or fell from 1979 to 1993. Today, half of all Americans are
living on less money they did 15 years ago.

What other evidence is there that education, training and skills matter and, just as
important, can be learned?

Skill investments pay off for the individual: Each year of post—-secondary education or
training increases a worker's subsequent earning power by six to twelve percent.
Education and training to learn and apply new skills today —— even more than at the
time of the G.I. Bill fifty years ago —— is the form of personal investment that has the
strongest, most direct link to earning higher wages and middle—class living standards.

How does the tax deductibility proposal work?

Americans could deduct from their taxable income the money they spend on post-
secondary education for themselves or their families. Starting at $5,000 in 1996 and
rising to $10,000 of education spending will be deductible each year. Taxpayers
would not have to itemize their deductions to get the education and training deduction.
And education expenses would not be subject to the 2—percent "floor" on
miscellaneous deductions. To focus the tax cut on the middle class, deductibility is
gradually phased out over the income range of $100,000 to $120,000 for a couple
filing jointly, and between $70,000 and $90,000 for individuals.

How does this implement the strategy to put resources directly into the hands of
people to invest in learning and applying new skills to earn higher wages at better
jobs?

By reducing the after—tax cost of education expenses for individuals and families, the
tax deduction rewards and encourages investments in education and training while
lowering tax burdens for middle-income taxpayers.

How big is this tax cut for a family?

The size of the tax cut depends on how much a family spends on education and
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training, their income, their marginal tax rate, and other items. For most families, it
will be either 15 percent or 28 percent of total spending on education and training.
Here's one example. Consider a typical four-person family with $50,000 in income,
$7,500 in other deductions (for mortgage interest and state and local taxes), and the
normal $10,000 in personal exemptions, with a marginal tax rate of 15 percent.
Suppose both kids are in college, the parents are also investing in learning new skills,
and the family spends the maximum of $10,000 on tuition and fees. Under current
law, that family would pay $4,875 in federal income taxes. If the President's proposal
is fully implemented, that family will pay $3,375 instead—-a 31 percent reduction in
the tax bill.

Would all education and training expenses——even if they're recreational or frivolous——
be deductible?

No. Only tuition and fees directly related to instruction will be deductible. Expenses
like meals, lodging, or transportation will not be deductible. Nor will "recreational”
education involving sports, games, or hobbies be eligible for deductions——unless, of
course, such education is part of a degree program (in sports therapy or rehabilitation,
for example) or relates to the student's current profession.

Will this proposal really increase education and training, or just give people tax breaks
for doing what they planned to do anyway? )

Of course, many people would still get education for themselves or their children
whether or not there's a tax advantage. But lowering the cost of education and
training will lead to a substantial increase in skill investments. Conservative estimates,
based on the best available research on the impact of cost changes on college
enrollment, point to about half a million additional students each year as a result of
deductibility. Students from low and moderate-income families tend to react most
strongly to changes in the overall cost of education, so the biggest effect will probably
be on the proportion of lower middle class students going on to (and finishing) post-
secondary education. Every extra high-school graduate who goes on to post—
secondary training as a result of this tax code change——whether or not they graduate—
—can expect to add an additional $400,000 or more to the economy over the course of
a career, compared with students who stop at high school.

Doesn't this tax cut only help a small number of families? Won't the rich benefit
more than the middle class?

No. Over 17 million people get post—secondary education each year. An even larger
number are planning to invest in education and training for themselves or their
families. (In 1992, about 60 percent of high school graduates continued on to some
form of post-secondary education.) Over 90 percent of post—secondary students have
family incomes below $75,000 per year (based on 1990 data.) The deduction will be
phased out gradually for upper—income families, focussing the tax cut on the middle
class.



4

What is the size of the individual Skill Grant?

Up to $2620 per year — enough to pay the costs of tuition, fees, books and expenses
at most community colleges and technical schools. The President proposes to raise the
level of Pell Grants to the same level in order to encourage students from low and
moderate income families to pursue higher education.

Who will be eligible for the individual Skill Grants?

Individual Skill Grants will be available to workers who are dislocated and to low-
income workers. Laid-off workers will be eligible for individual Skill Grants upon
confirming evidence, usually supplied as a matter of course by their previous
employer, that they have been permanently laid—off. For low- income workers,
eligibility will be basically the same as for Pell Grants.

Who is eligible for loans from the Individual Education Accounts?

Every one. There is no age or income limit. Each individual can qualify for these
student loans to cover costs, fees and expense at eligible post—secondary education and
training institutions; and every individual can choose to repay through a variety of
options, including a "pay—as—you—can" approach that enables every American to invest
in acquiring new skills and to repay at the pace their future income allows.

How many persons do you estimate may take advantage of the new labor market
services, individual Skill Grants and Individual Education Accounts in FY96?

In part the answer depends on the extent to which individuals choose to apply these
resources to learn new skills. At this time our best estimate is that approximately 1.7
million low-wage workers and over 300,000 thousand dislocated workers will use the
Individual Skill Grants, while another 2.8 million students from low and moderate
income families will use Pell Grants for college and another 5.5 million students of all
ages may use loans from the Individual Education Account to finance their post—
secondary education and training. As individuals can get Skill Grants and make use of
loans from their Individual Education Accounts at the same time, these rough
estimates are not additive. In addition, all Americans will have more convenient
access to labor market services and information so that they can mange their own
careers to build skills, earnings power and more rewarding careers as they see fit to
get ahead.

How can we be sure all of these federal investments in learning new skills will be
wisely spent by individuals?

Just like the G.I. Bill, the President's proposal relies primarily on the self-interest and
good sense of ordinary Americans —— rather than the commands of government
bureaucrats —— to make choices about what education, training and skills each person
chooses. Remember, it is the individual who has to invest the time and encrgy to
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learn new skills and to take responsibility for applying those skills in the marketplace.
What the President's proposal does provide is for the states, the private sector, and
schools and colleges to provide information on what skills will be rewarded in the
marketplace, what jobs are available, and the track records of schools and colleges in
providing marketable skills and jobs and at what wages. In addition, the federal
government will work closely with the states and local communities to screen out
incompetent and fraudulent providers so that hard-working Americans don't waste
their own time and money —— or that of taxpayers.

How are eligible training institutions defined?

The President's proposal preserves the current eligibility requirements for training
institutions or programs that receive federal assistance under the Higher Education Act.
This definition of eligible institutions includes nearly all universities, four—year
colleges, and community colleges——public or private-—and also includes many
vocational and technical schools. In full cooperation with the States, new
accountability measures will weed out those institutions that are incompetent or
fraudulent. These requirements will be applied with equal rigor to non—traditional
training institutions, including community-based organizations. And the power of
informed consumer choice —— exercised by individual learners who want new skills
and the firms that do the hiring in local communities —— means that those institutions
that don't deliver valued skills will ultimately be subject to the same test of the
marketplace faced by private sector every day: they will lose customers and go out of
business.

Won't colleges, universities and technical schools just raise their prices to swallow up
all of this new purchasing power for learning?

No. There will be strong pressures working against any attempt by schools to soak up
the benefits of the increased skill purchasing power of families. Post-secondary
education has become a highly competitive industry, with thousands of institutions
scrambling for the student's dollar. Institutions therefore won't be able to simply raise
their prices in response to increasing demand for skills. In addition, the aging of the
baby boom generation has led to excess capacity in many institutions, forcing
schools to compete for students and to keep tuition increases in check over the past
two years. And these trends —- increased competition from providers and a smaller
cohort of young people —— are likely to continue in the years ahead. Finally, states
and localities can establish tuition costs at public colleges and technical schools to
restrain the rise in tuition charged by public institutions and, hence, by other providers
who compete in this post—secondary education and training marketplace.

How many existing federal education and training programs does the President's
proposal cover?

Over 50 current programs. More important, the unorganized welter of current
programs is replaced by a new system that is based on the fundamental principle of
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individual empowerment, buttressed by good information, full participation by the
private sector in labor markets all across the country, and maximum flexibility for the
states in designing and implementing supplementary counseling and training services
(including on—the-job training in cooperation with firms and workers).

How can states use their new flexibility to design and implement "one—stop" centers to
build good information, provide counseling, and deliver supplementary training
services?

Over the next few years, States can complete the process of designing and
implementing their own "one—-stop" approaches in cooperation with the private sector,
business and labor, and the education providers in their local communities. This
process has already started in many states and will be fully supported and expedited
by the President's proposal. Washington won't tell the states how they should proceed
in this process: most restrictive rules will be removed and states may seek waivers
from the few that remain to build more effective systems of labor market information
and exchange. The Clinton Administration will provide maximum support and
flexibility to reward states that proceed so they can put the resulting savings from new
efficiencies into additional training, including on-the—job training in full cooperation
with firms and workers.

What could I expect if I went to such a one—stop center?

Each state's network of one—stops will be designed to meet the needs of the local labor
market. So, what you experience in an up-state New York one-stop may differ
somewhat from your experience with one in Minneapolis, Sioux Falls, San Antonio,
or L.A. county. But wherever the one—stop, here's what you would not encounter:
bureaucratic red tape, long lines, and confusion about the local labor market
information, job search assistance, individual Skill Grants and Education Accounts,

and community colleges and technical schools available to you. Instead, you would be
to communicate by phone, arrange convenient access to labor market data you want,
set up a convenient time for an appointment to answer any preliminary questions about
your immediate needs and log—term interests. Then, depending on your own
circumstances and interests, you might do any of the following: tap into a user-
friendly computerized jobs bank, develop your own resume with a career counselor for
a talent bank, file an initial claim for unemployment insurance, get an assessment of
your skills, find out about the fastest—growing occupations in your area and the skills
employers are looking for, receive immediate assistance in finding a new or better job,
get "consumer reports" on the courses offered by -~— and the track records of —- local
education and training institutions. In short, the one-stop centers can help you
navigate your own career and inform your own choice of how you want to get ahead.

What is the role of the private sector in all of this? |

The private sector has a direct stake in developing the skills of all Americans, so that
they can add more value to goods and services produced and share in the resulting
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increases in productivity to buy and invest more.

The President's proposal invites the private sector to become a full partner in devising
and implementing with the states the "one-stop" approaches to information, job
search, counseling, and supplementary training services (including on-the—job-
training) which are most effective and most in demand in their local labor markets.
Business and labor are already taking the lead in the development of skill standards
that will inform education providers, students and workers what skills will be rewarded
with jobs and earn higher wages in the marketplace. In each labor market firms will
also inform the schools and colleges what basic skills are essential and occupational
skills are in demand. The private sector is also leading the school-to-work
movement already underway in all fifty states to transform secondary education so that
youth can learn in the context of apprenticeships and make a smooth transition to
rewarding jobs and lifelong learning.

Finally, America's firms are themselves a key source of lifelong learning and new
skills for their workers. The most competitive and productive firms are upgrading the
skills of their workforce—— through formal training, investing in mid—career education,
embedding learning in the workplace, and empowering their front-line workers to take
greater responsibility for solving problems and working together to deliver more value
to their customers. In cooperation with the private sector, we propose to recognize
and reward the best of these firms so that appreciation of the mutual benefits of such
high performance workplaces spreads.

How does the President's proposal differ from S.6, the proposal for skill vouchers
introduced by Daschle, Kennedy, Breaux in the Senate?

We welcome their embrace of the principles of individual empowerment —— as well as
state flexibility to work with the private sector to develop supporting labor market
services to guide the transformation of adult education and training in the country.
The President's proposal goes further: it covers many programs in order to put more
resources in the hands of individuals and to build good information systems and more
effective labor and education provider markets; it includes tax deductions and an
expanded IRA to increase the education purchasing power of middle class families;
and it integrates Individual Education accounts to make sure that every American —-
regardless of age or income —— has the ability to finance learning new skills. We look
forward to working cooperatively with all Democrats and Republicans to deliver the
promise of the President's Middle Class Bill of Rights to the American people. After
all, it is America's families, workers and firms that have the most direct stake in
making sure that every American has a real opportunity to learn and to apply new
skills at more rewarding work.

-
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" November 30, 1994
- MEMORANDUM FOR: ~ ISABEL V. SAWHILL .,
FROM: ~ THOMAS P. GL ) - _
SUBJECT: . Revised ETR Paper v
- In preparation for our méeting tomorrow, I amlattaching
a revised paper describing our employment and training .
reform proposal -- America's Workforce Development Stream-
lining Proposal. This revision reflects agreements between
Mike Smith and myself on the following points:
o  The resources to be transferred from DoE to DOL and used

as skill scholarships will be that portion of Pell Grant
money going to students enrolled in programs of less than
2 years in duration (that is, results in a degree or
certificate other than an AA or BA).

o The caps on the grant amounts under both skill scholarships

and the remaining Pell Grant resources will be set at $3,000

_ (as opposed to $3,500 for skill scholarships and $2,500 for
'y Pell grants). . o :

o  The REA approach for gatekeeping will be used for the adult

' grant system, where institutions will be eligible to receive
funds only if they are both eligible to participate in title
IV of the HEA (or qualify through an alternative process
established by the State) and provide performance-based
information to the State that would be used for report cards
for consumers. '

Attachment

cc: Mike Smith
Bill Galston
Gene Sperling
Paul Dimond
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" AMERICA’S WORKFORCE DEVELOPMENT STREAMLINING PROPOSAL
+* SUMMARY **

»  Pwrpose: Transform a ﬂ-agmcnted colleeu'oﬂ' of federal education, training, and employment
- assistance into a comprehensive and efficient workforce development system that empowers people :
topursuehfclongleammgbyupandmgthexracccsswpurchamngpowerforskﬂlummng.
proposal. : _

-; Combmesmasoeducanmandmmmgprogmmsmm4gramwemssemngadu1m,. :
youth,IndmnsandNanchmedms,andmlgrantsandseasonalfarmworkers.

ﬁk‘“ _Mﬁuldsforskinummngmwmehandsofmdmdualwmkers,mmMammservice :
. dclivery system for each system, and prescrves services for key populations. -

- Enmmsthatlocahnwgetﬁmnmalsupponmaddmonmrmumeammkedfmm
mrthaenhancwaewunmbﬂnymthreponmdsonquahty.andreqmresthatkey.
populahonsgetserved. .

> Ammm’sAdultIunﬁngSymm Creatwasmglesystemofmdmdmlpumhmngpowerby

consolidating 24 education and training programs and offering adult workers and the unemployed
.a range of choices for self-initiated lifelong learning. Encompasses dislocated worker and
dlsadvantagedadnhpmgrams,asweﬂasAduhEdumuonandaporuonofPeﬂgrantresourm '

- _CreathIa'llScholarshipwofuptoSSOOOeachyeaxfortwoywrsfordxslocatedworkasand .
. economically disadvantaged adults..

- Marketsduvdstudadbm(mlhmwmemMmgadmpaymauopm)toworkemasan‘ '
affordable way toﬁnance training at education and trammg msututlons. . _ 3

- Changestaz-wdepmmmmreduoethewstofpmchaﬂngeducanonandnaining,-
cncam-agc saving for lifelong lcammg, or both.

- Ensuresmcomcsupponbypmnanenﬂymmdmgthe.ZFUTAtaxanduansfemgnto |
- States that enact leg:slatwn to provide extended UI benefits for workers in training
programs. o

- Establishesoommaamatanyehgibleschoolforfedm'altmmngmomwsavaﬂableto '
’ _adultworkers.' : T . . -

> Amenea’s School—to—Work/Yonth Develop-clt Systems
- Establislm Job Guamntee ngmm within Empowerment Zom/EnIcrpnse Comnmmues. .
- Rgfomuyouthpmgrmuunderasingle&ameworkwithtwokeyeomponents |
" ess School-to-Work Second Chance Program consolidates JTPA Tide Il youth programs

(excluding Job Corps but including youth' set-asides for incentive grants and education
programs) Youth Fair Chance, and Youthbuﬂd into a single coordmated effort that
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intégrates work-based lmng wnh school-based instruction for high risk yout.h, emphasizes

the important role employers must play in preparing youth for the job market, mmntams
summer program funding level. _

- Allocates funds to loeal communities (Mayors, County Exccuuves)

***  Career and Technwal Prepamaon System ensures that Perkins Act funds support the
State school-to-work systems developed through the School-to-Work Opportunities Act;
consalidates 25 existing Perkins programs and set-asides; and prowdes flexibility for States
and localities to adapt to local needs. '

»  Delivery System: Retains ooredehverysystemforeachgrant system and alloeutesfundsusmga
statutory formula thmugh States to lowhﬁes. .

- One-Stop Career Center networks provnde common access to people seekmg services from the
~ various systems. Statcs and localities will be responsible for ensuring access. :

- A new labor market mfonnaaon system will provide people and employers with mformauon -
_about jobs, careers and trmmng servww.

One-Stop Federal Wazvas will create easy access to interagency waivers through a Fi

Workforce Development Council. 'This Council also develop a strategic plan for the natio
. workforce development system, set performance expectations for State systems, and develop
common terms and definitions to promote better coordination of systems and
er access and oversight,

- National activities will mclude reseai'ch, demonstration and evaluation, technical assistance
and capacity building, dissemination of "what works" mformanon, and discretionary grants
~ to address large-seale worker d:sloeahons. .

> Amonmab:lny and Better l’er!brmance: Creates more effective market-based policing of provxdets
byputnngpurdmmgpowerdlrectlymthehandsofmdmduals along with Report Cards on the
quality of education and trmmng institutions.

- Only providers of eduennon and training services that meet ehglbihty reqmrcments based |
- on quality standards will be able to participate.

~ Al recipients of Federal tmmmg dollars prowde pexformanee-based information to potennal :
consumers through Report (hrds. : .

— . State and local public policy, plannmg,mdovemghtmechmumuwﬂlmomtorandpubhsh -
reports on workforce development performanee. _ _

. »  Other Consolidatlon. Provules grantees with more ﬂm'bility by: -

- Combimng seven Indian and Nanve Amcnean programs into a single Native Amenean.
Training system, and .

- Combining four progmms into a smgle Mig‘ant and Seasonal Farmworker system.
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. AMERICA’S WORKFORCE DEVELOPMENT STREAMLINING PROPOSAL

PURPOSE

o To bring about short- and long-term improvements in workforce developmcm by
transforming federally-funded education, job training, and employment assistance
efforts from a collection of fragmented programs into a coherent, comprehensive and
efficient workforce development system in the United States.

0 . The comerstone of this system is empowering adults to pursue lifelong learning - -
through expanding their access to personal purchasing power for skill training. This
involves the usc of direct student loans and the creation of “skill scholarships™ to
enable workers to have access to skill training when they need it.

"0 - The proposal consolidates more than 60 education and training programs into 4 grant
' -systems, serving adults, youth, Indian and Native Americans, and migrant and
seasonal workers. Access to these various grant systems would be promoted through
One-Stop Career Centers. Funds would be provided by formula through States to
local commmnities. States would be provided waiver authority to facilitate the
development of integrated local education and training programs. The following
descriptions list the programs that would be incorporated in these integrated systems.

o  Unlike traditional block grant proposals that give complete discretion to Governors,
- this proposal puts funding in the hands of individual aduit workers. The proposal
ensures localities will get support in addition to States, further enhances
accountability with report cards on quality, and reqmres that key populations get

_ ~ scrved. _
L AMERICA’S ADULT LEARNING SYSTEM
o PROG SOLIDATION

—  Consolidates 24 veolunmary Federal education and training programs serving
adults into one system (cxcludes JOBS), with separate authority for national |
initiatives. -

-~ Covers dislomﬂ' worker p' rograms (JTPA Title IO, -'I‘rade Adjtisuncnt'

- Assistance, NAFTA Bridge, Defense Conversion Adjustment, Defense
Diversification, and Clean Air Employment Transition Assistance),
disadvantaged worker programs (JTPA Title DA and its various setasides,
Title IV of the Stewart B. McKinney Homeless Assistance Act and the portion
of Pell grants below the Associate’s Degree level), and a cross-cutting
program that serves both of these basic target groups — Adult Education.
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- Allocates funds by formula in single, consolxdated grants through States to
local communities.-

- Maintains current level of Pell gm.nt and JTPA Title IA targeted to the
disadvantaged by requiring a minimum percentage of funds (e, 90 percent)
be spent on disadvantaged adults. '

- .Requues mamtalmng level of adult education funds 'mrrently spent on
- remedial education, literacy, and Enghsh as a Second language and ensures

that all adults who need these services will have access to them without regard
' to income, :

- Al acnvmes currently authonzed will be included eg., rapxd response to
plant closings and mass layoffs; remedial education, literacy traimng, and
English as a Second Language; "up-front” and supportive services (such as
information about jobs and training opportunities, career planning, and
assessment including testing, and child care, transportation and needs-based

- payments) for those who need them. _

A demgnated pornon (¢.g., 40 percent) of the allocation to States for
'Federal job training and education programs will be used to support
- these activities and services. :

== Pnniarysupportforjobminingwﬂlbemadeavaﬂab]ethrough”Shlls
Scholarship” grants to mdividuals and on-the-;ob tratmng wrth _
emplOyers. '

- Prcmdes ﬂenblhty to loml oommunittes to spend adult edumtton and
supportive services funds through contracts with providers or as a
reimbursement to providers for servloes consistent with each individual
 customer’s chorce(s)

’ INDIVID SING P OWER

ill Scho will be established for dislocated workers and
eeonommlly dtsadvantaged adults adequate to finance a typical course of
training below the Assocxates Degree levell at an edumtion or training
institution. .

lPostseoondary students enrolled in less than an Associate Degree program in 1990 were
most commonly at proprietary schools (79%), private, non-profit 2-year colleges (59%), and:
public community colleges (42%), such programs aoeounted for one-third of Pell grant '
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e Funds are intended to cover the cost of year-round training and related
. expenses, e.g., tuition and fees, books and supplies, transportation, and
miscellaneous expenses. They are geared primarily for adults who

bave other financial responsibilities. '

we TheamountofthegrantlsammmumofSSOOOeachyearforupto -
two years. (The maximum Pell Grant for an undergraduate wi]] be
mcreasedtothesamelevel $3000eachyea.rz)

s= Remedral edumtron, literacy training, and English as a Second
Language are preparatory services, not funded through Skills
Scholarships, but supported and available to prepare:people for entry
into degree prograws or techmwl educatron. '

- Student M will ensure that each adult worker has access to skill building
- Tesources appropriate to each stage of a worker’s career. :

- Student loans will supplement the Skill Scholarships for workers whose
training needs exceed the training cap.

**  These loans reinforce personal rcspomibxhty by requiring mdmduals |
to share in the cost.

*¢  New repayment options (inclnding income contingcm rcpayment

' option) would be marketed to all workers as an affordable way to -

finance learning through Direct Student Loans and consolidation of -
Guaranteed Student Loans into Direct Student Loans. :

Tax Incentives will offset a pomon of the cost of training for those who seck

- _Mmﬂensureadultworkersd tnskﬁnanual]eopardywh:le
.seekingskillsandhighereamingpower '

*s . The FUTA 02 pereem surcharge on employers would be permanently
extended. This surcharge will be transferred to States that authorize
26 week extended benefit programs for individuals who entered
training by their 14th week of Ul benefits and are parucrpanng in
certified ]ob training and edueanon programs. . :

’Other maximums include: $4,000 a year for an undergraduate tlirough the
Supplemental Education Opportunity Grant program, and up to $4,750 a year for up to two
'years under the GI program and Natlonal Service scholarship program. -
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**  Aseparate, segregated State Retraining Income Support account would
"~ be established, and benefits will be available after the 13 weeks of
permanent Extended Bcneﬁts if they are paid.

- Statcs will not be able to pay over the capped amount unless they raise
additional funds dollar-for-dollar from other sources. - States will be
~ able to borrow from other State accounts to address intra-year cash-
flow problems.

IL AMERI ca's scnoouro-wonxaomﬂ DEVEQPM' SYSTEM

o OB QU&A_NE PROGRAM - . Establishes a Job Guarantce Program hnked to
_ the Empowerment Zone/Enterprise Community initiative to raise employment rates

among youth 16 to 25, Using Youth Fair Chance legislative authority, award $245 .
million in FY 1996 to the 9 Empowerment Zones expected to be sclected next month
and communities selected through a compeutmn among ‘Enterprise Commumtles.

o REFORM OF YOUTH EDUCATION AND TRAINING PROGRAMS — To
_ reform the numerous youth education and training programs currently authorized

under JTPA and the Perkins Act by transforming them into two broad grant
components under a school-to-work framework,

- For in-school youth, the proposal transforms 25 authonues in Perkins into a

. consolidated “first chance" Career and Technical Preparation system that

supports school-to-work programs in seconda.ry schools and postseconda.ry
institutions. '

- The second oomponcnt, a "Second Chanee School—to-Work" grant, targets out-
of-school youth and low-income in-school youth at risk of dropping out of
school, to give them an opportunity to rejoin the mainstream.

o CAREFR AND RATION FOR IN-S OL YOUTH -
Eunsures that Perkins Act funds suppart the President’s school-to-work strategy for
youth, -

- The proposal reforms the fragmemed system by eonsohdanng 25 programs -

- authorized under the Perkins Act into two basic grants to states. It ensures
that Federal funds for youth will support State school-to-work systems—
developed in every State with Federal support under the School-to-Work
: Opportumnes Act—beyond the early implementation phase. The proposal =
gives Statwﬂexibxhtytoadapttoloalncedswhﬂepmmonngthehndsof

- workforce preparation strategies for youth that research shows can be
effective: standards-based programs that integrate academic and occupational
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learning, school- and work-bascd lcammg, and secondary and postseconda.ry :
edumnon. : _

- Under this strategy, the reauthorized Perkins Act would include basic State
gr:mts; a single authority for national activities designed to provide techmical
assistance to States, and a “leading edge” State grant program to promote
intensive and sustained professional development for vocational education
teachers. A single State plan would be developed and jointly submitted by the
State Bducation Agency and the State agency responsible for postseconda.ry
edumnon, replacing the currcm fragmented structure.

o  SCHOOLTOWO _ AN

~  Combiaes 6 programs ~ JTPA Titles II-B, II-C (along with II-C setasides for
incentive grants aod education programs), Youth Fair Chance, and
Youthbuild - into one integrated School-to-Work Second Chance program.,

- antamenshngeohonof17,{ogm_ws1tesatmﬂent_'
: funding level of $24.8 million in FY 1996. -

'~ Allocate funds by formula to loml communities (Mayors and County'
Excmuvm) through States.

*s  Save 13 percent, ehmmatmg JTPA II-C State set-asides for incentive
_grants and education programs. :

- -Torgets year-round services and activities on poor out-of-school youth.

*+  There is great disparity between public investment in the education of
- young people who go on to college versus those who do not. The
public anpually invests roughly $5,500 in educating a high school

dropout between the agesof 16 and 24 ~ §3,800 while s/he-is in school

and $1,700 after s/he drops out. In contrast, we spend $10,800

* anmually in public funds educating a high school graduate and neatly

$25,000 educating a college graduate. (This disparity is magnified if

the money parents spend on their children’s education is included.) '

+ % The pubhc does spend a huge amount of resources on many young

. adults who drop out of school or do not go on to college in the form

of AFDC, Food Stamps, Medicaid, public housing, and criminal j Justlce

costs,- One national study estimates that the loss to the nation (m
productmty and taxes) is $60,000 for each school dropout)
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- Targct poor in-school youth at risk of droppmg out with summer jobs plus

aw,demxc enrichment.

**  Maintain the current level of cffort for summer ]Obs and require a link -
between these JObS and school-to-w0rk leamning ob]ecnves.

- -Allows local communities the flexibility to merge general Perkins vocanonal
- education money with the new School-to-Work Second Chance program.

Schools and employers can create programs tailored to spec:ﬁc community

circumstances, helping build local commitment to the program’s success. . -

- Authonm all activities presently carried out unde:r ‘separate categorical
programs, maintains funding at the FY 1996 level with a formula distribution
of funds to localities, and reqmres support for school-to-work objectives.

**  The youth effort will emphasize work-based and contextual learning
and employer connections, focus on lowering the dropout rate for -
youth seriously at-risk of leaving school, and concentrate on identifying

~ school dropouts and enrolling them in alternative work-based learmng
. activities. _ _

o Rwill o&er adult mentormg and two years of follow-up after job
: placement.

- Authorizes capacity-building activmes to reach out and link employers with
schools, connect work-based and classroom-based learning, and help States
- and localities adopt school-to-work models and exemplary practioes.

**  Launcha serlos of Youth Innovation Demonstrations that link training
and work at all phases of service delivery and feature contextual
Jearning, work-based components, internsbips, mentoring, and skills
development. These efforts will be supported by $15 million in FY.
1996 and require significant local commitment, inclnding matching
funds. Aporuonofthescfundsmayalsobeusedtoevamatethe-_
effectiveness of the Job Guarantee Programs in Empowermcnt
Zones/Enterpnse Communities. _ .

* DELIVERY SYSTEM

' Core delrvery systems will be maintained for the Adult Lea.mmg System, the School?

to-Work Second Chance Program, and the Career and Technical Preparation for In-

-School Youth system. Unified service areas will be established in all States for

workforce preparation and development programs, in consultation and cooperation’
with localities. Allocation formulas will be used to dlstributc funds to State and local
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communities for the Adult Leammg System, the. School-to-Work Second Chance

Program,.and the Career and Technical Preparation for In-School Youth system.
One-Stop Career Center networks will streamline access to services and promote

mtegrat:on.
o ONBSTOP CAREER CENTER NBTWORKS

- A network of One-Stgp_ Career Centers will serve as common access for all
Americans to a broad raoge of high-quality job finding and employment
assistance services, while responding to each person’s needs.

@ Through One-Stop Centers, job seekers, persons interested in training, and

employers will access: (1) current information on available employment-

. / related services, including performance-based information on training service

)\A L providers; (2) help in filing initial claims for unemployment insurance and in

\\ oS \’”V 5 assessing eligibility for many programs and services; (3) career counseling and

. J( l | exploration, including skill requirements of various jobs, job vacancy -
Ab' M\/} {b n T \ announcements and listings; (4) job search, job recruitment, referral, and

_ l placement services; and (5) prehmnary assessment of slnlls, apntudes, _
ﬂr 'v*'( ,y(;hf‘ Jr abilities, and supportive services. R
fv! _ ' '
( _ #* . Centers would prov1de these basic services at no charge to mdividuals
78/ 0 A ' or employers requesting services.
. 4 [ ({ * )’* § - Centers would be authonzed to develop student financial eld packages or
i’ i A refer individuals to training institutions, where such packages could be
W Y. (Wv\q. : developed. . :
I\\\ ) ,3 - . Implementation Grants would be authonzed to facilitate the establishment of
M. ' one-stop systems in leading-edge States and loalmes.
N Con ‘ .
ar A Y b ~  Career Centers will provide individualized job search, career counselmg and
L %,LM : ~ planning, case management, and support services for those who have problems
1 V}Tf  finding a job or who need high-support services.

X\ - Within a loml area, Career Centers will use common deﬁmuons, proeedures
TN : and forms for receipt of services.

o QQMMON ACCESSZ_N_Q WRONG L)mR

- Common access pomls will be estabhshed at elxgible education and training
institutions (e.g., commumty colleges) for federal uammg resources available .
to adult workcrs. ' _
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o LABOR MAR@[ INFORMATION :

- A Natlonal Labor Market Informauon System would be estabhshed by the
Secretary of Labor that builds upon and strengthens existing capabilities at the
Federal, State and local levels to prov1de workers and employers with
_information about ]obs, careers and trammg services.

o EEQM___S
- Easy, One-Stop access to interagency waivers will be created through a

Federal Workforce Education and Training Council, comprised of Secretaries
of Labor, Education, HHS and Veterans’ Affairs, and Director of OMB

(Presxdcnt may add other members) In addition to waivers, the Councll will: -

** - Develop a strategic plan for a nanonal workforce preparatxon and
devclopment system, - :

¥ Set pg'_f_qrmanoe g_xmctanons for each State’s workforce development o
system, including provmon for customer feedbaclg and

.**  Develop common terms and definitions to promote better ooordmatlon
- of programs and services, and to enhance consumer aocess and

ovcmght.

"~ Waivers from statutory and regulatory requirements uoder the various
workforce prepara.non and development programs would be authorized. -

b Wawers would not be permitted that would alter the broad purpose of
the program; the allocanon of funds; civil rights, etc,

**  Examples of waivers that could be granted include the use of common

- deﬁmtlons and terms, cotnmon performance standards, collection of
common participant and program data; and common cost categones
and oost hrmtanons. -

- National Activities. authonzed for each grant system mclude research,
demonstration and evaluation; technical assistance, eapacxty building and
information dxssexmnanon. o

- Qw would be authorized to address large-smle
worker dislocations and those caused by natural disasters. |
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IV. ACCOIINTABILI'IY AND Qﬂﬂg!! X

0 Creates morc effective market-based quahty control of providers by putnng -
- purchasing power directly in the hands of individuals along with Repon Cardson the
quality of educatlon and training institutions. It requires: :

- Mmugggm&m_mforpwwders ofcdumuonandmmgsemcesbascd |
on quality standards. . _

~ Gatekeeping Requircinents will ensure that each State establishes a
performance-based system, using provider information to 1mprove programs
a.nd weed out non-performers. _

**  To receive funds, an education and training pr(mder must be eligible
. to participate in Title IV of the Higher Education Act or determined
eligible under alternative ecligibility procedures developed by the
Secretary of Labor, in eonsultatxon with the Secretary of Education.

- Any provider that desires to receive Federal fonds will provide
performancc mformaImn (outoomes) ona i'egular basis to States.

**  Each local service area will have the ﬂcxlbihty to determine whether
performance information will be prowded at the program or institution

" level.
- Report Cards for Training Institutions

= Al 'recxpxchts of Federal training dollars from the workforce
preparation systems would be required to provide "Consumer Report" -
style mformatxon on the successes of then' students.

**  States would be mponsiblc for making mformauon easily available on
" acontioual basis to potential education and training customers.

*s  Ineffective service providers would no longcr be eligible to receive
provi
' Fedcral funds. .

- State and local public policy, planning, and oversight mechanismos will be -
responsible for planning, program xmplcmentatwn, and momtonng .
pe_rformance/quality .

*s  Bach State wﬂl be required to submit a smgle State Plan in order to

<) M;t?;;?
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- **  Boards will be compnsed of employers, labor, edumhon, and others

V. Q’l‘HER PROGRAM CONSOLIQAHON

o NATIVE AMERICAN TRAINING SYSTEM ~ Combines 7 Native American
programs into a single grant to each Indian and Native Amenmn grantee, provxdmg‘
mder flexibility for the use of these funds.

. Com;ohdates JTPA Title II-A set-aside for Natwe Amenmn Employment and
- Training programs, JTPA II-B set-aside for Native American Summer Jobs,
Indian Education-Adult Education (DOE), Rehabilitation Services-Basic

Grants for Indians (DOE), Tribally Controlled Postsecondary Vocational

Institutions (DOE), Vocational Bducation-Indian and Native Hawaiian Set :

Asnde (DOE), and Indian Employmem Assistance (DOI). '

- Contmues to require all activities earned out under the separate programs but
provides combined funding and greater flexibility in the use of fundmg to
relevant Native American groups _

0 _IngRANT AND SEASOEAL_ WORKER SY. STEM Combmes four programs
into a single grant to each MSFW grantee.

—  Consolidates JTPA Title II-A set—amde for Migrant and Seasonal'

- Farmworkers, ngrant Education-H.S. Equivalency (DOE), Migrant
Education-College Assistance (DOE), and Migrant armworkers and

Imrmgrant Education (DOE)

- Continnes to require all activities carried out under the separate programs but
provides combined funding and preater flexibility in the use of funding to
relevant Migmnt and Seasonal Worker groups. :

o _@M The authorizations for “specified Federal training a.nd education
: programs (for example, Food Stamps Employment and Training) would be repealed.

V1. ASSESSMENT OF WORKFORCE DEVELOPMENT PROPOSAL
o Pro’s mclude |
- Stgnals major reform of the education and training system by. establishmg a
new adult learning system through consolidation and provndmg significant

resources to support this system.

~ - Creates a single Skill Scholarship resource account for adults, aocommodatmg
_' 9-month academic and 12-month training courses, and devolving fund
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management to Statcs and local communities thereby, encouraging more
efficient and effective management of the funds- -

ks consistent with Administration’s notion of & social contract, with mutual

obligations by the government and its citizens.

. Provides mainStream assistance to the disédVaﬁtaged while ensuring that those

among the disadvantaged who need considerable up-front apd supportve
services as well as sldllualmngcan access them by maintaining cusrent

Provides funds directly to local commusities, and will likely receive the
support of the national association of commuunity colleges (that supported
REA) and proprictaxy_schools. _ - o

Provides fexibility to local communitics by broadening waivers in the.Youth
Development system to encourage local creativity and help "integrate” the two
elements of the school-to-work system. o

Builds on what we kow works through research and expericnce.

o Con's include:

-

Has a large price 1ag ats iim_e when Congress and the Adminisﬁation are
streamlining investments. ' I
May be fought by education groups intercsted in maintaining & sipgle Pell -

grant account. : T I S

- May cré.ate political battles amoDg cml rights and other advocacy groilps and

Congress.

Raises concerns about most appropriate use of FUTA resources.

x\etr\newleg1128



THE WHITE HOUSE
WASHINGTON

January 28, 1995

MEMORANDUM FOR GENE SPERLING

FROM: PAUL DIMOND
SUBIJECT: MBR COMMUNICATIONS
CC. BILL GALSTON

Gene,

1. Jack Donahue is drafting a 2-pager on the G.I. Bil/ETR component; Maureen (with
Treasury) a 2—pager on the Tax Deduction; Jerry Girardi a two—pager on the IRA and child
care credit. Jack and I will be preparing a one or two—page bullet summary of the entire
MBR. Each party is also working on relevant Q's and A's and will deliver their drafts with a
disk before the meeting. I am not sure that I will have all of these tonight so that I can edit
and put them in a common format for hand-out tomorrow at 2 p.m. At this meeting, I think
that we should address the communication strategy as well as the basic materials.

2. Gene, attached is my attempt to answer the basic economic/budget questions raised, with
charts attached that make some of the main points very graphically. I will transmit the text
as data file so that you play with it tonight if you want.

3. The issue papers on specific issues (e.g., gatekeeping; how Pell and Skill grants interact,
etc.) on the GIBill/ETR component are being completed and will be available by Wednesday.

4. Finally, I think that we (i.e., Bill, Gene and Paul rather than OMB) need to start convening
the weekly up-date/issue meetings on the ETR/GI Bill component of the MBR. With Belle
gone, I don't think we should leave this for Ken Apfel to get up to speed; more importantly,
I'm not convinced that OMB is institutionally situated to lead the campaign for the MBR
from this point forward. I would like to schedule the next meeting for Thursday or Friday, in
the context of the specific issue papers and the overall MBR communication strategy. Please
advise whether you agree, and I will make sure that a notice gets out.

el



Q. Why is the Clinton Administration proposing a middle class tax cut at this time?

A. The President campaigned on the promise of a tax cut for working Americans ~— as long
as it contributes to the economic recovery and as soon as it can be honestly paid for in the
context of essential deficit reduction. The President's 1993 Economic Plan provided a down—
payment on this promise through a tax cut of up to $1,000 per taxpayer for working families
with incomes of less than $27,000. The results of the President's 1993 Economic Plan —
over $600 billion in deficit reduction over five years, the lafgest deficit reduction package in
the nation's history —— now provide the opportunity for additional tax cuts for middle-income
working families. As a result, the President is proposing to phase—in a tax cut of $60 billion
over five years for middle-income families: a credit of $500 per child, a tax deduction for
investments in education and training worth up to $2800 per family, and an expanded IRA to
encourage each taxpayer to save up to $2000 per year. In order to preserve the deficit
reduction in his Economic Plan, the President proposes to pay for this tax cut through
additional, specific cuts in federal spending.

Q. But wouldn't further deficit reduction rather than a middle class tax cut provide more
benefits over the long—term?

A. When the President took office the federal budget was out of control, with an annual
budget deficit of over $300 billion projected by the Bush Administration. The President took
responsibility for getting our federal fiscal house in order, and his tough choices have led to
reductions in the annual federal deficit for three straight years, the first time that has
happened since President Truman. Having succeeded in reversing the rising tide of red ink in
the federal budget, the President believes that it is time now to focus our attention on the
other fundamental problem that has been plaguing the national economy for almost a
generation —— the stagnation in the incomes of America's great middle class. But we must
tackle this problem without adding to the deficit; and we can't begin to address this problem
by targeting tax relief on the small proportion of families making over $100,000 or $200,000 .
per year, who have not suffered from stagnating incomes over the past 15 years.

Q. Can you explain why the President's proposed tax cut is targeted on providing tax relief
for middle income families and on encouraging investments in education and training?

A. Four reasons. First, America's once great and growing middle class has born the brunt of
the changes in the economy and the failure of the 1980's, trickle-down economics —- no
growth in the median family income but a four—fold increase in the national debt, to over
$60,000 for every family of four in the country. From 1979 through 1992, the top 5% of
American families by income captured over half of the growth in family incomes, and the
next 15% by family income captured virtually all of the rest of the growth. See Chart 1.
This contrasts sharply with the prior generation when the incomes of American families were
all growing smartly together. See Chart 2.

Second, the benefits from the strong recovery accompanying the President's 1993 Economic
Plan have not reached all Americans: the incomes of middle class families are still stuck. It's



therefore time that hard—working, middle class Americans get some tax relief to help them
pay for raising their families.

Third, rather than cutting taxes to benefit the rich as in the 1980's, the President's proposed
Middle Class Bill of Rights will target most of the tax relief on families earning $30,000 to

- $100,000. See Chart 3. In contrast, the Republican tax proposal just compounds the sorry
story of the 1980's by targeting most of the tax relief on upper income families who already
carn more than that and who were the only beneficiaries of the trickle-down economics of
the 1980's. See Chart 4. Coupled with the tax cut enacted as part of the 1993 economic plan
for families earning less than $30,000, the President's total tax cutting package will fulfill his
campaign pledge to provide middle class, working American families with a tax cut to help
them pay for raising their children and investing in building a better future for themselves and
their families. See Chart 5.

Finally, the President's Middle Class Bill of Rights builds on his 1993 Economic Plan by
targeting the tax cuts to help pay for raising children and to encourage investment in
education and training, buying a first home, paying the costs of caring for sick children and
parents, and saving for a better retirement. These hold the keys to securing the middle class
dream for millions of American families battered by the economic changes and stagnation in
family incomes over the past generation. Investing in developing new skills to meet the
demands of the new economy also holds the key to raising family incomes. Just as with the
original G.I. Bill two generations ago, the President's Middle Class Bill of Rights puts the
resources to learn and apply new skills in the hands of the individual: hard—working
Americans can then take personal responsibility for seizing this opportunity to earn higher
wages at more productive work in the years ahead.

Q. Why the President's sudden commitment to lifelong leaming and investing in education
and training as a strategy to build the earning power of American families?

A. The premise of your question is just plain wrong. The President campaigned on the
promise of putting people first as the way to build a better future for all Americans. In the
new, globally competitive economy, the returns to education, training and skills are higher
than ever before. As a result, the President proposed and the last Congress enacted major
new investments to build the skills of today's children and youth so that they can better meet
tomorrow's challenges: )

° nurturing healthy pre—schoolers through expanded immunization and Head Start

° working in partnership with the private sector, states and local school districts to
encourage all of our elementary and secondary schools to help our children learn to
world-class standards

° establishing new partnerships in all 50 states with the private sector and community
colleges to help all of our youth make a successful transition from secondary school to
rewarding careers of work and continuous learning

. making loans for post—secondary education and training more affordable for all,
including through a new "pay-as—you-can" option that provides for repayment at the
pace an individual's future income permits
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® enabling individuals to serve in communities all across the country and, in exchange,
to earn money to pay for college.

Together, these represent the substantial down-payment for'children and youth on the
President's commitment to lifelong learning and building skills for all Americans. The Middle
Class Bill of Rights completes this commitment for America's workers: the targeted tax cuts
will put additional purchasing power in the hands of middle class American families who
want to invest in learning new skills to earn higher wages; and the final component —— a new
G.I. Bill for American Workers —— will put additional purchasing power and good
information in the hands of American workers so that they can make their own informed
choices about how they want to learn new skills, to advance their own careers, and to earn
higher wages at more productive work.

Just as with the G.I. Bill two generations ago, the President proposes to invest in people
directly so that they can take personal responsibility for building a better future for
themselves and their families. This holds a lot more promise for actually building a better
future than engaging in the tired old debate about whether federal or state bureaucracies are in
a better position to tell American workers what training is best for them. After all, each
individual —- not any federal or state bureaucrat, or even any teacher or manager —— has the
greatest personal stake in the outcome of learning new skills and engaging in more rewarding
work that earns a higher wage. The President's proposal will, one again, open the dream of
growing middle class prosperity to every American who is willing to take responsibility for
learning and applying new skills to compete and win in the 'new economy. By empowering
people to take charge of their own future, ordinary Americans can succeed in the years ahead
in building family income.




CHART 1

1979 to 1992 -- Who Got the Growth?

Shares of Average Household Income Growth

Percent Accruing to Income Group
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Source: Based on data from the Census Bﬁreau, Current Population Survey. Household income is in constant 1992
dollars, and adjusted by CPI-U-X1, and population is normalized to a constant level.
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1950 to 1978 -- Growing Together

Real Family Income Growth By Quintile
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SOURCE: Bureau of the Census, Department of Commerce. All data converted to 1993 dollars.



Who Gains from the Republican Contract?

Distribution of Tax Cuts by Family Income Group

Percent of Tax Cuts

Less than $30,000- $50,000- $75,000- $100,000- More than
$30,000 $50,000 $75,000 $100,000 200,000 $200,000
Family Income Group

Source: Office of Tax Analysis, Department Sf Treasury.



Who Gains from the Middle Class Bill of Rights?

Distribution of Tax Cuts by Family Income Group

Percent of Tax Cuts

35

Less than $30,000- $50,000- $75,000- $100,000- More than
$30,000 $50,000 $75,000 $100,000 200,000 $200,000

Family Income Group

Source: Office of Tax Analysis, Department of Treasury.
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Who Gains from the Middle-Class Bil-of Rights?

istribution of Tax Cuts by Family Income Group
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Source: Office of Tax Analysis, Department of Treasury.




