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year mayor'’s stiapend provided. He
didn’t mention ?Medlar.

But he did.n't have to. On Oct. 14
the San Arstonio Express-News ban-
nered a stwry under the headline “Cis-
neros Cronfesses Deep Love for Med-
lar,” ‘provoking a citywide feeding
frer=y as newspapers and broadcasters
fir1ally published what they had known
fcor months.

Cisneros handled the scandal with
aplomb, acknowledging the affair, re-

fusing to blame reporters for invading
his personal life, and asking for “time to
work it out.”

The confession was the stuff of tab-
loid dreams, but it also had a purgative
effect, for once Cisneros told the story,
the game, it seemed, was over. He had
ainned, confessed and sacrificed his
job—done the honorable thing. When
the FBI asked him five years later
about payments to Medlar, he could
say honestly, “It wasn't hush money—
there was nothing to hush.”

But what about Medlar? The day the
story broke, “I got a call from one of
my best friends, who told me I was the
most hated woman in Texas,” she said.
“Everybody thought I had gone to the
press, which was just not true.”

San Antonio immediately tagged her
as the “home breaker” who had cost
the city's favorite son his career, she
said. But, she added, she was the one

who lost two fund-raising jobs within Y

eight hours after the initial story ap-
peared and the one whose spouse ﬁled
for divorce.

And while Cisneros sought redemp
tion in the public spotlight, Medlar hun-
kered down, hoping that the whole
mess would go away: “I ‘'mnot accus-
tomed to laying my life in front of the
press, as a lot of politidans lie Henry
and a lot of other people are. I could
oever see myself doing that.” .-

Medlar had no jobs—hasn’t’ found
meaningful work since—and simply
waited for Cisneros's divoree and for
her dreams to become reality. She said
Cisneros lived with her for 11 months |

beginning in December 1988, and in- !

sisted that she not contest her own di-
vorce, because “if it was messy, it
would bring Henry into it.”

And why bother? “He said that, of
oourse, we were going to be together,
and I didn’t need anything from Stan,”
Medlar said. So she got no alimony or
child support, and she gave back every-
thing, she said, including the Mercedes
and the Rolex watch.

Cisneros said he kived in an apart- -

ment during the period, not with Med-
lar, and denies ever putting pressure

~ on her over her divorce: “She made

those deasions basially on her own.”

Also, he added, “there were serious
misgivings on my part” about what he
should do. Continuing the affair was
going to “disrupt the lives of a lot of
people.”

Feeling “a profound sense of loss,”
he said, he told Medlar of his doubts
around Thanksgiving 1989. Soon after
that he traveled to Houston for a gall
bladder operation, then left the hospital
with Mary Alice and moved back
home,

Medlar, stung and hurting, cefused
for weeks to see Cisneros, who, she
said, was calling her constantly and had
left Chnstrnas presents on her door-
step. In January, she finally agreed to
see him and in a long tortured conver-
sation she and Cisneros worked out the
payment plan. But it wasn't over yet.

Cisneros continued to see Medlar,
first in San Antonio, then after Medlar
moved back to her home town of Lub-
bock. The affair only ended in 1991,
when Mary Alice filed for divorce and
named Medlar as a corespondent. Cis-

' neros stopped seeing Medlar, and the

divorce filing was dropped. By this
time, on the advice of a friend, Medlar
was taping all her telephone conversa-
tions with Cisneros.

Still, the payments kept coming.
The investment company Cisneros or-
ganized did well, and supporting Med-
lar did not seem a problem. And she
continued to need the money.

The Tale of the Tapes

By late 1992, when the “Inside Edi-
tion” tapes begin, it is clear that while
Cisneros and Medlar still shared inti-
maces on the telephone, they had also
begun to talk past each other.

Medlar said that she knew for sever-
al months that Cisneros, deeply in-
volved in the Clinton campaign, would
seek a job in the new administration.
“It was what he had been thirsting for
all these years.”

For Medlar this was bad news.
From a job where, by his own esti-
mate, he was earning in the neighbor-
hood of $350,000 per year, Cisneros
would go to a salarked position with vir- -
tually no outside incone. i

“If you do it,” she told him on a tape,
?.alre,fe’s no way to work out the finan-

No matter: “Well,” he replied, “it’s a
problem, but my alternative is to die on
the vine.”

-~ Knowing that she was fighting a los-
mng battle, Medlar listed reasons why
Cisnerus shouldn’t take a Cabinet job.
She mentioned other alleged extramar-

- ital affairs and brought up a.$10,000

cash payment he suppasedly accepted
from Texas developer Morris Jaffe
while he served as mayor. Cisneros re-
peatedly denied any indiscretions with
either women or money.

A simple reading ot the transcripts
suggests that Medlar was trying to get
Cisneros to incriminate himself on
tape, but Medlar says no. In fact, she
says, she felt that Cisneros was blam-
ing her for his political eclipse. She was

simply trying to point out other skele- ‘ that he understood the FBI nieant

tons in his closet.

She says now that she never saw
$10,000 changing hands, and knew of
this and the other alleged problems on-
ly from conversations she had had with
Cisneros.

What is clear from the tapes, how-
ever, is that Cisneros was desperately

_Wworried that his financial arrangement

l with Medlar could sink his political
' hopes. This took on greater signifi-

cance on Dec. 2, 1992, when he
phoned Medlar to tell her about a 2'%-

hour conversation earlier in the day|

with Texas Gov. Ann Righards.
Clinton was planning to make Texas
Sen. Lloyd Bentsen his treasury secre-

tary, and Richards needed to appoint |

)

o~ \

in the Senate anyway.

Ten days later things changed. Clin-
ton picked Cisneros to be HUD secre-
tary, and the vetting process had be-
gun. First the transition team sent
Webster Hubbell to talk to Cisneros,
and Cisneros told Hubbell about the
payments.

But he appeared to low-ball the
numbers: “I told them, well it came to
$10,000-315,000 over a year,” he said
to Medlar. While it is clear that Cisne-
ros never knew exactly how much he
had paid, he later acknowledged much
more than $15,000—closer to
$50,000 per year.

Regardless of the amount. Cisneros
came away from the vetting convinced
that his appointment would be torpe-
doed: “I think Clinton will have prob-
lems,” he told Medlar. ‘1 feel like I'm
not going to be nominated.”

But, Medlar said, “If you had never
said anything about it . . .”

“] couldn't afford to do that.” he re-
plied. There was too much risk that it
would come out later, blind-siding the
administration.

The transition team digested Hub-
bell’s report, and approved the appoint-
ment, but Cisneros did not relax. With
confirmation heanngs coming up. the
FBI was “crawling all over everything,”
he told Medlar i a conversation dated
Jan. 4,1993. o]

Cnsneros was surprised that
had been to see Medlar, and warged
what she might tell the mvstzpﬁ:
But, he said, “let me tell you something
you're not going to believe, I trust you

. I trust you with my life.” 7. %
“I wouldn't go that far,” Maﬂa;.m
plied.

“Well, this is my life, it's on the fng,”
he said. “if they [the FBI] knodv'me
out, man, I am wiped.”

But they didn’t knock him out. The
FBI never talked to Medlar, and the i
vestigators decided the payments Were
“assistance, understandable under the
draumstamres,” Cisneros told Megfar
in mid-January. They had decided” that
Cisneros had paid Medlar $60,000,
“virtually the truth,” he said.

As a grand total for three years,
however, $60,000 was not acasute,
but Cisneros said in a recent in

$60,000 “a year.” The Justice Depart-
ment presurnably is checking the.re-
cord.

During 1993, Cisneros made thme
payments to Medlar totaling $55,000,
then stopped, saying he could no Jon-
ger afford them on his $148,400, Cabi-
net salary. Medlar said she has not s
ken with Cisneros since late 1993, .

John Paul's heart was rebuilt at a
Philadelphia hospital in mid-1993, and
he is making “a miraculous reoovery.
acoording to his father.

Cisnerus, by all accounts, is dn ex-
cellent HUD secretary—a powerful
spokesman for the poor, a sound aa-
ministrator and a skilled innovator,

Medlar says she is not faring well.

someone to fill the Senate slot—a| Reclusive and nervous, she isde-

Democrat who could subsequently win
the seat in an open election. Cisneros
was a natural choice, and Richards
called him in to talk about it.

“I told her everything she needed to
know to make the call,” Cisneros said
on the tapes, including the payments.
“She’s concerned about the money, and
convinced that that's a killer.” Cisneros
said he was not particularly interested

pressed, worried about house pay-
ments and debts and desperately look-
ing for work. “This is behind the
scenes and nobody's going to care Who
I am,” she said of her latest plans; “I7
do anything at this point that's not fu-
dity or going on a talk show.” \

Now, Linda Medlar says, she is hok
ing for work cleaning houses.
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28 March 1995

Mr. Rex Scouten

Curator of the White House
The White House
Washington, DC 20500

Dear Mr. Scouten,

I want to thank you again for taking the time to talk to me about Save
Outdoor Sculpture! (SOS!), which is a joint project of NIC and National
Museum of American Art (NMAA), Smithsonian Institution. Both the First
Lady’s project to place outdoor sculpture in the First Lady’s garden and
SOS! highlight the importance of this most accessible aspect of our artistic
heritage.

SOS! has recruited more than 15,000 volunteers from every state to
complete the country’s first inventory and condition assessment of all
publicly accessible outdoor sculpture. This information will be entered in
the NMAA'’s database as a permanent record—the first such nationwide
inventory of art. Many of the volunteers are forming adopt-an-outdoor
sculpture programs in their communities. We have many examples of
dedicated citizens taking action to preserve outdoor sculpture. Enclosed are
photographs of selected projects and their work and an article on SOS! in
the April issue of Smithsonian.

Business leaders have joined local citizens in many cases. For example, John
Bryan, member of the President’s Committee on the Arts and Humanities
and CEO of the Sara Lee Corporation, has been immensely helpful to our
effort. His corporation paid for the restoration of an Abraham Lincoln
statue in Chicago. We have used an interview with him urging other
business leaders to take similar action in two videos to be circulated to more
than 100,000 people.

We hope that you and the First Lady will be interested in highlighting
outstanding examples of what citizens have done at the local level, either
as part of the ceremony recognizing those who have contributed to the
exhibition that you are installing next week or ori some other occasion.
Perhaps this could be part of recognition of National Volunteer Week,
which is observed in April.

Elizabeth Broun, Director of NMAA, and [ wculd be pleased to discuss this
with you further. I will call to arrange an appointment.

Sincerely,
/T A

Lawrence L. Reger F/‘"V-J
President SRS
s, Tl frF L
} - /v’_yn-&—

It is no small thing to ourwir time. > w7 f‘».-/l-‘7 .
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FIRST LADY HILLARY RODHAM CLINTON

REMARKS FOR THE RECEPTION FOR THE SECOND SCULPTURE EXHIBITION
IN THE FIRST LADIES GARDEN
THE WHITE BOUSE
MAY 15, 1995

It is a pleasure to welcome so many friends and lovers of
art as we celebrate the second exhibition of contemporary
American sculpture in the First Ladies Garden.

At a time of great debate about the role of art in society,
I am particularly pleased that we can showcase American art and
artists at the White House. The President and I have always
believed that art is not a marginal part of our culture, nor a
luxury that should only be accessible to those who can afford it.
Art evokes our emotions and provokes our ideas. It enlarges our
understanding of the world around us. It tells us who we are and
what we can be. And it ought to be experienced and shared by all
Americans.

The 12 pieces assembled for this exhibition represent
American sculpture since 1965. Like the sculptures in the first
exhibit, which some of you saw while they were on display in the
fall, these sculptures embody the rich diversity of American
artistic tradition and reflect the power of creative expression
in our culture.

I hope you and the tens of thousands of visitors and guests
who pass through here over the next few months will feel the same
sensations of joy, excitement, inspiration, intrigue, and
challenge as I do when looking at these wonderful works of art.

And I hope that in seeing this exhibit all Americans will be
reminded of the vital role that art plays in strengthening the
democratic ideals upon which our nation is founded.

As some of you know, the idea for this exhibition was
inspired, in part, by First Lady Jacqueline Kennedy Onassis. My
all too brief friendship with her left a lasting impression on
me, as it did on many others. It is a fitting tribute to her and
to the extraordinary contributions she made to the White House to
keep alive her appreciation of the arts through this ongoing
exhibition of contemporary American sculpture.

Many people have helped us realize this dream: Townsend
Wolfe, the director and chief curator of the Arkansas Arts
Center; J. Carter Brown; Rex Scouten; Jane-Alexander; awd George
Neubert, curator of the last exhibit.aad members of The Wiule Huse .
thisforical Brs obioationn @ the Commitbee oo The Presevdaton of Ne Wl fe
I would also like to thank Betsy Broun [Brune], director of
the National Museum of American Art, and Larry Reiger [Ree-gur], U‘”SE
for their efforts to save and preserve our nation's outdoor
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THE BROOKINGS INSTITUTION

1775 Mussacruserrs Aveave, N, Waswinveran, D.C  20086-2188
TELEPHONE: 202/797-6000  FAX: 2021797-6004

Economic Studies Program

April 28, 1995

The Washington Times
3600 New York Avenue, N.E.
‘Washington, D.C. 20002

To the Editor:

In trying to derail Alicia Munnell’s rumored appomtment to the Board of
Governors of the Federal Reserve, The Washington Times seems prepared to attack Ms.
Munnell for positions she has not taken and to misrepresent those she has taken.

Rather than favoring the use of Social Security reserves to cover deficits elsewhere
in the budget, Ms. Munnell before serving in the Clinton Administration favored Senator
Moynihan's proposal to move Social Security finandng to a pay-as-you-go basis, which
would have prevented the practice The Washington Times ostensibly deplores.

The Washington Times charges that she is weak on policy to promote price stability,
but then presented exactly no evidence-zero, nil--to support this charge. Instead, it
invokes a recommendations on pension taxation she made at a scholarly conference well
before joining the Clinton Administration, despite the fact that the Federal Reserve has
no voice on tax policy.

It also attacks a study of the Boston Fed, which found evidence of discrimination
in the fact that black applicants for mortgages are approved less often than similar white
applicants. It reports that similar default rates in white and minority census tracts, as
if this fact refuted the finding of discriminatory lending practices. In fact, it seems to
confirm the rumored practice of geographic "red-lining,” something that seems not to
perturb the editorial writers of The Washington Times.

Hey, guys. Even hatchet jobs have certain standards.
Sincerely yours,

oo,

Hernry J. Aaron
Director

- Fousnsn 1916«
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Congress of the Wmrted States

JOINT ECUNOMIC COMMITTEE

rmmo-uuu.mvoucmonulmuwm mchufgg M,\'{ |2 MU : ‘ G
Washington, B 20510-06602

May 10, 1995

The President
The White House
Washington, DC 20500

Dear Mr. President:

Your upcoming opportunity to nominate a member to the Federal Reserve Board of Governors
carries great importance for the financial and economic health of this nadon. The term of this Governor
will run into the 21st century; a century which will be characterized by both rapid integraton of the
financial markets and global financial trade. We would like to communicate our concerns that this
nomination be fashioned with 8 kecn cye rurned toward the stability of our currency and the importance
of keeping our capital markets free from burdensome regulations, Lixes and mandates.

A recent hearing held by the Joint Economic Committee regarding the role of the Federal Reserve
pointed out that the Fed should have the independence to concentrate on only one goal -- price stability.
No other goal is as worthwhile or productive. Any attempt to use monetary policy 10 boost the
pertormance of the economy in the short-term exaccrbates financial market volatility, undermines the value
of US. currency, and leads to higher unemployment over ume. A Federal Reserve monetary policy based

on price stability is the best way to assure strong and consistent job growth in both the short and long-
term. '

A commitment to sound money policy pays huge dividends; conversely, a lack of cummitment to
these palicies does an equal amount of damage. Argentira and Mexico provide vivid examples of each
philosophy. Argentina’s commitment to 2 monetary policy which regards its currency as a contract with
its citizens has increased confidence and stability during a time of financial market upheaval. Mexico’s
series of monetary maneuvers, which were designed to help the economy in the shoit-run, have forced that
country and its citizens to pay a remendous price in lost jobs (reportedly 500,000 this yeur alone), high
inflation, and plummeting standards of living.

These diverse examples of the profound importance of monctary policy should provide 4 warning
10 our own nation, especially as we move toward the 215t century and the high degree of global financial
integration that it will contain. Sound money policies and unfettered financial markets are essential for
continued growth in employment, incomes, and profits. '

cE ey e CMdiALl o« RA=PI-C ¢ AZAL J21d03319] XQJIK:AR IN3S
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Front-Runner
For Fed Makes
Banks See Red

By JARET SEIBERG

B9 202 6220073

WASHINGTON — President
Clinton would probably ignite a
firestorm of protest within the
banking industry if he nominated
——— A ssistant Treasury
Secretary Alicia
Munnell for a seat
on the Federal
Reserve Board.

Bankers know
Ms. Munnell
——~——— largely because
of a controversial study on
lending discrimination that she
wrote while director of research
at the Boston Federal Reserve
Bank. That study concluded
that banks discriminate against
minorities.

But Ms. Munnell has excited
controversy in a number of other
areas in which she has published
research. particularly in the
fields of pension funds and pub-
lic investments.

President Clinton has not
decided whether to nominate
Ms. Munnell for the Fed seat,
and some industry sources said
this week that the White House
may have chosen to cast a wider
net for candidates.

However. the 20-year Boston
Fed veteran emerged as the
front-runner last week after for-
mer Wachovia chairman John
Medlin withdrew as a candidate
for the seat that was vacated by
former banker John LaWare.

Bankers. who believe the Fed

AMERICAN BANKER

is already too dominated by
economists. want one of their
own picked to renlace Mr.
LaWare.

“People in the industry have a
strong preference for a bona fide
banker,- someone with actual
banking experience.” said Joe
Belew. president of the Con-
sumer Bankers Association. A
banker can best explain the in-
dustry’s needs to the economist-
dominated Fed, he said.

But the industry’s dismay over
Ms. Munnell goes weil beyond
her lack of experience in a com-
mercial bank. Those familiar
with her work are enraged by her
fair-lending study.

“She'll never be confirmed.”
said one angry bank economist,
who, like many others. asked that
his name not be used in connec-
tion with a criticism of an official
who could become an industry
regulator.

But Ms. Munnell's strongest
critics are her fellow economists,
some of whom said the Harvard
Untversity PhD advocates ex-
treme economic theories and
uses overly simplistic economic
models that produce misleading
resulls.

They point to her three most
well-known interests — fair-
lending. pension taxes. and pub-
lic investments. as evidence of
her problems.

On fair-lending, Ms. Munnell
almost single-handed!y created a
new industty — fair-housing
consulring.

The Boston Fed study which
she directed renewed interest in
the area and initiated a string of
bank prosecutions by the Depart-
ment of Justice.

Today. nearly every bank in
the country is reviewing its oper-
auons carefully with au eye to-
ward potenual violatons et the
Equal Credit Opportunity Act
and the Fair Housing Act.

In the studv. Ms Munncil xnd
her three co-authors reviewed
Home Mortgage Disclosure Act
data and additional informaton
collected from foan tiles. und
concluded that  Bostan-arey
hanks were diserinunating oo the
hasis ol race )
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“People in the
industry have a strong
preference for a bona
fide banker, someone

with actual banking

experience.”

joe Belew
President.
Consumer Bankers Associanon

Community activists are quick
o praise the study. "It was an 1m-
portant watershed event that ab-
solutely promoted a dramatic
change in the dialogue on fair-
lending.” National Community
Reinvestment Coalition president
john Taylor said. “That was a
verv good thing.”

Bul a number of econofusts
who have reviewed the study said
her conclusions are off base.
They said she grusinterpreted the
datz and failed lo include key
variables that would have altered
her results.

“A lot of people are really
starting (0 zero 1n on the Boston
Fed study.” said Bert Ely. an in-
dustry consuliant best known for
predicting both the magnitude of
the thrift crisis and the speed with
which (he banking industry
would rctum to health.

“1t had a Jot of 1mpact. but the
more people look at the method-
ology, the more pepple are gues-
honing 1" Mr. Ely added.

A number ol others have
cuised sinular questions. includ-
e Federal Depostt Insurance
Corp  cconomust David Homme.

ConT
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The Honorable Robert E. Rubin
April 28, 1995
Page 2

The Clinton administration has made splendid appointments to the Board of
Governors in Alan Blinder and Janet Yellen. The appointment of Alicia Munnell would
add another member of similar capacity and temperament. [ pray that the Ad-
ministration will consider her appointment favorably and not be dissuaded by attacks
from quarters that can be counted on to oppose virtually anything the Clinton
Administration does.

Sincerely yours,

enry J. Aaron
Director



































