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THE WHITE HOUSE

WASHINGTON

March 11, 1994

MEMORANDUM FOR THE PRESIDENT
FROM: PAUL DIMOND

SUBJECT: BACKGROUND ON DETROIT DIESEL

Proposed Theme. "The State of Michigan didn't volunteer to be the leader in the
technological and global change in our industrial base from the old means of mass production
for domestic markets to the new means of flexible production for global markets. In the
1980's Michigan lost 280,000 of the old manufactunng jobs, 180,000 due to plant closing and
layoffs from the Big Three alone. The untold story is that during this same time, the workers
and the entrepreneurs, labor and management in Michigan rolled up their sleeves and decided
to work harder, and smarter, and together: 11,000 manufactuning firms created 275.000 new
jobs, while engineering, design, soft-ware, marketing and other industnial service tirms added
another 95,000 jobs to the Michigan economy. Today, Michigan is leading the way in
building a new, world—class industrial base of flexible, high—quality, customer-responsive
manufacturing. And Detroit Diesel —— with the leadership, cooperation, and vision of its
CEO Roger Penske and UAW President Owen Bieber —— are showing all of us how to
compete and win in the global economy by making change our ally for growth rather than our
enemy of progress."

Background. Detroit Diesel began operations on January 1, 1988, as the successor to the
heavy-duty diesel engine business of the Allison Division of GM. At the time of this spin-
off, the relations between labor and management were a mess, and domestic diesel business
was in decline, with a fall in domestic market share from 25% in the mid-70's to less than
3% in 1987. Bieber and the UAW Plant Chairman Jim Brown worked with Penske and the
new management of Detroit Diesel to transform the company into an entrepreneurial, flexible,
high skill manufacturer of a wide array of advanced diesel engines with integral electronic
controls. Penske didn't just talk about changing the corporate culture: working with the
UAW, he did it. He immediately renegotiated the profit-sharing provisions; and UAW
members have received profit-sharing payments every year since. Other examples include a
state—of-the-art fitness center, improved training and increased responsibility for front-line
workers, and a joint commitment to quality, total customer satisfaction, and resolving labor—
management differences constructively. The result: a remarkable 22% turnaround in
domestic market share and increasing export to many foreign markets by 1993.

In 1993, in the face of a 19% decline in year-to—year sales due to the down-sizing
military, Detroit Diesel increased total sales more than $200 million and doubled its earnings















Wilkie draft of 3/13/94 10:00 a.m.
The President of the United States
Arrival in Boston, Massachusetts
Rowes Wharf
March 14, 1994

Sen. Kennedy. Sen. Kerry, Congressman Moakley, Gov. Weld, Mayor Menino,
and all of my friends who have come to greet me, it’s great to be back in Boston.

I’ve just come from a two-day conference in Detroit with leaders of the world’s
major industrial nations. We met on how to create more high-paying jobs for our workers.
You know, whenever I'm in Washington, everybody worries about my job all the time, but
the more I get out of the Capital, the more folks start talking about your jobs for a change.
Maybe I should come to Boston more often!

['ve read the news about the layoff announcements last week at Raytheon and
Fleet Bank. All the advanced countries are having similar problems right now. No nation
has all the answers, but we can learn from each other. So, this was the first global
conference ever on how to create high-skilled, high-paying jobs for more of our people.

I don’t want to get into too many details, but let me just say that if America is
going to compete and win in the new global economy of the 21st Century, we must find
ways to sell more of our products to people overseas, develop and master the new
technologies of the future, and invest in the education and training and skills of our workers.

No state is better prepared to take advantage of these opportunities than
Massachusetts. You have rapidly growing software design firms that already do half of their
business overseas. You have companies on the leading edge of worldwide environmental
clean-up. And you have leaders in Washington like Ted Kennedy, John Kerry and Joe
Moakley, who are helping me build new opportunities for middle-class America.

When I came into office, the critics said our economic plan wouldn't work, but
after a year, we cut the deficit by $130b more than we said we would, and our economy
generated two million new jobs, 90 percent of them in the private sector. At this pace,
we're going to see two million more new jobs by the end of this year.

We expanded the earned income tax credit for working families who make less
than $27,000 a year. In Massachusetts, that means lower taxes for 184,494 families. We
also created tax incentives for entrepreneurs who invest in small businesses and new jobs.

When I came into office, the critics said we couldn’t pass NAFTA, that we
couldn’t get trade agreements with the Japanese. But we proved them wrong. The markets
we've opened and the agreements we’ve signed make this the best year for trade ever.

This city and this state have the finest universities in the world. Thanks to Ted
Kennedy and others, we reformed the college loan program last year. We toughened the
collection process and made student loans more available to more middle class families.

We created a National Service corps to give young people an education in
exchange for community service. And I put a man from Boston named Eli Segal in charge.
Last year, when the other party tried to stop our idea in the Senate, Ted Kennedy got us
through the gridlock. On issue after issue, he has gotten us key Republican votes when we
needed them, because no one in Washington understands the United States Senate better than
he does.




We want everyone in America to have access to a world-class education, not just
the students who go on to college. We've launched a school-to-work job training program,
and we’re going to set tough, national, educational standards to challenge the Boston Public
Schools to work as hard at educating your children as the best public schools in America.

This region has the finest hospitals and the finest doctors in the world. We’re
trying to reform the health care system so we can keep what’s best about it and still bring
costs under control. Who runs the two most critical committees for this bill in Congress?
Ted Kennedy in the Senate, and Joe Moakley in the House. With their help, I'm going to
try to give every American a choice of health care plans as good as the plan you give us in
Washington.

Thanks to them, the first law I signed after becoming President was a law to give
people time off from work to care for a new baby or a sick relative at home, without fear of
losing their jobs. That idea had been vetoed and rejected for years. We made it the law of
the land in two weeks.

Nobody wants government on their backs, but everybody needs government by
their side. Look around you. Look at the Central Artery, the downtown highway that’s
being moved underground. Look toward Logan Airport, where the third harbor tunnel is
going to go. Look at Boston Harbor, where the clean-up effort is underway.

All of these things are going to have a massive impact on New England’s
regional economy. These projects are creating a total of 25,000 jobs over the next 8-10yrs,
so your economy can run smoother and faster and create more jobs down the road.

In the four years before I became President, Massachusetts lost one-third of a
million jobs. The mini-computer industry collapsed. Real-estate values fell. But since our
administration took office, Massachusetts has seen 46,000 new jobs, low interest rates, and
more attention from Washington to the kinds of things that are going to make you grow.

Every momning in the White House, I wake up and go to work for you. Some
people in Washington tell me to slow down. They say, "Mr. President, don’t try to do so
much. Don’t work yourself too hard.” Well, let me tell you something. New England --
ever since the early days of its history -- never got ahead by taking the easy way out.

This great, historic city wasn’t built by people who took it easy. Your colleges,
and hospitals, and world-class software design firms weren’t built by people who took it
easy. All the immigrants who came here speaking Irish or Italian, Portuguese or Cambodian
never got ahead by taking it easy. And I didn’t go to Washington to take it easy either.

When I go back, I’'m going to be thinling about you every day. Your jobs.
Your schools. Your health care. The 21st Century is going to be an exciting time for
Boston. You’ve got a thoughtful Mayor in Tom Menino. You’ve got good people in
Washington. And you’ve got a friend in the White House giving you everything he’s got.

Thank you, and God bless you all.
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THE WHITE HOUSE

WASHINGTON

March 11, 1994

DNC NEW ENGLAND PRESIDENTIAL DINNER

Date: March 12, 1994

Location: Boston Park Plaza Hotel
The Imperial Ballroom

Time: 8:25 p.m. - 9:25 p.m.

From: Reta J. Lewis, Political Affairs

PURPOSE

You will participate in the DNC’s New England Presidential Dinner Fundraiser.

BACKGROUND

The DNC has worked with supporters in the states of Massachusetts, Rhode
Island, Maine, Vermont and Connecticut in organizing the New England
Presidential Dinner. The event is expected to raise approximately $1.2 million for
the DNC. The Democratic congressional members from each of the six states
were invited to attend as guests of Chairman David Wilbhelm.

Congressional members in attendance will include Senators Kennedy and Kerry
and Representatives Olver, Meehan, Markey, Moakly and Kennedy of
Massachusetts. Boston Mayor Thomas Menino will also attend.

PARTICIPANTS

See attached list of dinner table guests.

PRESS PLAN

Open press.




PAGE 2, PRESIDENTIAL DINNER

vl.

SEQUENCE OF EVENTS

-You will be announced into the Imperial Ballroom accompanied by Chairman
David Wilhelm,

-You will sit briefly with a group of event chairs and dinner chairs prior
to the start of the program.

-Performer Lea Salonga ("Miss Saigon") will sing 4 Whole New World.

-Alan Levanthal introduces Chairman Wilhelm.

-Chairman Wilhelm makes welcoming remarks and introduces Senator Kerry.
-Senator Kerry makes remarks and introduces Senator Kennedy.

-Senator Kennedy makes remarks and introduces Mayor Menino.

-Mayor Menino makes remarks and introduces you.

-You will make remarks and then depart.

REMARKS

Prepared by Speechwriting.
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Remarks for New England Presidential Dinner
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FROM:  Reta J. Lewis, Political Affairs 2911- oSk S

MEMORANDUM FOR THE PRESIDENT A

RE: Political Briefing--Boston, Massachusetts

1992 PRESIDENTIAL ELECTION RESULTS

Boston =~ Massachusetts

Clinton 62.0% 48.0%

Bush 23.0% 29.0%

Perot 14.0% 23.0%
POLITICAL OVERVIEW

1994 Gubernatorial Race. Republican Governor William Weld was elected in 1990 with
50 percent of the vote in a tight race against Democrat John Silber and a relatively
unknown independent. Weld remains in a strong position heading into the 1994 election
with a favorable/unfavorable rating of approximately 62 percent/30 percent. Weld and
Lt. Governor Paul Cellucci officially kicked off their respective campaigns on
Wednesday, March 9th with a rally in Boston. During his remarks, Weld called for a
$270 million tax cut, which would enable him to "give back $100 to each taxpayer" and
"pump up” consumer spending. Weld and Cellucci also held rallies in Springfield,
Werchester and Dartmouth. Weld has raised approximately $1.7 million for his 1994
campaign. The Boston press has speculated that if re-elected, Weld may leave office in
1996 in order to make a bid for the Presidency or Vice Presidency.

State Legislator Mark Roosevelt, grandson of Teddy Roosevelt, will seek the Democratic
nomination, running on a progressive platform appealing to the gay community,
environmentalists and abortion rights groups. State Senator Michael Barrett has also
announced his candidacy. Barrett can rely on the support of former Massachusetts
Chair Steve Grossman, while Roosevelt has the backing of former DNC Chair Paul Kirk.
Congressman Joe Kennedy is still rumored to be considering a gubernatorial bid,
although these rumors have not been substantiated by Kennedy or his staff.




In addition, former-Boston mayor and current U.S. Ambassador to the Vatican Ray
Flynn may vacate his post to seek the Democratic nomination. According to recent
articles in The Boston Globe, Flynn recently sought a part-time teaching position at
Northeastern University as a means of supporting himself during his gubernatorial
campaign. Furthermore, a major set-back for Flynn’s candidacy may be the
embezzlement of as much as $240,000 by a campaign aide from the Flynn campaign
accounts. Flynn aide Douglas deRusha allegedly forged checks to himself from the
campaign accounts for over a year, listing phony payments to vendors and credit cards as
a cover-up. Flynn is now reported to have approximately $370,000 cash on hand for his
1994 campaign, as opposed to the $497,973 reported at the end of 1993. The
investigation into Flynn’s campaign spending has also led to a series of stories regarding
questionable campaign spending by Flynn during his tenure as Ambassador to the
Vatican.

A poll conducted by The Boston Globe this week indicates that roughly 63 percent of
Boston voters feel that Flynn should "stay in Rome as Ambassador to the Vatican and
not run for governor." The poll also shows a net-negative rating of Flynn in Boston of 35
percent "favorable" to 41 percent "unfavorable.”" In the same poll of 435 voters, the
rating of Governor Weld was "favorable” by 41 percent of the voters and "unfavorable”
by 30 percent of the voters. A January poll conducted by Opinion Dynamics Research of
Cambridge showed Flynn with a 56 percent "favorable” rating and a 27 percent
"unfavorable” rating.

Note: The most recent news reports indicate that Flynn will reenain in Rome at the
suggestion of the State Department. Flynn was scheduled for an 11-day visit to the United
States, which would include stops in New York, Miami, Providence, Holyoke and Boston.

The 1990 Democratic nominee and Boston University President John Silber "is taking a
serious look at running for governor again" as an Independent. Running as an
Independent would "spare him a primary fight and set up a three-way race where a
liberal Democrat might draw suburbanite liberals away from Governor Weld.”

Regardless of the party nominees, the economy will be a key issue during the 1994
gubernatorial race. A new report by the State University of New York found that
Massachusetts lost the highest percentage of jobs (12.4 percent) during the recession, and
is one of only seven states not having experienced significant job growth since its
economic low point. Governor Weld's economic record still lags behind the worst of
months of former Governor Michael Dukalas’ last term in office.

1994 Senate Race. Senator Ted Kennedy is not expected to face stiff competition in his
1994 re-election bid. His job performance and favorability ratings have regained strength
in the last year, with his job rating remaining around 62 percent "excellent/good" in
recent months.




The Republican Party is having difficulty attracting a high profile candidate to run
against Kennedy. Former Secretary of Transportation Andy Card, who many believed
had the best chance of unseating Kennedy, announced in 1993 that he will not seek the
GOP nomination. Announced candidates for the GOP nomination include radio talk
show host Janet Jeghelian and Boston businessman Mitt Romney, son of former
Michigan Governor George Romney. Jeghelian, who many consider the most legitimate
opponent to-date, has begun alluding to Kennedy’s "tarnished image from his former
bachelor lifestyle” and has stated that his background will be one of his campaign issues.
Jeghelian also launched a radio ad in early December “accusing Senator Kennedy of
using the national health care program as a re-election prop.” Both Jeghelian and
Romney registered themselves as Republicans only a few months ago, after learning they
had to be GOP members to win their party’s gubernatorial nomination.

Jeghelian is pro~choice and expects support from traditional women’s groups. She has
set her fundraising goal at approximately $4 million. She raised only $50,000 in 1993.
Romney has said that he will spend up to $2 million of his own money for his campaign
efforts, and has raised approximately $265,000 to-date. Senator Kennedy has been
working hard to bolster his personal image and has raised a tremendous amount of
money. He currently has a campaign treasury of more than $3 million, nearly two-thirds
of which comes from sources outside the state. Kennedy announced that he is not
accepting any PAC money for his 1994 campaign.

BOSTON MAYOR THOMAS MENINO

Mayor Thomas Menino defeated State Representative James Brett by a wide margin in
the November Boston mayoral runoff. Menino, the city’s first Italian-American mayor,
received 64 percent of the vote in the November runoff election against state
Representative James Brett, who received 36 percent of the vote. Menino previously
served as the Boston City Council President, and as Acting Mayor following the
resignation of former Mayor Flynn. A recent Boston Globe poll shows Menino with a 52
percent "favorable” rating among Boston voters, compared to a 12 percent “unfavorable”
rating and 35 percent "neutral” rating.

CONGRESSIONAL DELEGATION

U.S. Senator Ted Kennedy (D). Senator Kennedy is a member of the Armed Services;
Judiciary; and Joint Economic Committees. He also serves as Chair of the Labor &
Human Resources Committee.

U.S. Senator John Kerry (D). Senator Kerry is a member of the Banking, Housing &
Urban Affairs; Commerce, Science, & Transportation; Foreign Relations; Small
Business; and Select Intelligence Committees. He will face re-election in 1996.




The Members of Congress in Massachusetts are:

John Olver (D) Richard Neal (D)
Peter Blute (R) Barney Frank (D)
Marty Meehan (D) Peter Torkildsen (R)
Edward Markey (D) Joseph Kennedy, II (D)

Joseph Moakley (D) Gerry Studds (D)

1994 ELECTIONS -- POTENTIALLY MARGINAL CONGRESSIONAL SEATS

John Olver (CD1). The NCEC has rated the 1st congressional district Potentially
Marginal /Leaning Democratic. Oliver currently has no serious opposition to his re-
election bid.

Peter Blute (CD3). The NCEC has rated the 3rd congressional district Marginal. The
primary battle for the 3rd district will include Moakley aide James McGovern, state
Representative Kevin O’Sullivan, physician John Walsh and Oxfam America’s James
Arena DeRosa.

Martin Meehan (CDS). The NCEC has rated the 5th congressional district Poteruially
Marginal/Leaning Democratic. Meehan currently has no announced competition for his
seat.

Peter Torkildsen (CD6). The NCEC has rated the 6th congressional district Marginal.
The Democratic primary race for the 6th district will include state Representative Jeff
Hayward, former state Senator Nick Costello and attorney John Tierney.

Edward Markey (CD7). While Markey represents a solidly Democratic district, he will
face Republican opposition from former prosecutor Brad Bailey.

CABINET ACTIVITY FOR PRESIDENTIAL DINNER

On Friday, March 11th, Secretary Cisneros participated in a brief meeting with key
supporters of the New England Presidential Dinner. In addition, Secretary O’Leary will
participate in a breakfast with other key supporters of the dinner on Thursday, March
17th.














































MABBACHUBETT8 BTATE
BAVINGB UNDER HEALTH BECURITY ACT

Massachusetts State will save $2.4 billion in public health care spending between 1996 and 2000.

CHANGE IN SPENDING UNDER THE HEALTH SECURITY ACT
IN MILLIONS OF DOLLARS

¥ 1l
1996 1997 1998 1999 2000 TOTAL
(1996-2000)

Acute Care NA $100 ($280) ($539) ($719) ($1,438)
Medicaid
LTC Savings ($97) ($147) ($156) ($149) ($137) ($686) |
State employee NA NA NA NA ($291) ($291)
health care
spending
TOTAL PUBLIC ($97) ($47) ($436) ($688) ($1,147) ($2,415)
BAVINGS

In addition, the private sector

years not available.)

will save $1.6 billion in lower

premiums in FY 2000 alone.

(Earlier






Recent estimates indicate that there are 28,000 people from Maine to Maryland with
at least part-time dependence on commercial fish harvesting. In addition, 11,000 are
involved in processing and wholesale. A fifty-percent decline in economic activity in these
industries suggests a potential dislocation of 20,000 workers, primarily in Massachusetts and
Maine.

The Plan for Strategic Assistance

The first step is underway. Conservation measures are being taken to ensure a return
to productive fish stocks. These measures should help reduce overcapitalization in the
fisheries -- one of the leading causes of overfishing and reduced profitability.

The second step is to deal with the economic impact. Commerce has hosted town
meetings to assess the needs of distressed fishing communities. It is a bottom-up approach
that provides for industry sustainability, economic diversification, and rightsizing of the
fishing fleet. In addition to the $25 million from the earthquake supplemental, Commerce
has at least $4 million from existing resources for direct assistance to New England fisheries.
We continue to search for additional sums.

Commerce will act as a clearinghouse to help the region and fishermen access
assistance from other federal agencies. In addition, Labor, SBA, HHS, and HUD may help
provide social services, refinancing assistance, and worker-retraining assistance out of
existing resources. The agencies are developing information and application packages, and
will take these to the affected port communities. This outreach builds upon your policies for
economic assistance to distressed regions.

Congressional and State Perspectives

Members of the New England congressional delegation are responding aggressively to
the fishery crisis. On March 7, you received a letter from the delegation requesting $60
million to be released from the 1994 supplemental. Members identified three priority areas:
financial restructuring, community reinvestment, and vessel buy-backs (a Kerry/Studds
priority). The $25 million Commerce package funds the first two program areas. Although
there is no consensus within the delegation as to priorities, we sense that refinancing
mechanisms and community reinvestment -- the focus of your overall assistance strategy --
would be ranked higher by most members. An additional reason for your statements to be
limited to broad support for the fishermen is that the $25 million is subject to review by the
Congress and cannot be made available until 15 days after Congressional notification.

Commerce has been instructed to leverage State resources in the administration and
use of all federal resources. Governor Weld of Massachusetts indicates he will seek up to
$10 million from the State for assistance to Massachusetts fishermen.






EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON. D.C. 20500

March 11, 1994

MEMORANDUM FOR THE PRESIDENT

FROM: KIMBERLY O’NEILL WMQQ

SUBJECT: Massachusetts Economic Facts

Economic indicators for Massachusetts are coming back in line with national averages as

Massachusetts recovers from the latest recession. Though the growth rate of personal income has
slowed in Massachusetts in recent years, living standards are still among the highest in the Nation.

Employment in Massachusetts declined during every year of the Bush Administration -
- the State lost over 335,000 jobs between 1988 and 1992. Between 1992 and 1993,
however, employment in Massachusetts grew by 1.7 percent - or 46,000 jobs (Chart 1).

In December 1993, the unemployment rate in Massachusetts fell to 6.3 percent, only slightly
below the national rate of 6.4 percent (Chart 2). While Massachusetts’ unemployment rate
was below that in the Nation throughout the 1980s, in the latest recession unemployment in
the State climbed to its highest levels in at least 15 years. Between February 1989 and
February 1993 Massachusetts’ unemployment rate rose from 3.2 percent to 7.7 percent -
- an increase of 4.5 percentage points. :

Living standards in Massachusetts, which grew rapidly in the 1980s, are among the
highest in the Nation. Per capita personal income in Massachusetts ($23,811 in 1992) was
the 4th highest in the Nation--18 percent above the national average (Chart 3).

Key sectors in the Massachusetts economy include health care, education, manufacturing
(especially defense-related), finance and insurance, and professional services. The State
ranks the 3rd in the Nation in per capita defense contracts.

- Massachusetts is an important center for high-tech manufactured goods, particularly
computer equipment, scientific instruments, and electric equipment. Other important
industries include printing and publishing and leather products.

Important industries in Boston include finance and insurance, health and educational services,
manufacturing, and tourism. The Boston area (i.e., Route 128) is one of the Nation’s major
high-tech manufacturing centers.

- The Boston area lost about 45,000 jobs between 1988 and 1992, while the economy
gained over 22,000 jobs between 1992 and 1993.

Attachments




















