
credits f• those with children part of 
the legis ation to raise the nation's 
debt ce g and allow more govern-
ment bo owing. That legislation is 
scheduled for a vote the week of Feb. 
26, shorty before the Treasury says 
the gove ent would be forced into 
default. 

The bui get deadlock also drew a 
warning om Moody's Investors Ser-
vice, a t . or Wall Street evaluator of 
creditwo less, which threatened to 
lower its q 	 iality rating on $387 billion 
in Treas debt. The move was the 
most . .tic reaction yet in the fi-
nancial wi Id over the possibility of 
default. Bo d prices lost some of their 
earlier . o s as word of the Moody's 
announce n ent spread. But the reac- 
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Clinton and GOP 
Agree to Disagree 

Washington Post Staff Writers 

President Clinton and Republican 
congressional leaders yesterday 
agreed to put aside their broader dif-
ferences over the budget and work on 
a limited agenda of spending cuts and 
tax credits to end their long standoff. 

The political atmosphere, poisoned 
by the budget struggle between the 
two sides, seemed to sweeten practi-
cally overnight following Clinton's 
State of the Union address. 

Republicans, who earlier this week 
were predicting trench warfare over 
the budget and spending legislation 
for the rest of the year, instead de- 
clared a desire to find a bipartisan so-
lution that would assure at least a 
"down payment" on their long-term 
balanced budget strategy and a 
scaled-back version of their tax cut. 
Closing any part of the government as 
a tactical maneuver was almost unani-
mously ruled out of bounds. 

Strategists of both parties said Clin-
ton's Tuesday night televised address 
may have been a turning point for Re- 
publicans, forcing them to acknowl-
edge the lack of public support for 
their strategy if not their agenda. 
"They had to be looking at the same 
focus groups we looked at," said one 
Democrat. "They are getting their 
clocks cleaned on how they are han-
dling these budget issues and Clinton 
made it worse for them in his speech. 
They need some success and some 
governing." 

Yesterday Republican leaders ap-
peared to have closed the door this 
year on the ambitious GOP agenda to 
downsize vastly the federal govern-
ment, reduce spending and eliminate 
the deficit in seven years. "We do not 
believe now it is possible to get a 
budget agreement," House Speaker 
Newt Gingrich (R-Ga.) said yesterday. 
"But I do think you can take steps." 

Gingrich described a telephone con-
versation yesterday with Clinton as 
"very positive" and said the president 
"was intrigued" with his concept of 
making some spending cuts and tax 
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scured Majority 
R. Kasich (R-Ohio). 

on deficit reduction." 
Republicans over the last few 

months have used the temporary 
spending measure and the threat of a 
government shutdown as well as ex-
tension of the debt ceiling legislation 
as leverage to force Clinton to accede 
to their terms. But in recent weeks, 
GOP leaders have begun to back off. 

A Republican congressional strate-
gist said, "The Republicans need to 

demonstrate they can get some things 
done and Clinton needs to show he can 
walk the walk." 

"Walk the walk" has become the 
GOP catch phrase for calling on the 
president to match in deeds his words 
pledging a balanced budget and a 
smaller, less intrusive government. 

Public and private polls—and focus 
groups assembled by both parties to 
watch the speeches and react—all 
seemed to show Clinton getting high 
marks for trying to reach out to Re-
publicans and get things done, and for 
handling the budget battles. 

By contrast, Dole's response, and 
Republicans overall, drew sour reac-
tions. White House officials argue that 
Republicans are now convinced that 
Clinton's handling of the budget issue  

has significantly more public support 
than Republican handling has and that 
that public conclusion, in place for sev-
eral weeks now, will not change. 

A House Republican aide said, "The 
speech really was a turning point not 
because of what was said but because 
it was the last rhetorical contest over 
the big picture and big promises with 
both sides now intent on breaking 
away from the budget morass and get-
ting some things, maybe substantial 
things, done beyond deficit reduction." 

What Gingrich is trying to assemble 
is an agreement on more than $100 
billion of spending savings that both 
sides have tentatively agreed to dur-
ing the more than 50 hours of budget 
talks at the White House. They also 
have proposed a $125 per child tax 
credit for families retroactive to 1995 
and a $500 per child tax credit for 
1996, with a cost to the government 
of about $29 billion. 

Senate Finance Committee Chair-
man William V. Roth (R-Del.) said, 
"We're very much interested in taking 
a hard look at it." Dole aides said the 
majority leader supports the 	01JUJ- 
2dS. 

Clinton and his top aides continued 
to call yesterday for a debt extension 
without any policy attached to it. But  

pnvat y, several said that House Ke-
publi s would need some kind of se-
rious s' eetener to vote for the debt 
increas and that the president under-
stands it might not get the votes oth-
erwise however much the leaders 
trY." 

Be d the conciliatory words of co-
operati it, House and Senate GOP 
leaders yesterday continued to try to 
reach a eement on their most imme-
diate pi-shim, new legislation to fund 
de 	ents and agencies for which a 
fully 	appropriation has not been 
enacted The current stopgap meas-
ure exp es Friday night, and congres-
sional I dens stressed repeatedly yes-
terday .t they do not want another 
partial f: I eral shutdown. 

Hous Republicans would fund 
most of the affected departments at 
the level provided by House and Sen- 

ate co -rees, or at last year's level, 
whiche er was lower. The House 
GOP fa ors tightening the pressure 
on the 	nistration by doing away 
with provisions in earlier measures 
that limi ed the size of the cuts, pro-
tected fe s eral workers against unpaid 
layoffs d ruled out program termi-
nations. 

The e ceptions would be the de-
nnrtmen s of Labor, Education and 



Health and Human Services, which 
would be funded at the lower of the 
House level or last year's appropria-
tion but would be exempted from cuts 
of more than 25 percent below the 
1995 spending level. 

However, Senate Republicans were 
insisting on putting their own stamp 
on the House-drafted measure. No 
progress was made in resolving a dif-
ference between the two houses over 

abortion language contained in foreign 
aid legislation that will be attached to 
the spending measure. 

The foreign aid bill provides impor-
tant support to administration policy 
in the Middle East, Pakistan, Armenia 
and the Korean Peninsula. But Clinton 
and Senate abortion rights advocates 
oppose a provision blocking aid to 
overseas organizations that perform 
abortions, even though no U.S. money 
was used to terminate pregnancies. 

Staff writer Dan Morgan 
contributed to this report. 

FOR MORE INFORMATION ,43— 
To download software that lets you 
try to balance the budget, see Digital 
Ink, The Post's on-line service. To 
learn about Digital Ink, call 
202-334-4740. 


