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AUTHOR’S NOTE

DAVID GREENBERG, a 1990 graduate of Yale University, was my assistant and a full participant at every stage of this book. David performed extensive research, reporting, writing, editing, and organizing. A toughminded, independent, and creative thinker, he repeatedly worked to bring greater balance, fairness, and clarity to our reporting and writing. Without his resourcefulness and drive, the book would not have been possible. No writer ever worked with a more cherished or more trusted collaborator.


TO ELSA AND TALI



INTRODUCTION

AT THE HEART OF BILL CLINTON’S 1992 presidential campaign was his pledge to fix the economy and to use the presidency to do it. The fundamental difference between George Bush and himself, Clinton said, was his belief in an activist role for the government. “I know how President Lincoln felt when General McClellan wouldn’t attack in the Civil War,” Clinton said when he accepted the Democratic Party’s nomination on July 16, 1992. “He asked him, ‘If you’re not going to use your army, may I borrow it?’ And so I say: George Bush, if you won’t use your power to help people, step aside, I will.” This book is about President Clinton’s effort to make good on his promise, “I will.”

•  •  •

MY INITIAL WORK on economic policy making began in early 1992 and focused on the Bush administration. When it became clear the economy was the major issue in the presidential campaign, I wrote a series of four articles in The Washington Post called “Making Choices: Bush’s Economic Record.” The series, published in October 1992, followed the disarray and turmoil from Bush’s 1988 presidential campaign pledge of “no new taxes,” to his decision to support them in his 1990 budget deal with Congress, and finally to his repudiation of his own deal during the 1992 campaign.

After Bush’s defeat, I turned to the matter that would become this book: Clinton, his economic ideas, and his administration’s handling of economic policy in the first year. Overall, more than 250 people were interviewed. Dozens of these people were interviewed many times, frequently in evening-long dinner sessions or at some length in their offices. A great many of them permitted me to tape-record the interviews; otherwise I took detailed notes. Many also provided me with memoranda, meeting notes, diaries, transcripts, schedules, or other documentation.

Nearly all the interviews were conducted on “deep background,” which means that I agreed not to identify these sources. Without such a stipulation, people often will not discuss their conversations or interactions with the president or other high-level officials frankly—or at all. I took care to compare and verify various sources’ accounts of the same events. The extensive documentation, and the willingness of key sources to allow me to review with them important meetings, discussions, and decisions many times, has resulted in an unusually detailed record of the first year of Clinton’s presidency on economic issues.

Dialogue and quotations come from at least one participant, from memos, or from contemporaneous notes or diaries of a participant in the discussion. When someone is said to have “thought” or “felt” something, that description comes from the person himself or from someone to whom he said it directly. I have tried to preserve the participants’ own language as much as possible, even when they are not directly quoted, in order to reflect the flavor of their speech and their attitudes as best I could. Quotation marks were not used when the memories of sources or the documentation was not precise about wording.

A copy of all documents, notes, transcripts, and tape recordings of interviews will be deposited with the Yale University Library. The files will be opened to the public and researchers in 40 years to provide the exact source or sources for each portion of the book.

The record will show how I was able to gain information from records or interviews, often immediately or soon after the events. I could then talk with other sources and return to most of them again and again as necessary. When this reinterviewing raised new questions, I was able to return a third or fourth time to key sources to answer those new questions. At times I conducted 20 interviews with as many as 10 sources on a single meeting or decision.

The accounts I have compiled may, at times, be more comprehensive than what a future historian, who has to rely on a single memo, letter, or recollection of what happened, might be able to piece together. At the same time, this book does not have the perspective of history, and it should not be considered definitive. Events, new information, and documentation will deepen and improve understanding of Clinton and his presidency.

Much of this book was reported while events were developing, before the outcomes and consequences were known or imagined. As a result, I believe, it contains some events that otherwise might have been lost to the record. David Greenberg, my assistant, and I have attempted to ensure that we have provided the fullest, fairest account based on the information available to us.

No journalist or historian can capture 100 percent of what happened. Neither journalism nor history provides an engineer’s drawing of events. And participants often disagree. Memory, perspective, and self-interest play their parts. There are statements and events in this book that some of those involved or the sources themselves possibly will not remember—or may not want to remember. Besides, this book is about politics, and politics is about contested ground. I have, however, attempted to give every key participant in these events an opportunity to offer his or her recollections and views.

This book falls between newspaper journalism and history. In the information cycle, the newspapers, television, and magazines provide the first and second waves of explanation of events in the days or weeks after they occur. Then, generally after a long interlude, insider memoirs or histories appear. I believe there is a place for reporting that aspires to combine the thoroughness of history with the contemporaneity of journalism. This book aims to find that ground.
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ONE MORNING IN LATE AUGUST 1991 in Little Rock, Arkansas, the state’s first couple awoke in the mansion’s guest house. Renovation in the mansion had banished them for months to tight quarters in the small two-room house. Their daughter, Chelsea, was sleeping on the fold-out couch in the living room.

“I think you have to do it,” said the state’s First Lady, Hillary Clinton.

“Do you really?” Governor Bill Clinton asked his wife from their double bed.

“Yeah,” Hillary said.

“Why do you believe that?” he asked.

“I think you are absolutely the right person to make these arguments,” she explained. She believed that it was a rare meeting of a man and history. Her husband had just turned 45, and she was 43. They had been married 15 years.

“You really think so?” Clinton asked.

“Yeah,” she said. “I really think so.”

“What do you think’ll happen?”

“I think you’ll win.”

“You really think so?”

“Yeah, I really think so!” she said.

“Well, you know,” Clinton said, “a lot of people think this will be a dry run.”

“I don’t,” she said. “I think if you run, you win. And so you better be really careful about wanting to do this and making these changes in your life.” Others had been saying that if he ran well, more seasoned and powerful men in his party would come in and take it away from him, but that he would get the necessary experience, and that would be good. She did not agree.

The effort would be hard and bruising, she added. It was a question of what she called “the pain threshold,” and who would take it on. The Republicans were well organized and well financed. They thought they were anointed, as if they had a right to win every time. And they played very tough.

She didn’t remember exactly what he said in response that morning.

For months she had known he was going to do it, even though he hadn’t yet come to realize it fully. He entertained the idea, and they’d been talking about it all summer with a new intensity. But he wasn’t convinced that he was the one. “I just don’t know if I want to do it,” he told her once. “I don’t know if it’s worth it.” But she knew. She had known it for months, since the spring. Since then, she had never doubted it.
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IT WAS THAT SPRING, on May 13, 1991, that Clinton visited Harvard. He strolled into a large meeting hall at the John F. Kennedy School of Government. He moved quietly, looking relaxed, a large man, 6 feet 3, with a mop of thick, graying hair that took some of the edge off his boyish self-assurance.

Clinton came to Harvard with some ideas. He had been formulating what he felt was a powerful critique of the economics and the values of Presidents Reagan and Bush. Just two months earlier, President Bush had won the Persian Gulf War, but Clinton felt the real problems of national security were at home in the struggles of average people. Too many feared for their jobs, their health care, the educational opportunities of their children, their homes and neighborhoods, their retirement.

Though not well known on the national stage, Clinton was a leader in a movement of self-styled “New Democrats” who rejected the party’s liberal orthodoxy. Mostly Southerners, they were trying to convince the middle class that the Democratic Party could be strong on foreign and defense policy, moderate in social policy, and disciplined in spending tax money and taming runaway government. While retaining the ideals of the New Deal and the Great Society, New Democrats sought more efficient activism. Clinton had been traveling the country saying that these ideas were neither liberal nor conservative, but both, and different. He cast his ideas in the loftiest terms.

At Harvard, a small, bearded, biblical-looking man of 4 feet 11 inches took the stage. “Hello, my name is Bob Reich,” he said. Reich, a professor at the Kennedy School, had recently published his third book, The Work of Nations, which prompted one magazine to anoint him the country’s “leading liberal political economist,” the next John Kenneth Galbraith. Reich was leading a symposium on “Preparing Our Workforce for the Next Century,” a subject central to his book.

“Bill Clinton was first introduced to me 23 years ago, when we were on a boat, on a ship heading to England,” Reich said, turning to his first guest. They had been two of 32 Rhodes Scholars headed for Oxford in 1968 for two years of study. Reich explained how Clinton had nursed him through his seasickness with crackers and ginger ale.

Clinton, the nation’s senior governor, in his fifth term in Arkansas, rose to the crowd’s applause. “I was just thinking how much simpler life would have been for the rest of us,” he began matter-of-factly, “if I’d let him die on that boat.” There was laughter from the audience, which included many of Reich’s colleagues.

Clinton was not widely known outside Arkansas. In 1988 he had become a national footnote when he introduced the presidential nominee, Massachusetts Governor Michael S. Dukakis, at the Democratic Convention in an interminable 32-minute televised speech. Clinton had won applause only when he said, “In closing. . . .” Though his presidential ambitions were obvious to his friends, in the spring of 1991 Clinton was not considered a leading, or even likely, candidate for 1992.

“America spent too much time and money in the 1980s on the present and the past,” Clinton said to the Harvard audience, “and too little attention and money on the future. . . . I define future as investments in education, infrastructure, research and development, and the environment. . . . We have to break out of the old categories and think about whether we are going to invest in the future.” Clinton spoke in a quiet tone—intellectual, reassuring, youthful but confident.

Clinton drew extensively from Reich’s book, which he was toting around, with bits of paper stuck in several pages. Sentences were underlined and little stars dotted the margins for emphasis. Reich’s core point in The Work of Nations was that a nation had only two resources within its borders—its workers and its “infrastructure” of roads, communications systems, and other common public assets—that stayed put. Other resources—such as money, factories, technological know-how—all were crossing international borders easily and almost instantly. Reich argued that a nation needed to spend money on the nonmobile resources: education and job training for its workers; roads, bridges, high-speed rail, and other forms of infrastructure. A large body of economic research showed that such investments could yield vast returns in the future, for workers and the country. Clinton was looking to bring about a government investment revolution.

Clinton was a master of sustained eye contact, hunting reactions in the eyes of an audience of one or a thousand. “If you let 10 to 20 more years go on where the middle class keeps losing ground,” he continued, “this won’t be the America any of us grew up in. And, I will say again, it is a question of organization, will, and leadership. It has nothing to do with the American people. . . . They have not been properly led. And I hope that this will be the beginning of turning that around. If it is, we’ll owe a lot of it to Bob Reich.”

Reich, sitting nearby, could imagine Clinton’s talk as the prototype of a campaign speech that, while not yet fully formed, contained strands of a powerful message.

•  •  •

AFTER DINNER, Clinton, Reich, and Richard G. Stearns, another Rhodes classmate and a Massachusetts judge, went over to Reich’s Victorian house on Mercer Circle and sat on the veranda for nearly four hours. On that crisp spring evening, Clinton turned to the topic on his mind. As his two friends knew, Clinton said, he had been thinking of running. Was this the time? he asked them. Should he do it?

Stearns had known of Clinton’s ambitions since virtually the moment he met him on the ship to England in 1968. In those days, many of them had been enchanted by the Kennedys and spoke openly of their political aspirations. In 1991, however, for an unknown governor to announce such ambitions seemed to be overreaching. Stearns had been steeped in Democratic presidential politics for 20 years, having worked for candidates George McGovern, Ted Kennedy, Gary Hart, and Michael Dukakis. He had seen older, better-known, seemingly wiser Democrats chewed up and spit out in their losing White House bids. There were reasons Clinton shouldn’t run, Stearns said.

True, Reich chimed in. But there were also reasons Clinton should. The three agreed to examine both sides in an orderly fashion. Stearns would list the reasons against a Clinton run, and Reich would rebut with reasons in favor. At each point, Clinton would respond—Oxford-style.

Stearns led off with the Democratic Party’s fatal weakness on national security questions. With no experience in the military, in Washington, or in foreign policy, Clinton’s record next to Bush’s would pose a stark contrast, especially after the recent Gulf War victory. Straight off, Stearns pointed out, Bill would be forfeiting one of the most important campaign issues.

The argument seemed compelling, Clinton responded, warming to the challenge. But only on the surface. The Soviet threat was evaporating, and foreign policy would not play a big role in the campaign, he predicted. Instead, the economy would be the decisive issue. America’s economic system was out of whack—great for the wealthiest 20 percent, who were getting richer, but lousy for the other 80 percent, who were sinking or treading water. The working- and middle-class alienation could help him win in 1992. These groups constituted the vast majority of voters, and they felt insecure.

Reich almost bounced with delight, as he recognized the references from his book. He relished the prospect of being chum and idea man to a presidential candidate.

Stearns moved to his second reason. Arkansas, one of the country’s smallest and poorest states, had a tiny financial base. Millions of dollars were required to sustain a presidential campaign. Raising money could be not only time-consuming but also humiliating, as the candidate made the rounds hat-in-hand to the big givers and special interests. He had seen campaign debt almost wreck candidates who spent the rest of their lives trying to pay it off or hide from it.

Clinton acknowledged the problem but said there was more money in Arkansas than Stearns realized. Wal-Mart, the country’s largest discount retail chain, was based there. His boyhood friend Thomas F. “Mack” McLarty III ran the Fortune 500 natural gas company Arkla. He had other national contacts too, Clinton said. He even accepted Stearns’s challenge to build a $1 million war chest by the day he announced.

Okay, Stearns said, moving on. Clinton had promised the voters of Arkansas repeatedly in his 1990 gubernatorial campaign that he would not seek the presidency, that he would remain governor for another full term until 1994. Could he survive breaking the pledge?

That was also a difficult problem, Clinton again conceded. But if he went to the people of Arkansas and effectively asked their permission to run for president, he thought they would give it and rally behind his candidacy.

Stearns cited his next reason: Bush’s immense popularity coming off the Gulf War victory. The president’s approval ratings were running 78 percent in the latest polls, down from his postwar peak of 91 percent but still forbiddingly high.

Clinton again saw a twist. Oddly, he said, Bush’s popularity would carry some hidden advantages for Clinton. Other high-profile Democrats—such as New York Governor Mario Cuomo, or New Jersey Senator Bill Bradley, who had just squeaked by in his reelection campaign—would be intimidated and sit out the race.

Bush would expend all his political capital in 1992, his last campaign, Stearns replied. He would convert his international activism to domestic activism and offer a dramatic set of proposals for America’s problems at home.

Stearns next said that moderate Southern governors were not exactly in vogue after Jimmy Carter’s failed one-term presidency. Clinton would be typecast and would have to live down the Carter legacy.

“I’m not Jimmy Carter,” Clinton said firmly.

Stearns asked what the public knew about Clinton. Stearns had seen his friend revive and enliven a tipsy, late-night banquet audience with his humor and extemporaneous style. But Clinton’s boring speech at the 1988 Democratic Convention, he said, had left an indelible national impression.

It had not been a great moment, Clinton acknowledged. The Dukakis campaign had written the speech, handed it to him, and insisted he deliver it precisely as written. He claimed he was just being a good soldier. “The biggest mistake of my life,” Clinton said.

While on the subject of mistakes, Stearns broached a delicate subject. What about the latest rumors about Clinton and women?

Clinton had spoken to friends about the issue before. He had confided to another friend over dinner one night four years earlier the nature of his dilemma. It was the late summer of 1987 and Clinton had just decided not to run for president in the 1988 campaign.

You know why I’m not running for president? Clinton asked.

The friend guessed that infidelity was the reason. Gary Hart’s affair with model Donna Rice had been publicly exposed several months earlier amid a great hullabaloo, forcing Hart to withdraw from the race. Now reporters were asking all the candidates if they’d ever had affairs. Clinton acknowledged he had strayed.

In 1991, Clinton indicated to Stearns and Reich that he thought the adultery question would prove to be 1988’s passing fad. In 1992, the economy would matter.

What about the annual federal budget deficits and the $4 trillion national debt they had created? Stearns asked. Wouldn’t the next president be left with the wreckage from Reagan and Bush? Wouldn’t the presidency be just a cleanup job? Was he sure he would want the job, even if he could win?

Clinton said that the explosion in the federal debt was largely attributable to skyrocketing health care costs. The health system was wasteful and irrational, and reforming it would be a priority for him as president.

Reich hardly had to make the case for Clinton.

“Bill,” Stearns said, “remember that presidents get in trouble not for what they do that is wrong, but what is wrong that they try to cover up.”
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STANLEY B. GREENBERG, another important professor in Clinton’s life, was also encouraging the governor to run. Greenberg, 46, was a Clinton contemporary with a rare mix of academic and practical political credentials. Intellectual and articulate, with a Groucho Marx mustache and bushy hair, Greenberg held a Ph.D. in government from Harvard, had taught political science at Yale for nine years in the 1970s, and had headed a Washington polling firm since 1980. His wife, Rosa L. DeLauro, was the congressional representative from New Haven, Connecticut.

Greenberg had been advising Clinton since his 1990 gubernatorial campaign. In 1991, he gave the governor a draft of a long article he was writing for The American Prospect, a liberal political journal. In part a review of three books that examined what Greenberg called “the Democrats’ perceived indifference to the value of work and the interests of working people,” the article was the culmination of a lot of analysis and polling. It was also a personal manifesto of sorts. Greenberg was devoted to studying the crisis in the Democratic Party and the defection of middle-class and working-class whites—the so-called Reagan Democrats—to Republican presidential candidates in the 1980s. These voters held the balance in national elections, and Greenberg argued that they wanted to return to their party, to come home. Party leaders had to reach out to this disaffected and forgotten middle class, which saw itself squeezed—paying for programs for the poor and tax breaks for the wealthy, while getting little in return from government. The middle-class crisis presented an opportunity for the Democrats. Buried in the article, Greenberg also invoked the magic phrase “tax relief.”

Later, when he asked Clinton for his reaction, the governor replied, “I’ve read it three times.”

Greenberg felt that Clinton might be the Democrat who could succeed. Clinton’s immersion in the small, poor state of Arkansas had provided him with a natural, immediate identification with the guy on the assembly line, on the farm, or in the coffeeshop, the average person who felt insecure about the economy. Clinton, a graduate of Georgetown and Yale Law School, had an unusually broad national network of political, media, and academic friends, and displayed an obvious fascination with ideas.

Clinton was also hungry. He walked and talked like a candidate, Greenberg felt. His ambition and itch for the contest was apparent in his every gesture. Yet Clinton would not fully commit to run. He continued traveling around Arkansas trying to get assurance from voters that he could break his promise not to run for president. He set August as a personal deadline for a final decision, but the deadline slipped. Clinton had no campaign manager and not much organization. He appeared locked in a perpetual debate and argument with himself and with dozens of friends and advisers. His thinking never seemed to go in a straight line. He was unable to bring his deliberations to any resolution. Greenberg was horrified at the process. It bordered on chaos.

•  •  •

HILLARY RODHAM CLINTON watched the forces and ideas at work on her husband. He had made several trips to Washington to talk to congressional Democrats, only to return each time to Little Rock to spill out his frustration. No one knew how to seize the moment, he said. Yet Hillary felt her husband’s own criticism was not just economic or political but a moral critique. He was indignant about what the Republican policies had done to the average person—little or no wage increases, job insecurity, the fraying of the safety net. As governor, he had paid the price. He had told his wife once with some bitterness, “It would be great to be the president like Reagan, who cuts taxes so that every governor, including Republicans, had to raise them.”

During a trip to Japan several years earlier, Hillary Clinton had overheard a conversation between her husband and a Japanese executive. “You could do a lot to stimulate your economy,” the executive told Clinton, “if your executives in American industry weren’t so greedy.” Her husband replied that American executives were being given permission to grab the most at the top by the Reagan economic policies, which were designed so wealth would allegedly trickle down to those at the bottom. But those at the bottom weren’t seeing the benefits. Hillary agreed. She was angry at what she called “the unacceptable acquiescence in greed that had occurred during the 1980s.”

After Labor Day 1991, she saw her husband coming around, although he was still being careful. “I just don’t think this country can survive without some sort of debate about this,” he said at first. He often framed decisions in terms of the need for a debate. Finally, he said, “We’re going to get ready to go.” What she had known for a while now became conscious for him at last, and he said, “We’re just going to go do this!”

•  •  •

ON A FRIDAY MORNING in September 1991, George Stephanopoulos, age 30, walked into a gray, painted-brick rowhouse just north of the Capitol in Washington, D. C., and climbed the steps to the second floor, the office of Stan Greenberg. A handsome bachelor of 5 feet 7, Stephanopoulos had a small, almost fragile frame, set off by a big shock of dark hair. He could roll out a grand, infectious smile as needed. Well dressed, even a little self-consciously hip, he was smooth and guarded. He was looking for a job with a Democratic presidential candidate and was here to meet with Bill Clinton. Greenberg closed the door so Clinton and Stephanopoulos could talk alone.

Clinton asked Stephanopoulos to talk about himself.

In the 1988 Dukakis presidential campaign, Stephanopoulos said, he had been in charge of rapid-response communications and joke writing, two of Dukakis’s distinct failures. He said he wasn’t very funny by nature, but the campaign had apparently wanted a short Greek in the room.

Clinton laughed.

After that, Stephanopoulos continued, he had worked for House Majority Leader Richard Gephardt as his floor manager the last several years. He had urged Gephardt, a presidential candidate in 1988, to run again in 1992, but Gephardt had declined.

Clinton said he was thinking of running and asked Stephanopoulos his opinion of recent political events. Stephanopoulos said George Bush was in a box after breaking his “Read my lips, no new taxes” pledge. Bush’s flip-flop would help the Democrats in 1992, regardless of their candidate. The strategic question was whether the Democrats could propose raising taxes while making Bush look as bad as possible. After 45 minutes of discussing fundraising and other nuts-and-bolts political matters, Clinton told Stephanopoulos he would get back to him.

Within a few days, Clinton offered Stephanopoulos a job even though no campaign technically existed. Stephanopoulos would be deputy campaign manager—whether the sole deputy or one of several seemed to matter to neither. His salary would be $60,000 plus a housing allowance, a substantial cut from his current $95,000.

The son of a Greek Orthodox priest, Stephanopoulos was practiced at pleasing older adults and making himself essential. He was a salutatorian from Columbia and a Rhodes Scholar, and both appreciated and sought status. Stephanopoulos was the new organization man, skilled in persuasion and endurance. Charming yet vaguely aloof, he knew when to remain silent and when to step in with a burst of analysis or polemic. Stephanopoulos had come of age during the Reagan years with liberal-leftish values, and he was eager to undo the Reagan-Bush legacy. Joining the campaign would certainly be more fun than hanging around the floor of the House of Representatives with Gephardt. Although Clinton would make a very credible effort, Stephanopoulos felt, no Democrat had much chance of beating George Bush in 1992.

•  •  •

ONE SUNDAY LATER THAT FALL, Clinton sat down in a Washington hotel for his first extended talk with campaign consultants James Carville and Paul Begala. Football was on television in the bar area. Clinton had made up his mind to run, and in a few weeks he would announce his candidacy for president.

Carville, a 47-year-old Louisiana lawyer with a bald, pointy head and riveting, almost sinister eyes, and Begala, a rough-faced, bearded Texan 17 years his junior, made an oddball team. Emotional, often shockingly profane, and distinctly old-boy Southern, Carville had been waiting years for his moment in the political sun. He deeply resented what he saw as the Democratic Party’s snotty, Northeastern elitism, and liked to inject McDonald’s fast-food plain thinking into the campaigns he ran. Begala, also a lawyer by training, was a wordsmith, capable of smooth and polished speech, but he could be high-strung and caustic, even a hothead.

Clinton had asked to meet with the two consultants. He admired a speech they had helped write three months earlier for Georgia Governor Zell Miller, one of their clients and a friend of Clinton’s. The speech was both a blueprint of the future of the Democratic Party and a summons to its leaders. “For too many presidential elections, we have had things backwards,” Miller had said. “We have chosen to fight on social issues rather than to run on the economic issues that shape the daily lives of American families.” Miller had pleaded with the party to move away from elitist social issues—civil and gay rights, school prayer, abortion rights, the arts—and return to the themes of “economic populism.”

In his speech, Miller had offered a remedy. He had called for a tax cut for the middle class, a single unifying proposal that would address their economic insecurity. Clinton had studied Miller’s speech and spent a marathon late-night session at the Georgia Governor’s Mansion discussing it and the future of their party. Clinton told Carville and Begala that he loved the speech. He confided, however, that he was personally shy of a populist label. Populism seemed to him too anti-government and anti-business. He wanted to chart a course without reference to old labels.

Carville said that whatever the label, a presidential campaign had to emphasize these middle-class values.

Begala nearly rose out of his chair as he spouted Miller’s imperatives with almost evangelical fervor. These “middle-class” or “kitchen-table economic” issues, as he called them, shaped, dominated, and even destroyed families. A good job, a college education for their kids, owning a home, affordable health care, and retirement with economic security—these were the issues voters cared about. It was almost word for word what Clinton had been preaching.

Begala had studied the strategies of Republican operative Lee Atwater and agreed with Atwater’s analysis that politics was divided into populist and elitist issues. On social issues, Begala believed, the Democrats tended to take elitist positions and the Republicans populist ones; on economic issues, it was the reverse. Both parties had nominated their elites in 1988—Dukakis and Bush. Neither man nor his ideas had been embraced by the public. The 1992 campaign had to be fought on economic ground where the Democrats could brandish the populist sword, Begala said, whatever it might be called.

The session ended without any decisions being made, but there was a meeting of the minds. When Clinton announced his presidential candidacy on October 3, 1991, at the Old State House in Little Rock, Arkansas, he said that his central goal was “restoring the hopes of the forgotten middle class.” He made ten references to the middle class in his seven-page announcement and promised a middle-class tax cut. “Middle-class people are spending more hours on the job, less time with their children, and bringing home a smaller paycheck to pay more for health care and housing and education,” he said.
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CLINTON SCHEDULED a series of three speeches at Georgetown University, where he had graduated in 1968, to outline his domestic, foreign, and economic policies. In preparation for the economic speech, Clinton sought advice from Robert J. Shapiro, a Ph.D. economist and vice president of the Progressive Policy Institute, a Washington think tank devoted to developing “New Democrat” policies. The think tank was in essence an attempt to put a brain behind the Democratic Leadership Council, the organization of national Democrats that Clinton had helped found in 1985 and chaired in 1991 until he announced his candidacy.

Although Shapiro agreed that Clinton should call for a middle-class tax cut, he knew it would not do much to help the stagnating economy. “The middle-class tax cut is not an economic policy,” Shapiro told Clinton and his advisers. “It is a social policy.” He considered it a political message to demonstrate that Clinton understood the difficult economic conditions for a broad range of people. It also underscored the theme of economic alarm in the land: Times were so bad that the government had to reduce people’s taxes for them to survive.

Clinton rejected many drafts of the speech and wrote out an improved version himself, reviewing it line by line with Hillary in the Washington office of his media consultants. Hillary felt he was touching precisely what he wanted to say.

In the Georgetown speech on November 20, Clinton tried to present both a broad vision and a specific plan. He called it “A New Covenant for Economic Change.” He spoke at length about his investment ideas and proposed a middle-class tax cut to be paid for with higher taxes on the rich. “In a Clinton Administration, we’ll cut income tax rates on the middle class: an average family’s tax bill will go down 10 percent, a savings of $350 a year. And the deficit won’t go up—instead those earning over $200,000 a year will pay more.” Clinton upped his focus on the middle class to 15 direct references. The tax hike on the rich was a rather bold proposal, since in recent elections even mentioning new taxes had become taboo. But Clinton, by tying the tax to middle-income tax relief, gave a New Democrat slant to the old-line liberal prescription.

Clinton did not merely cast the middle-class themes as wise social policy or smart political choice. He raised them to the spiritual level. “These are not just economic proposals,” he said, adding the immodest assertion, “they are the way to save the very soul of our nation.” The speech drew modest attention.

•  •  •

AS HE APPROACHED the February 1992 New Hampshire vote, the first of the primaries, Clinton thought he needed to craft an economic plan with specifics that he could present to voters. New Hampshire was still suffering vast economic hardship, and Clinton wanted to offer a way out. He held conference calls with his advisers, including Rob Shapiro, Bob Reich, and George Stephanopoulos. James Carville and Paul Begala, who had signed up for the campaign, joined some of the calls. Ira Magaziner, a business consultant and Rhodes Scholar the year after Clinton, and Roger C. Altman, a fellow Georgetown alumnus who was now an investment banker, also offered advice.

In one phone call, the question arose whether the middle-class tax cut would get the economy moving again, act as an economic stimulus, and promote a recovery. That, after all, was what New Hampshire voters were looking to hear.

No, said Shapiro, the only economist in the group. Normally, cutting taxes did give people more money to spend, and that stimulated the economy. But in Clinton’s proposal, the middle-class tax cut was to be offset by a tax increase on the rich. It would be a wash. No additional money would go into the national economy as a stimulus.

Reich disagreed. The middle class would spend all of what they received as a tax cut, he argued, while the rich tended to save more and put less of their money immediately back into the economy. The extra spending from the middle class would spur some economic growth.

Shapiro replied that the offsetting tax hike for the rich would remove their savings from the economy, reducing the amount of money available for business investment. That would hurt the economy, wiping out whatever stimulus might come from more middle-class spending, he said. So it was neutral—good social policy, he repeated, but not an economic stimulus policy.

Pressure mounted on Shapiro. He decided to be a team player and agreed to a line in a written plan that was being drawn up for release. The line read: “Putting cash in people’s pockets will help build consumer confidence to start an economic recovery”—a tenuous link by economic standards.

In early January 1992, Clinton released his six-page Plan for America’s Future. It included four steps for the short run and a pledge of college loans and health insurance for every American. The first short-term step was a 10 percent middle-class tax cut. The second step was a tax credit for families of up to $800 for each child they had. Clinton also promised to “jump-start” the economy by accelerating “fast-track” spending on highways and by expanding home and small-business loans.

Clinton taped 15- and 60-second television spots to air in New Hampshire. The ads told people to call a local phone number or visit their local libraries for a copy of the plan. The first week the commercials ran, Clinton jumped 13 percentage points in Stan Greenberg’s poll.

Former Senator Paul E. Tsongas of Massachusetts, who was also running for the Democratic nomination, had been the front runner in New Hampshire as a virtual native son. But now Clinton was surging, and Tsongas attacked his middle-class tax cut proposal as a creation of political strategists. It would give the average person less than a dollar a day, Tsongas pointed out, hardly enough to make a difference. Reducing the federal budget deficit was the crucial issue. “I’m not Santa Claus,” Tsongas said mockingly, to the approval of many editorial writers and columnists who preferred his anti-deficit message.

While Clinton continued to defend the middle-class tax cut publicly, he privately expressed the view to his advisers that it was intellectually dishonest. He agreed with Tsongas that a dollar a day couldn’t possibly do that much for people. Tsongas seemed to be benefiting more from opposing it than Clinton was from advocating it. The former Massachusetts senator seemed to have staked out the high ground and appeared the least political of the candidates, the most willing to tell grim truth.

When Clinton began complaining privately about the middle-class tax cut not going down well with the thinking set, Begala, who was traveling with Clinton more and more, reminded him of his reason for running. “Governor,” he said, “these people are hurting. The middle-class tax cut is hope and cash for them.” In New Hampshire, talk of long-range global strategies and investment meant little. They were mere abstractions.

Carville agreed. “All the wrong people are against it, so it must be right,” Carville said. The critics of the middle-class tax cut included Clinton’s Yale friends and editorial writers and columnists from elite newspapers. Carville bristled that Tsongas was getting credit for political courage. “Political courage gets defined by the willingness to slap working-class people around,” he said, adding that it was time to help working people, not bury them in political courage.

Stephanopoulos was aware of the war going on within Clinton. His heart was with the middle class, the guys in the bowling alleys of America who deserved a break. But his head was with the Tsongas voters and the harder-nosed policy analysts. Clinton was only vaguely focused on the federal deficit that Tsongas was always harping about. As a Washington outsider, he just hadn’t had to worry about it.

On January 23, The Star, a supermarket tabloid, published a charge by Gennifer Flowers, an Arkansas woman, that she had a 12-year affair with Clinton. Clinton danced around the allegation, appearing on CBS’s “60 Minutes” with Hillary, who in effect said that if she didn’t mind, why should others. When The Star published a second story with excerpts from tapes Flowers had made of her conversations with Clinton, Stephanopoulos felt he was almost going to have a nervous breakdown as he tried to handle the mounting allegations. A normal person would drop out of the race, Stephanopoulos felt. In the Manchester airport, Clinton spoke to Hillary from a pay phone. When he hung up, he was serene and unclouded. He began campaigning with a new resolve.

•  •  •

JUST AS THE GENNIFER FLOWERS story was dying down, The Wall Street Journal ran a story on February 6 about Clinton’s efforts to manipulate the draft laws in 1969 to avoid military service during the Vietnam War, triggering a new round of doubts. On Sunday, February 9, with the primary just ten days off, Clinton was back in Arkansas. He had the flu, with a cough and a raging fever. Hillary was amazed he was still going. He was in terrible physical shape, totally worn out. She thought he had seen practically every doctor in New Hampshire and seemed to be taking every antibiotic known to modern medicine. Clinton gathered his top advisers in the East Conference Room of the Governor’s Mansion. Stan Greenberg reported a “meltdown” in the polls in the aftermath of the draft story. Clinton’s support had plummeted almost instantly from 33 to 16 percent. Other polls showed a 15- to 20-point drop. No one knew where the bottom was. Stephanopoulos, for one, thought the drop was almost fatal.

“The goddamn fucking middle-class tax cut is killing me,” Clinton declared, to the astonishment of most in the room. He slammed his fist down repeatedly onto his right upper thigh for emphasis. Clinton was pounding so hard that Begala thought he might be bruising his leg. Others also couldn’t help thinking that Clinton had slipped heavily into denial.

Clinton continued ranting for some ten minutes or more, holding the audience captive, spewing out his rage. The campaign should not be about his past personal life, he said, and he was not going to quit.

After Clinton was finished pounding and cursing, Hillary Clinton took the floor. “We’re going to fight like hell,” she said. “We’re going to fight like we do in Arkansas. If this was Arkansas, Bill, you would be on every radio station, you would be out in every county fighting. In New Hampshire, they don’t know you. But they’re no different than people in Arkansas. We have to fight. That is the problem.”

The 15-minute pep talk worked. Spirits lifted in the East Conference Room. Soon Stephanopoulos and Begala began tending to the problem. They started writing radio ads for New Hampshire, which was one sixth the physical size and one third the population of Arkansas—not all that different. They stayed up most of the night.

The next day Clinton and his team flew back to New Hampshire. In a press conference, Clinton promised to “fight like hell” to win. “For too much of the past couple of weeks,” he added, “this election has been about me—or rather some false and twisted tabloid version of me—when it should have been about the people of this state.” He criticized what he called the “Republican attack machine,” though there was no evidence to suggest it had anything to do with the infidelity or draft stories. Clinton then threw himself at the people of New Hampshire with a punishing schedule.

The weekend before the vote, Greenberg reported that Clinton was at only 17 percent, too low to portray him credibly as a national candidate, and was preparing to brief everyone on the grim details. “I’m not coming to the meeting because Stan is wrong,” Hillary declared. “I’ve been out there. Either everybody in New Hampshire is a consummate liar, or we’re back up and we’re going to do really well.”

In the New Hampshire primary on February 18, Clinton received 25 percent of the vote, finishing second, 8 points behind Tsongas. “If the election went on another week,” Hillary said, “we would have beat Tsongas.” Clinton quickly labeled himself the comeback kid and the national front-runner. The Clintons had pulled themselves back from the brink of oblivion.

Later the next month, during the Illinois primary, the campaign staff tested public perceptions of the Clintons. A group of voters watched videos while they adjusted dial meters to indicate whether they liked or disliked what they saw or heard. When Hillary came on, the meters dropped way, way down to the negative reading.

“They don’t like her hairdo,” Clinton said in a serious tone. Carville felt like sliding under the table from embarrassment after Clinton’s remark, but he said nothing. He realized that much of Clinton’s psychology was wrapped up in Hillary and her support and strategic guidance. In these moments no one was more firmly behind him. Perhaps it was Clinton’s way of defending his wife.

The campaign was grueling, and Hillary seemed to sense when her husband needed a rest. “I’m saying it and I’m tired of saying it,” she told Carville once. “Bill is tired. He needs his rest, and I have called you on that, and I am not going to call you anymore, James. I want this done. Now.”
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AS THE MARRIAGE and military draft problems blossomed into a national soap opera, Clinton told his advisers that he was baffled that Bush did not use his power as president to capitalize. In the year since the Gulf War, Bush had not come forward with a dramatic, large-scale economic proposal of his own. “It’s an act of economic insanity and an act of political insanity,” Clinton said of Bush’s passivity.

James Carville and others in the campaign searched for their own “big idea” that would capture headlines and imaginations. They needed something that embodied change and didn’t smell of repackaging. “You don’t get elected president by running for dogcatcher,” Carville said frequently—a line Stephanopoulos and others picked up on and repeated. The point was that as a candidate, Clinton had to address squarely the problems he might face as president, and nothing less. When someone urged Clinton to make an issue out of cracking down on fathers who failed to pay child support, Clinton replied that he wasn’t going to win the presidency on child-support enforcement.

Lacking a “big idea,” Clinton nonetheless continued to win primaries, and in private to scapegoat the middle-class tax cut for his ongoing problems. “Goddamnit, that fucking middle-class tax cut. That’s why I lost New Hampshire to Tsongas,” he said in one moment of exasperation. “Earth to Clinton,” Rob Shapiro thought to himself, “Earth to Clinton.”

Carville rejected the idea of aggressively attacking the budget deficit, which he thought was already getting too much attention. He offered his analysis to Clinton: “I always ask the question: Why does a dog lick his dick? Because he can. Why don’t we balance the budget? Because we can’t.”

Others also weighed in with suggestions. Reich suggested a massive, guaranteed federal retraining program for anyone poor, unemployed, or on welfare. The program would provide an income subsidy for two years. This was the kind of investment that would pay giant dividends in the future and demonstrate that Clinton was serious about human capital and willing to propose revolutionary, FDR-style programs.

Shapiro, wary of Reich’s big-spending schemes, hit the ceiling. He wrote a seven-page memo attacking the idea. It was precisely the type of old-Democrat, government-is-my-brother approach that had led to the current economic problems. Shapiro estimated the cost of Reich’s plan at close to $100 billion; it would create a perverse incentive to be unemployed. Besides, he added sarcastically, a two-year vacation for the poor was not exactly consistent with a New Democrat campaign aimed at the working middle class. Reich’s proposal was shelved.

The disagreements among Clinton’s advisers and the lack of central authority resulted in no decision. Shapiro, who worked in Washington, told Stephanopoulos that the campaign needed to hire a full-time staffer in Little Rock campaign headquarters to coordinate economic issues and reach some decisions. Stephanopoulos agreed. He gave Shapiro one specification: Find a black.

Shapiro and others scouted around but didn’t find a black who they felt really fit the bill. Shapiro instead landed on Gene Sperling, a young workaholic who had assisted him in the 1988 Dukakis campaign. Boyish, earnest, and clean-cut, Sperling, 33, had a strident, urgent manner and boasted an impressive résumé: near-perfect grades as an undergraduate at the University of Minnesota, and degrees from Yale Law School and Wharton Business School.

Sperling, who was working for New York Governor Mario Cuomo, wanted to join a presidential campaign and had been crushed when Cuomo had decided not to run. Sperling also had once worked as a researcher for Reich, who had been independently encouraging him to join the Clinton team. So when Shapiro phoned about the economic policy job, Sperling expressed interest.

Shapiro pursued the possibility with Stephanopoulos.

“Great,” responded Stephanopoulos, who also knew Sperling from the Dukakis campaign. “He’s a genius. That’s the man we want.” Sperling would make the job his life’s commitment. He would be a virtual clone of Stephanopoulos: young and politically obsessed, thirsty to work on a campaign. Stephanopoulos formally offered the slot to Sperling.

•  •  •

ON JUNE 2, 1992, the day of the California primary, Paul Begala was certain that Clinton was going to win the state and clinch the Democratic nomination with a record number of delegates. Yet Begala felt it was one of the worst days of the campaign.

Throughout the spring, even as Clinton chugged on to the nomination, the press and the polls kept showing the many doubts voters held about him. On top of that, H. Ross Perot, the Texas billionaire, had parachuted into the middle of the campaign, seized the public’s attention, and effectively knocked Clinton into third place. Worse, Perot had appropriated Clinton’s theme of “change.” Clinton had been trying to fashion an image as the people’s candidate, the outsider poised to invade Washington to set government in order, but there was no way to out-Perot Perot. As a businessman who had never held elective office, Perot seemed to represent a pure form of anti-politics.

The California exit polls showed that Perot would have beaten Clinton had he been on the ballot. Afterwards, when Clinton appeared on television to promote his campaign and his own ideas, the interviewers wanted to ask only about the new political sensation from Texas.

At the end of the day, Begala and Carville went out for a drink. Begala ordered a double martini. It was his first hard drink of the campaign.

•  •  •

THE NEWEST MEMBER of the campaign inner circle was Mandy Grunwald, 34, a tall, brassy, Marlboro-smoking media consultant. Grunwald came from a wealthy New York family and had a Harvard education, and shared the other consultants’ populist views. She believed politics was about inspiration. The previous year, when she had heard one of Clinton’s early speeches in California, she had confided to Clinton’s longtime Arkansas friend Bruce Lindsey that it contained too much political science, history, and analysis. “It was an observer’s speech,” she had said then. “It was ‘Professor’ Clinton. It was not a leader’s speech. You want people in the audience to listen to him and say, ‘He’s the one.’ The speech didn’t do it.” This critique triggered an all-night conversation between Clinton and Lindsey on a red-eye flight back to Arkansas.

Grunwald had been recruited in the midst of the Gennifer Flowers flap to defend Clinton on Ted Koppel’s ABC television show “Nightline.” Both Clintons had wanted a woman upfront on defense. Grunwald aggressively and deftly turned the tables on the normally unflappable Koppel. She asked why Koppel, who prided himself on serious issue-oriented programs, hadn’t done any shows on Clinton’s economic proposals or on Clinton. Barreling in on Koppel, she said she was surprised that he would let “a trashy supermarket tabloid” set his agenda. “You’ve done a very effective job of putting me on the defensive,” Koppel replied weakly.

Both Clintons had watched, and within 24 hours Mandy Grunwald had been hired and was soon in charge of media and advertising. Grunwald at first found the campaign a floating crap game. Key people were spread out; some were on the campaign plane, others in Little Rock, and many still in Washington. Politics was also about organization, and Clinton didn’t have it. Everyone was throwing ideas at the candidate, who had no system to evaluate or decide among them.

Grunwald urged Clinton to hit the airwaves as much as possible, from MTV to Phil Donahue’s show. Carville, Begala, and Greenberg, meanwhile, had outlined an economic message for use in the remainder of the campaign. Hillary wanted her husband to come home to Little Rock to recharge, think, and listen. “Look,” Hillary told the consultants, “he may agree with you, but he has to come to it in his own way.” Hillary insisted he had to “internalize” the message and the ideas. He needed in-depth exposure to the alternatives and lively debates, pushed even to the point of confusion. “He has to come to this in his own way,” she repeated.

A lot of pressure grew on Clinton to move his headquarters to Washington. Some aides argued it would be easier to coordinate his campaign from there, that running it from Little Rock was inefficient. Hillary was dead set against the idea. He had to stay rooted. He was still governor, and he needed to pay attention to his responsibilities in the state. She worried that a Washington campaign would become reactive, responding to Bush and Congress, instead of active, proposing original ideas of their own. Clinton needed to stop and take a deep breath, get recentered. The campaign stayed in Little Rock.

“Specificity is the character issue this year,” Stephanopoulos had told a reporter earlier in the campaign, and he continued to think he was right. Voters were measuring the candidates by their willingness to lay out in detail the specific policies they would pursue as president. Perhaps, as some had suggested, a detailed expansion of Clinton’s six-page January Plan for America’s Future, an economic plan with specifics galore, was the big idea they needed. It would grab attention and prove Clinton’s seriousness. A lot of old political hands, especially from Congress, warned against it, arguing that the cardinal rule of campaigns was to avoid setting out particulars that would be subject to attack. Details could be Clinton’s undoing, they said, but Stephanopoulos felt the opposite. Clinton gave Stephanopoulos the go-ahead to draft a plan for him to consider.

In early June 1992, Stephanopoulos called Gene Sperling, the new economic coordinator, with his first major assignment. The next two weeks are going to be the most important of your life, Stephanopoulos said. Devise an economic plan, he instructed, that could serve as the centerpiece of the campaign. Most important, the plan had to have numbers, specifics. He wanted a scaled-down version of a federal budget, listing both sources of revenue and expenditures. Sperling marveled at Stephanopoulos’s almost mystical sense of confidence and mission as he outlined the assignment.

Clinton, who liked being seen as the candidate of ideas, at one point orally provided an outline. He even seemed very much inclined to design the plan himself. Stephanopoulos, however, assured him they would come up with something, and Clinton agreed to leave the project to Sperling.

•  •  •

BOB BOORSTIN, a former Harvard Crimson editor and former New York Times reporter who had joined the campaign, was assigned to work with Sperling. Boorstin—highly intellectual, blunt, and a touch cynical—became the campaign’s utility writer. As Sperling worked the budget numbers, Boorstin drafted and polished the language.

Boorstin worried endlessly about Perot, who was threatening to issue his own economic plan. Stories were circulating that Perot had teams of Berkeley graduate students pulling all-nighters to develop a plan. Boorstin feared he would again steal Clinton’s thunder. If Perot used any of their ideas, Boorstin was convinced, they’d be dead. It was a race against the clock and against Perot.

Sperling too was afraid of Perot. Perot’s birthday was June 27, and in the past he had shown a childlike pleasure in the importance of that day. Other rumors, frequently repeated with convincing authority, said Perot would officially announce his candidacy then. Sperling worried that Clinton would go into the Democratic Convention, scheduled for July 13, with no momentum. He wanted to have the plan ready by June 21, the day before Clinton was to deliver an important address to a Conference of Mayors.

Clinton’s various political and economic advisers were spending long sessions in the basement of the Governor’s Mansion in Little Rock. The mansion basement, a sort of unofficial headquarters, was distinguished mainly by its bad coffee and old Fritos, the junk food of choice, and often had the feel and appearance of a children’s rumpus room. At first, when the economic and political advisers were both working in the basement, the room took on the air of an old-time college freshman mixer, with economic advisers on one side of the room, political advisers on the other, eyeing each other warily.

On Friday, June 12, Stephanopoulos urged Clinton to have a serious meeting the coming weekend in Washington with Boorstin and Sperling to review their work on the economic plan.

Okay, Clinton agreed. Let’s get it done. Fly them in, let’s sit down.

Stephanopoulos immediately arranged for them to come to the Washington Court Hotel. Clinton was going to speak the next day to the Reverend Jesse Jackson’s Rainbow Coalition, and afterward he would meet with Sperling, Boorstin, and some of the others to review the plan. On such short notice, Boorstin and Sperling couldn’t book seats together, so as they flew into Washington, they passed papers back and forth to each other, several rows apart.

On Saturday, Clinton first had to deal with Jesse Jackson, who had unsuccessfully sought the Democratic presidential nomination in 1984 and 1988. He had been considered for vice president, only to be passed over both times. Although Jackson commanded a strong following, Clinton had fared well among black voters in the primaries, and none of his senior advisers felt an urgent need to court the controversial reverend. On the contrary, Stephanopoulos and Begala saw an opportunity for Clinton to distance himself from Jackson.

At the end of a routine address to Jackson’s group, Clinton criticized Jackson and his Rainbow Coalition for providing a forum the night before for a black rap singer named Sister Souljah. Clinton quoted the rapper’s remarks about the Los Angeles riots: “If black people kill black people every day, why not have a week and kill white people?” Clinton said, “Her comments before and after Los Angeles were filled with a kind of hatred that you do not honor today and tonight.” Jackson had just mentioned approvingly that she had been on the previous day’s panel. As Jackson stared straight ahead, Clinton said, “If you took the words ‘white’ and ‘black’ and reversed them, you might think David Duke was giving that speech.”

Jackson was enraged, telling others he felt personally violated. Clinton became uneasy. He worried that he had screwed up Jackson’s conference. As governor, he’d held conferences and always hated it when people pulled stunts. Besides, he never liked to make an enemy, even though he wanted to signal his distance from Jackson.

After the speech, Jackson tried to hand Clinton a long memo outlining the assets he would bring to the Democratic ticket should Clinton choose him as his vice-presidential running mate.

Clinton declined. “I’m not going to put you through what Fritz Mondale or Mike Dukakis did,” Clinton said.

Afterwards, Clinton told Begala and Stephanopoulos tersely, “Well, you got your story.”

•  •  •

CLINTON RETURNED to his suite at the hotel and took a nap. Sperling, Boorstin, and Stephanopoulos were thankful. The nap gave them an extra hour and a half to polish their draft of the plan.

The meeting began around 5 P.M. in Clinton’s suite. Sperling, Boorstin, Stephanopoulos, Begala, and Ira Magaziner gathered at a large glass table in the dining area of Clinton’s suite. At the outset of the meeting, Jackson phoned.

Clinton took the call back in his private room. Jackson was still fuming about the rejection of his vice-presidential bid and the put-down of Sister Souljah. Jackson felt he had showed admirable restraint at the conference, avoiding a further public showdown and another round of what he called “little-boy politics.” It was 20 minutes before Clinton returned to the table.

Sperling and Boorstin had prepared a two-part presentation: first some general themes for the plan, then various options for a concrete four-year budget. Sperling felt anxious. He had met Clinton for the first time just two weeks before, and now he had to present the plan that could decide this man’s future. To make matters worse, Sperling learned from Magaziner that their budget numbers were off by about $90 billion. Shapiro, who had prepared the figures, had miscalculated the savings achieved by cutting defense spending. He had based his figures on those initially proposed by the Bush administration, but when Bush proposed additional reductions, Shapiro counted the original cuts again—double-counting, an elementary mistake. Sperling explained the error to Clinton in a memo dated that day, June 13.

Perot had elevated deficit reduction to topic A. Balancing the federal budget was a matter of common sense and would be simple, Perot claimed. Balanced-budget mania was now sweeping the country. The deficit problem had never been central to Clinton’s vision, but the Clinton team now realized they were obliged to include specific deficit reduction goals in their overall plan. Unfortunately, Clinton’s campaign pledges—new investments, a middle-class tax cut, a stimulus of fast-track spending to jump-start the economy, and health care reform—were expensive and could increase the deficit.

Promising to balance the federal budget at the end of a four-year presidential term was standard campaign fare. Clinton saw the dilemma and asked if there were any way they could credibly put out a plan that would include his promises but also balance the budget at the end of a four-year term.

No, said Sperling, supported by the others. The numbers just didn’t add up, especially if they wanted significant new spending on investments. If they issued a plan, they would have to say they couldn’t balance the budget in four years.

Clinton said okay.

Someone suggested that Clinton promise instead to cut the deficit in half at the end of four years, a more realistic goal.

Clinton again approved.

Turning to the investments, Clinton expressed concern that the plan didn’t say enough about technology and infrastructure and didn’t devote enough money to these areas. How could they justify skimping on those key investments? he kept asking.

The investments, especially infrastructure, had been a sore spot. Reich and Magaziner had been urging $50 billion a year in new infrastructure spending, while Sperling and Shapiro felt that figure was too high. At the meeting, the group settled on $35 billion a year, agreeing that it would still amount to a massive program.

They also had to decide what to do about the middle-class tax cut. Reich had been suggesting that it be dropped altogether, but Stephanopoulos and others were leery of jettisoning what had been more than an important campaign promise. The screwing of the middle-class had been the foundation of Clinton’s campaign. He had to offer some relief.

Sperling proposed a solution: Clinton had also been advocating a tax credit for families with children. It had been in the January plan. Instead of abandoning either tax break, why not offer families a choice between the two?

Satisfaction washed over Clinton’s face. “That’s a really great idea,” he said. It had the appeal of helping kids, while beginning a march away from the middle-class tax cut. Under the latest calculations the either/or proposal would cost $17 billion a year, compared to $40 billion for both tax cuts together.

Perfect, thought Stephanopoulos. It was the ideal Clintonian solution—down the middle and offering a choice.

Near the end of the meeting, Boorstin turned to Clinton. “You know, Governor,” he said, “Gene Sperling thought he was going to be fired today.”

“Why?” Clinton asked.

“Because of the $90-billion-a-year difference on defense,” Boorstin said.

Clinton went over to Sperling and put his arm around the new, much younger man.

“In my campaign, that doesn’t even qualify as bad news,” Clinton joked reassuringly. Everyone laughed, most of all Sperling. Clinton left to see the latest Harrison Ford movie, Patriot Games, based on a Tom Clancy novel.

Stephanopoulos was pumped. The meeting could not have gone better as far as he was concerned, and most important, Clinton had departed in a good mood. “Now stay here,” Stephanopoulos said to Sperling. “Don’t go home. Stay here in the hotel and work on this.”

Sperling took the instruction literally. He and Boorstin stayed up, toiling away late into the night. Under close examination, they discovered other things that didn’t add up.

•  •  •

ON SUNDAY, Sperling took a hard look at the health care numbers in the plan. They had been compiled by Ira Magaziner, another intense, driven workaholic, who prided himself on his analytic mind. Valedictorian of his 1969 class at Brown University, Magaziner had led a successful student drive for a more flexible curriculum. A tall, unkempt man, he had moved from utopian agitator to business management consultant, running his own firm called Telesis for ten years. Magaziner generally was a man for grand designs. Some of his ideas had been used in a health care plan adopted by the state of Rhode Island, and he wanted Clinton to endorse something similar for the nation. Magaziner said national health reform could eventually guarantee coverage to all Americans, including those 37 million currently uninsured, and still manage to save money by 1997. Some pegged the savings at $4 billion. The savings, he said, would be squeezed from the wasteful administrative costs that accounted for 28 percent of health care costs.

Sperling found Magaziner maniacal. Magaziner wanted to put his numbers in the economic plan, but his claims sounded absurd and implausible to Sperling. Most experts said health care reform would be an expensive undertaking. Sperling suspected that no one outside the campaign, no independent specialist, would support Magaziner. He knew that journalists would immediately check the numbers, and it would make news if no one else supported them. Expert validation was essential. He told Magaziner he wouldn’t include the health care numbers in the plan unless a respected outside authority backed them up. Sperling suggested Henry Aaron, an economist at the well-established Brookings Institution and a recognized health policy expert.

Sperling and Magaziner phoned Aaron for a three-way conference call. As Sperling expected, Aaron said he didn’t think health care was as waste-based as Magaziner claimed. Aaron declined to support anything close to Magaziner’s estimates. He believed that only 1 or 2 percent of costs could be saved each year. Aaron added that a tax increase would be needed to pay for universal coverage.

Magaziner disagreed.

Aaron thought Magaziner was approaching the problem not as an economist but as a management consultant. Consultants believed that every business had 15 or 20 percent of fat that could be trimmed. Aaron hung up the phone convinced the Clinton team was flying by the seat of its pants. The call only reenforced his belief that campaigns were the worst environments for serious policy planning.

Sperling offered to let Magaziner find his own experts.

“They’re all wrong,” Magaziner insisted.

“Ira,” Sperling replied, “you might be the smartest person in the world, but in presidential politics, if the experts don’t verify you, you get hit on national television, and then it’s a disaster.”

Magaziner retreated a bit, saying that for the purpose of the campaign he would acknowledge that reform might cost $10 to $15 billion a year. Still, no one was buying.

Later in the week, back in Little Rock, Bob Boorstin took a stab at reasoning with Magaziner as they were traveling in a van to the Governor’s Mansion. “No one believes you will save $4 billion,” Boorstin told Magaziner. “It doesn’t pass the smell test.” He touched his nose and sniffed once, then twice. Smell was vital in politics. “Look, I used to be a New York Times reporter, and this is just not credible.”

Magaziner insisted money could be saved.
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IN LITTLE ROCK, at about 4 P.M. on Thursday, June 18, Clinton met at the mansion with a number of advisers, including Stephanopoulos, Sperling, Magaziner, and Shapiro. Sperling presented his latest round of work. By using the framework of a budget, showing both the spending and revenue sides of the ledger, he made it clear that they would have to account for the cost of each new program they proposed. Immediately, problems began to appear.

Sperling suggested significantly lowering the percentage of the cost of meals and entertainment that businesses could deduct from their taxes, from 80 percent to 50 percent. Someone criticized the idea, saying it would anger restaurant owners, who depended on expensive meals for their profits. Another person said it would set off a national debate, that Clinton might be accused of taxing food. It might hint at a national sales tax and confuse people. Clinton rejected the proposal.

The atmosphere turned negative. Every minor spending cut had a downside. Clinton could be eaten up for two weeks over each one. Suggesting these cuts was like chopping the candidate’s head off for nothing, because no vocal constituency would support the cut. As these problems arose, Stephanopoulos carefully monitored Clinton’s mood. At one point it seemed Clinton was going to kill the whole plan, but by the end of the meeting he was still on board.

•  •  •

FRIDAY MORNING, the team gathered in the Governor’s Mansion again. Sperling, looking for more revenue to pay for the new spending, had suggested additional new taxes on inheritance, securities transfers, alcohol, and tobacco.

John Kroger, a politically moderate former Capitol Hill aide who had been recruited by Stephanopoulos, erupted. Kroger worked under Bruce Reed, who had come from the Democratic Leadership Council, and the two of them had originally been assigned the plan. They had assumed it would remain their own domain and had felt ambushed when Stephanopoulos reassigned it to the more liberal Sperling and Boorstin. Kroger and Reed never would have drafted a plan like this. It was tax-and-spend, Kroger said, the old formula that plagued the Democrats, and they would get killed on it. Clinton would lose the election.

Clinton seemed to agree. The group began to review the plan, looking to minimize the taxes. Infrastructure—which Sperling had already lowered to $35 billion annually from Magaziner’s proposed $50 billion—came down to $20 billion, with Magaziner fighting tooth and nail. Other taxes were scrapped, and the remaining ones were forced to account for more money. A tax on foreign corporations, which realistically might have brought in $5 billion over four years, was now saddled with the burden of bringing in $45 billion. Boorstin and Sperling knew it was a lie, a vast overestimation, but they had to balance the books and the $45 billion had come from a congressional report, providing at least some outside verification.

Kroger had prepared a separate list of spending cuts. Let’s review those this afternoon, Clinton said.

In the afternoon they met at Clinton’s office at the Little Rock Capitol. Kroger read through the list of spending cuts one by one. The group shot back reactions. Nothing went over well. All it took to kill a cut was for someone to say that it would hurt them in a certain critical state or with a powerful interest group.

On almost every cut, Clinton asked whether others outside the campaign had been consulted. He wanted to run the agriculture cuts by Arkansas Senator David Pryor, a close friend. He didn’t want to impose water and grazing fees because he thought he had a shot at winning in the normally Republican West. Other reductions he liked but didn’t want to commit to paper. How could he call this governor or that senator and simply announce these cuts? As a governor himself, he said, he would be furious if the party’s presidential candidate did that to him. He needed more time to study the proposed plan, more time to consult.

Clinton was asking the right questions, Stephanopoulos felt. The plan wasn’t perfect. But, he thought, they could check it and consult it to death. There was a time to leave well enough alone, and with the deadline hanging over them, he grew frustrated. He was beginning to feel that the mere existence of a plan and the act of putting it out would be more important than the actual details.

One by one, Clinton ruled out other cuts. By the end, only one specific survived: curtailing government subsidies for honeybee producers. It would save just $40 million over four years. They wound up placing other savings in a nebulous middle ground between the broad rhetoric of “cutting waste” and actual programs to be trimmed. They listed areas like “Intelligence cuts,” relating to the Central Intelligence Agency and other spy agencies, and “Reducing overhead on federally sponsored university research.” Words like “streamline,” “reform,” and “consolidate” were invoked without explanation. Even after backing off the specifics, Clinton seemed ambivalent about issuing the document without more political input.

•  •  •

AT 8 P.M. Friday night, the team met at campaign headquarters, the Gazette Building in downtown Little Rock, to put together a final plan. Issues that had been left unresolved earlier now had to be pinned down, and arguments broke out, with many insisting that the consensus had been closer to their own positions. Kroger and Sperling fought over how toughly to word the section on crime. Boorstin sat at the computer, trying to act as mediator.

Health care remained a question mark. Magaziner still hoped to claim some savings from reform; the others maintained it was impossible. In the end, they threw in arbitrary numbers they had essentially made up. The late-night session broke up close to 5 A.M.

•  •  •

DURING THE CRITICAL WEEKEND, Bob Reich was in the hospital, having both of his hips replaced. Eager to keep an eye on the investment program, Reich talked to Sperling periodically by phone, and was eventually faxed a draft of the plan. When Reich read a copy, he called Boorstin urgently. Two things were missing, he said. One was Reich’s idea to create an “Economic Security Council,” a vague concept for White House coordination of various economic issues. That was not a big deal, and Boorstin promised to restore it.

The other omission was crucial. The draft contained no mention of Reich’s theory of human capital, the notion that a country’s most important resource was its people. This theory underpinned the whole argument for investing in education and job training; it was the link between helping people and bringing an economic revival. It meant as much to Clinton as it did to Reich. “You could do me a big favor if you put that back in,” he told Boorstin calmly. Boorstin included the idea on the second page of the plan: “The only resource that’s really rooted in a nation—and the ultimate source of all its wealth—is its people.”

The plan still needed a catchy title. Stan Greenberg wanted to contrast the plan with Reaganomics and helping the rich. He and Boorstin also wanted to tie the plan’s title to Reich’s “human capital theory.” But Reich’s phrase, while an economist’s delight, was a sloganmaker’s nightmare and had zero voter appeal. They had to translate the notion into plain English. Finally they came up with a name: Putting People First.

•  •  •

ON SATURDAY MORNING, in the mansion basement, Clinton met with Stephanopoulos, Sperling, and Kroger for the final vetting. He wanted overall assessments of the plan. Sperling said it was great. Dukakis had never put a price tag on anything in 1988, and here Clinton was laying out all this detail.

John Kroger said he also believed the plan was strong, but added warily that he would prefer more deficit reduction.

Stephanopoulos felt like killing Kroger. He knew the remark would only revive Clinton’s doubts. Clinton let loose. In an outburst of renewed anxiety, he said their breakneck pace was not producing a serious document. They were moving too hastily. Cuts hadn’t been checked. They needed more time to consult. To Sperling, Clinton seemed to be riding a roller coaster, high on the plan one moment, down about it the next. It was all happening before their eyes—deep, near-terminal ambivalence.

Stephanopoulos was practically jumping out of his skin. He had seen Clinton act like this before, disliking, discarding, or wanting to change what he read. His initial reaction was always to resist, to say no, to force more discussion and debate.

Clinton then asked about the health care numbers, whether everyone was on board supporting them. His aides confessed that the numbers had basically been made up. They had no strong outside validation. Clinton was astounded. They replied that the widespread disagreement on the cost of health care reform meant that any numbers, though arbitrary, could not be effectively challenged.

Clinton wasn’t buying. He wanted to drop health care from the plan altogether. He wasn’t comfortable with the numbers and there wasn’t time to check them out. His discomfort was spreading again, threatening to infect and destroy the entire plan.

“What’s the backup? I’m not sure about this,” he said as Hillary walked in.

“Look,” she said, “if you’re not sure about it, then nobody should be sure about it, because you’re the one who has to stand behind whatever it is that is written. So it shouldn’t be done until you are satisfied. And if that means not doing it right now, we don’t do it right now.”

Calmly, Stephanopoulos tried to make the case for retaining health care. It was critical they put out a plan.

Hillary suggested that they should show the plan around before releasing it, circulate it to 150 or 200 members of Congress and other elected officials to get feedback.
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