
mail, narrib j>aiu, uuug vuu luwui*

Hill offices will be able

1
time, money, and paper. HIS is now imple- ^c^smay«sent wwh^su transferred thousands of corporations, universities,
mentogtte service and expeas «> mud. ^Sly io a word processing document and govenunenol agencies

%^XX>'«"Xr.’a(va„)rfE- beamqnereAi^ver.Blockingme™,. ^E±da‘i^SeslSwi„beavail. and^g'^ZEga Se

Mail called CC-Mail has been in operation ZZZjZeZZSS; S SZ^iSinT lest ’p£»v\a £.■

Foley Names 31 Members to Policy Group
Created Under Democratic Rules Package

6 met and unanimously agreed to allow the

communications system called CAPNET
Kika de la Garza (Texas), John Dingell Wise (WVa).

1992). The policy group will help fonnu-1992). UK policy group trill help fornw- U" * •«!>"»• ™ Akmg with Foley. Majority Leada Ri- is already op and ranning. It will be fully
latelegislativeprioriuesaltltebeg.nnutgof Moi’'"S^^^Har. dtaniclphardt (Mo). Majority Whip Dav- operational by next month.

ZZ^ridesj^pasriribythe Z^n ^iiM

Ga^^^Sp^ ^^Ued nS (Z), My (Conn), and Bill Richardson Senate, Library of Congress^Office of
caucus 13M yew, u* --------- - --- ' Natrhpf. fKvl Kennellv (Conn), and Bill Kicnaroson senate, i-iPidiy ui —

(NM) will serve as ex^fflcio members of Technology Assessment. General Printing

Office, and CBO.
Also: Reps. Tim Penny (Minn), Charlie the group.

r

By Karen Foerstel

this month appointed 31 Members to the

but after a flood of requests from Members and Gbey (WisL 

wishing tn join the group, the Caucus on Jan. /’ ’'T' nn‘~

for several years, most Dear CoUeague let- ing software so theuel^i^aU^y^iS 

ters still are sent by conventional, in-house "" *u

mail, said Bob Harris, director of informa­
tion systems and technology with the Sen­

ate Rules and Administration Committee.

wESSHS S1EEE
thalwasCTeaKdmDKanberaspanofa ^"mScS^S' (bkla). Jolene Unsoeld NET and is reviewing the same problems.

SSZcMJfSZ’.a SS»2S! EvXZ^>. Pa/wiUiams <Mon». and Bob Bu. inside W Beliway. ar Kash a new

' TERNET and the commercial X.400 net-
ch^ge;Mem^oldyn^drtosignupforiL work with several executive branch agen- 

In some cases, Members may need to up- cies, including the White House 
auc ureu oruonure .. - :3™. Rose noted during hearings of the legis-

While ISIS allows searches of Congres- lative branch appropriations subcommittee 
that questions of outside access to Hill files 
must be resolved before Congress can be 

broadly tied to the outside electronically. 
“Do you want the whole world to have 

electronic access to ydur computer? Or do 

 you want some restrictions” to access, like 

Rangel (NY), Tim Roemer (Ind), Dan Ros- requiring passwords for outside users, 

tenkowski(IU),LuciUe Roybal-Allard (Ca- Rose asked during the hearings. 
 v_/( v :, “The whole thing is fraught with oppor-

Chiick Schumer (NY), Neal Smith (Iowa), tunity for indiscretion,” Rose said.
“ . The Senate is also considering INTER­

was completed after two years of work, ThrOUgh INTERNET,
Harris said. All Senate state offices now ° ------

have access to DC files. • J

Back in the House, 13 personal offices x communicate 
and five committees are participating in a

pilot program to test a new Integrated Sys- electronically With
s and Information Services (ISIS) sys- „ _x_- Mc

i. ISIS simplifies electronic searches of COrpOrailuntf,

belwe« Ae two chambers can conununi- ISIS is an option that HIS provides free of
t   t vw^t., mzxzxzI i/x rinn nt* fnr it

“^ZSZuo.Mmpbyam.dpredia ^Mem^y Sd «, up- des. indudingdre Wbire Home.

 when direct E-Mail links between the House grade their hardware to receive ISIS^.

“ft’7a>ncxiv^le” diatSaiate-wideCC- and Senate would be established. But a test

once through a few quick, easy clicks of the

Members (such as urban Democrats or Senators might avoid using a new system.
Another reason is that, since the Senate is ------------- r
less than one-quarter the size of the House, through multiple, separate inquiries. ISIS

tinK, money, and paper. HIS is now imple- hard copies may be sent withes difficulty, r

and five committees are participating in a " . . ,,

terns antf Information Services (ISIS) sys-

tem. ISIS simplifies electronic searches of COrpOTailuntf,
bill status, floor votes, committee hearings, universitieS, and
and similar information. ,

That information now must be gathered government a I agenClCS.

allows a staffer to retrieve several items at

munication between House Members’ of­
fices—amove that could make such Con­

gressional traditions as hard-copy Dear area of distrid-
Colleague letters obsolete. . J • x«

Dear Colleague letters are usually sent in fo-DC communications,

Z^^E-Sa the Senate is slightly
can transmit text to all 434 colleagues at dhgdd of the HoUSC. 
once through a few quick, easy clicks of the --------'------------------------- ..

mouse or keyboard; specific groups of

Western Republicans) can also be easily 

targeted. The new technology will save

I ... . . .
menting the service and expects to finish 

the process in a few months.



U.S. Urged
To Act on'- 

Trade Pact

THE PRESIDENT HAS SEEN
nr^« rnnrlt thft ZL lI^ litiCal pl°yS t0 derail the aCCOrd’ 
press concern that the new U.S. but a{jded that such actjons

♦ IUCS.

i

s

gain NAFTA’s approval by Con-

But he grew stem when asked

»?

t had

; i Gephardt (D-Mo.) joined a chor- Potency for the past six dec- 
US nf NAFTA nnnnnpntc in 3(168.

Salinas said his government

4 ------------- auiiu wcic uc- nun uu&crvcrs pinpoint w
liberateiy timed for Serra potential vote fraud has 

* i Pll/'ho’e wiei* _____ i
oc-

S3b Puche’s visit. curred.
I

;. us of NAFTA opponents in ac- 
; - cusing Mexican officials of par-

Another Mexican official, re- 

news reports

that the longer the process is 
delayed, “the better for our 
competitors."

The president's remarks 
came at a time when Mexican 
government officials and busi­
ness leaders have begun to ex-

ing he would limit all negotia­
tions to issues that “make eco­
nomic sense and do not infringe 
on our national sovereignty."

One domestic target that 
Mexico critics have used in ar­
guments against NAFTA is 
Mexico’s lengthy record of elec­
toral fraud and a virtual one- 
party electoral system in which 
Salinas’s Institutional Revolu­
tionary Party has controlled the

■s

i

.; sents a “historic window of op- 
t portunity” for the United States 

to improve the often uneven

Mexican Leader
Warns of Delay

'>-said.
Salinas, who-merwith Clinton

in December in Austin, Tex., ,  
S said he believes Clinton shares against attempts to use NAFTA

t; ticipating in “stealing American was °Pen t0 “dialogue" on po- 
>> jobs.” litical issues and is “committed

; 5 Another Mexi
ferring to U.S.

O

s

 Critics of the trade pact in 
the proposed Congress and U.S. labor unions

North American Free Trade have from the beginning warned
Agreement and warned that that U.S. workers would lose
prejudiced attacks on Mexico jobs under the new rules as U.S.
could “wreck” bilateral ties. businesses found it easier to

In an interview, Salinas move factories south of the bor-
prodded the Clinton administra- der in search of lower-paid
tion to step up the pace on get- Mexican employees and less
ting the free-trade accord ap- stringent enforcement of labor
proved by Congress, warning laws.

Salinas referred to the fund 
controversy as “a minor issue” 
and denied that his country 
sought to steal U.S. jobs. He. 
said he believed opponents of 
NAFTA would use various po-

-■ Mickey Kantor, said today that will reverse its long-standing
*■ “we don’t believe in coinci- opposition to foreign-sponsored

exit polls, which can help elec­
tion observers pinpoint where

By Tod Robberson J 
and Jackson Diehl 

Washington Pott Foreign Service

MEXICO CITY, Feb. 22— 
President Carlos Salinas de 

/Gortari, signaling growing con- 
' cem over U.S.-Mexican rela­

tions, urged the U.S. Congress 
today to engage in an “informed 
debate” over 1

i: dences” and suggested that 
• leaks about the fund were de-

= A?

the free-trade pact through
Congress, in part because of its 
preoccupation with domestic
affairs. — -

He said the accord, known as
j.; NAFTA, has become a matter

out Lato'Am^ra and“repre- the aim is to improve relations

gress.
However, Salinas warned

to improving our democratic 
system." He said his govern- 

f i about “the fund, which surfaced ment >s taking several measures 

‘j .as Mexican Commerce Minister to help ensure fair elections, 
p Jaime Serra Puche arrived in including a nearly $1 billion pro-

Washington < for talks on
> NAFTA-related issues with

; The president appeared ir- 
-• ritated by a controversy that 
p developed in Washington last 
'/• week over reports that the 

< Mexican government had 
■ helped establish a fund to en­

courage U.S. manufacturing 
; companies to relocate to Mex- 

ico. House Speaker Richard

gram to provide photo identi- 
   fication cards for registered

U.S. Trade Representative voters. He added that Mexico

However, he said, “The only 
thing I hope is that any debate 
... is an informed debate. That 
is, that it comes from facts and 

.....a nuinc, not from Prejudice. I hope that 
of extreme importance through- g°od faith wdl. Prevail, and that

between Mexico and the United 
States and not to wreck them.” 

  Salinas also sought to mini- 
relations it has had with its mize the importance of side ac- 

" ‘ neighbors to the south. cords demanded by the Clinton
Salinas referred to the accord administration to deal with bi- 

'. as “a test of the true willingness lateral problems over labor and
: of the U.S. to have a positive the environment. He said Mex-
■ relationship’ with Mexico and ico already has taken adequate 

the rest of Latin America. “The steps to address U.S. concerns 
region as a whole would feel on both issues but said he would J 
rejected’ if NAFTA is turned proceed nonetheless with the

■ - down by the U.S. Congress, he side accords in order to help

I* his view that the pact should be as a lever to force changes in 

“♦ Cnd t^“s year’ Mexican domestic issues, say-

about the current tenor of con­
i' gressional opposition to the 

’ free-trade accord.
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Hot line callers: Clinton’s plan perpl
By John Waaeoner —— ------------------ ---- ----------------

exing

Despite the president’s hard

first and then raise taxes?” term, not quick-fix.'
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know Clinton wants to tax 
more of their Social Security 
benefits. But they don’t under-
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► “The Clinton plan stinks ’’ 

says Roxilee Rathbun of Day-
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By John Waggoner
and Bill Montague . t 
USA TODAY fc'l

Taxpayers are almost as be-

nt b<?thered —“*c P^oenu 
by President Clinton s pro- sell and the amount of 

poseo tax changes. < read?rs Another worries it would tJ UkSJSlMn t^SL??L Mike Renzi, of Croton. Falls,

ill h!h ra!hih|^f|id|O : 
h
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COMMODITIES

Clinton s Emphasis on Tax Increases May Mean

Commodities^Prices Will Decline, Analysts Say !

Its :•

THE PRESIDENT HAS SEEN

3
f

Nick Gerber, who runs the Marc Ste­

al red result of reports last week that

■'TtieUnited Stales isonty a small piece On the ap-icullural front, the Clinton 
of the picture,” Mr. O'Neill says. ‘The plan "really has nd had that much impad.

di

I

icy - whether inHalionary or deflation, 
ary - has no dramatic efled on short-tem

11
response in metals."

But other traders and analysts argue 
that the stimulus package may give at

US

tHNi ItrnFaluiAl ..................
t>*a tonnSMl......... .......... ..
Hwitr UMIM ...........
CUBFUIum* .......................

•OlvIUonol KnlgM-Rtdder.

By Wakkf^i Gctj^k " 
StcJ/Ji«7>or«t-rW Tin: Waia.Shhkht

NEW YORK - Tiie Ointon administra­
tion’s proposed economic package pro 
rides little solace to participants in the 
struggling commodities markets.

An emphasis on tax increases instead 
of economic stimulus suggests to many 
commodities experts that prices are 
headed lower. At best, they say, lire impael 

- of the president's plan will be neutral. 
“My first gut reaction is that the Clin­

ton program is liable to be deflationary." 
says Hunt Taylor, managing director Of 
Dutch Investment Co., a San Francisco 
commodity trading adviser. Other ana­
lysts say industrial commodities - metals 
and lumber, mostly - will be the ones most 
likely dragged down by the president’s 

program.
They’re also the ones that have been 

showing the most price strength lately.
Lumber, platinum and palladium have 

' powered the recent rise in the Commodity 
| Research Bureau’s index d 21 futures 

contracts to levels around 202, trotn earlier 
lows of 198. prior to Ihe president's speech 
Wednesday. The CRB index, which is 
widely regarded as an inflation barometer, 
closed little changed Friday, al 2Ii2.66. And 
some analysts think II may soon decline. 

"A lol will depend on whether this 
: package drives interest rates lower.’’ cau­

tions Steve Platl, a senior analyst with 
• Dean Witter in Chicago. Yields on long­

term Treasury' bonds, in fact, dedined 
both Thursday and Friday.

Most market watchers believe the un­
precedented increase in taxes outlined in 
Mr. Clinton's plan will more than outweigh 
any boost from federal capital-spending

projects or short term declines in interest This is one reason we've had a muted 
rates.

"The Clinton plan Is not particularly 
good for metals," says Mr. Taylor, whose  . „
company trades in a range of commodities least short term support to romecommodi- 
from metals to crude oil. "The infrastruc- ties prices. They expect futures prices of 
lure spending is going to be more than certain metals, such as copper, aluminum 
offset by the tax hikes," and nickel, to rise moderately as a result of

Some analysts say the spending cuts the 831 billion stimulus package proposed
and tax increases proposed Wednesday by by the president for roads, bridges, mass
Mr. Clinton helped trigger a sharp fall transportsystemsandotherinfrasiructure 
Thursday and Friday in certain industrial projects.

At the same time, they expect energy- 
intensive industries, such as agriculture

i i 
i i
H
i i

THE WALL STREET JOURNAL

global recession is really more important jn terms of foods,” observes Dean Witter’s 
than what goes on in the United Stales. Mr. Platl. ‘^Certainly the higher cost of

11

A monthly survey released after the • 

close of trading Friday by the Agriculture 
Department showed 9.07 million cattle on 
feedlols on Feb. I. up 11% from the same 
1992 date.

The jump was larger than expected by 
most tattle traders. The population on 
feedlots - where livestock are fattened for' 
slaughter - is a leading indicator of beef 
supply, and thus retail prices.

Ttie government also reported that 
feedlots during January sold 10%- fewer 
mature cattle to meatpackers compared 
with January 1992.

Meanwhile, ranchers placed 3% more 
young cattle onto feedlots during that 
month compared with the same 1992’ 
month. The cheap price of corn is spurring' 
ranchers to move their cattle to feedlots, 
where they are fattened Quickly on a 
com based diet.

In world-wide supply and demand (actors, huge increase in available supply as a
Merrill Lynch futures strategist Wil- consequence of the Soviet Union collapsing 

liam O'Neill argues, for instance, that the upon iiself.” 
recent downturn in futures prices of palla- Nick Gerber, who runs the Marc Ste- 
dium and platinum - metals used extensl- vens Futures Index Fund in San Francisco, 
vely in the automotive industry - is the believes the Clinton proposal will provide a 
direct resull of reports last week that mild bounce for broad based industrial
Japan was going to cut its imports of the commodities, which have dropped by more
two metals because of declining auto sales, than 30% over the past five years. "Clearly
Prior to the Japanese reports, news that the economy is picking up. and this $30
Russia was experiencing sharp production billion stimulus will spark some more 
roadblocks had sent palladium and platl- demand." he sajs. “Fm not expecting 
num prices soaring. a huge pri re increase, however. ”

metals, such as platinum, palladium and
sliver. Platinum futures skidded morelhan 
$9 lower for April delivery and palladium and aluminum smelting, to experience a 

futures for June delivery tumbled $8 in gradual rise in casts as result of the new.
trading Thursday and Friday on the New broad-based energy lax lhal will, among
York Mercantile Exchange. other things, raise the price of gasoline by

But others insist that U.S. fiscal pol- 7.$ cents by 1996.
Paul O'Neill, chairman and chief exec­

utive officer of Aluminum Co. of America, 
swings in commodity prices. They point says the energy lax “will increase alumi-

out that commodities are traded around num costs, but marginally, compared to
the world and that price swings are rooted What's really plaguing the industry': the 
In world-wide supply and demand laclors. huge increase in available supply as a

Commodity Prices
Dow Jones Indexes; weekly dosing prices 

1»

Will

transportation, which will result loom the 
new energy lax. will have some bearing on 
food prices over the longer term. Energy, 
in general, is a key component in the 
agricultural sector."

Fred Brill, director of energy research 
at Pegasus Econometric Group in Hobo 
ken. N.J., predicts lhal the new energy 
tex, if approved by Congress in its current 
form, will not significantly affect the en­
ergy' market but will have mild inflation 
ary repercussions for the rest of the econ­

omy.
“The increase in energy prices due to 

this lax will be less than the volatility that 
we see in a normal yearly cycle of (swings 
in the price of crude I of around 25 cents a 
gallon," Mr. Brill said.

"The fact is. we are paying less for oil 
products today than in 1960 in nominal 
terms, and even less in intialion adjusted 
tercns." and this is not going Io change 

=: after the energy tax is implemented, 
he added. Since Thursday, light sweet 

_ crude tor delivery in March has gained 
more than 25 rente a barrel to $19.62. 

Looking ahead to commodities markets 
this week:

Livestock & Meats

Cattle prices are expected to come 
under pressure today in the wake of a 
government report that cattle feedlots in 
the seven major ranch states are the most 
crowded since 197t. 
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National Infrastructure Corp., to help

tees.

®na,!X"XS.em’!,“'PrKMe"'

the president has seen

I

T..T7. X; . ln wash., to
d«cuss the need to revive the nation's

Eastman Kodak Sets Coupons

fe<

America Fund” to leverage money for 
infrastructure. He didn’t mention a new 
infrastructure agency in the economic pro 
gram he outlined last week. But commis­
sion officials who have briefed Clinton 
aides on the panel’s recommendations 
report receiving "very positive feedback" 
from the White House, particularly the 
idea of leveraging substantial activity with 
a limited up-front federal commitment. 

A focus of the commission is to fashion 
infrastructure securities that would be 
attractive to institutional investors, partic­
ularly pension funds with some st trillion 
in assets. The proposed corporation would 
be empowered to insure infrastructure 
securities issued by state and local govern­
ments, thus enhancing their credit-worthi­
ness. and to sell its own debt securities. 
With the proposed line of credit from the 
Treasury and the corporation’s federal 
charter, the plan envisions these securities 
being accorded "agency" status by the 
capital markets like the securities of such 
government-sponsored enterprises as the 
Federal National Mortgage Association. 
Agency securities enjoy preferential bor­
rowing rates.

The commission stresses that pension 
plan purchases of securities insured or sold 
by the corporation "would be on a purely 
voluntary basis in accordance with the 
fiduciary duties" set forth in current laws 
and rules governing pension fund invest­
ments. Pension funds clearly indicated 
n»Ldes»irehave 411 option t0 invest in a

the report says.

Congress to find ways of drawing more 
investments into such projects as high* 
ways, bridges and sewage systems, per­
haps branching eventually into such high- 
tech areas as computer networks. Most 
panel members were appointed by the 
Democratic and Republican leaders of the 
House and Senate.

Senate Finance Committee Chairman 
Daniel Moynihan (D.. N.Y.). a leading 
force behind creating the panel, is ex­
pected to introduce a bill to enact its ' 
proposals and to press for inclusion of key 
recommendations in the legislative pack-

inrrastruaure Investment Commission 
To Disclose Funding Plan Tomorrow

By John Connor

THR WAUt Sn,FFT Joumnau
WASHINGTON - An ambitious plan to

channel billions of investment dollars into
nfrastructure projects will be unveiled

tomorrow by a bipartisan commission cre­
ated by Congress.

Fashioned by the Infrastructure Invest­
ment Commission, the plan calls for creat-

chartered corporation, the
NaUonal Infrastructure Corp., to help
make infrastructure investments attrac­
tive to institutional investors through such
methods as bond insurance and guaran­
tees.

"The commission estimates that each
new one billion dollars of federal capital in
the corporation has the immediate poten­
tial to prompt $10 billion in infrastructure

‘actIV,ty'"the Pancl says in its final
I UpVI A.

says 016 proposed corpora-
would have a limited line of

credit to the Treasury and would also be
empowered to sell its own bonds, "will
pronde a focal point for infrastructure that
is essential to a timely, effective national
policy response to the infrastructure fi­
nancing challenge."

The commission was established by

Clinton 1$ to Unveil Today,
New Policy on Technology

ST*ftRT -Journal Stcrf Reporter
SANTA MONICA, Calif. - Presklent

Ointon will outline this morning a new

WiScy J?r 016 nation when he
speaks at Silicon Graphics, a high-tech­
nology firm near San Jose. Calif

mNQr the?ie toe need toredirect some of the billions of dollars
spent on research and development of
military technology into civilian use. ac-

se>.n’0r WWte House officials.
tl0L^e policy is like,y empha-

lor ^HWent and private
"toJstry to form partnerships to create

£1 P'3"1 in Wasn.. to
toa need to revive the nation's

aircraft and aerospace industries. The
~nt said yestorday that the nation

f0rfing an industrial
s^egy and that such a strategy has

hrt’u, ““

23 OOo2XtI’atKBOe^8’ W35 13yln* °rf
23.000 workers, he said it was only partly

payer money to build the Airbus to push
American people out of work, not because

5011 of ^^t compe 
tition. but because Europe had a theory

ROCHESTER. N.Y. - Eastman Kodak 1 
Co., in its latest effort to spur sales of its 
Photo CD player, said it will offer coupons 
to customers worth $50 when they transfer 
pictures to compact discs.

Jhe C0“P°n °ffer - available to con­
sumer who buy the machines from March 

over a month
P.rice? on the Photo CD

i
I

35mm film. The coupons «p7re £p™ £
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limit onon cigarettes and alcohol are often
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f’art of the so-called spending reduction 'KUfttrUITOlrf Hon a year in per- ton s pledge to lower taxes on the middle we should encourage, loo, general re- 
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good ideas are buried in a bad program.

Fli'la’e:sec,or Ms,s- We are headed 

. .----------xx.l There's
t mn ^’£atl0n' 1°° few spending cuts, 

government.

president to backpedal again.

Afr. Meltzc, is pmfissur <1/ eawomits at 
Cam^te-MeHott uml visiting scholar at ike 
American Enterprise Institute.

make-work summer jobs tor teenagers. In

tant for getting a first job. In the U.S., our 
laws can treal such in formation as evi­
dence of discrimination.

My late friend. Prof. Harry Johnson, 
often said that when a government 
wanted to do something that made little
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in fact had practically nothing to do discussed him as 17ie wer^the m2 had de«enerated “
with any such considerations, but was mad not/are too arguments over

?n

autr-*^***- sstS22^
..You * no. ta. to ta .( M •‘“•ataJMCM. « to to, ®Sta» »**•• «JW«-.<»

SvS^ta^taWUtota “»•.•*• UtototetotaBintomta 
even madder, merely en^nniate ..f^bd?y4»’candalaed the public;

nnuxy, unpersuaajve mo*

hired, demeaning and involuted—em- wouM neceesarily involve a tax in- trid®’ U d c“’t t11*-oa't l« it 

barrasamgfr so. I would have thought, creaae, but that the understanding “* moroent h**e
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Meg Greenfield
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...C.UUCT3 rose ana roarea, oisrupted /-». . . _
th« speech with prolonged applause LtllTltOll RCLS IQn 

Wto-ww luumjr uiuivaicu UICII till the debate over the 
deficit from
dishonest dithering
into the reality

Cljc lUnsljinqton .post
THE PRESIDENT HAS SEEN

t
.•

Mure of the parties to attack it 
honestly. Only think of the hilariouu 

roo-up to the budget agreement of 
1990, an interminable spat over forc ­
ing Bush to speak the words “tax-rev­
enue increases" before the Demo­
crats would proceed. By last 
summer's election campaign the dia- 

----------- - into am 
not/are too arguments over whether 
trivial license fee increases in Arkan­

sas under Clinton qualified as tax 
hikes and whether similar federal ac­
tions under Bush did as well.

Whatever else he did and whatever 

you may think of his proposals, Clin­
ton ta bs State of the Union address 
took us from thia dishonest dithering 
mto the reality sone. He fundamental­
ly altered the character of the discus- 

it became both serious and real

ewytuxly, bctoding even some of

uncle in the attic who, unfortunately, 
still had title to the house.

this tradition of mutual dissenS J**0 amtempiate

««»w iv pcrvug^ WUQ KIVC s •_ *■ —w ■ . w- J C

it took before I made my basic discov-

roonitors ao earnestly during these fool^pl^etid^iutT 
annual events, reaching conclusions abyss. They would talk about wavs to 
as to party reaction, committee chair- -- • • ■ -

-■taw.^aeahiit, WBiMMt,

a function of something else: The
members rose and roared, disrupted 
f-i  • •. ■ . _ -r

and otherwise loudly indicated" their

sively for those pronouncements that 
they knew to be untrue.

Indeed, the more patently untrue, 
the lustier and more protracted the 
cheer. The fundamental propoaition 
was atwaya the same: that we could 
have it aB—« stronger defense and 

more investment in domestic pro- ZOnC 
grams, environmental purity and ac- *
celerated energy development, lower 
taxes and increased benefits, etc. We 
will do this, but not at the expense of

The New Straight TMk

cheating and being left standing there

You do not have to buy all of Bill 
Clinton’s program or to chuck your
view that there was too much of some
things, not enough of others, to ac- - . . . • .---------------------—
knowledge that his Feb. 17 address cor?t>hni about taxpay-
for the most part crashed through **’ “

taboos that made discussion so diffi­
cult (and so silly when ;t occurred)

w » 
be there will be new ubous But 
meanwhile we can at !«au tj*<* ad­
vantage of the new candor and luve, 
for once, an honest fight. 

01993. Nevwnrk tn 
R«WWUd bj pninitaon. 41 r«^u *

were some i 
meats.' But ta the main Clinton

ecnnomie predicament that had been *nx»g themselves.
talked about mostly by indirectioa or Do you remember those episodes 
even covertly in Washington for during the past decade in which it  . t ■ ----------
years. would be leaked that the White Home- also end. I figure the Ckaton

Over those years, the dialogue on “d the congresaianal leadenh^ ’ a‘

the question of the budget deficit and both in a frame at mind to do “ wWch t0 keep the momeo-
itaeffect had become ever more tor- something about the defidt which “d Pro<™n on the
tured, demeaning and involuted—em- would necessarily involve a tax in- tric*1, “ “ “S.1 l« it

barrasaingiy so, I would have thought, crease, but that the understanding “* moraent wffl have
for grown men and women. We at w»8 that neither should be seen to ‘rn70ffbty kwt- 001 "bstever
The Washington Post, starting back have initiated the move? We had plen- “W*1*’1 ““k the particular verbal 
in the early Reagan years, would ty of that going on. and more than m,'U ------------
occasionally be visited (“off the re- once the deal would collapse because . • ------------------
cord") by prominent Republican legis- one side or the other said the wrong ™y have been iunked for May-
lators and others urging us editorially thing about whose idea it had been. "* h“
to help bring about some bipartisan Such breaches of the delicate politi- 1
deal wherein big shots of both parties cal protocol were generally thought
would just sort of close their eyes, to be far more odious than, say, the '
hold hands and jump off the cliff deficit problem itself or the resolute

^^onthtssufajecT^dvan-

------- *-*- ... . moment. Kennedy did this on civil

to help bring about some bipartisan

would just sort of close their eyes,

Thkeeemed to me to be a relief to

three who oppose what he wants to 

do. They can talk out loud and not 
worry about pretending to be talking

over th.dtata totapte Mo™«

menu, or m me mam Untton was weexs at pern LZT-—sayiagi not .that we could have it all, t“ne 10 fUS8|n8 about who would or ^> .PPO1^Une nwment t0

Mta. WWWM WUMIH I *XX1 LTMt we DOW utauic lur upng 7i _____ A —-------- -- ------------ -- —
had to chocee how to get out of the *k>ud what they were all whispering “««««« of we gulf war when 
-----------.. ----------xi.-------- .  ® his popularity was at a spectacular 

high.
These moments of opportunity, of
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Erskine Bowles Expected to Be Choice to Head SBA
1

agency that was nearly eliminated by thejL 
Reagan administration and which hasO

I

dbel
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executive vice president of Springs Indus­
tries Inc., a large textile company based 
in Fort Mill, S.C.

IM*. cnAmc tn hp an 

inrr ranaMolo '•

Mr. Bowles said that so far, he 
only that the president plans to "revitalize 
SBA ... he believes small business de-, 
serves a place at the table."

A new administrator will inherit an

By Jeanne Saddler

Staff Reporter of The Strekt Journal

WASHINGTON - President Clinton is 
expected to nominate Erskine Bowles, a 
North Carolina investment banker and a 
fund-raiser for the Clinton presidential 
campaign, to head the Small Business 
Administration within the next two 
weeks.

The appointment would end weeks of 
intense speculation among small-business 
owners and their advocacy groups, which 
have said the person selected would indi­
cate whether President Clinton will follow 
through on promises to give small-business 
issues a higher priority. In past adminis-

ry)
co

been used as a dumping ground for politi- 
-------*"*• by several other presidents. 

Je remained low as each of* 
Truustrators stayed on fok

§

Oregon Court Upholds Use
Of Autodial Sales Pitch

.................

Employ&e rnQra
a series of acfri 
relatively short

Loan-Guarantee Program \
The agency’s main loan-guaranteephx 

gram, however, is growing at a rate of 
about 37% annually, because banks are 
reluctant to make loans to small companies, 
without the assurance that the federal* 

government will stand behind 75% to 90% of 
the loan amount. The program also is 
considered a well-managed one.

But the SBA has come under continued 
criticism over the past several years for its 
management of the federally licensed 
investment companies that operate as ven­
ture capital firms and for its government­
contracting program for minority-owned 
and disadvantaged businesses.

Mr. Bowles is a graduate of the Univer­
sity of North Carolina at Chapel Hill, and 
earned his master’s of business adminis­
tration at Columbia University’s Graduate 
School of Business. The president had 
considered a long list of candidates to head 
the agency, including several women, 
blacks, Hispanics and white men. The 
most prominent candidates included for­
mer Rep. Parren Mitchell of Maryland, a 
former chairman of the House Small Busi­
ness Committee, and Barbara Blum, presi­
dent of Adams National Bank in Washing­
ton, D.C. The nomination requires confir­
mation by the Senate.

trations, the agency’s top job usually has 
gone to recently defeated members of 
Congress.

Mr. Bowles, the founder and president 
of Bowles Hollowell Conner & Co. of Char­
lotte, N.C., an investment banking concern 
serving small and medium-sized compa­
nies, was a fund-raiser for the Clinton 
campaign in North Carolina and other 
parts of the South. A White House source 
said Mr. Bowles is the prime candidate for 
the job. He is now undergoing background 
checks.

In a telephone interview. Mr. Bowies 
said he has talked to several people in the 
administration about the SBA job but not 
in an official capacity, and he stressed that 
he hasn’t been offered the position. “I’m 
real good at telling the truth; I’d rather not 
comment on the process," he said. "The 
president has considered lots of people. I 
do know he plans to give the position a lot 
more emphasis in the future."

Interesting Credentials
Although Mr. Bowles, age 47, Is virtu­

ally a stranger to the capital’s small-busl- 
ness lobby, he would bring two interesting 
credentials to the job. His career has 
focused on what is currently a hot topic, 
the financial problems of medium-sized 
companies, and he is considered an 
“FOBH,” a friend of Bill and Hillary.

Mr. Bowles said he met the president 
just over a year ago through Ken Brody, a 
partner at Morgan Stanley & Co., the New 
York investment banking firm where he 
began his career. Attracted to Mr. Clin­
ton’s ideas on the economy and small 
business, Mr. Bowies decided to become a 
fund-raiser. His wife, Crandall Bowles, 
was a classmate of Hillary Rodham Clin 
ton’s at Wellesley College but wasn’t a 
personal friend, he added. Mrs. Bowies is
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A Wall Street Journal News Roundup
The Oregon Supreme Court upheld a 

lower court ruling overturning a 1989 
state law that banned the use of com­
puters that automatically dial telephone 
numbers and deliver^ recorded sales 
pitches.

The case was brought by the Ameri­
can Civil Liberties Union on behalf of 
A-Aa-1 Lucky Leprechaun Co., a Keizer, 
Ore., chimney-sweeping business. The 
Supreme Court affirmed an appeals court 
decision that Oregon’s constitution gives 
commercial speech the same level of 
protection as noncommercial speech.

Lucky Leprechaun and the National 
Association of Telecomputer Operators 
won a preliminary injunction late last 
year stopping the Federal Communica­
tions Commisskm from enforcing a key 
provision of a similar federal law de­
signed to protect consumers from tele­
marketing calls.

_______ st-
Xy..twJv^^DrfSdentmNMh^aFsmTti 

Business thjlted which has Jhe 
second-largesF membership among tha. 
the nation’s small-company organizations. 
“And if he’s got solid connections with 
President Clinton, that should help small 
business air its concerns at the White 
House."

Mr. Bowles established his company to 
work with smaller businesses becauke he 
felt their transactions were handled poorly 
and assigned to inexperienced people at 
New York's major investment banking 
concerns. He took a leave of absence from 
Morgan Stanley and returned to his native 
North Carolina in 1972 to help his father, 
Hargrove “Skipper" Bowles Jr., in his 
unsuccessful bid for governor.

He decided to establish his own firm 
and began looking for partners with back- 
grounds in law, taxation and finance who 
could focus on small and medium-sized 
concerns. The company now has 55 em­
ployees and handles about 30 transactions 

a year.

Direction of SBA
There has been some speculation that 

the SBA could take on a new direction 
under the Clinton administration to match 
some of his campaign themes. The presi­
dent has stressed the importance of access 
to capital for growing companies that 
create jobs, encouraging those who want to 
see more emphasis on aggressive young 
concerns. But Mr. Clinton also has 
stressed the importance of community­
based development banks to aid tiny start­
up businesses.
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6 situation.

staff.

W
atflfbe covered.

Where I* the Clinton Administration?

announcing he wanted a change and was giving up
his high'profile  ̂post--- to say nothing of the stock

Who is to blame? The White House says the FBI optiens thtt have made him wealthy. 
S been slow, but others sav the White WfiticA has ' 1 ■' A ................

House right now. so we’re waiting to get a response

V

The New Regime;

Not a bad investment that. Defer a few thousand a 

year now and cash in on millions as a lobbyist later.
Well. White House deputy chief of staff Mark 

Getran recently noticed the disconnect and asked 

lack Quinn, counsel to Vice President Gore, for a 

memo on how to revise the executive order so that 

thoee originally subject to the lobbying ban would

/Salary Cuts Crimp Clinton Ethics Rules
back,” he said. “You know the process here.. ..

Pena quickly caught himself and added that White 

“senior appointees” in House staffers are “working very hard” to clear the 

a the White House. In names, and they “understand the urgency” of the 

S fact, they only apply

I to about 20 very sen-
• ior people.

I The reason is that

1 the executive order

l defines those senior

he much ballyhooed Clinton ethics guide­

lines—the subject of the president’s first ex­

ecutive order—were intended to stop the re­
volving door at the White House by barring senior meats. That’s why they’re called presidential 

staff from lobbying the government for five years 

after leaving office.
As it turns out, Clinton aides originally thought trying to get some of these names out 

the rules would apply start making some appointments.” 
to the top 100 or-so r

THE PRESIDENT HAS SEEN

These are all presidential appointments. People 

keep reminding me they’re presidential appoint- 

 . 1 ap­
pointments, they’re not called ’secretarial’ appoint­

ments. So we’re working with the White House in 

so we can

asco and unable to move.

Transportation Secretary Federico Pena, for ex­

ample, does not have one senior aide on board, not a

deputy, not an assistant secretary, not a Federal  
Aviation Administraton chief, nobody. It’s not that degree, the British-boraVarrimanTertamF/ 

he hasn’t tried to get some staff. All his “tier-one"

appointments are awaiting White House approval.  
A little of his frustration slipped out the other day tions. And what of Secretary of Sute Varren M.

in an interview. Christopher’s edict that ambassadorial posts not be

I have a whole page of names over at the White rewards to major campaign contributors? 

House right now, so we’re waiting to get a response -Al Kanen

_ - !

has been slow, but others say the White House has . a . 1 
been distracted by the Zoe Baird-Kimb* Wood f> AnblSSaddr to France?

• Over at State, the word from a knowledgeable 

source is that Democratic Queen Mother Panels 

Harriman is a “done deal" to be the next U.S am­

bassador to France. Despite her lack of a college 

-r- iiiects
the traditional qualifications for the job—tight po­

litical connections and oodles of campaign coninbu-

or duties but by pay grade—about $105,000 a year

at Level V of the senior executive schedule. When

the new rules were announced in Little Rock, Ark.,  
in December, .that salary level would have drawn plans to leave a^n. The terns of ramm^sionera

Talk About Lame Ducks
■ Four of the five members of the Federal Energy 

Regulatory Commission are making quacking 

sounds as they head toward the door. Former chair- 
.tPP°^e^ titJe man M“tin L AUday' a Republican friend of for­

mer president George Bush, has announced he is 

returning to Texas to practice law. Commissioner 
Branko Teraic has notified the White House he

the line at deputy assistants to the president. Jerry J. Langdon and Chariea A. Trabandt akeady

But then came the salary cuts for White House have expired. <

Undcr th® law that created this little-known but 
People at the assistant to the president level, powerful agency—which regulates interstate gas

those who earn about $139,000 or so a year, were pipelines, hydroelectric power and wholesale elec­
cut back to the $110,000-to-$ 120,000 range. Dep- tricity sales—no more than three commissioners

uty assistants fell below the $105,000 cutoff. can belong to one political party, so at least two of
Word is that some of those who found themselves the four members Clinton will appoint have to be

Bust above the cutoff point were all set to get with Republicans or independents, 
(the president’s “sacrifice” program and take even

lower salaries, thereby avoiding the lobbying ban. Candidate for Commodity Post
■ Usually the chairman of ffie Commodity Futures

Trading Commission i$ picked on the basis of polit­

ical connections, farm state alliances or industry 

loyalties.

But one-'candidate scheduled to replace Wendy
Gramm, the wife of Sen. Phil Gramm (R-Tex.), is

Gary Perlin, vice president and treasurer of the 

Federal National Mortgage Association.

A specialist in the esoteric financial instruments 

that have become the main business of the futures 

■ Now a month old, the Clinton team still has market, Periin surprised Fannie Mae recently by 

named only a few dozen officials for senior positions, 
and far fewer have been confirmed.



PERSPECTIVES ON AN ENERGY TAX

Doing GoodWhileDoingWell1^-'*

«n«rgy co«u that have not yet been

MEEWHlPPfK a vital ingrtdiant to industrial

T

and reducing the negative impact of 
using energy. A WO-Wlion initial target

our overiit and overcooled buildings. 
Although we have pulltd even with

gy costs represent less than 10% of our 
GNP. Energy is more than 15% of cotta
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exact level means forgoing a ripe oppor­
tunity to close the budget gap. as well aa 
the environmental and efficiency gaps. 
Let's buoy up the energy-tax Idea

? V V •
*

before it sinks, and keep our children’s 
future from being swamped by the 
deficit and foul air.

-

•1-

r 
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Lee Schtpper, f^nwr tcitniut at 
the Lawrtnct StrhUry Laboratory, U tha 

co-ewher, with Steve Ueytrt, Richard 
Howarth and Rvth Stainor, of "Energy 
Efficiency and Human Activity. Rast 
Trends, Future Rroepeots” (Cambridge 
Vnivgrtity Press, 1992).
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energy tax would help mitigate such «*» more electricity. We uh 

problems as pollution, emissions of car- "*
bon dioxide from burning fossil fuels and
our heavy reliance on oil imports. Even 
with modern pollution-control technol­
ogy, energy production and use atill
results in significant environmental
damage.

Is such a tax regressive? While taxes
on the 40% of our energy use that
includes gasoline, electricity and house­
hold fuels are regressive, extending this
tax to the remaining 60% of energy that
is used to make the goods and services
we buy compensates for most of the
problem, since the wealthy buy so
much. Keep in mind, too, that the hidden
costs of the budget deficit (high interest
rates, cuts in social services) are paid
disproportionately by low- and middle­
income households. And when we go to
war over oil. it is these households that 
send their children.

import fee.
Those who oppose energy taxes 

should ask themselves Should w< tax 
income or investment, both in short 
supply? And taxing labor means taung 
jobs, another scarce resource. Avoiding 
any tax because we can t agree on the

Cos Attfldw Simes

axing energy to raise revenue, as 
proposed by President Clinton, 
would not only reduce the budget 

gap, but would also have the bonuses of 
encouraging of energy efficiency, ad­
dressing environmental problems and 
improving our energy security.

The size of the tax should be related to 
the twin goals of stemming the deficit

energy-intensive industries (steel, ce­
ment. chemicals, paper) actually pro­
duce a small share of output with an 
even smaller share of employment, and 
have enormous potential to save energy 
by adopting new technologies. Higher 
energy prices win accelerate the move 
to such improvements, which have been 
occurring on their own for the past 50 
years but slowed when the price of oil 
crashed in 1986.

success- In all, only about 
one-third of all the energy used in the 
United State* is for manufacturing of 
products relevant to international com­
petition.

Tn fact, energy taxes are common in 
Europe. The Nordic countries tax carbon 
dioxide and other pollutants from all 
fossil fuels and have various taxes on 
electricity. Germany. France and Italy 
have a variety of taxes on household 
fuels and smaller taxes on industrial 
fuels. And every country taxes both 
gasoline and road diesel heavily.

In the United States, we use far more 
energy than Japanese and Europeans m

would mean taxes of 8 cents per gallon 
of gasoline, 0.6 cents per kilowatt hour 
of electricity or 60 cents for a thousand 
cubic feet of natural gas. On average, 
prices would increase 12%, leading to 
nearly a 10% decline in energy demand 
over the pretax level, once users adjust­
ed their technology and behavior.

The decline in energy use from an

Others fear that energy 
taxes will affect our competi­
tiveness. We found that U-S. 
industry paid less, on balance, 
for coal, oil and natural gas. 
and nearly the lowest for 
electricity, than industry in

European* in the efficiency of heating 
home*, we still use more money to heat 
water, per person, and our appliances 

more fuel per mile of car travel than 
Europeans, drive about twice as far per 
person and um significantly less mass 
transit. Clearly, we have much more 
energy fat to aqueese from our economy.

Are energy taxes inflationary? Ener-

exploited. To avoid being inflationary, 
such taxes should be gradually imposed. 
Ultimately, the impact on inflation will

What about the gasoline tax? Even 
though it is directed at only 13% of the 
energy we use, thia tax has mem 
because transportation has its o- 
budget gap, with users of the roads not 
really paying their full social costs. The 

energy tax alone will only have a small 
impact on the price of gasoline In the 
end, we probably need both.

Deciding the "right" level of environ­
mental tax and revenue to be raised is no 
easy task, politically. Presidents Ford 
and Carter tried and failed. Even Presi­
dent Reagan struck out when his 1986 
energy security study essentially rec­
ommended either a gasoline tax or an oil

in only a handful of industries, like 
cement or certain chemicals. But there 
are countless ways for US to reduce

>

As we cut the deficit,
we'd cut consumption 
and pollution. And-a
bonus—we’d spur new ,twVMlwl.
conservation technology. £^ope“i Japan"Th4*sug­

gests that cheap energy is not
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T'he trouble with lhi» son of eco- 
JL nomic populittn li that it never

really ends up ehsnfinf the terms of

By AltXANDtR COCKBURN

ome

theory does not require anything so 
raffish as promotion of growth via

even

The problem is that whatever the 
notional top marginal tax rate, rich

ening and austerity, graced with those 
barks of the watchdog fretting excit-

»;a-.
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edly at the end of its chain.

Aleronder Coelt^urn writes /or tKt

millionaires, a 1 
than the Reagan...... .........

Now comes the populist woofery of 
Clinton’s economic plan, as laid before 
Congress last Wednesday night

The next day’s headlines announced 
that the rich were going to "Uke it on 
the chin,” with the top marginal rate 
going up to 36%, estate taxes going 
up, allowable itemized deductions go- 
ing down. Given the hubbub, you’d 
have thought Clinton had set platoons 
of Jacobins to stack copies of the. 
Forbes 400 ’round the houses of the 
rich and bum them co the ground.

Fair's fair. At least the dog did bark 
in the night. Clinton told Congress he 
wanted rich people to pay more, just 
as they supposedly had done in 1986 
when the top marginal rate was 50%. 
or in the 1960s when it w„ over 90%.

consumer demand.
The answer to Wall Street is that 

the relationship between interest 
rates and investment growth is weak 
and that there are cheaper ways of 
getting interest rates down than by 
cutting demand.

But Wall Street won the day, and 
the deficit cutters won the day, as it 
was clear they had from the moment 
Clinton announced his economic team.

We’re paying the penalty for 15 
years' worth of Chamber of Com­
merce propaganda about the deficit, 
which ordinary Americans now 
wrongly conceive to be as big a crisis 
as cancer. A timid, shriveled jobs and 
infrastructure plan barely dares lift Its 
head above the rubble of urban 
America. On a day when it was 
announced that housing starts had 
dropped 7%, and when the National 
Guard was rehearsing how to put 
down the next riot in Los Angeles, the 

dominant turn was one of belt-tight-

ome smart animal breeder should 
go to work on a populist watch- 
dog. Given the liability problem 

these days, it should have tiny teeth 
but a terrific bark. It could be called 
the Clinton, a popular itam in pet 
stores at least for the next four years.

Like many a politician before him. 
Clinton has long known the impor­
tance in political life of letting out a 
really lusty, populist WOOF once tn a 
while, before wagging an apologetic 
tail at the chauffeur to let him know 
that the rich folk are safe any time 
they care to step out of the limo.

Heavily freighted with rich folks’ 
campaign contributions. Clinton let 
out a regulation number of populist 
woofs through last year’s campaign 
about the rich paying their share, 
before heading for Washington to 
appoint a cabinet 77% solid with 
millionaires, a higher percentage 
than the Reagan-Bush muster.

Big Populist 
Woof, Little 

Economic Bite
CUntm mail good Mists, ‘ 

but the wrong people will pay.
least cut the hypocrisy down to size.

President Clinton s proposals were 
entirely traditional in that regard. 
Nothing truly dangerous—economic 
populism with teeth as well as bark— 
was offered. No suggestion of limiting 
home mortgage interest deductibility, 
a notorious gift to the better off. 
Nothing dismaying to Wail Street, 
like a securities transaction tax.

And Indeed Clinton’s entire plan 
pivoted on Wall Street's central de­
mand to the new Administration, that 
the agenda be first and foremost 
concerned with deficit reduction, if 
there's anything this program is di­
rected at," Clinton economic coordi­
nator and erstwhile financier Robert 
Rubin told reporters Wednesday, "it’s 
interest rates.” The theory here is the 
one, beloved by Wall Street, that the 
prime inhibition to economic growth 
is the deficit, and that with an attack 
on the deficit, interest rates will fall 
and rosy time* return once more. The

folks hire accountants and politicians 
to make sure the system stays the 
same. And the top capital gams tax 
rate did stay the same, at 28%. Sd th* 
accountants will be working overtime 
shoving money from one column to 
another, and the congreseional 
nance committees will heave with 
mighty purpoee. designing safe har­
bors for the new tax shelter industry 
that Clinton’s tax plan Is conjuring 
into being like God’s finger moving 
over the primal slime.

the fundamental equation, as repre­
sented by the Byzantine system of tax 
credits and expenditures that end uv 
costing the Treasury in revenue each 
year an amount roughly level with 
the federal deficit as it now stands. It's 
a structure so incapable of permuting 
any genuine redistribution—th* basic 
idea of i progressive tax-that some

MON 22 FEB 93 16:55 _____ PG.02
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California Jobs
Hinge on Design

Freedom could yield a stmmimed laboratory that will be
--- --------—____ a__ __»__ . <- a . a ■ . « __

uncertiin unUl the______ _ ____________ _
Administration produce* a new deign for the space 

piaUarm, which is to orbit about 200 miles above the Earth. 
The new design is scheduled to be completed in about three 
months.

Technology, said Friday that the Administatlon plana to 
cut several billion dollar* out of the program over the nasa 
four year*. NASA already has gpent W bhlkm on it.

In announcing the fifth space station redesign in nine 
years, the Clinton Administration said it will try to 
preserve the approximately 70,000 jobs directly and 
indirectly related to station construction. Mor* than 4400

-5“?? awe familiar with th* program
said the pledge to the worker* "can only be a on*-year

- 'KT**" Pri4*y-NASA Administrator Daniel S.

mteed signals an not likely to produce aerioui prablama. 
Brown said It is too early to id) what kind at reception

*bkh he reportedly presented Panetta with a number of 
^f^^orocillngbackthoprogrom.

the program and to demonstrate his effeedveneec a* an

of Spade Station

XT7 ASHINGTON-Tbo Clinton Administration's plan to 

*•»:*>*» Wl. for building space station

------- — —— — - —rwww

Nation*) Aeronautics and Space

plan to boost spending on aeronautica research will create 

“““w •»

Goldin acknowledged, however, that the new Jobe would 

not noctMarifaf bo *1 the same compenfes that will toot 

ipaco itatiofi workers*

-------------- -------- vvr rawywww TJ-ir~7T>A UAVr

sgsys !X^.»c£SX,taX
Goldin said h* has bean particularly concerned that 

currant plana call for 17 spec* shuttle flights to assemble 
the space auJon in orbit, and will aeekto reduce that

Brown said It Is too earty to tell what kind at 
the new apace Station plan will get cn Capitol Hill. On* 
•ccnano, he eaid, gives the station a much easier ride this

1=“=SS«

ASS?
ofthe Office of Management and Budget, touched 

c® the firestorm two weeks ago when he formally 
prcpoaed kilUng both the Sion and an tt-SS 

kn6W0 “ *uP«1<»nducting super

However, Rep. George E. Brown Jr. (^Colton), 
chapman at the House Committee on Science, Space and

cut several billion dollar* out of th* program 
four yem. NASA already has spent fgbUlkm
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Modern Witch Hunt—Child Abuse
THE PRESIDENT HAS SEENCharges

Act.
The 1974 act-sometimes known as the 

Mondale Act. after one of its sponsors- 
was implemented to fight a genuine prob-

as well. She suggested that her siblings 
question the grandchildren. Thus began 
the wave of hysteria that ultimately re­
sulted in the Souzas being found guilty of 
these alleged crimes. (Dorothy Rabi­
nowitz writes about this on the Leisure & 
Arts page of this paper today.)

On the basis of my examinations of the 
Souzas. I was convinced that there wasn't 
a scintilla of evidence that they commit­
ted these crimes or even exhibited pe- 
dophilic tendencies. Furthermore. I care­
fully reviewed many of the documents in 
this case, especially videotapes of the in­
terviews with the grandchildren con­
ducted by the prosecutor's overzealous ex­
aminers. I found the interviews to be coer­
cive. with the use of many leading ques­
tions and the selective ignoring of 

By Richard A. Gardner

Janet Reno. Bill Clinton’s nominee for 
attorney general, has made her name 
largely In cases involving the defense of 
children. She may well continue this focus 
if she is confirmed In her new job. For all 
those in the new administration, though, 
a task awaits. It is the modification of the 
Child Abuse Prevention and Treatment

The child abuse establishment—social workers, psy­
chologists, law enforcement officials—encourages charges 
of child abuse whether they are reasonable or not.

penalties (usually fines and/or prison sen­
tences) for failure to report. In effect, this 
provision has made it a criminal offense 
for such people not to report suspected 
abuse. As a result, these professionals are 
put on the defensive-if they don’t report, 
they might be deemed criminals. The re­
sult has been overreporting of even the 
most absurd and impossible accusations.

During the few years following the 
Mondale Act’s passage, all 50 states and 
the District of Columbia passed legislation 
providing for the establishment and fund­
ing of the appropriate programs.

The basic problem is that the system is 
biased. State and federal money is avail­
able for the treatment of children who are 
found to have been abused, but no funds 
have been specifically allocated for the 

formed a series of perverted sexual acts 
on three of their grandchildren. The accu­
sations began when one of the Souzas’ 
daughters had a diram in which she envi­
sioned her parents and her brother sexu­
ally abusing her when she was a child. In 
the dream her mother had a penis. She 
concluded that the dream indicated that 
she had actually been sexually abused as 
a child by her parents and that the Souza 
grandchildren had probably been abused

comments by the children that would have 
led any unbiased examiner to question 
whether these allegations had any merit 
whatsoever.

Another example: Kelly Michaels, a 
New Jersey nursery' school teacher, was 
sentenced to 47 years for allegedly sexu­
ally abusing 20 children under her care. 
After examining the alleged victims, the 
accusing parents, and Ms. Michaels. I was 
convinced that she did not engage in the 
variety of abominable acts attributed to 
her. Yet the parents’ hysteria was fueled 
by overzealous “validators" and law en­
forcement officials, leading to Ms. 
Michaels’s conviction.

Part of the problem is that since 1974. 
the Mondale Act has been expanded sev­
eral times, progressively increasing Hie 
federal funds allocated to the states. Cer­
tain provisions of the original law and its 
successors worked to encourage people to 
bring child abuse charges that were frivo­
lous. and sometimes malicious, fabrica­
tions.

To qualify for federal money, states 
had to pass legislation that provided im­
munity from prosecution for all those re­
porting child abuse. With the advantage 
of the screen of immunity, many people in 
legitimate cases gained the confidence to 
come forward. However, the same immu­
nity protected people making frivolous 
and even fabricated accusations.

To get federal funds, states were also 
required to pass laws requiring specific 
people (such as health-care professionals, 
law-enforcement officials, teachers and 
school administrators) to report suspected 
child abuse to the appropriate child pro­
tection agency. Such mandated reporting, 
of necessity, had to be backed up by 

lem. Up to that year, child abuse was 
rarely reported and frequently covered 
up. it was Congress's intent to rectify this 
deplorable situation by providing incen­
tives for states to set up programs for 
child abuse research, identification, pros­
ecution and treatment. Federal funding 
was made available to match state spend­
ing. and this served as an incentive for 
states to create such programs.

The law. however, has had results that 
its authors did not intend. In America to­
day. child sex-abuse accusations are bur­
geoning. In many cases, it is probable 
that the charges are valid. But when the 
charges arise from vicious child custody 
disputes, where the vengeance element 
and the opportunity for exclusion of a 
hated spouse is operative, .or in venues 
such as day-care centers, where the po­
tential pedophile has little opportunity for 
contact with the child alone, the preva­
lence of child abuse is in reality quite low. 

The Child Abuse Establishment

Nevertheless, the number of charges in 
these areas escalate. The primary reason: 
The Mondale Act has strengthened the 

I “child abuse establishmenf'-a network 
of social workers, psychiatrists, psycholo­
gists and law enforcement officials-that 
through its very existence frequently vali­
dates an individual's charges. In other 
words, this establishment, unintentionally 
or intentionally, encourages charges of 
child abuse whether thev are reasonable 
or not.

Some examples from cases in which I 
. have personally evaluated the accused as 

well as other parties:
On March 5. Raymond and Shirlev 

Souza (both 61) of Lowell. Mass., will be 
sent to prison, possibly for the rest of their 
lives. They are accused of having per­

protection and treatment of those who 
have been falsely accused. Nor has money 
been available for another special and 
growing group-children who have suf­
fered psychiatric disturbances because 
they have been used as vehicles for the 
promulgation of a false accusation. Evalu­
ators who conclude there has been abuse 
set in motion events that bring their of­
fices both state and federal funds. If thev 
conclude there was no abuse, their facili­
ties receive no funding for further evalua­
tion of treatment.

The “child abuse establishment" also 
furthers itself. Mental health facilities, 
child protection services, and investiga­
tory agencies (including police, detectives 
and prosecutors) all depend on each 
other. It behooves them to work together, 
because the greater the number of refer­
rals. the greater the justification for the 
requisite funding. The current system 
generates an endless stream of referrals 
for investigators and "validators." Ail 
this predictably fuels sex-abuse hvsteria. 
hysteria in which an accused individual's 
constitutional due-process protections are 
commonly ignored.

Here are some changes at the federal 
level that could help:

• Drop the federal immunity clause. 
Immunity from prosecution is generally 
available only to specific groups essential 
to the functioning of the legal system- 
e.g., judges and prosecutors. It is incom­
patible with the basic philosophy of our le­

gal system. Such immunity encourages 
frivolous and fabricated accusations'. I 
would go further and recommend that 
states that include the immunity provision 
should not be entitled to federal funding.

• Drop the clause mandating the re-
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02/23/93

RM:

sewagner.

This handwritten note was given to me by John 
Podesta with only the small folded paper, 
attached, as background.

I called Harbor View Hospital for the address, 
(apparently this lady was on her way to see 
the President on his trip to Seattle on Monday, 
02/22 and had an accident.)

This was federal expressed this evening, 
authorization given by Room 1.

Betty Joyce Merkel
Harbor View Hospital
Rm 6 North 13
325 Ninth
Seattle, WA

(just ninth, not street/avenue) 
98104

I did call Nancy Hernreich before dispatching 
this note, since the hospital had this lady 
listed at 'Betty Joyce Merkel and the President's 
note addressed her as 'Joyce' . I asked if she 
wanted it back to double check on how to 
address this lady. She said she had not seen 
this note, but to let it go as it is.
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02/23/93
DATE:

MARK GEARANNOTE FOR:

Information

Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

iy
^xx ■■

The President has reviewed the attached, and it is forwarded to you 

for your.
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The Honorable Robert P. Casey 
Governor of Pennsylvania
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THE WHITE HOUSE

WAS HIN GTON

February 20, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: Mark D. Gearan

SUBJECT: Governor Casey

attachment

I thought you might be interested in reading the attached 
statement issued by Governor Casey, following your address to the 
Joint Session of Congress.

THE PRESIDENT HAS SEEN
3/^ 3

93FE5Z2 PM: 23
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would

which target

of middle class Americans; the expansion of the 
credit will help working families. In fact, the

to be families with children.

Of enacting the 
?resf^nfs pSn “ compelling. He spoke with confidence and 
^ton about the national interest, and all of us must• r«M«ber 
that the national Interest of our coun«Y at stake here.

partisan posturing
kind which7 has aTready b/ought on the deep economic crisis in

XXX

I believe the 
growth and deficit

that the
r£uc”onror a^er^i’ve tax'^easJresTin piice’of those in the 

President's plan with which they disagree.

' ' , As these
■ , But as described

while each of us can find things in the plan we 
the overall plan seems balanced and fair. When 
alternative of doing nothing and simply continuing 
which would only see the deficit continue to soar

strongly parallels our 
to business, 

service, youth 
? investment and strong 
like immunization and the

have the heavy burden of offering specific spending 
reductions or alternative tax measures in place of those in the 
President's clan with which they disagree. Anything short of that 
wm be seenP by the American people as narrow, partisan posturing 
of a kind which has already brought on the deep economic crisis in 

which we now find ourselves.

President offered a bold, new plan for economic 
reduction which is designed to get the country

back on its feet again.

STATEMENT BY GOVERNOR ROBERT P. CASEY

February 18, 1993

, v., niaht president Clinton offered a plan for
economic recovery ’"tb/lconomlc^and'"f^TscalbpollciJs of 'the last 

atamat^change^om^e

businessestUwhich^ta^get * Investment designed to spur economic 

growth.

economic program 
for technology 

j voluntary 
enterprise

and Children (WIC) nutritional program.

> the deficit by sharply reducing spending 
____ of" the” national government. The tax proposals 

plac’e"the’major burden c^ss Tnd the

created by’ proposal are designed to raise

PennsylvanlF’progra^s Iw cltlSn"'6

infrastructure investment, voluntarY
apprenticeship programs, enterpris-5 zone
financial support . ^l^ren^programs 

Women, Infants <--- 

The plan would reduce
in over 100 areas cf --7pjace the major burden for new revenues on 

afford it, while minimizing^ the --
poor. The new jobs •
the income levels
earned income tax t-----
biggest winners in the plan seem

We have not yet seen all the details of the plan, 
become available, further questions ^arise. L.---- -

last night, whJ’* each of us can ’ 

disagree with,
compared to the

balanced and fair.
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02/23/93DATE:

NOTE FOR: BERNIE NUSSBAUM

3XXInformation

□Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your:
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February 16, 1993

Sipcerely yours,

The Honorable William J. Clinton
President of the United States
The White House
Washington, DC 20500

I wish you and your Attorney General-designate — indeed, your 
entire administration — success, wisdom, and justice in the years 
to come.

Js>tates Siatrirt (Court 

Statrirt of jSRaBBztrhuBeftB 

53oBt ©fftce anb Court house ^Builbiug 

IBoaton, 48tassaciruBettB 02109

Dear Mr. President:

RYA W. ZOBEL
United States District Judge

THE PRESIDENT HAS SEEN 
oa o-s ^3

The call to the country's service can take many forms. 
Sometimes, if I may paraphrase Milton, one also serves who only 
stands and waits. In these times, being asked to serve even by 
waiting is an honor, and I thank you for having conferred it upon 
me.

HI Zobrl
District Jubgr



02/23/93
DATE: 

NOTE FOR:

Information

□Action

Thank you.

cc:

■ /

THE WHITE HOUSE
WASHINGTON

i
i

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

MACK MCLARTY 
HOWARD PASTER

The President has reviewed the attached, and it is forwarded to you 

for your:



February 23, 1993

Mr. President,

THE WHITE HOUSE 
WASHINGTON

John Podesta

Attached is a memo from Tony Lake and 
Howard Paster together with a response 
to Chairman Rostenkowski's letter our 
MFN policy for China.

i Hi PRESIDENT HAS SEEN

We circulated the Rostenkowski letter 
and proposed response to. Mickey Kantor 
and Bob Rubin as well. They have no 
objection. q k

ohn Podesta
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THE WHITE HOUSE

WASH!NG TO N

February 22, 1993

ACTION

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

Purpose

Background

RECOMMENDATION

That you sign the letter to Chairman Rostenkowski at Tab A.

cc: Vice President 
Chief of Staff

Attachments
Tab A Proposed Response to Chairman Rostenkowski
Tab B Incoming Correspondence

Proposed Response to Chairman Rostenkowski 
Regarding Policy on Most Favored Nation Status 
for China

PRESIDENT HA§3^fN

In his letter, Rostenkowski states that Congresswoman Pelosi and 
Senate Majority Leader Mitchell are currently crafting 
freestanding legislation that would attach specific conditions on 
MFN. We have not yet seen copies of the bills, but have heard 
that the legislation could be introduced in early March.

To respond to Chairman Rostenkowski's concerns about our policy 
toward China.

While the Administration's policy on MFN is under study, your 
public statements are clear and have been used in the reply to 
Rostenkowski. U.S. agencies are actively monitoring agreements 
signed with the Chinese in key areas over the past year. In 
particular, USTR is actively monitoring implementation of the 
market access and intellectual property rights agreements.

ANTHONY LAKE - , . 
HOWARD PASTER//V



THE WHITE HOUSE

WASHINGTON

February 23, 1993

<

As always, it is good to hear from you.

Sincerely,

»[

... I
3

I share your view that we need to consider well 
before June 3 how best to approach the renewal 
of MEN to China. We must work for improvements 
in human rights, nonproliferation, and market 
access. I believe we can achieve progress in 
these areas with a policy that does not isolate 
China but rather helps to promote a market- 
oriented and democratic society.

The recent release of political prisoners is 
indication that there may be opportunities for 
some further improvements. I would welcome your 
thoughts and advice over the coming weeks on how 
best to address the issue of MFN and hope you 
will keep in touch on this important issue.

Thank you for your letter on Most Favored Nation 
trade status for China which I read with great 
interest. We are in the midst of our review of 
policy toward China and your comments were 
especially useful.

The Honorable Dan Rostenkowski 
Chairman
Committee on Ways and Means 
House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

i

!



COMMITTEE ON WAYS AND MEANS
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February 4, 1993

PHIIUF 0. MOSELEY. MINORITY CHIEF OF STAFF

MEMORANDUM

President Bill ClintonTO:

Dan RostenkowskiFROM:

Policy on most-favored-nation (MFN) status for ChinaRE:

I am sure you are aware, U.S. policy on trade with the

faced in recent years.

I,

As you know, technically, the extension of China's MFN status
does not come up until June 3, at which time you are required to

In practice, much will be done in Congress and much could be

expiration of the extension.

Specifically, Congresswoman Nancy Pelosi (D-CA) and Senate
Majority Leader George Mitchell (D-ME) are crafting legislation
that would specify conditions the President would have to consider 
in determining whether China deserves MFN for another year. I

You are no doubt aware

AS  . 
People's Republic of China (PRC) has been among the thorniest and

AMO HOUGHTON. NEW YORK 
WALLY MERGER. CALIFORNIA 
JIM McCRERY LOUISIANA 
MEL HANCOCK. MISSOURI 
RiCK SANTORUM. PENNSYLVANIA

CNt HUNDRED THIRD CONGRtSl

DAN ROSTENKOWSKI. ILLINOIS. CHAIRMAN 

BILL ARCHER. TEXAS 
PHILIP M. CRANE. ILLINOIS 
BILL THOMAS. CALIFORNIA 
E CLAY SHAW. JR. FLORIDA 
DON SUNOQUIST. TENNESSEE 
NANCY L JOHNSON. CONNECTICUT 
JIM SUNNING. KENTUCKY

make a decision on whether to give the PRC a 12-month extension of 
this preferential trade status. The current extension is good 
through July 3; however, notification of the extension must be 
made at least 30 days prior to expiration. 

of MFN for China on Beijing's meeting codified conditions on human 
rights, trade, and weapons proliferation policies.

this preferential trade status, 
through July 3; however, i._-ill

understand that you have had conversations with Congresswoman 
Pelosi regarding her plans on this matter. ----

U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON, DC 20515-6348

most controversial trade matters the Ways and Means Committee has 
faced in recent years. Judging from discussions I have already 
had with U.S. business representatives.and with others interested 
in this issue, MFN for China will again become a lightning rod for 
impassioned legislative activity during the 103rd Congress.
therefore, thought it wise to put my views on this matter in 
writing.

done in the Executive branch well in advance of the actual 
expiration of the extension. There is already significant 
Congressional movement toward formally conditioning the extension

M GIBBONS. FLORIDA 
fj PICKLE. TEXAS 
CHARLES 8 RANGEL NEW YORK 
FORTNEY PETE STARK. CALIFORNIA 
ANCY JACOBS. JR. INDIANA 
HAROLD E FORD. TENNESSEE 
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BARBARA 8 KENNELLY. CONNECTICUT FRED GRANDY. IOWA 
WILLIAM J COYNE. PENNSYLVANIA 
MICHAEL A ANDREWS. TEXAS 
SANDER M LEVIN. MICHIGAN 
BENJAMIN L CARDIN. MARYLAND 
JIM McDERMGTT. WASHINGTON 
GERALD 0. KLECZKA. WISCONSIN 
JOHN LEWIS. GEORGIA 
LF PAYNE. VIRGINIA 
RICHARD E. NEAL MASSACHUSETTS 
PETER HOAGLAND. NEBRASKA 
MICHAEL R MCNULTY. NEW YORK 
MIKE KOPETSKI. OREGON 
WILLIAM J. JEFFERSON. LOUISIANA 
BILL K. BREWSTER. OKLAHOMA 
MEL REYNOLDS. ILLINOIS

JANICE MAYS. CHIEF COUNSEL AND STAFF DIRECTOR
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then that she is one among many who fear that your position on 
China's trading status has grown more conciliatory since the 
election in November.

Although a number of other Democrats, who supported the 
Pelosi bill in the past, and I would be willing to follow your 
lead on this issue, this may well be offset by a swing of 
Republican votes, who had supported President Bush but now would 
support a tougher stance on China. In light of this, I believe 
that you will be facing a potentially hostile Congress toward 
preserving China's MEN status by this summer, unless you take some 
rather aggressive steps in the months leading up to your June 3 
notification.

Memorandum
February 4, 1993
Page 2

Furthermore, because they have so much at stake in this 
issue, you should strongly encourage the American business 
community to work with you to pressure the Chinese Government to 
make tangible progress in addressing these concerns. The last 
thing in the world U.S. companies want to see is the signing into 
law of legislation that would circumscribe the U.S.-China trade 
relationship. Maintaining close commercial ties with China not 
only means a great deal to those U.S. firms that source from this 
Asian nation, but also to those interested in selling to China and 
even investing in this market.

In my judgment, you must use the next several months to 
demonstrate to the Chinese Government, the Congress, and the 
American people, that you are not willing to accept business as 
usual in China as it pertains toThe important issues of human 
ritfhts, weapons proliferation, and trade. The Chinese Government 
must be made to understand that they must take significant and 
tangible steps before June 3 in these areas in order for you to 
advocate, with credibility, continuing China's MFN status.

■K. . 

S

Many of those who have supported conditional China-MFN bills 
in the past are likely to be willing to force your hand on this 
matter by pushing for passage of a bill this year. Keep in mind 
that during the 102nd Congress alone, two conditional MFN bills 
passed both the House and Senate by comfortable margins:
(1) H.R. 2212 passed the House initially by a vote of 313 to 112 
and the Senate by a vote of 55 to 44; and (2) H.R. 5318 passed the 
House initially by a vote of 339 to 62 and the Senate by voice 
vote. Tn both instances, I •joined with a snffirjarit number-of 
Hz-mcg nol leagues to override the President's veto, but the senate 
fell several votes short of.anoverride.
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I am convinced that China is likely to do even more if you 
send a clear and direct message to Beijing that MEN.extension in 
July will come only in exchange for China's demonstrating 
significant progress on human rights, trade, and weapons 
proliferation issues.

/
■

Memorandum
February 4, 1993
Page 3

I, therefore, think it essential that business be co-opted 
into any and all efforts made by your Administration to persuade 
the Chinese Government to release political dissidents; refrain 

\/j from illegal trading practices, such as transshipment to avoid

technology to terrorist states, such as Syria and Iran.

In conclusion, I think you are in a strong position to 
effectuate change in China's policies. We have already seen 
evidence in recent months, due largely to apprehension in China 
about the direction that your Administration may take in our 
bilateral relationship,.that the Chinese Government is willing to 
take some positive steps in the areas of trade and human rights. 
On trade, for example, in October of last year, Beijing agreed to 
a Memorandum of Understanding that settled a U.S. Section 301 
investigation into China's failure to provide U.S. firms with fair 
access to its market. On human rights, The New York Times reported 
this week that Beij ing has announced the release of two prominent 
political prisoners before the completion of their sentences.

»\/i from illegal trading practices, sucn as uranssuj-puieiiu to a 
| textile quotas; and cease transfers of weapons and weapons



i

: 4--'

;'.e\

1

'•a*A* • *

THE WHITE HOUSE

WASHINGTON

February 23, 1993

Dear Dean and Angie:

You are in our prayers.

Sincerely,

>■

Please take hope in knowing that the love 
and support of your friends and family will 
comfort and sustain you during this difficult 
period.

IWe know how much he wanted to attend the 
Faces of Hope luncheon and we would have 
loved to have met him.

Hillary and I were so saddened to learn of 
Joshua's death. While he was here he 
brightened your days and we know he will 
be missed.

Dean and Angie Cox
10327 U. S. 250 North 
Milan, Ohio 44846

i

I

I

K**" -



February 23, 1993

Dear Jesse:

I want you to know

Sincerely,

Hillary 
let me

THE WHITE HOUSE

WASHINGTON

I know that the love
will sustain you C

and I will be thinking of you. 
know if we can help.

■7 how saddened I was to learn 

of the death of your father.

and support of your family 
during this difficult time.

Please

The Honorable Jesse Brown
Secretary of Veterans Affairs

6743 Kirk Lane
Warrenton, Virginia 22186
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DATE: 2/23/93
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Trey SchroederTO:
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For appropriate handling.

Marcia Halecc:
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THE WHITE HOUSE

WASHINGTON

C/utert. |

Z/z3 1^3
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FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary

J
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33F&?3 "10:The American Legion
DEPARTMENT OF TEXAS

7

c)

/February 17, 1993

?
✓

,0

Dear Mr. President:

the convention here in El Paso, Texas in July, 
latest letter I have received from Mexico.

Good luck, and my prayers are with you as you grasp firm the 
reigns of leadership over our great Nation.

Just a short note to let you know everything looks good for 
Enclosed is the

Honorable William Jefferson Clinton
President of the United States
1600 Pennsylvania Avenue
Washington D.C.

I'll be in Washington D.C. with The American Legion 
Legislative Conference on Saturday, February 20th until 
Wednesday, February 24th, and I will try to meet with Secretary 
Jerry Brown or Hershel Gober, as to our concerns, and an update 
on the July Convention in El Paso.

RPM/bac
Enclosures: as

H

P. 0. BOX 789

AUSTIN, TEXAS 78767

Sincerely,

Ronald P. McCluskey 
Department Commander

I am assuming that your middle name is after President 
Jefferson, and if so, I've included an article showing he too, 
cut the budget.
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IASSIEU BERLANGAAND

^.RFI^es

PR-1S-

SUFRAGIO EFECTIVO. NO REE-ECCION. 
EL SECRETARIO PARTICULAR

Senor
RONALD P. MCCLUSKEY

Comandante del Departamento 
de Texas de la Legion Americana
Presente.

THE AMERICAN LEG.ON 
RECEIVED

FEB - 8 1993 

of toms

Sin otro particular, me es grais presentarle las seguridades de mi mas 

distinguida consideracion.

59697

Palacio Nacional, 19 de enero de 1993.

V

DE LA REPUBLtCA

Por este conducto me permito corrurJcar a usted que el senor licenciado Carlos 
Salinas de Gortari, Presidente Corstitucional de los Estados Unidos Mexicanos. 
quedo enterado del contenido de su escrito de fecha 9 del pasado mes de 
diciembre, mediante el cual le agradece la audiencia que le concedio 
recientemente, en la que le fomulo una invitacion para que asista a una 
convencion que lievaran a cabo er fecha proxima en El Paso, Texas.

* vw
SI*



THIRD PRESIDENT 1801-1809

I

over con-

^^.“S.^^rSSP..Of SUch projects a* * designs for the

ofTtaVeZ^6"1 and Championed which he might cartemplate the unr

He died on July 4, 1826.

Jtffemn gained the ii

As a reluctant candidate for President in 

1796, Jefferson came within three votes of

NTHETHICK of party conflict in 1800,

Thomas Jefferson wrote in a private let-

1
eternal hostility against every form of tyran- he became V^pJ^int. alt^Eh

ny over the mind of man.” j - - - -

This powerful advocate of liberty was f

bora in 1743 in Albemarle County, Vir- lican electors, attempting to name both a 

gima, inhenUng from his father, a planter President and a Vice President from their 

and surveyor, some 5,000 acres of land, own party, cast a tie vote between Jefferson 

and from his mother.ja Randolph, high so- and Aaron Burr. The House of Representa-

U/otrUd. c*i__a«______  °

ow, and took her to live in his partly con­

structed mountaintop home, Monticello.

Freckled and sandy-haired, rather tall 

and awkward, Jefferson was eloquent as a 

correspondent, but he was no public speak- ular in the West, yet< 

er. In the Virginia House of Burgesses and 

the Continental Congress, he contributed

immense Louisiana Territory for the infant Republic,

13

Jefferson succeeded Benjamin Franklin

as ministerto France in 1785. His sympathy
for the French Revolution led him into con- 

j ffict with Alexander Hamilton when Jeffer-

k aon was Secretary of State in President
| Washington’s Cabinet. He resigned in 1793.

| Sharp political conflict developed, and

|two separate parties, the Federalists and the

EDemocratic-Republicans, began to form.

E*fferson i * -

ggeRepublicans. who sympathized with the .. .......... ........ w, , „r___ „ ricIItlJ Ilooienian

iCaUSe u‘n FranCC* Anackin8 observed 'that he tadptaced Ms’l^e ^d

B^nZ.iPQ • he opP°scd a stron8 his mind “on an elevated situation from 

govemment and championed which he might contemplate the universe.”

gress^Jefferson^al 33, drafted the Declara- provision for the acquisition of new land

labored to make its words a reality in Vir- stitutionality when he had the opportunity 

pma. Most notably, he wrote a bill estab- to acquire the Louisiana Territory from Na- 
ushing religious freedom, enacted in 1786. poleon in 1803.

a,tar5>f God ?leftion’ Through afawin the Constitution,

_ i an op­
ponent of President Adams. In 1800 the de­

fect caused a more serious problem. Repub-

During Jefferson's second term, he was 

increasingly preoccupied with keeping the 

Nation from involvement in the Napoleonic 

wars, though both England and France in­

terfered with the neutral rights of American 

merchantmen. Jefferson's attempted solu­

tion, an embargo upon American shipping, 

worked badly and was unpopular.

Jefferson retired to Monticello to ponder 

1
University of Virginia. A French nobleman

« policies, he opposed a strong his mind

own party, cast a tie vote between Jefferson

cial standing. He studied at the College of tives 

William and Man then read law. In 1772 Jefferson and Burr, nevertheless urged Jef- 

he married Mytha Wayles Skelton, a wid- ferson’s election.

the crises in France had passed. He slashed 

Army and Navy expenditures, cut the bud­

get, eliminated the tax on whiskey so unpop-

He also sent a naval squad- 
ron to fight the Barbary pirates, harassing 

his pen rather than his voice to the patriot American commerce in the Mediterranean 

cause. As the “siknt member" of the Con- Further, although the Constitution made no

tkmof Independence. In years following he Jefferson suppressed his qualms
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THIRD PRESIDENT 1801-nD9

I

t

r ““ jciicrson suppressea ms qualms over con-
bbored to make its words a reality in Vir- stitutionality whe. be had the opportunity

Jeflason succeeded Benjamin Franklin During Jefcsow's second term, he was 

“ 1™“«erto F™ncc‘nJ7®5- His sympathy increasingly preoccupied with keeping the 

RevolutKM led him into con- Nation from hvoKement in the Napoleonic 

■ct wrt Alexander Hamilton when Jeffer- wars, thoudi both FnalanH and

;rscn

. ---------------------------mo nc saa ptacea ms nouse and« policies, he opposed a strong his mind “on an elevated situation, from
t

rifibs of states.

Werwn gained the immense Louisiana Territory far the infant Republic.

13

i

ponent of Piesdcnt Adams. In 1800 the de- 

i«oce serious problem. Repub-

the crises in France had passed. He slashed 

Army and Nwy (expenditures, cut the bud­

get, eliminatal the tax on whiskey so unpop-

He also sent a naval squad-

to acquire theLooisiana Territory from Na­

poleon in 1883.

wars, though both England and France in­

terfered with the neutral rights of American 

merchantmen. Jefierson’s attempted solu­

tion, an embargo npon American shipping, 

worked badly and was unpopular.

Jefferson retired to Monticello to ponder

*

ton to fight the Barbary pirates, harassing 

—i coanerce in the Mediterranean.

pess, Jefferson, at 33, drafted the Declara- provision for the acquisition ofnew kuid.

«w> »» Secretary of State in President 
washmpon s Cabinet He resigned in 1793.

Shatp political conflict developed, and

Jo separate parties, the Federalists and the 

vetnoaatic-Republicans, began to form.

. 1=-----—J CUOUUKU IcauciMlip Ul
* Rqublicans, who sympathized with the

" France-. Attacking Observed that be had placed his house and

1 government and championed

,^.?“.L“!.™d.J'ad're.hip.,>f ??c.h p,?jec“; “» dcs’Sns for >he 

: University of Vngama. A French nobleman

which he might comemplate the universe.” 

He died on My 4. 1826.

!
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N THE THICK of party conflict in 1800, As a relactant candidate for President in 

Thomas Jefferson wrote in a private let- 1796, Jeffem came within ttaee votes of 

ter, “I have sworn upon the altar of God election. Ttanugh a flaw in the Constitution

eternal hostility against every form of tyran- he became Vice President, although an op-’ 

ny over the mind of man.” ponent of Ptesideiit Adams. In 1800 the de-

This powerful advocate of liberty was feet caused amove serious problem. Repub- 

bom m 1743 in Albemarle County, Vir- lican electon, attempting to name both a 

gima, mhentmg from his father, a planter President aad a Vice President from their 

and surveyw, some 5,000 acres of land, own party, cart a tie vote between Jefferson 

and from his mother, a Randolph, high so- and Aaron Barr. The House of Representa- 

cial standing. He studied at the College of tives settledfe tie. Hamilton, disliking both 

Wilhan and Mary, then read law. In 1772 Jefferson and Burr, nevertheless urged Jef- 

he married Martha Wayles Skelton, a wid- ferson’s election.

ow, and took her to live in his partly con- 

structed mountaintop home, Monticello.

Freckled and sandy-haired, rather tall 

and awkward. Jefferson was eloquent as a 

corre^ondent, but he was no public speak- ular in the yet

er. In the V irginia House of Burgesses and 

she Continental Congress, he contributed

Ss pen rather than his voice to the patriot American  
*Sile?t-mJ:m„beF’,of Con- Further, although the Constitution ^6 no

Son of Independence. In years following he Jefferson suppressed'his qualms ^er con-

ginia. Most notably, he wrote a bill estab­

lishing religious freedom, enacted in 1786.
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CEPAP.TMENT O= TEXAS

PRtS-C'ENCIA OE LA REPUBLICA

JEU BERLAIAND

^.RFIV^es

SUFRAGIO EFECTIVO. NO REELECCION. 
EL SECRETARIO PARTICULAR

Senor
RONALD P. MC CLUSKEY

Comandante del Departamento 
de Texas de la Legion Americana 
P r e s e nte .

Sin otro particular, me es grato presentarle las seguridades de mi mas 

distinguida consideracion.

THE AMERICAN LEGION 
RECEIVED

Por este conducto me permito comunicar a usted que el senor licenciado Cartos 
Salinas de Gortari, Presidente Constitudonal de los Estados Unidos Mexicanos, 
quedd enterado del contenido de su escrito de fecha 9 del pasado mes de 
diciembre, mediante el cual le agradece la audiencia que le concedio 
recientemente, en la que le formulo una invitacion para que asista a una 
convencion que lievaran a cabo en fecha proxima en El Paso, Texas.

w
10./3 59697

Palacio Nacional, 19 de enero de 1993.
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Name:

4701 Tropicana, El Paso, TexasAddress: 79924

Telephone Number: (915) 779-3638 (office); (915) 751-6990 (home)

Social Security Number: 460-66-9202

Marital Status: Divorced, one child.

Present Position and Description of Duties:

Past Position and Description of Duties:

RESUME

President of the law firm of McCluskey and Associates of 
El Paso, Texas and Chief Counsel and Executive Director of 
the El Paso Employers' Association, for labor law purposes. 
Prime Counsel for public sector employee grievances and 
lawsuits.

Admitted to practice before the United States Supreme Court, 
the United States Military Court of Appeals and the Army 
Court of Military Review, United States Court of Appeals for 
the District of Columbia Circuit.

Member of the President's "Working Committee on Civil Service 
Reform "(1978).

Member of Civil Service Commission for the City of El Paso, 
Texas, (1984).

Member of the Employers Advisory Council to the Texas 
Industrial Accident Board.

Assistant Counsel to the United States Congress, House of 
Representatives, Subcommittee on Census and Statistics, 
April-June, 1974.

Ronald P. McCluskey

Member of State Bar of Texas, Washington, D. C., American 
Bar Association, and the Texas Criminal Defense Lawyers 
Association.

Military service, U.S. Army 101st. Airborne 1962-65. 
Honorable Discharge Rand E-5. Staff Director and Counsel 
to the United States Congress, House of Representatives, 
Subcommittee on Compensation and Employee Benefits 1975- 
Feb. , 1981. Duites included organizing the Subcommittee, 
advise and assist the chairman and all Members of Congress 
on legal matters arising from current and proposed laws 
pertinent to the Subcommittee's jurisdiction (Employee, 
Retirement, Pay, Health and Life Ins., and Classification).



•>

Education:

High School:

College:

Law School:

Activities:

Graduate Work:

)

REFERENCES AVAILABLE UPON REQUEST

One year of Law School at University of San 
Diego, California 1970-71
Graduated from Texas Tech University School of
Law, Lubbock, Texas, receiving J.D. in December,1973 

Appointed Special Administrative 
Assistant to President of the Law 
Student Division of the American Bar 
Association, 1971-72. Member and 
Vice-Justice of Phi Alpha Delta (PAD), 
International Legal fraternity 1971-73

Portland High, Portland Maine, Graduated 1962; 
Activities: Football 5nd Track

University of Texas at El Paso, graduated Top 
Ten Seniors with B.A. In January 1970.
Activities: Student Body President 1968-69

President, Phi Kappa Tau Fraternity
1967-68
Vice President, Texas Intercollegiate 
Student Associations (TISA) 1968 
Member of Who's Who in American 
Universities and Colleges 1967-70.

University of Miami, Center of Law and Economics 
April-May 1977, Health Economics and the Law 
The George Washington University, 1978-79;
Legislative Affairs, the Politics of Legislation 
(12 hrs). Georgetown University, Public Issues 
Institute for professional legislative staff, 
January, 1979. Present member of National Health 
Forum, Washington, D.C.
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02/23/93DATE:

NOTE FOR: MACK MCLARTY

Information

□Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your.



♦

THE

February 23, 1993

MR. PRESIDENT:

John Podesta

cc: D.Watkins
B.Nussbaum 
R.Emanuel

HAS SEEN
WASHINGTON

"J

Mack asked that the attached 
be forwarded to you.



THE PRE8HW
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FEBRUARY 22, 1993

FROM: Howard Paster

Senator George MitchellSUBJECT:

1.) Is that date available?

Thanks.

3.) Do we know how to price the reimbursement for political 
travel?

Senator Mitchell called to discuss the feasibility of having the 
President travel to Maine for the Senator's major in-state 
fundraising event scheduled for Saturday June 19.

MEMORANDUM FORlMACK McLARTY 

MARCIA HALE
RAHM EMANUEL

J?

4.) Can the President travel on a smaller aircraft for a quick 
political trip? y—-------- ’

Obviously, I would like to accommodate the Majority Leader 
without forcing him to incur more expenses than necessary. May I 
get some immediate guidance on how matters like this are to be 
handled? I have promised to let the Senator know ±n a day or two 
if this is date is available, and then we can go from there.

occ' 2

2.) Would the President want to do this? (The Senator says he 
would need the President in Portland for as few as two hours, 
stopping by a moderate priced event and spending additional time 
at a more costly event.) 
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2/23/93DATE:f

Carol Rasco- NOTE FOR:

□Information

□Action

*

Thank you.

cc:

3ft; - »*

r

4

j

4

gentleman instead 
letter.

THE WHITE HOUSE
WASHINGTON

You may want to call this 
of sending a Presidential

The President has reviewed the attached, and it is forwarded to you 

for your

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

r'

I
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I
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I
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• 03755-3547

January 22, 1993

Dear Mr. President,
Your personal quotes about me as carried in the Inaugural Edition of

Not being a regularthe Wall Street Journal (1/20/93) are indeed flattering.

reader the edition was brought to my attention by students who called it

I only hope such

distinction will not be an embarassment for you as there is no question in my

wish you well and if there is anything I can do to be of "service" just call.

I am not seeking a job, nor pay as I owe a great deal to the nation and can

fully repay my obligation other than through service. Thus if there isnever

ed ora study, a commission, a task force or a committee that is intere

especially in relation to thededicated to aiding the  uf A

Again, I am amassive obstacles to formal learning I would happily serve.

lifelong teacher, a pragmatist committed to educational reforms believing that

schools and school systems can change, must change as must the public’s attitude

I doubt if I can live up to suchand opinion that the schools have failed.

a billing as you have presented but I will try, and try again, and I deeply

appreciate and am humbled by your words.

f Mofet jordially,

Xjlobert Binswanger!Binswanger

mind that many educators are better qualified. That is not false modesty. I 

do thank you most kindly and as I have indicated on previous occasions I

VAX- em’William Clinton
President of the United States
1600 Pennsylvania Avenue
Washington, D.C.

I

Dartmouth College hanover •
nf Education • 6103 Silsbu Hall • TELEP

THE PRESIDENT HAS SEEN

■ NEW HAMPSHIR1

Department of Education • 6103 Silsby Hall • telephone: (603) 646-3462

awesome whereas I prefer to think of it as mind-blowing.

January 22, 1993

HgSSaB
17 b
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January 25, 1993

Dear President Clinton:

hope and anticipation.

Very truly yours,

John S. Chalsty
President & Chief Executive Officer
(212) 504-4740
Fax (212) 504-4009

President Bill Clinton
The White House
Washington, D.C.

I wish to express my profound and heartfelt best wishes to you

It has been a privilege to

I am enclosing a New York Times article of January 4 quoting 
Elliott Platt, DLJ's Director of Economic Research. As you can see 
we --  ..---• ..
possibility of deficit* reduction. Finally,

Having had the 2PEfixtimi^y_Jtix...tal-fc~with*^you prior- to-, your 
inauguration I wanted to wait until,after January 20 before writing 
this letter.

at the beginning of your Presidency. 
know you, and we ail embark with you on. this grand adventure in 
’  ' •• • ■ • ( My very best to you and Mrs. Clinton.

Donaldson, Lufkin & lenrette
Donaldson, Lufkin & Jenrette, Inc. • 140 Broadway, New York, N.Y. 10005-1285 • (212) 504-3000

optimistic about interest rates and the 
 - --- , I have taken the

liberty of enclosing a transcript of my brief comments to you as 
part of the Renaissance gathering. They were delivered - and now 
sent - with great sincerity.

are "officially”



The recent Presidential election presented

candidate who deserved to be elected.

positive program for governance.

with our trust.

knew that he had won his party's

with a Congress of his own party.

trust his judgment.

In my view, voters made that decision thru the 

intelligent exercise of their right to be intolerant of 

irresponsible and negative campaigning and to demand a

I
i

Bill Clinton gave us that, and we rewarded him

We saw in him a man of courage and

many of us with a painful choice between an old friend 

for whom we felt genuine affection and gratitude, and an 

extraordinarily attractive candidate who held out to us — 

frustrated as we were by years of rancor, gridlock and 

even apathy — the exciting prospect that we could indeed 

"do better." As an immigrant, I have an abiding respect 

for the cumulative judgment of the American people, the

American voter, and - once again - we have elected the

intelligence; we

nomination without accumulating obligations to special 

interests, to the radicals of the right and left; we 

observed that he had the special opportunity of working

Most of all we came to



So, in addition to our trust, we also have

burdened him with our hope — him, not his advisers, not

the leadership of the Democratic party, not the Congress.

So, with the greatest respect. Sir, my advice is simple

to offer, appropriate to expect, but oh so difficult to

implement.

Surround yourself, as you areBe your own man.

doing, with the best available people, listen to the best

You are thebut, exercise your own judgment.advice

person we elected to lead us. Then weBe your own man.

will expect — and get what we deserve.

John S. Chalsty 

12/31/92



The 'Can You Believe It’ Outlook for Rates in ’93

ot'Otha'tnfomeOan9a”su Ire foSt- ■ ferllttle bit of wishful think-
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3-MONTH TREASURY BILL
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8.10 percent on April 27 to the low of 
7.21 percent on Sept. 8 — the yield on 
the 30-year bond wound up at 7.39 
percent at the end of last year, th 
same yield as the year before despit

fe-
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tg a drop in long-term interest rates. ing,” said Alan Sinai, chief economist 
he surprise is in their reasons, *' ~   —•-
Among traders, economists and in-

estors, there is a willingness to be- 
ieve in themes, like low inflation, and
ossibilities, like Democrats doing 
he right fiscal thing, that have not
>een credible in the past.

This means that some forecasters

J kite
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30-YEAR TREASURY BOND

& Jenrette, is even more optimistic, 
arguing in his main forecast for the 
year that the Clinton Administration 
will have enough success in beginning 
to tame the deficit that the yield on 
the long bond should get down to 7 
percent by midyear. He holds this 
view, he said, in part because he 
decided to ask what could go right 
this year rather than what could go 
wrong.

Mr. Platt- acknowledges that his 
forecast is not in the mainstream, 
and Mr. Sinai says he still thinks that 
the more likely path for the yield on 
long bonds is ups and downs during 
the year but little change once 1993 is 
over. That would be a repeat of 1992.

Still, these themes are touching 
most forecasts for the year in some 
way, meaning there is a big change in 
thinking on Wall Street about infla- 

i
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deficit reduction and low inflation no 
more than a 5 percent probablility.

Elliott Platt, the director of eco- 
' nomic research at Donaldson, Lufkin 

-B
■
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further. But it is also not likely to feel 
the need to raise them until well into 
ilte year.

The new Administration, many of 
ihc forecasts assume, will go easy on 
ling'tlie'iieficit, beginning with the 
1994 fiscal year, which begins Oct. 1. 

A Debatable Point
The Administration might decide 

to reduce the number of 30-year 
bonds the Treasury sells as a way to 
lower the cost of borrowing. Whether 
there would actually be savings by 
shifting borrowing to shorter maturi-

L

at the Boston Company Economic 
Advisors. “But It Is an intriguing wild 
card for 1993.”

Mr. Sinai, a participant in Presi­
dent-elect Bill Clinton’s economic 
teach-in last month, is giving the fall 
below 7 percent a probability of 20 to 
25 percent in his forecast for this 

tre ’inclualng Tn’their’'outiooks''the year. Just four years ago, when
irospect for what was normally un-, George Bush was elected to succeed 
hinkable: a year of low inflation Ronald Reagan, Mr. Sinai said he 
vhile the Government works in a would have given such a forecast of 
credible way to reduce the record
7ederal budget deficit. With these oil- 
md-water events coming together,
;ome forecasters see the 30-year

Christmas 1991 and the other in July. 
And there has not been much more 
change over the last three years. The 
yield on the 3h-year bond was 7.97 
percent at the end of 1989.

Except for the drop in short-term 
interest rates last year, which 
touched 30-year lows in the fall, there

Lt

asuries, .
ties that have lower interest rates is 
debatable. But a cut in the $10 billion 
or so of 30-year bonds that have been 
sold each quarter recently could help 
hold prices up and yields down, ana­
lysts contend.

These basics, which exclude a suc­
cessful drive to bring down the defi­
cit, produce forecasts that have the 
yield of the 30-year bond falling a 
little — to around 7.25 percent — to 
ending the year little changed. The 
real differences are in the pattern for 
the year. Some forecasts, like Mr. 
tiro’s, are "U” shaped, with the yield 
falling close to 7 percent on slower 
growth and low inflation in the first 
half of the year while rising again at 
year’s end as the economy picks up 
some speed.

Others are arched, with yields ris­
ing early in the year as the bond 
market confronts the reality of Mr. 
Clinton as President and the difficul­
ty of getting things done. But as the 
year progresses, the economy contin­
ues to grow only moderately and the 
inflation story takes deeper root and 
the yield on the long bond tomes 
down close to 7 percent.

There is more uniformity on short­
term interest rates, which are expect­
ed to rise slightly. The timing de­
pends on when the Federal Reserve 
finally decides it has io prove ns anti- 
Fe'ticrai ninos rate.

Together, this produces what trad­
ers call a flattening yield curve. That 
happens when the difference beiween 
the yield on the 30-ycai bond and the 
2-year Treasury note narrows. This 
spread reached a record high of near­
ly 370 basis points this year but ended 
the year at 284 basis points, 31 basis 
points above last year's finish of 254.

aflation theme in his forecast. He is 
■citing that 2.75 percent inflation, as 
neasured by the Consumer Price In- 
iex, along with a slowing of the econ- 
my from the 3 percent-plus pace at 
he end of last year, will help pull the 
-ield on the 30-year bond down to 7.20 
■ereent by midyear.

But he suspects. that faster eco- 
idmic growth by the end of the year 
vill push the yield back close to 
vhere it is today, as a faster economy 
gnites a fear of higher inflation. And 
te' is not ready to expect that a Demo- 
:rat in the White House can work out 
vhat he calls ’’ironclad" deficit re- 
luction with the Democrats in Con- 
■ress.
“1 have more confidence in the 

nflation story than the new Adminis- 
ration," he said.

But traders and investors all over 
Wall Street still seem to have a lot 
more confidence in the new Adminis- 
ralion than would have been expect- 
:d. And many seem to have converted 
to the newest theory about the Clinton 
Administration.

Just before the election, interest 
rates rose after a strong summer 
rally because of fear that a Clinton 
Administration would try to stimu­
late the economy, go too far and jack 
up the Federal budget deficit and get 
prices rising again.

lion and the Democrats. This has 
already been positive for the market 
and is part of the reason that the 
price of the 30-year bond rallied after 
the election and the yield dropped 
from the 7.76 percent rate reached on 
Nov. 6.

But such views can be fragile, and 
that means the market this year 
could face a lot of volatility as each 
word and deed of the Clinton Admin­
istration is weighed to see if this 
unusual confidence is warranted and 
each inflation report is studied to see 
if this faith is misplaced. There will 
also be the lest of whether the politi­
cal gridlock of the last four years will 
dissolve to cooperation.

Joseph Liro, the chief economist at 
S. G. Warburg & Company, has the

Continued on Page D5

3.07 Percent at Year’s End
The discount rate on the three- 

month bill ended the year at 3.07 
percent, down from 3.84 percent a 
year ago but above its 2.58 percent 
low for the year in early October. The 
yield on the 10-year note, which fell as 
low as 6.21 percent on Oct. 5, ended 
the year at 6.68 percent, 2 basis 
points, or hundredths of a percentage 
point, below the 6.70 al the end of 1991. 
And the yield on the five-year Treas­
ury note, which saw a high of 7.13 
percent in March and a low of 5.16 
percent in October, ended the year at 
6.03 percent, 10 basis points above 
I991’s close of 5.93 percent.

The basic ingredients of the outlook 
for 1993 are these:

The economy will continue to grow, 
but only at a moderate pace. One 
reason is that companies like l.B.M. 
and General Motors will still be fac­
ing problems of slow sales and too 
much debt. Cutting costs will mean 
more layoffs. In addition, individuals 
will still be trying to pare their debt, 
which will curb spending. The reces­
sions in Europe and Japan will also 
curtail growth here as American ex­
porters sell less abroad.

Inflation, as measured by the Con­
sumer Price Index, will stay in the 2 
to 3 percent range. Unit labor costs 
are very low, and the Commodity 
Research Bureau index is not signal­
ling any bad news on prices.

The Federal Reserve Board will 
not cut short-term interest rates any

------------------------------------------------— ■ bond interest rate falling under 7
By JONATHAN FUERBRINGER ■ percent, into territory it has not seen 
--------- --------------------------------------------; in decades. The bond ended 1992 at

' >
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View Fostered by Clinton
But now there seems to be an ac­

cepted wisdom that says that if the
economy shows it is growing well --------------- -- ----  - - ___
enough on its own, the new Adminis-. was also little change elsewheie 
tration will apply much less fiscal along the line of Treasury maturities, 
stTmulus. It is a view that Mr. Clinton except for the two-year note, 
and his aides have fostered. But the ’
fact that bond market players — who
are supposed to be the anti-inflation
and deficit vigilantes — are accepting
it is a noticeable turn of events on
Wall Street.

“This is a very pragmatic Adminis-
tration driven more by information
input than doctrine and dogma,” said
Mr. Sinai, summing up the view of
many when he explained his confi­
dence. “It is an Administration that
can change its mind based on infor­
mation."

A big drop in the yield on the 30- 
vear bond would be quite a change
from last year.

While there were sharp ups and
downs during 1992 - from the high of

■ ■ w
k Dec. 31-AA.
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02/23/93DATE:

NOTE FOR:

OXInformation

□Action
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Thank you.

cc:
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THE WHITE HOUSE
WASHINGTON

GEORGE STEPHANOPOULOS
ALEXIS HERMAN
RAHM EMANUEL

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)

i

The President has reviewed the attached, and it is forwarded to you 

for your
>:
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Jviews 
l^cldlAg ^r 'pollcy toward Nicaragua,

I
jF

the white house

WASHINGTON

February 23, 1993

»

property claims.

in this context, we are Jaking^a

We will be mindful of your

pt
i h

I

j

I

and the rule of law, civilian control over 
the military and police, an end to polit 
violence, and a resolution of outstanding

The Honorable Ileana Ros-Lehtinen
House of Representatives
Washington, D.C. 20515

thorough review of Jl.S.^ssistance to 

Nicaragua. T
^rtlc^:rly”ega’r51ng foreign assistance.

Sincerely,

Dear Congresswoman Ros-Lehtinen:

regarding ^1^%^ =Ic2°'

^^ror^h^S&nJ Sa5:/o°cUratic 

institutions and respect for human rights i 
Nicaragua, as well as for the resolution of 

American citizen property claims.

Our policy goals in Nicaragua include 
consolidation of democracy and promotion of 
self-sustaining economic recovery. In 
particular, we seek to promote human rights 
and the rule of law, civilian control oyer

Xice/ an end to political



COMMirrtES;

□FOREIGN AFFAIRS

GOVERNMENT OPERATIONS

iW
January 20, 1992 9301882
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Congress of tfje ®mteb States 

^ouge of Kepretfentatibeg

The President
The White House
Washington, D.C. 20500

x" iLtANA ROS-LEHTINEN
t ITH OISTWICT. FLORIDA

Sincerely

~Le h t i n e n 
Member of Congress

I believe that assistance from the U.S. taxpayers to 
Nicaragua should be conditioned on the implejnentation of true 
democratic reforms and respect for human rights, as well as 
protection of property rights in Nicaragua. I do not believe 
that, as of yet, there is truly significant progress being made 

in these areas.

Senator Jesse Helms and other have taken a stand opposing
104 million dollars of U.S. Assistance from being given to the 
government of Nicaragua. However, some 54 million dollars was 
subsequently dispersed. I am writino to once again add my own 
concern to continued U.S. assistance to Nicaragua unless certain 

conditions are met by the Nicaraguan government.

Dear Mr. President:

The Nicaraguan government should do more to stop the human 
rights violations and the growing lawlessness that exists in 
Nicaragua. There are growing and denouncing allegations of 
corruption of high government officials. For instance, it has 
been alleged that deposits of public funds were made into a 
Canadian bank account for Army Chief Humberto Ortega.

RLEASt RISRONO TO: , , 

n UT eiiiiiin frm—■
□ WAtMMTM. DC 2MI *-O« 

pO2|«»J»31 

district ornct

8787 8wi Laaoor Om*« 
(NW 11ra (TRam 

Sunt 240
Mi*w. H.M128
13031 262.1BOO

The Sandinistas have gained controlled of the courts, armed 
forces, police and now of the legislature. Thus, the remaining 
funds should be held until the Chamorro Administration takes 
action against human rights violators, resolves property claims 
and produces real democratic reforms.
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John Podesta
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The attached has also been 
sent to Tony Lake and
Leon Panetta.

The attached has been forwarded 
to the President

HAS SEEN
WASHINGTON

THE WHITE HOUSE

WASHINGTON

I
i

MR. 'pR^IDENT:

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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I 
I 
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THE WHITE HOUSE

WASHINGTON

Monday, February 22, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: Howard Paster

SUBJECT: Senator Robert C. Byrd

THE PRESIDENT HAS SEEN

I call this to your attention since he wanted it shared with you, 
as well as to avoid any surprises when you next talk with him.

The Senator called subsequent to last week's leadership meeting 
and your speech to the Joint Session to express the view that 
foreign aid is an area that can take further spending cuts. He 
feels it is tough to ask citizens in the U.S. to take percentage 
cuts higher than those taken in foreign programs, and 
specifically cited the assumption by Israel and Egypt that their 
money was protected.



2/23/93DATE:

Alexis HermanNOTE FOR:

0Information

□Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 
for your

S’
*
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I THE WHITE HOUSE

WASHINGTON

Dear Mr. President:

Sincerely,

/*

II

I

4
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»

I

The Honorable
Jean Bertrand Aristide
President of the Republic of Haiti

«
r •

I was greatly saddened to learn of the heavy 
loss of life when the ferry Neptune sank en 
route to Port au Prince. On this sad 
occasion, Hillary and I would like to extend, 
on behalf of the American people, our deepest 
condolences to you and your nation. All the 
families who lost loved ones in this terrible 
tragedy have our deepest sympathies.

4
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THE WHITE HOUSE

WASH IN GTON

February 22^31^^^
P9: 44

ACTION

MEMORANDUM FOR THE PRESIDENT

FROM: ANTHONY LAKE

SUBJECT: Haiti: Letter of Sympathy on Ferry Disaster

Purpose

Background

RECOMMENDATION

That you sign the letter at Tab A.

That you authorize public release of the letter.

Approve Disapprove 

cc: Vice President 
Chief of Staff

run capsized, 
recovery efforts.

Attachments
Tab A Letter to President Aristide
Tab B Incoming Draft from State

To convey sympathy to President Aristide for the heavy loss of 
life as a result of a maritime disaster February 17.

There are reports from Haiti that approximately 800 passengers 
and crew drowned early February 17 when a ferry making a domestic 
run capsized. U.S. Coast Guard vessels are assisting in rescue

Though this disaster has no direct connection 
to the migrant problem or other policy issues, it will focus new 
public attention on Haiti and the suffering of the Haitian 
people.

The State Department has recommended that you send Haitian 
President Aristide a letter of sympathy, both as a humanitarian 
gesture and a reiteration of the Administration's broader 
interest in Haiti. I support that recommendation. A proposed 
letter is attached at Tab A.



m 3 t u.

•v

ro
.u

I >



J

✓ •

Dear Mr. President:

? ”aS saddened to learn of the heavv
routSeOtfo1p1of:t^np^Je"Jn^tune sanIC en

i - extend,

Sincerely,

Haiti

*

the white house

WASHINGTON

people, our deepest
All the

ones in this terrible 
sympathies.

The Honorable
Jean Bertrand Aristide 
President of the Republic of

on behalf of the American i
faS??.rCeK yOU and your nation: 
families who lost loved
tragedy have our deepest
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STATE DEPARTMENT RECOMMENDED

DRAFT

I was greatly saddened to learn of the heavy loss of life

when the ferry Neptune sank en route to Port au Prince. On

behalf of the American people, our deepest condolences to you

and your nation. All the families who lost loved ones in this

terrible tragedy have our deepest sympathies.

Sincerely,

William J. Clinton

The Honorable
Jean Bertrand Aristide,

President of the Republic of Haiti.

Dear Mr. President:

this sad occasion, Hillary and I would like to extend, on
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I DATE:  

NOTE FOR:

Information

□Action

Thank you.

I cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your
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February 16, 1993

I

ent:Mr. Pre!

ihn Podesta

THE WHITE HOUSE 
WASHINGTON

Enclosed is the information you 
requested concerning distribution 
of tax changes.

THE PRESIDENT HAS SEEN
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February 15, 1993

PRESIDENTMEMORANDUM TO

FROM: Gene Sperling

SUBJECT: Distribution Tables

Distribution Tables:

' , Here is the back-up charts as
The first one just groups from 0-$30,000 and 
The second one breaks down the first

As you can see, those under $30,000 are basically held 
harmless. It is worth noting
billion -- ner-far.riv nlnca'd 
$30,00Q_tO $50,000. .

Note: I will get you the capital gains indexing figures first 
thing in the morning. There is one important fact I need to check 
about how much our raising the top marginal rates changes all the 

calculations.

that it would only take another $4J 
- to nold hdxiiileis$ those in the 
They currently pay $181 more a 

Tear, or" a’month or about $3.50 a week -- though this is
certainly not a trivial amount of money to many of the families 
in this category. Treasury is still finalizing these numbers.

You asked for specific facts about how much each income 
category pays both as a percentage of the overall revenue raised, 
and as a percentage of their income. As it turned out, these 
were needed for the chart we were considering, so you have 
probably seen much of the data.
you requested them.
$30,000-to-$50,000. 
$50,000, by categories of $10,000.



PRELIMINARY

Administration’s Revenue Proposals (1)
(Offsets: E1TC expansion & Increases In LIHEAP & Food Stamps) 

_ fiAAiai RenQiltSI

I

49.2

100.058.45271.0110.7Total (3)

iS-Feb-aa

tax liabilities due to the Administration’s revenue proposals.

<*>
based income concept FEI is constructed by adding to AG1

XT-re:Xs".^e Lnomic incomes of aU members of a family unit are added to arrive at

(3) Families with negative

0.7
2.9

Average
Tex <

Per Family
(3)

0.7
0.7

0.0
0.6

Department of the Treasury
Office of Tax Analysis

Number 

of Famines ‘ 
(millions)

Total Tax Change
Percent

Distribution
(%)

22.4
17.4

9.9
8.8
2.4

5

181
403 
564
868

14.140
7.7

33.7

0-30
30 - 50
50 - 75 
75 - 100

100 - 200 
200 & over

Family Economic 
Income Class (2)

(000)

(Inoludaa Taxation of Social Security Benefits] 
(1994 Income Levels)

^SilSecurityandAFDC; employer-proved fringe benefits; inside build-up on pensions IRAS,

„,h„ adjustment for accelerated depreciation or noncorporate buamwaca. FEI - shown on.. torn y 

than a tax-return basis. The economic incomes of aU members of a family umt are added to arrive 

the family’s economic income used in the distributions.

incomes are included in tbe total line but not shown separately.

| 
| Tax Change 

us a Percent 
of Income

(%)i

0.2
4.1
7.0
5.6

0.4
7.0

12.0
9.6

13.1
57.7

'■■•S’ >__ _
Change |

Amount
(SB)
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PRELIMINARY

Tax Change

0,1

Total (3) 110.7 1.0 527 58.4 100.0

15 —Feb —93

(3) Families wttn negative incomes are included in the total line but not shown separately.

-0.2
o.O

Department of the Treasury
Office of Tax Analysis

-0.3
O.l

0.6
7.0

12.0
9.6

13.1
57.7

(1) This tabic distributes the estimated change In tax liabilities flue to the Administration's revenue proposals. 

Taxation of Social Security beneflts and increases in the ETTC, LIHEAP, and Food Stamps are included.

0.5
0.7
0.7
0.7
2.9

(2) Family Economic Income (FEI) is a broad-based income concept. FET is constructed by adding to AGI 

unreported and underreported income; IRA and Keogh deductions; nontaxable transfer payments such 

as Social Security and AFDC; emptoyer-provided fringe benefits; inside build-up on pensions, IRAs, 

Keoghs, and life insurance; tax-exempt interest; and imputed rent on owner-occupied housing. 

Capital gains are computed on an accrual basis, adjusted for inflation io the extant reliable data allow. 

Inflationary losses of lenders are subtracted and gains of borrowers arcaded. There is aho an 

adjustment for accelerated depreciation of noncorporate businesses. FEI is shown on a family rather 

than a tax-return basis. The economic incomes of all members of a family unit are added to arrive at 

the family's economic income used in the distributions.

0-10
10 - 20 
20 - 30 
30 - 50
50 - 75 
75-100

1 00 - 200 
200 & over

(io)
2

21
161
403
564
368

14.140

Family Economic 
Income Class (2)

(000)

14.0
18.4
15.0
22.4
17.4
9.9
8.8
£4

Amount
(SB)

Total Tax Change
Percent

Distribution

W
I

-0.2
0.0

0.3
4.1
7.0
5.6
7.7

33.7

of Families i of income 
__(millions) j (%)

Average
Number as a Percent Tax Change

Per Family
($)

Administration’s Revenue Proposals (1)
(Offsets: EITC expansion & increases in LIHEAP & Food Stamps) 

[Includes Taxation of Social Security Benefits] 
(1894 income Levels)
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THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your

!
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THE WHITE HOUSE

WASHINGTON

February 15, 1993

W'FROM:

SUBJECT:

Attachment

Howard Pastercc:

Senator Moynihan's Position on Moving to 1997 the 
Date for Beginning to Increase the Retirement Age 
under Social Security

Howard Paster suggested I send you this exchange of notes 
between Senator Pat Moynihan and me, in preparation for your 
meeting with him. Moving up the increase in the retirement age 
for Social Seciruty is not currently in the economic plan, and 
Howard’s judgment is that we should not force the issue with 
Senator Moynihan at this time.

I would note, as a matter of interest, that Senator Moynihan 
specifically told me he would be willing to try to get this 
through the Committee if you wanted, despite his policy 
objection. This note could be interpreted as reflecting a bit of 
back-tracking on the Senator's part.

THE PRESIDENT HAS SEEN

2/=

MEMORANDUM FOR THE ^RE^IDENT

ROBERT E. RUBIN
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THE WHITE HOUSE

WASHINGTON

February 15, 1993

Dear Pat:

Sincerely,

P.S.

Robert E. Rubin
Assistant to the President 

for Economic Policy

I have passed this on to the relevant people, as we consider 
this still unresolved issue.

On another note, I do have a call in to Steve Ricard. 
I have discussed this with both the President and the 
First Lady, and we are in the process of setting up a 
meeting very shortly.

Thank you for your note with regard to the retirement age 
under Social Security. I suspect your suggested alternative. 
Treasury bond maturity deferral, might raise a few eyebrows.
This rather nicely makes your point as to Social Security, though 
I think one could argue the analogy both ways.

The Honorable D. Patrick Moynihan
United States Senate
Washington, D.C. 20510



February 5, 1993

MEMORANDUM FOR ROBERT RUBIN

I have been busy with the actuaries concerning the matter the

I assume the ProgressivePresident asked you to bring up with me.

Another $8.1 billion in his second.

I cannot know this, but would state with some confidence that

1.7 million people retire each year; theit will raise holy hell.

For many, perhaps most of these folk,

Then, of a sudden, the President says I am

breaking the deal.

I am making it X minus.

come

at age 62.)

But these are quasi-fiduciaryI hate to sound so negative.

If we want to raise real bucks, why not announce

the extra waiting period?

LAWRENCE 0 DONNELL. JR.. STAFF DIRECTOR 
EDMUND J MIHALSKI. MINORITY CHIEF OF STAFF

per year beginning with those who reach age 62 in 1994.

produce $800 million in savings during the President's first term.

(All of the savings in the first term will

from lowering the 80 percent rate at which persons now retire

undertakings.

that the maturity date of 30-year Treasury Bonds will be put off 

two months a year starting in 1994 with no interest to be paid for 

Policy Institute proposal to raise the retirement age by 2 months

This would

* DANIEL PATRICK MOYNIHAN NEW YORK. CHAIRMAN

MAX BAUCUS. MONTANA
DAVID L BOREN. OKLAHOMA 
BILL BRADLEY. NEW JERSEY 
GEORGE J MITCHELL. MAINE 
DAVID PRYOR ARKANSAS
DONALD W RIEGLE. JR MICHIGAN
JOHN D ROCKEFELLER IV WEST VIRGINIA 
TOM DASCHLE. SOUTH DAKOTA
JOHN BREAUX. LOUISIANA 
KENT CONRAD NORTH DAKOTA

808 PACKWOOD OREGON 
BOB DOLE. KANSAS 
WILLIAM V ROTH JR . DELAWARE 
JOHN C DANFORTH. MISSOURI 
JOHN H CHAFEE. RHODE ISLAND 
DAVE DURENBERGER. MINNESOTA 
CHARLES E GRASSLEY. IOWA 
ORRIN G HATCH. UTAH 
MALCOLM WALLOP. WYOMING

pleasant anticipation.

You had planned on X amount of money per month.

lanitcd Bratts Senate
COMMITTEE ON FINANCE

Washington. DC 20510-6200

majority at age 62.

retirement involves lots of planning and no small amount of
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Thank you.

cc:

I

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your.
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MR. ^RESIDENT:

John Podesta

i

Mack asked that the attached 
letter from Senator Jim
Sasser be forwarded to you.

THE W THE PREStOENT HAS SEEN
WASHINGTON y'-,

February 19, 1993



I

%

February 15, 1993

incerely,

COMMITTEES

APPROPRIATIONS

BANKING. HOUSING. 
AND URBAN AFFAIRS 

BUDGET—CHAIRMAN

GOVERNMENTAL AFFAIRS

JIM SASSER 
TENNESSEE

The President
The White House
Washington, D. C. 20500

United States Senate
WASHINGTON, DC 20510-4201

4.m Sasser
tnited States Senator

Dear Mr. President:

i I want to strongly recommend that my Chief of Staff, Craven 
il Crowell, be appointed to the upcoming nine-year term as a 
' Director at the Tennessee Valley Authority. Of all the 
.\ candidates mentioned so far, Craven is by far the most 
qualified, having worked as an executive at TVA for nine 

J years.

I also believe Craven would do an excellent job of promoting 
the Clinton Administration agenda, particularly those goals 
involving the environment and conservation. He believes in 
team work and would seek opportunities to form partnerships 
with other government agencies for the common good.

Your consideration of this request would be greatly ap­

preciated .
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Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your.
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WASHINGTON
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INFORMATION

lEsjlDENTMEMORANDUM FOR THE PRE

Steve RicchettiFROM:

Senator Mitchell phone callSUBJECT:

I. SUMMARY

DISCUSSIONII.

Senator Mitchell called today to alert you to a provision in 
the economic program regarding home heating oil.

Senator Mitchell expressed a desire to revisit this issue in 
the budget process, to try to achieve some level of 
accommodation for New Englanders who would be 
disproportionately affected by the tax on home heating oil. 
He wanted to bring this provision to your attention so that 
in our characterization of the plan in the region we did not 
unintentionally suggest that an offset is being provided.

Senator Mitchell called today to express his concern that 
the Administration's economic proposal does not contain a 
provision for an offset to the increased cost of home 
heating oil to New England consumers. He said that in his 
conversations with you^ he believed it was your mutual 
understanding that an offset to the Energy tax for New 
England users would be provided. (Our economic plan only 
recommends that the implementation of the tax be postponed 
for one year).

February 19,
& /\
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Thank you.

I cc:

The President has reviewed the attached, and it is forwarded to you 
for your.

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)

■s /
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THE WHITE HOUSE

WASHI NGTON

February 12, 1993

'RESIDENTMEMORANDUM FOR TH:

JOHN PODESTAFROM:

LETTER FROM JOHN KERRYSUBJECT:

c

Mack McLarty Xcc:

I also think this letter can be appropriatifely shared with 
Georqe/WaIdman. (C*

Attached is a letter from Senator John Kerry concerning campaign 
finance reform. He was very concerned that you see this 
personally. I have discussed with Howard in general terms and we 
both think that a phone call to Kerry would be appropriate. If 
you agree, you can handle directly or we can provide talking 
points. T-

THE PRESIDENT HAS SEEN
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Personal

February 10, 1993

By Messenger

Dear Mr. President:

! 9

■ 1 ~

outcome of that consultative process, which 
nearly as good as it should be.

To be blunt, I do not agree with those 
advising you to be cautious, to go slow and

The President
The White House
Washington, D.C. 20500

United States Senate
WASHINGTON, DC 20510

I write today, however, not about the process of 
consultation, which I think has been good; but about the possible 

I fear will not be

JOHN KERRY
MASSACHUSETTS

I do not, for a minute, question the sincerity of those who 
are advocating a "go-slow" approach. The political concerns that 
they raise have legitimacy. But I believe they are seriously 
underestimating the catalyzing impact that a strong position from 
the President on this issue would have. I do not believe that 
politicians in either party will find themselves in a winning 
position arguing for a less reformist, more business-as-usual 

in Congress who are 
to settle for half­

measures on this issue. I believe, to the contrary, that the time 
Jus right for dramatic change nnd, nnly dramatic change will
HArve the interests of _nur party , your Presidency and oui 
political system. '

I very much appreciated the opportunity to participate in 
the meeting on campaign finance reform that you had with 
Congressional leaders at the White House last week. Your desire 
to secure early enactment of reform legislation was evident to 
all of us, and your willingness to consult was much appreciated.
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pass the Senate._I believe Senate passage would dramatically 
thp pmcpartc f-rtr House action^ although I recognize

xat i H

Yes, it is true that some, including Democrats, will oppose 
a reform package that generally replaces PAC and large donor 
contributions with public funds and contributions from small 
donors, that ends bundling and that forces accountability on soft 
money. But as Robert Kennedy once said, "if there's no one in 
your way, it's because you're not going anywhere." I am convinced 
that you would be able to convince the vast majority of the 
American people, and a simple majority of the Congress that you 
are right and your opponents wrong—and I believe you would find 
a substantial number of allies in that effort.

position than the President; and I suggest that an uncomfortable 
Congress is more likely to do the right thing on this issue than 
a Congress that has managed once again to avoid the hard, real 
choices.

I believe a strong reform bill, supported by energetic
lobbying from the White House and public interest groups, can 

I have heard that some Members of Congress have told your 
legislative office that if they are pressed too hard on campaign 
finance reform, they will be less likely to support you on your 
economic package. My advice, respectfully, is to challenge this 
assertion. If members believe they can change the President's 
position7 by complaining that it asks too much of them on one 
issue, they are more likely to dig in their heels in hopes of 
achieving similar movement on later issues. Moreover, the people 
who will tell you now that comprehensive campaign finance reform 
is inadvisable will be the same people who are most tied to the 
interests who will seek to prevent you from achieving major 
changes in our approach to the economy.

action^ although I recognize that 
the House presents a more difficult challenge and may have to go 
a different route. Notwithstanding, it is far better to becj-n 

-j-i-nng- Anri nJ^ATcnt position in favor nf—gpnnine reform, 
rather than start by compromising and continue by compromising 
more.

There is one additional argument I would make for your 
consideration. During your campaign, you warned that millions of 
Americans had come to feel excluded from the political process. I 
believe that the current system of financing Congressional 
campaigns has a lot to do with that feeling of exclusion and with 
the resultant lack of diversity within Congress, itself. A shift_ 
to-puhlif! financing And spending—limits—ynnld finable tho~se. 

without great personal wealth, or access to the wealth of others, 
to run for office more frequently — and with greater success. 
Thus, the enactment of campaign finance reform at the
Congressional level would supplement the process of reforming and 
"reinventing government" that you have initiated at the executive 
level.
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Sine; iy.

Jphn Kerry

I want to thank you in advance for your consideration of my 
views and I look forward to working with you and supporting you 
on this and I hope many other issues of importance in the months 
ahead. 

So, in summary, I urge you to stand firm and to propose 
legislation that would: 1) replace all private donations with 
public funding in the general elections (with the possibility of 
a small-donor exception); 2) include strict "anti-bundling" 
provisions with no loopholes; 3) reduce PAC contributions to a 
maximum of $1,000 per candidate per election, limited to 20 
(percent of the total raised by a candidate; and 4) find a 
mechanism for controlling the flow and ensuring the
accountability of soft money. I believe that this approach is the 
right approach, the smart approach and—with your leadership—the 
^approach that has the greatest promise of success.



I

♦

TO:

FROM:

FEBRUARY 11, 1993DATE:

Thank you.

NANCY HERNREICH
Secretary to President Bill Clinton

TRICIA FERRONE
Secretary to Senator John Kerry

United States Senate
WASHINGTON, DC 20510

JOHN KERRY
MASSACHUSETTS

Senator Kerry would appreciate the enclosed letter being 
brought to President Clinton's attention. Would someone from 
your office please call this office (224-0214) to confirm receipt 

of this letter.
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Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)

The President has reviewed the attached, and it is forwarded to you 

for your



}

has seen

rY 19, 1993

MR
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MEMORANDUM
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The President and First LadyTO:
Uflghi

Marian ght EdelmanFROM:

February 18, 1993DATE:

hearings and support to build, and in no way limits your later 
options about when and how to bring the bill to the floor.

id

Yea on Janet Reno. She looks strong.

Tell Chelsea

Please don't waste time responding to any notes I send.

MWE:bag

You and Hillary are in my prayers every day. 
she's making a great impression at school.

Indeed, our desired strategy is to fold a comprehensive 
immunization package into an overall budget reconciliation or 
earlier revenue package so that it is not subject to undesirable 
amendments. Not to introduce a separate bill right away leaves a 
huge vacuum that will let countless people do their own version 
and undermine your friends who want a strong bill.

Your immunization speech was terrific. Hope we can keep the 
momentum going and give your supporters inside and outside of 
Congress an immediate universal bill to rally around. A lot of 
people, including freshmen in Congress, are eager to be 
identified with the immunization issue and to give you a clear 
victory. If you send the signal, Kennedy and Waxman will follow 
your lead. Introducing a separate bill immediately keeps 
pressure on the drug companies as you negotiate with them, allows

I have never been as proud of a President in my lifetime as 
I was of you last night. You were wonderful! (My favorite 
moment was your 'don't mess with me' response to Republican 
laughter.) Thank you for speaking the truth to all of us about 
the problems we face and for the balanced solutions you propose. 
We are ready to work really hard and to rally others to work hard 
to see that your policies succeed. We thank you for your 
investments in Head Start, WIC, and childhood vaccinations.

UftC,
■MoAP
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FROM: JOHN D. PODESTA
Assistant to the President and

Staff Secretary
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6fThe Food & Piter Lctter

GRAPEVINE: A YO-YO FOR USDA RUMORS

and consumer functions with those wncemlQg marketing and inspection programs under one assistant 
secretary. The word came Tuesday in a meeting with Secretary Mike Eapy at which they registered* 

* concern over the proposed organization chart (F&FL 2/15 P2) that would have combined the duties of 

two assistant secretaries under one, the choice for which is said tn he Rlen Hau of Public Voice for 

,PoI*c’'' 3™*’ lndu!,r>’ fbcuwd it, objection to the llze of the worUoad, privately they 
object to Haas being in charge of meat and poultry inspection. One reliable informant said the decision 
to scrap the idea was made following an objection registered by Arkansas poultry executive Don Tyson.

Mito Eapy hu not been secretary of agriculture for a month but a rumor has him setting his sights 
on being governor of Mississippi. Th© rumor hu it that Espy plans to funnel rural development 
foods there for a 1995 race when Republican Gov. Kirk Fordice’s term expires. It recalls 1977 

rumors that th«-$ewetary Bub Borgland would resign to run for the U.S. Senate in Minnesota.

ttoyd J. Gaibier resigned effective last week as executive director of the National Cheese Institute and 
VP of the International Dairy Foods Association to ‘pursue other interests." Gaibler has been at NCI 

since 1988 after serving as executive assistant to former Secretary of Agriculture Richard E. Lyng. In a 

statement, Gaibler said ‘the time is now right for me to move on to other challenging pursuits,”

Newest of the contingent of new members of the House Agriculture Committee are Reps. Pat Williams 
D-Mont., and Blanche Lambert, D-Ark., appointed to seats vacated by Mike Espy and Leon Panetta 

when they joined the Cabinet. Republicans have one seat to fill. The Senate Agriculture Committee 

cut subcommittees from seven to six by merging the previous conservation and forestry subcommittee 

mto a new Subcorfomuee on Agricultural Research, Conservation, Forestry and General Legislation 
chaired by Sen. Tom Daschle, D-N.D.; the ranking Republican member is Sen. Larry Craig, R-ldaho.

Herbert L. Forest, the legendary director of the Dairy Division of USDA’s Agricultural Marketina 
Service jmd io predecessor agencies since 1953, died Feb. 12 in Washington of a heart attack. He 

was 82. Forest, a University of Muiachusetts economics graduate, joined USDA in the Boston milk 
market order administrator’s office in 1934. He retired in 1982, but not after training nearly 

everyone who has been involved in the milk marketing order business in the last few generations.

^WX°?£Vb<:tofe ufr,ws’ <brin®f Secretary of Agriculture Edwani Madigan awarded some 
$900,000 in bonuses to about 120 career USDA employees, part of the Senior Executive Service 

cooipeiumiiun system in effect since 1979. Personnel Director Larry Slagle says the awards came "in the 

normal course of events." President Clinton ordered an investigation of a report that outgoing secretaries 

raa<IC 1“t‘minute bonuses to s.€nior P°ntical appointees . . . Association officers: 

Jot Lundberg, Cheyenne. Wyo., president of National Association of Wheat Growers . . . Robert W.
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THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA
Assistant to the President 
and Staff Secretary 
(x2702)
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The President has reviewed the attached, and it is forwarded to you 
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ChildSubsidies
rr^sfamilies. Gal-

ByLYNNSMOH 
times staff writer

lunging into the thorny thicket of 
family values, advisers to President
Clinton have proposed that he wage

an intense campaign against out-of-wed- 
lock births, make divorce more difficult, 
mandate drug treatment for pregnant ad­
dicts and try to make parents and the 
media more responsible toward children.

The proposals can be found in a hand­
book, “Mandate for Change,” published 
recently by Berkley Press and endorsed by 
Clinton. It was prepared by the Progressive 
Policy Institute, the think tank of the 
Democratic Leadership Council, which 
Clinton once headed and whose president, 
Al From, leads Clinton’s transition team on 
domestic policy.

The authors of the book’s family policy 
section also propose lax subsidies for mid­
dle-class and working-poor parents, feder­
al assistance for child support, quick pas­
sage of the Family and Medical Leave Act 
and government leadership in making 
workplaces more “family friendly.” In 
addition, they emphasize family preserva- 
tion over foster care.

ents 
rate 
pies, 
explore an 
emption f

TT7ill any of these proposals come close 
“v to materializing’ Observers say it 

depends on the priorities Clinton chooses 
within heavy budget constraints and how 
he deals with opposition from the right and 
the liberal wing of the Democratic Party.

The authors of the section on family 
policy are William A. Galston, a public 
affairs professor at the University of Mary­
land who is also Clinton’s adviser on plans 
to link national service with student loans, 
and Elaine Ciulla Kamarck, a senior fellow 
at the Washington-based Public Policy 
Institute.

Galston said he and Kamarck aimed to 
carve a path somewhere between tradi­
tional liberal and conservative notions of 
what is best for families.

“Traditional liberals have focused on 
economic problems to the exclusion of 
culture and family structure, and conser­
vatives have done just the reverse. It’s not 
a useful debate to conUnue,” Galston said.

Some of the proposals ring a moralistic 
bell, not unlike former Vice President Dan 
Quayle’s attacks last year on single 
mothers and the media. But Galston said 

what Americans really want is to improve 
family life, not to condemn other lifestyles.

"Americans are very worried about the 
state of the American family and of 
children,” said Galston.

"Americans are very worried about the 
cultural sea on which families are floating. 
They see the media, particularly TV. as an 
almost uncontrollable force that diminishes 
their own efforts to bring up children and 
impart to them the common-sense values 
they would like them to cherish.”

"deep schizophrenia”

tr™ hwral Demoenus and to earned 

out behind tb. „ v ALUK, B11

Family Values?
■ Policy: Two advisers have 
drafted wide-ranging proposals 
aimed at protecting children and 
giving parents more assistance. 
Now it’s up to the President to 

establish his priorities.

Divorce
Galston and 

child support system -

federalized

meni
take into

ior 'families caring for 

-------70 in their homes.

up more proposal builds on a

11 PcTed critics ^ay3 the tax cuts 

.^T^Xr directed to the

Xr^^e7/ea of federahzed child 

^jf s basically a new government subsidy 

for single parents. That would be ctaas- 
trous,” said Robert Rector, family issues 
analyst for the conservative He"tage 
Foundation, which published its °WIlrn^’ 
festoes on public policies for the Reagan 

and Bush administrations.
Rather than forging a centrist path, me 

Galston/Kamarck proposals represent a 
C11„” within the Clinton 
Rector said. He said he

Ind to be earned
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Technology for America's Economic Growth, 
A New Direction to Build Economic Strength

President William J. Clinton 
Vice President Albert Gore, Jr. I
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WASHINGTON
By now it is clear the Achilles' heel 

of President Clinton's economic plan 
is its reliance on tax increases rather 
than spending cuts to reduce the deficit. 
While selling the plan last week, Mr. 
Clinton continued to insist it contains 
one dollar in spending cuts for every 
dollar’s tax rise. But only the most 
generous sort of accounting—combined 
with an immodest puff of blue smoke- 
enables him to make such a claim.

Among the least questionable items 
counted as "spending cute’’ in the plan are 
S21 billion raised over the next four years by 
taxing Social Security benefits. Sil billion 
saved by shifting from long-term to short­
term debt, $24 billion in reduced debt-service 
costs, at least $6 billion in new "user fees,” 
and more than $80 billion in spending 
cute over four years that were required - if 
not actually specified - under the 1990 
budget agreement. Take those away, and 
the net spending cuts virtually disappear. 

Even if you allow Mr. Clinton's loose 
definitions, tax increases account for 
roughly 85% of the deficit reduction in 1994. 
and more than 60% In 1995. It’s not until 1997 
that one can begin to argue, using the 
administration’s calculus, that spending 

cuts are as large as tax increases. 
But anyone who was half -awake dur­

ing Mr. Clinton's campaign shouldn't be ; 
surprised. What made candidate CUn- i 
ton different from his Democratic pre­
decessors wasn’t a commitment to re­
ducing the scope of government, but a 
commitment to changing the scope of 
government. His contribution to the 
Democratic debate was the notion that a 
healthy, high-wage economy “is the 
most important family policy, urban 
policy, labor policy, minority policy and 
foreign policy America can have.”
To serve that end. Mr. Clinton pledged to 

increase government "investmenf’-spend- 

ing that would improve the long-term pro­
ductivity and earning power of the American 
work force; and to decrease government 
"consumption" - spending that merely pro­
vides relief today but does little to build for 
tomorrow. In assessing whether the plan 
unveiled last week is true to that promise, 
the overall balance between taxes and 
spending is less important than changes 

made among spending programs. „ <
Economic terms such as “investment, 

of course, can quickly lose definition when I 
applied to government spending; every con . 
stituency lobbies overtime to make sure 
their spending is included in the favored 
category. Anyone who doubts that need only 
look at how the new administration defined 
"stimulus” in compiling its $16 billion eco­
nomic stimulus package. There, tucked 
away with spending on highways and mass 
transit, are big boosts in programs such as 
food assistance to the poor. AIDS research, 
Head Start and college grants. All are 
worthy programs, but they will do little to 

jump start the economy. THE WALL STREET JOURNAL.

Clinton Falls Short
On Spending Revamp ;

Still, a close look at the economic 
plan shows the new administration has 
ladled a lot of new money Into programs 
that can be termed investment. Vice 
President Gore and Labor Secretary 
Robert Reich, who both attended most 
of the long sessions in which the plan 
was assembled, argued tirelessly for 
more spending on technology, and for 
education, training and apprenticeship 
programs. The administration also put 
a high priority on programs for chil­
dren. which may in the end be the most 
important long term Investment - as­
suring that the next generation is pre­
pared for the economic challenges it will 

undoubtedly meet.
The Clinton administration was (ar more: 

timid, however, when it came to cutting; 
government spending on consumption. The 
federal government sends out hundreds of 
billions of dollars of checks each year to. 
senior citizens, veterans, military retirees,; 
fanners and others. There are no semantic 
gymnastics that allow such programs to be 
characterized as “investment." Yet those 
are the programs that have grown like; 
wildfire in recent decades, dwarfing govern-; 
ment spending on children, education, tech­
nology and, lately, even on defense.

The Clinton budget ax barely grazed the 
surface of those benefit programs. The new 
president did decide to tax the Social Secu­
rity benefits of hlgh-income Americans; and 
he has made some small adjustments in 
farmers and veterans benefits. His cuts in 
the Medicare program for the elderly, on the 
other hand, fall almost entirely on health­
care providers, not health-care consumers. 
For the most part, the huge government 
consumption budget has been left Intact.

Budget director Leon Panetta and 
his deputy, Alice Rlvlln, made an at­
tempt to take more out of those benefit 
programs by proposing a one-time 
freeze in cost-of-living increases, made 
to counter the effects of inflation. To 
protect the poor, they proposed giving 
full cost-of-living benefit Increases to 
those at or below the poverty level; 
others would have gotten a benefit 
increase limited to the dollar amount 
given those at the poverty level.

But even that modest plan was rejected. 
Those on the president's economic team who 
championed investment spending lost their 
stomachs when it came to cutting consump­
tion spending. "Leon and Alice.” said one 
budget official, “ended up with tread marks 

all over the faces.”
While it is still far from the radical 

realignment of spending priorities that can-! 
didate Clinton promised, the result is a 
plan that reduces the deficit largely through 
tax increases. It also begins to tilt govern­
ment spending in a direction that will 
do more to help long-run economic growth, t 

-Alan Murray
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A Dynamic
Due to Spark

the Cities
I

By William Fulton
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to use the Administration’s efforts

Cos Anjjeles(Simes

l he Clinton Administration is 
trying to look as if it is doing 
something about America’s in­

ner cities. Last month. Bill Clinton 
met with several Cabinet members at 
Camp David to craft an integrated 
urban agenda. Exhibit No. 1, says 
Henry Cisneros, the new secretary <rf 
housing and urban development, is 
South-Central Los Angeles. He hopes 

Wiffiom Fidtm is the editor of Cali­
fornia Planning k Deveiopment Report 
and author of “Guide to CaHfomia 
Planning." „

there as a model
It remains to be seen whether a 

moderate President hoping to appeal 
to a suburban constituency will pay 
senous attention to urban issues. But 
the potential for coordinated federal 
action is especially propitious—be­
cause while Cisneros, the former 
mayor of San Antonio, warms the 
HUD chair, his old friend Federico 
Pefla, the former mayor of Denver, is 
settling in at transportation.

Cisneros and Pefla were key figures 
in the Reagan-era movement toward 
more economic self-reliance among 
struggling large cities. They rejected 
the Great Society solution of grovel­
ing in Washington for more federal 
aid. though they <fid nek large grants 
for specific economic development 
projects. Instead, they tried to help 
their cities "grow their own” econom­
ic prosperity.

"Today, the two share an opportuni- 
1 ty to redirect federal urban policy, 

for the first time, toward the root 
causes of inner-city decay. To achieve 
this, they must develop a “metropoli­
tan policy,", one that recognizes 
Washington’s profound influence in 
shaping metropolitan growth patterns 
and fueling suburban sprawl.

Federal transportation and mort­
gage policies, for example, are often 
blamed for “white flight” in the 
postwar era. And though Washington 
plays a less important role today, 
federal money—especially transpor- 
tttion funds—still goes a long way 
toward determining the shape and 
pattern of metropolitan areas. These - 
patterns, in turn, help shape private 
investment decision*.

W ey can jun^«the^>^y 

in the short term is questionable. But 
there’s no question the money is the 
single most important federal pres­
ence in metropolitan planning The 
transportation projects financed— 
highways, transit systems, etc.—will 
determine where future business in­
vestment will occur. Put those proj­
ects in the suburbs, and you’ll likely 
fuel < further decentralization of jobs. 
Put those projects in older communi­
ties, and you might induce a few of 
those jobs to stay put. Most federal 
“urban policy” ideas are a drop in the 
bucket compared with the power of 
federal transportation funds to shape 
and steer investment decisions.

Yet, there are three potential obsta­
cles to a sound urban policy. First, it 
might be difficult to persuade Clinton 
that infrastructure money should 
serve a social agenda, rather than 
being plowed into the economy as 
quickly as possible. Second, since the 
President downplayed urban prob­
lems in his campaign to woo suburban 
voters, he may not be politically 
motivated to take on inner-aty decay. 
Finally, though both are Latino, Cis­
neros and Pefla are essentially cross­
over politicians who have constituen­
cies in both the suburbs and the cities.

For decades, suburbs have grown 
and cities have decayed and adminis­
trations have ignored the problem. 
But Cisneros and Pefla should use 
their access to the President to re­
verse these longstanding trends.

No urban leader understands these 
influences better than Cisneros. He is 
a believer in the leading theory 
among city-governance dweebs in the 
1980s: Central cities are not merely 
social-service agencies or trash col­
lectors; they also are engines of a 
region’s economy and prosperity. As 
such, central-city govemmenu can 
be used to stimulate certain kinds of 
economic growth. Reflecting this 
view, Cisneros’ urban strategy will 
probably employ a range of federal 
incentives to encourage prosperity in 
inner cities.

But true political clout requires 
money and, thanks to Reagan-era 
budget cuts, Cisneros doesn’t have 
much at HUD. So here is where Pefla 
becomes important

At transportation. Pefla will spend 
most of his time dealing with airlines, 
trucking, shilling and highway safe­
ty. But he’ll also be in charge of 
Washington’s biggest pot of infra­
structure gold—the 1150-billion sur­
face-transportation vault This fund is 
one of George Bush’s few domestic 
legacies, and it’s exactly the kind of 
program Clinton has advocated to get 
the economy moving again.
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disinflationary decades: Tulipmania, the 
South Sea Bubble, the Mississippi Scheme.
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property rights disturbance. These usually 
are associated witii wars. But the current 
depression was set in motion 20 years ago

• - —__ . . « ________  .ial

transfer that raised inflation and low­

ered real rates of growth.
As in previous credit cycles, the acute 

inflationary period lasted for most of a 
decade. This was a time when debtors 
made windfalls and returns to investments 
in real assets skyrocketed. Eventually, 
however, the market compensated. Nomi-

end.
Just as everyone has come to count on

can history, and the role of automatic 
stabilizers isuch as unemployment insur-

Notwithstandmg the 
most expansionary mone­
tary and fiscal policy in 
American history, eco­
nomic growth has been the 
weakest since the 1930s.

The downturn of the early 1990s has 
been a depression, but not yet one with a 
capital 'D." Only Britain among the ad­
vanced countries has experienced a fall in 
output as severe as that of the 1930s, and 
only in Scandinavia has unemployment 
reached the extreme levels seen in the 
deepest stage of the Great Depression. If 
this is depression, as I believe, the worst is 

still to come.
Programs to prevent debt liquidation, 

such as the Federal Deposit Insurance 
Corp., Fannie Mae, the Resolution Trust 
Corp., and a whole host of other subsidy 
programs, do not alter the basic contrac­
tionary forces in the system; they make 
them worse. They add to the total debt 
burden, and do so in ways that ex­
haust the good credit of the govern­
ment even before the contraction has 
reached its deepest stage. Far from being a 
policy to prevent or contain depression, 
this is a policy that guarantees absolute 

ruin if it is wrong.
History shows that once nominal 

growth slows in a heavily indebted econ­
omy, there can be no recovery until the 
excess debt is eliminated. Political efforts 
to expand debt do nothing to lift the burden 
of debt service, which is the cause of slow 
growth and faltering incomes in the first 

place.
Too many people have become compla­

cent about deflation. From Toledo to To­
kyo, few believe that the inevitable conse­
quences of deflation are inevitable. But 
watch out. Debt has grown too large to be 
sustained out of cash flow. As soon as the 
balance sheet is depleted, a deeper crisis of 
asset liquidation will catch the world by 

surprise. 

Mr. Davidson is co-author of "The Great 
Reckoning" (Simon Schuster) and a prin­
cipal of Strategic Advisors Corp.. Balti­

more.

Street Journal, believe that the economy rose and then peaked. There followed

tion" It'is no coincidence IhaUhe'world s progress of depression, economic growth

Real disposable income rose by only

douin aea Duuuie, uic ovhcuic, 1 -----------  - ---------------
Wall Street in the roaring’20s, the recent t0 e^d °^the 9uytertOf J^^Payroll

sion. Depressions don’t end just because Tokyo boom of the 1980s.
we have anelecTlHi ur a Clu IstinAs sliop- These investment booms were driven
bmg spree. They are periods of long-terrh by the logic of disinflation. Lower nominal 
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uidation of bad debts and the shrinkage of value of many types of assets. When

ing faster than both the rate of interest and little sign that sustainable recovery is

have reached the saturation point in all the

nomic history began with the end of World

the ninth great credit cycle since the 
middle of the 16th century. Each of these 
episodes has involved a similar pattern of 
economic shocks and adjustments, spread-

The crucial difference between the de-

that the first phase of the current depres- leading economies.
bvtheOPECshock a trilliondolfar wealth sion has been dragged out. Governments Real asset prices have been under 
transfer that raised inflation and low- are playing a much larger role in econo- sharp deflationary pressures. The fall in 

mies today. By borrowing against the property prices is most acute in countries
future, politicians have so far been able to that had the greatest access to world
prevent the collapse in incqme and the debt capital markets in the 1980s: Japan, Brit- 
liquidation associated with the second and ain, the U.S., and other English-speaking 
deeper stage of the Great Depression. industrialized countries. But banking sys- 

Notwithstanding the most expansion- terns are strained everywhere. Europe and 

ary monetary and fiscal policy in Ameri- Japan are rapidly weakening.

The Depression of the 1990s—It’s Already Here
Most observers, including The Wall nal interest rates and commodity prices

..... J
a decade of relatively benign disinfla- ance and banking bailouts) in delaying the
tion. It is no coincidence that the world s progress of depression, economic growth
great asset manias have occurred during has been the weakest since the 1930s.

1% from the supposed start of the recovery

employed is lower now than when the
recovery is supposed to have begun 23
months ago. Actual jobs, as opposed to
"seasonally adjusted" figures, fell again

in November and December. 
Looking across the globe, there is

at hand. Quite the contrary. Debt levels

has now emerged from recession. The 

consensus expects 3% real growth, declin­
ing unemployment and a sustained im­
provement in earnings. Don’t bet on it.

The past three years have not been a 
normal postwar recession, but a depres-

ui a CluisdAAs shop-

structural adjustment that require the liq- interest rates tend to raise the capital 
uidation of bad debts and the shrinkage of value of many types of assets. When
excess capacity. This process has only capital gains are temporarily compound-

begun. If I am correct, the current episode i 
of strength will soon peter out in a triple the rate at which the economy grows,
dip, followed by a deeper stage of depres- investors are encouraged to expand debt. 
sion. But the compounding of debt sets a trap

The key to recognizing the deflationary that ultimately brings the boom to an 

danger facing the economy is to move

CoiinterDOint the idea tf131 th® lofty asset valuations areF permanent, there is a crash in the assets

B v lames Dale Davidson market of the leading economy. This tends
7 J to happen nine to 10 years after the peak in

—----------- commodity prices, and 15 to 20 years
beyond the conventional view that eco- after the initial property rights shock
nomic history began with the end of World that set in motion the decade of inflation.

Warn. We.renowexjwriencinglheendor Lading er-rtes. This has put .be eredi.

in Japan, as well as those in the rest of the cycle into reverse, arresting the tendency
world, are the result of a major world for spending growth to be financed tljrough
depression which is still to reach its deep- debt growth. Because spending can no

^rd.c^eo^b.ganju.a  ̂ m„erence lhe de. &
pression of the 1990s and that of the 1930s is credit problems are growing in all the

Real asset prices have been under
sharp deflationary pressures. The fall in
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INS Criticized for Not Acting to

Stem Smuggling of Asians by Gangs

By John Pomfret V

1

evolved into a continuing

!

2k

^2in Los Angeles had recently 
stopped prosecuting smuggling of

- off Hawaii and both the

we re sitting on pots of money 
here."

The department's anti-smuggling 
branch, for example, which bears 
the brunt of the Asian cases, has 
been without a chief for the past 18 
months because of shortfalls in the 
agency’s budget, he said.

Field agents contend, however, 
that incompetence and the unwill­
ingness of the U.S. government to 
deport illegal Chinese immigrants 
because of concerns about human 
rights were more important factors 
than funding.

While the number of illegal Asian 
immigrants pales in comparison to 
the estimated 1.5 million Mexicans 
who sneak into the United States 
each year, agents said the recent

largest smuggling attempts in re­
cent years in the Pacific with the 
seizure last week of the 341-foot 
East Wood. The Panamanian-reg­
istered merchant ship was appar­
ently headed for Hawaii from Hong 
Kong with 400 to 500 Chinese na­
tionals in the cargo hold, they said. 
Petty Officer Cameron Hardy said 
that the ship was seized after a 
group of 40 people armed with 
knives and machetes took charge of 
the vessel on Dec. 29.

In interviews, four high-ranking 
agents in four separate INS offices 
made the following criticisms of the 
INS's headquarters operations:
■ Headquarters has rejected three 
proposals from the field to conduct 
a coordinated investigation of Asian

demand that the 

twist in the racket—
The latest

for alarm, they said.(
Since August 1 

have i.— .
trawlers packed

become prostitutes, like the Tai­
wanese women smuggled into the 
United States in the 1980s by one 
ring that established a seven-city 
call-girl service before its leaders 

were jailed in 1988.
Immigrants who cannot repay the 

money are sometimes tortured and 
even killed, police officials say. On 
S 8 in New York City's China­

town, gunmen with automatic 
weapons shot and killed two Chin­
ese illegal immigrants. Three 

months earlier, another gunman in 
Chinatown pumped 13 bullets into 
the chest of a Chinese man, also in 
this country illegally. Failure to re­
pay the money advanced for their 
fares is a motive in the slayings, 
said New York City Police Det. Sgt. 
Joseph Ayres, of Chinatown's Sth 

Precinct.
In a confidential memorandum 

late last year, Jim Hayes, assistant 
district director of the INS's anti- 
•smuggiing operatian in Los Ange­
les, wrote: “While we have repeat­
edly proposed innovative local ac­
tions to attack this problem, we 
have been thwarted by Headquar­
ters Investigations' lack of a clear 
vision on how to confront this di-

The memo said the U.S. Attor­
ney’s Organized Crime Strike Force

An estimated 100,000 Asians are 
illegally entering the United States 

each year, enriching Asian gangs 
that smuggle in the human cargo 
and prompting complaints among 
law enforcement officials that the 
U.S. Immigration and Naturaliza­
tion Service is not doing enough to 

combat the flow.
The officials say Asian gangs are 

taking in as much as $3 billion an­
nually by sneaking mainland Chin­
ese, Taiwanese and ethnic Chinese 
from Vietnam into the country. The 
money is financing the nse of Asian 
criminal syndicates here and 

abroad.
High-ranking INS field agents 

have-complained that the service s 

headquarters is, for various rea­
sons, thwarting investigations of 
immigrant smuggling rings and 
even backing legislation that would 
have the effect of facilitating the 

crime.
Official estimates say the 

gangs—which are linked to Hong 
Kong criminal organizations, called 
Triads— bring 100.000 Asians, 
mostly mainland Chinese, to the 
United States each year and charge 
each immigrant $30,000. Because 
the immigrants cannot afford the 
fees, their relatives or prospective 
employers pay. The immigrants 
then wind up working as indentured 
servants in Asian communities, fa- 
boring in sweatshops or restaurants 
to pay off the debts.

An undetermined number join the 
gangs after they arrive and commit 
crimes to pay their passage. Some

smugghn^by boat-was also cause

1991, INS agents
......... .. " ’ 
with mainland 

in a subsequent letter to INS 
headquarters, the U.S. attorney for 
California’s central district, Terree 
A. Bowers, said she dropped the 
cases “in the face of a policy which 
operates to defeat the overaU ob­
jective of these prosecutions, i.e., 
the destruction of the smuggling 
organizations and the prosecution of 

their leadership.” . . .
Hayes’s document criticized 

headquarters for failing to furnish 
agents with intelligence about I 
smuggling nngs. “Headquarters 
Investigations’ position seems to be 
one where they prefer to retain all 
the information for themselves 
rather than disperse it to the field 
where it can best be put to use.”

He recommended that “the issue . 
of Chmese alien smuggling be 
raised to the level of national secu­
rity due to its connections with or­
ganized crime and narcotics traf­

ficking.”
The INS assistant commissioner 

for investigations, John F. Shaw, 

said in an interview the mam rea­
sons the agency has not done 
enough about the smuggling of As­
ians are that Congress has not giv­
en the agency enough money to 
fight the problem and a reorgani­
zation of the INS’s investigations 
division, supposed to be finished by 
January 1992, has yet to be com­

pleted.
“We’re not giving coherent, well- 

planned direction to the field,” he 

said. “We recognize the frustration 
in the field but they seem to think 

ch'““d Zt""l the U.S.

tected Chmese smuggling by boat 

■•has now evolved into a continuing 
activity which shows no sign of sub­

siding.' Hares-sne™^.

®|)c IVftsbingtonJJost
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" Coast Guard officials said yestee 
day they had thwarted one of the

Amans because the INS had faded 
to provide agents with sufficient 
resources to bring good cases
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smuggling rings. The agents say 

the probes would have focused on 

ringleaders, notably Paul Wong, 

alias Fuchou Paul, who is wanted 

for murder and extortion by the FBI 

and suspected of ordering at least 

one of the recent slayings in New 

York. In the highest-level U.S. law 

enforcement contact with China 

ever, Jim Moody, chief of the Or­

ganized Crime and Drug section of 

the FBI, went to China in October 

to ask, among other things, for help 

in capturing Wong. Moody said 

Wong is hiding in China.

■ One of the investigations stopped 

by headquarters was a 1989 probe 

of two alleged immigrant smug­

glers—William Chan, a convicted 

heroin trafficker also known as 

smuggle Chinese into this country. 

On Dec. 23, the service submitted a 

proposal to the Justice Department 
to enact the aspect of Bush’s order 
that allows Chinese men and women 

to stay in the United States by saying 

they fear forced abortions or ster­
ilizations under China's one-child 

population control policies. Agents 

said the proposal, pushed by the INS 

general counsel, reflected the Bush 

administration’s interest in fighting 

abortion worldwide.
However, the proposed legisla­

tion, like Bush's executive order, is 

so broad that it is open to abuse, 
agents said. In early September, a 

boatload of Chinese arrived off the 
shores of Morehead City, N.C. All 

of the passengers, mostly men and 

mostly farmers from southern Fu­
jian province, have since applied for 

political asylum, some under the 

one-child category, said INS special 

agent Jeannette Chu.
“The people who are going to 

benefit from this will be young 

Chinese men, possibly with gang 

v
"The Old Fox,” and a man called 

Kenny Li. Chan, who spent three 

years in federal prison on a 1979 

drug conviction, was working with 
Li in Hong Kong, smuggling Chin­

ese to the United States via Latin 

American countries, according to 

INS agents. The investigation was 

shut down without explanation by 

INS headquarters after INS agents 

posing as immigrant smugglers met 

with Li. In September, federal 

agents finally caught up with Li, 

arresting him in Bangkok on an 11- 

count federal complaint of alien and 

herom smuggling. Li bribed his way 

out of jail in Bangkok and remains a 

fugitive.

Shaw, in response, said the INS

See SMUGGLING, A5, CoL 1

ci z 3'

links, not pregnant women worried 

about their babies,” she said. "The 
U.S. just won’t send them back and 

the gangs know this.”
A Senate subcommittee report 

issued in December also took issue 

with the INS’s handling of Asian 

smuggling.
"No sustained or coordinated ef­

fort has yet been undertaken by 

INS to enforce current immigration 

laws against Asian organized-crime 

leaders. This must change," said the 

report prepared by the Senate Gov- 

emmental Affairs investigations 
subcommittee.

Shaw said the service would soon 

complete a plan to thwart immi­
grant smuggling. One of his ideas is 

to create a task force to respond to 
boat landings.

Field agents, however, said that 

was not a solution because it would 
still allow the illegal immigrants 

into the United States without fear 
of deportation and leave the ring­

leaders, generally based in Hong 

Kong, unscathed.

SMUGGLING, From A4

was not “Miami Vice going abroad. 
We have to be sensitive to diploma­

cy."
■ Perhaps the most controversial of 

the agents’ complaints concerns 

uieir call for a revision of former 

president George Bush’s Executive 
Order 12711 to allow the deporta­

tion of Chinese criminals or illegal 

immigrants. Designed to protect 
Chinese fleeing the 1989 crackdown 

on the pro-democracy movement in 
Bejjing, the order has basically 

stopped the INS from sending any­
one back to China even if he or she 

has no claim to political asylum, is a 

convicted criminal or known gang 

member. More than 90 percent of 
the immigrants who arrived on the 

10 boats, for example, have been 

released from detention centers and 

are presumably living in Chinese 

communities in the United States.
■ Agents contend that the INS is 

also backing legislation that would 

have the effect of making it easier to 
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fTr 7 jark in the Box after the outbreak was identified. But 

meat inspector can’t see it, or smell it, Veloped are not part of slaughterhouse inspections.
or feel it. Neither can a short-order chef —- - - - • ..------------- .u.

" or someone flipping burgers on a back­
yard barbecue. Microbiological contam­
ination—the most serious public health

-threat to the nation’s food supply—

can’t be detected by human senses.
But the recent food poisoning outbreak

on the West Coast, in which hundreds of people became ill
and two childien died after highly virulent bacteria infected
hamburgen at Jack in the Box restaurants has called into

question the nation’s meat inspection system.
The entire system is based on a faulty premise, said

Jam^a Manden, vice president of scientific and technical
affair; i( th^' A'^rv-an-Meat-TiiOitiite, a trade assocntjon
that represent* meat packers and processors. “The inspec­
tion system was designed m 1906 to prevent diseased an­
imals from entering the food chain. For that, it works beau­
tifully,* hesaid. But that was never the threat, he added.

“It’s tmcruorganisms that cause human disease.*
“AD the inspectors in the world wouldn’t have made 

any difference" in the recent poisonings, added Marsden. OT h^ing tested are “designed to detect or eliminate microbi- 
“Visual inspections have nothing to do with detecting

microbial contamination.*
The deadly outbreak last month has been tied to E.

its presence was used to analyze the meat shipped to 
“ • _ .. .. Aa_ . _1____ n..|

this test and other more rapid ones currently being de-

fhe U.S. Department of Agriculture runs the coun­

try’s meat and poultry inspection program, with a staff of 
7,200 inspectors monitoring 6,000 slaughtering and 
processing plants. Inspectors need a high school diploma 

and receive two to six weeks training, depending on the 
what species they will be inspecting and the nature of 

their assignment
In the danghterhnuse. it’s a meat inspector’s job to look at 

the carcasses moving down the procer ;1 J ***’I— 
signs of such as inflammation, large tumors or hard
nodules, according to Ed Menning, executive vice president 
of the National Association of Federal Veterinarians. If an 
abnormality is detected, the carcass is examined by the fed-

U.S. Meat Inspections 
Come Under Scrutiny

blooded animals, including humans. But the version in­

volved in these poisonings was identified as £ coli 
0157:H7, which is not tolerated by humans. In cattle, 

this strain of E. coli has been found more often in dairy 
cows, which are often retired into hamburgers, since 
their meat is tough and not palatable enough for steaks 

or roasts.
Officials believe the infection was spread during the 

slanghti»mg pmeess when bacteria from-the intestines

animal with £. coli 0157:H7 doesnl took sicfc or have 
- symptoms of ihness. A genetic probe that takes 48 hours 

to detect the bacteria and another four days to confirm

Since 1985, three reports from the National Academy of 
Sciences have called for reforms of the nation’s meat inspec­
tion system. The reports criticized the current system be­
cause it has not taken into account recent scientific research 
on meat contamination and has remained largely unchanged 
since the early 1900s. None of the inspection systems in tee

2 w ctenucal hazards presented by meat products,” accord­

ing to a 1990 NAS report.
Last week. Secretary of Agriculture Mike Espy, appear­

 ing before a congressional subcommittee looking into the 
food poisonings, said that “it is time everyone stopped blam­

ing someone else for this £ coli 0157:H7 outbreak.” Espy 
added, “We all must share the responsibility for ensuring the 

ofaty of food. No one producer, consumer, meat processor, 
agency or government official can do it alone." Nonetheless, 

he called for overhauling the meat inspection program. 
Developing a new system “from scratch,” will take two 

or three years, he said. In the short term. Espy outlined 

dozens of plans, including hiring more meat inspectors 
and encouraging the use of organic sprays to reduce bac­

teria on the surface of beef carcasses. He also recom­
mended the use of explicit instructions for safe handling 
on the labels of raw meat and poultry and he pressed for 

approval of irradiation for raw beef.

Irradiation is a technology that exposes food to gamma 
rays from radioactive sources to kill bacteria, extend 

ripening or control insects. The process, which does not 
make food radioactive, has been approved for use on raw 

poultry, pork, flour and fruits and vegetables.
The Agriculture Department has “been moving toward 

a science-based system for several years," said Jun 

Greene, spokesman for the Agriculture Department’s 
Food Safety and Inspection Service. Last October, he 
noted, the department began sampling carcasses from 
110 beef slaughter plants for seven microorganisms, in­

cluding £ coli 0157;H7. The plants account for 90 per­
cent of all federally inspected meat, and federal officials 

hope to establish a baseline so that any subsequent 
change* in the inspection program could be measured 
against the past to see if the efforts reduce the level of 

contamination by microorganisms.
As the extent of the West Coast outbreak has became 

known, many critics question why it has taken so long to 

get changes in the meat inspection system.
Some industry groups contend that overhauling the 

■meat inspection system has been stalled because of a

a more-sdence-based system is adopted.
- -“Inspectm are very effective in organizing resistance

- i See INSPECT, Page 10 ■-
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Little is known about 
the amount of 

bacteria it takes to 
make people sick.

q r-

For example, Carol Tucker Foreman, for­
mer assistant secretary of agriculture for food 
and consumer services under President Jimmy 
Carter, said that little is known about the 
amount of bacteria it takes to make people 
sick. That’s why there aren’t standards for 
how much disease-causing bacteria can remain 
in meat and poultry. AMI’s Marsden believes 
such standards are impossible, given the fact 
that individuals respond so differently to dif­
ferent types and amounts of bacteria. Neither 
are there rapid on-line diagnostic tests for bac­
terial contamination that could be used in meat 

plants, Foreman added.
From the farm to the table, the food 

chain is long, with many opportunities for 
improper handling and contammation.

AMI’s Marsden said he believes that 
even if USDA greatly increased its micro­
biological sampling program, or even if 
meat arrived at food service establishments 
in sterile form, there is still no guarantee 
that pathogens couldn’t be reintroduced.

"1 don’t think we’ll ever be able to entire­
ly eliminate it {bacterial contamination],” 

said the Agriculture Department’s Greene. 
“.. .But if we can lower the bacteria level, 

that’s to everyone’s advantage.” ■

INSPECT, From Page 9______________________

to change," said AMI’s Marsden. “They 

don’t know where they’ll fit. They’re not 
- - - - t

“I take Sense to that,” said Dave Car-
4 microbiologists.”

“I take offense to that,” said Dave Car- 
ney, president of the North Central Council 

of Food Inspection Locals, the meat inspec­
tors’ union. "This is^not a labor issue. This 

is a consumer issue.”
Carney said that the union is “not against 

technology, and we’re not against moving 
forward. What we have a problem with is 
removing inspectors from their traditional 
mode and replacing them with a scientific­
based system. We need to maintam tradi­
tional inspection and enchance it with a sci­

entific program."
Nevertheless, Carney believes that the 

training conducted for inspectors by the 
Agriculture Department is too focused on 
supervisory and managerial skills, and 
doesn’t include continuing education for 
inspectors, such as teaching them about 
bacterial hazards in the meat supply.

Other critics of the system such as Rod 
Leonard, director of the Washington-based 
advocacy group the Community Nutrition
Institute and a former USDA official during 
the Johnson adminstration, said that the 
past 12 years of Republican administrations 
have tried to deregulate meat and poultry 
inspection while restricting the authority of 

inspectors in the field.
In addition to the political and bureau­

cratic difficulties in revamping the inspec­
tion system, the Agriculture Department is 
also faced with what some see as an almost 
impossible task of ensuring the safety of 

food.

®|)C Wasliineiton jJost
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bill Seeks to Coordinate eljc Wiwljnujton post

NIH Research on AIDS
Skeptics Fear Proposal Could Slow Progn

'ess

I

search.

sev-

leatiooa up the most important.

I

in redeht yfirs: HIV-related cancers 

(for human immunodeficiency virus, 
which causes AIDS), the syndrome 
of extreme weight loss experienced 

by many AIDS patients and certain 
questions about the immunology of 
the virus.

Some activists say an empowered 
Office of AIDS Research could 

streamline research.
Derek Model, of the AIDS Action 

Council, last week questioned wheth­
er NIH needs nearly a dozen “clinical 
networks," which are groups of HIV- 
infected persons in treatment trials. 
He suggested the groups could be 

merged for patient studies, saving 
administrative costs.

!

the surface, this kind of or­

ganizational control has an intuitive 
attractiveness that can be overly : 

simplistic and actually turn out to 

be destructive rather than con­
structive,* he said. “Life ts a lot 
more complicated, and I don't think ■ 
this should necessarily be viewed as 

a step forward*

The proposal to route all of NIH’s 
AIDS research through a single of­
fice came to the attention to Sen. 
Edward M. Kennedy (D-Mass.), who 
wrote it into the Senate version of 
the NIH Revitalization Bill. A House 
subcommittee will consider a similar 
bill on Tuesday; an amendment en­
larging the authority of the Office of 
AIDS Research is expected to be 

added as an amendment.
Under the Senate bill:

■ The Office of Aids Research 

would have a full-time director with 
no other responsibilities at NIH and 
an advisory council of scientists and 

lay people.

Proponents of the bill have sent 
some members of Congress a list of 
78 researchers who favor the pro­
posed changes. Among the scientists 
skeptical about the reforms, howev­
er, are the heads of 22 institutes and 
centers at NIH, who sent a letter to 
NIH Director Bemadine P. Healy 

last month saying, in part, that the 
“additional bureaucratic layer ... 
will have the effect of impeding the 
progress of AIDS research and, at 
the same time, having negative ef­
fects on non-AlDS research." Sev­
eral institute directors would not 
discuss the Senate bill, and Healy 

was unavailable for comment.
Other groups critical of the Office 

of AIDS Research's proposed power 
to allocate research funds include the 
independent advisory council of the 
National Institute of Allergy and In­
fectious Diseases and the Infectious 
Diseases Society of America. 

Some of the changes envisioned in 

the Senate bill are not without pre­
cedent at NIH. Since the Nixon ad­

ministration declared a “war on can­
cer* in the 1970a. the National Can­

cer Institute has had a budget that is 
submitted directly to the president, 
bypassing the NIH hierarchy. 

AIDS research, however, cuts 
across more fields than cancer re­
search, which would make the di­
rector of the AIDS research office 
uniquely influential over a highly 
visible field of scientific inquiry. 

John Bartlett, an AIDS research­
er and the head of infectious dis­
eases at Johns Hopkins Hospital, 

said last week that although he does 
not have strong feelings about the 
bill, he doubts that changes in the 
research bureacracy are a key to i 
progress in AIDS. ‘,

“On the surface, this kind of or­

fesearch objeiaives and an estimate 

of how much time and money would 
be needed to meet them.
■ Neither the head of-NIH nor the 

secretary of Health and Human Ser­
vices could alter the AIDS budget 
request, which would go directly 
from the AIDS research office to 
the president. The final appropri­
ation would be disbursed to NIH 
institutes by the director of the 
AIDS research office, according to 
the strategic plan.

In its first year, the office would 

control only about 20 percent of the 
AIDS budget This is because the 

director could not take money away 
from multi-year projects funded by 
NIH but being done by outside re­
searchers, or from ongoing exper­
iments by the institutes’ own scien­
tists. But as those projects ended, 
more of NIH’s AIDS budget would 

come under the aegis of the director 
of the Office of AIDS Research, al­
though probably never all of it.
■ If NIH’s total AIDS budget rises, 
the director of the AIDS research 

could use 25 percent of the increase 
to pay for emergency research or 
help fill gaps in existing programs.

No one can say for certain that 

scientists would knqw more about 
AIDS and its treatment today if 

there had been more central plan­
ning from early in the epidemic.

But Harrington, a coauthor of the 
Treatment Action Group's critique 

________ _ __ __ NW, ated three examples of ar-

Furthermore, they argue, the cur- have^been,overlook^

rent system has produced an enor- ‘

mous amount of knowledge since 
the AIDS epidemic was first de­
tected in 1981, and does not war­
rant tampering with.

The idea that AIDS research could
benefit from a strategic plan was

posal to give the AIDS research 
office more power.

Many researchers, however, are 

skeptical that central planning will 
produce better science and are 

fearful that a revamped AIDS co­
ordinating office will add a thicker 
layer to the NIH bureaucracy and 

possibly slow the pace of research.

SOI
an appropriate balance between the 
various fields, such as basic science, 
clinical research, drug discovery, 
behavioral issues,’ said Mark Har­
rington, a member of the New 
York-based Treatment Action 
Group, which spearheaded the pro-

■ The director of the office, with 
help from TO council and the heads 
of NIH^natitutes, would fdtpiulate a 

tong-range plan addressing, among 
other things, what is the best balance 
of basic and applied research and 

how much should be done inside and 
outside NIH. The plan also would set

supported by the Cknton adminis­
tration, represents i v ‘
eral AIDS activist grouJ»?lK£V'be­

lieve current research efiorts are 
hampered by duplication, disorga­
nization and a problem in recogniz­
ing quickly what new scientific 

questions

first mentioned several years ago in 
a report by the Institute of Medicine, 
an organization similar to the Nation­
al Academy of Sciences, which 
studies medicine and health policy.

The idea got a further boost last 

summer when the Treatment Ac­
tion Group presented an analysis of 
NIH’s 1991 research program at 

the international AIDS conference 

in Amsterdam. The study outlined 
deficiencies that its authors be­
lieved could have been prevented 
by better planning.

By David Brown 
WWMnfton Pow Sltff Wniw

Can better strategic planning, 
coordination and prioritizing bring 
the AIDS virus to its knees?

It is an appealing notion, and one 

the National Institutes of Health 
appears ready to try as the AIDS 
epidemic enters its second decade.

The Senate last week passed a 

bill that would strengthen NIH’s 
Office of AIDS Research and make 

its director, if not a “czar," then at 
least a person with unprecedented 
influence over how the goverment 

spends money studying the disease 
and searching for a cure.

Under the bill, the office would 

prepare an overall budget for AIDS 
research and eventually acquire ma­
jor influence in the decisions of what 
scientific questions will be most stud­
ied—and funded.

The office would have no AIDS 

researchers of its own. Laboratory 
experiments, epidemiological sur­
veys and clinical trials would still be 
done by NIH’s 21 institutes or by 
NIH-funded academic researchers.

NIH’s AIDS research budget for 
this year is about $1.1 billion. The 
largest amount—about $458 mil­
lion—goes to the National Institute 
of Allergy and Infectious Diseases, 
whose director, Anthony S. Fauci, 
now heads the Office of AIDS Re-

The proposed change, which,.is

groupB that
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Family Values?
■ Policy: Two advisers have 
drafted wide-ranging proposals 
aimed at protecting children and 
giving parents more assistance. 
Now it’s up to the President to 

establish his priorities.

A
/ 
' cx;

“deep schmophrenia; withm the CUnton

Administration. "

By LYNN SMITH 
TIMES STAFF WRITER

lunging into the thomy thicket of 
family values, advisers to President
Clinton have proposed that he wage

an intense campaign against out-of-wed- 
lock births, make divorce more difficult, 
mandate drug treatment for pregnant ad­
dicts and try to make parents and the 
media more responsible toward children.

The proposals can be found in a hand­
book, “Mandate for Change,” published 
recently by Berkley Press and endorsed by 
Clinton. It was prepared by the Progressive 
Policy Institute, the think tank of the 
Democratic Leadership Council, which 
Clinton once headed and whose president, 
Al From, leads Clinton’s transition team on 
domestic policy.

The authors of the book's family policy 
secuon also propose tax subsidies for mid­
dle-class and working-poor parenu, feder­
al assistance for child support, quick pas­
sage of the Family and Medical Leave Act 
and government leadership in making 
workplaces more “family friendly.” In 
addition, they emphasize family preserva­
tion over foster care.

woman's

say.
general.
more difficult.

Child Subsidies

TT7ill any of these proposals come close 

vv to materializing? Observers say it 
depends on the prioriUes Clinton chooses 
within heavy budget constraints and how 
he deals with opposition from the right and 
the liberal wing of the Democratic Party.

The authors of the section on family 
policy are William A. Galston. a public 
affairs professor at the University of Mary­
land who is also Clinton's adviser on plans 
to link national service with student loans, 
and Elaine Ciulla Kamarck. a senior fellow 
at the Washington-based Public Policy 
Institute.

Galston said he and Kamarck aimed to 
carve a path somewhere between tradi­
tional liberal and conservative notions of 
what is best for families.

“Traditional liberals have focused on 
economic problems to the exclusion of 
culture and family structure, and conser­
vatives have done just the reverse. It's not 
a useful debate to continue,” Galston said.

Some of the proposals ring a moralistic 
bell, not unlike former Vice President Dan 
Quayles attacks last year on single 
mothers and the media. But Galston said 

what Americans realiy want is to improve 
family life, not to condemn other lifestyles.

“Americans are very worried about the 
state of the American family and of 
children,” said Galston.

“Americans are very worried about the 
cultural sea on which families are floating. 
They see the media, particularly TV. as an 
almost uncontrollable force that diminishes 
their own efforts to bring up children and 
impart to them the common-sense values 
they would like them to cherish.”
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festoes on public policies for the Reagan 

and Bush administrations.
Rather than forging a centrist patK the 

Galston/Kamarck proposals represent t 
“deep schizophrenia" within the Cbnton 
Administration. Rector said. He sarih® 
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from liberal DemocraU and to be earned 
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Typically, family-preservation 
programs send counselors into the 
homes of at-nsk famines to teach 
parenting skills in the hopes that 

the state won’t have to intervene 
and place the children in the “con­
fusing and ultimately damaging 
world of foster care.” the handbook 

says.
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Community Values and Health Care Costs

BY ELEANOR Mill

(Ihc Uinslnngton llost
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PORTLAND, Ore.—During the campaign, 
both Bill Clinton and Al Gore invoked themes 
of community values. “We need more than 
new laws ” Clinton declared. “We need a new 
sense of community." Al Gore asserted it. 
was time for our rights as individual people 

to be justly balanced with our responsibilities 
as citizens. They talked about respect toward 

others and an attitude of restraint in human 

affairs.

One way they can put these ideas to work 
is by accepting the Oregon Plan for health 

care, a controversial proposal that was put 
aside by the Bush administration but is now 
back on the table. In the past Al Gore has 

called discussion of the Oregon Plan the 
single most important health care debate in 
the United States. It is important in part 

because it raises the question of what role 
community should play in individual health

The Oregon plan stands for the infusion of 

community values into those decisions and 
into the processes of problem-solving and 

resource allocation. The new administration 
might look to Oregon to discover how the 

sense of community it seeks can guide the 

work of dedicated people to create health 

care solutions.

I submit that the Oregon Plan, and specifi­
cally its process of ranking health services, 
embodies the first cure for a profound imbal­
ance in American thinking about individual 

choice and the utilization of resources. It is a 
call to inject a sense of community obligation 

into decisions we make in our private lives. It 
would have us examine how we use medical 

resources—and by extension all resourc­
es—in the larger context of society’s needs 
and priorities. It is a courageous and intelli­
gent effort to achieve a more just balance 

between the needs of the community and the 
rights of the individual.

The struggle to secure individual rights 

has been crucial to American democracy, but 
we now need new covenants between indi­
viduals and community to guide us in the 
’90s and beyond. The Oregon plan is one 

such covenant.

Voices across the political spectrum decry 

the diminished moral character of the coun­
try, but it is increasingly apparent that our 
social ills are much more malignant than 

platitudes about “family values’’ can describe. 
Writing in the New York Times, Cornel 
West, professor of religion at Princeton, lays 

blame for the Los Angeles riots on societal 
trends that have created a “rootless, dan­
gling people with little link to the supportive 
networks—family, friends, school—that sus­

tain some sense of purpose in life.” He 

asserts that the collapse of communities has 

left us lacking the forces that have always 
helped a people face despair, disease and 
death and carried virtues such as dignity, 
decency and excellence across generations. 
One of his prescriptions for recovery is a 
focus on the common good to shape and 
sustain our national destiny.

Oregon’s list of health services, with its 
setting of priorities, would be one step in this 
direction. Crafted from societal ethics re­
vealed in community meetings throughout 
the state, it is based on the principle that 
effective treatment, offering the greatest 
good, should have the highest priority. It is 

the first open repudiation of the questionable 
assumption that all health care services are 
equally valuable and desirable and that no 

expense should be spared if there is any 
chance a particular service could enhance the 
wellbeing of a patient. It weighs the value of 
a service by the magnitude of the good it will 
likely do. Does the treatment actually make a 
significant difference in the course of recov­
ery? Is the cost of the treatment proportional 
to its effectiveness?

The plan emphasizes services that are 
valued by Oregonians, such as health educa­
tion and relief of suffering during the process 
of dying, it deems less important those 
services that neither cure disease nor relieve 
suffering, such as treatment for the common 
cold and other self-limiting illnesses. The 
plan embodies the obligation we all have—in­
sured, uninsured, rich and poor—to avoid 
squandering resources on ineffective, futile 

and unnecessary treatments.

4
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By setting priorities, the plan accepts the 

fact that no service delivery takes place in a 
vacuum, that each dollar spent on ineffective 

or unnecessary treatment is one less dollar 

for care that would strengthen the communi­
ty, build hope, effect a cure or relieve suffer­
ing. Under the Oregon Plan, businesses, 

taxpayers and other purchasers are not 
asked to provide every imaginable medical 
service with any possible benefit, but rather 

a basic benefit package of essential services. 
The community has volunteered to extend 

services to those who are without access to 
care, and it would receive in return the 
assurance that pooled resources will be spent 
in a manner affecting the greatest good for 

the greatest number of people.

Resources are finite, everyone dies, and 
disease is not fair. Those fortunafe enough to 

live m community can accept these truths with 
courage and grace. It is the compassion in a 

human face that comforts us, the toil of human 

hands that brings us hope, and the sound of 

human voices raised in prayer and song that 
bears witness to the spiritual peace we seek.

But in order for the community to do all 
these things, it must be nurtured and honored 
and its limits respected. We cannot doggedly 

pursue only our self-interest and expect a 

compassionate community to sustain us when 
sickness, sorrow and pain come to us.

The writer is an attorney, physician 
assistant and administrator of the Senate 
Committee on Health Care and Bioethics in 
Oregon.
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By Mike Causey 
W*shmgtoc Post Stiff Writer

that the conunand and control 

center has been removed from 

the National Institutes of Health 

and Department of Health and 

Human Services into the White 

House. That is almost like 

moving the ‘War Room’ from the 

Pentagon to the Oval Office 

itself.

"Pundits predict that 

‘managed care’ in ‘super Health 

Maintenance Organizations’ will 

be the cure. Some definitions 

are in order.

"Managed care is when 

approval for an extra day in the 

hospital for a coma patient in 

Little Rock, Ark., is being 

granted by a nurse in Appleton, 

Wis. This supervision can be 

tedious and upsetting, on both 

ends, and may not be cost- 

effective at all, because it can 

take more time to explain to the 

nurses why the tests are 

necessary than it takes to order 

and interpret the results of the 

tests. If doctors charged for all 

the hours they spend talking to 

‘managers,’ there might be a net 

loss of money on managed care.

“The difference between a 

regular HMO and a Super HMO 

is that in an HMO your doctor is 

in the next county. But in a 

‘Super HMO’ he is in the next 

state. There is not true 

rationing, except by busy signal 

trying to get your ‘gatekeeper’ to 

come to the phone. Why don’t 

they have a phone at the gate? 

“President George Bush was 

enrolled in the Blue Cross-Blue 

Shield plan under the federal 

employees health benefits 

program. What about President 

Bill Clinton?

“.. . Sending Chelsea 

Clinton to Sidwell Friends 

School was reasonable for 

security purposes, but there is 

no reason President Clinton 

couldn’t enroll in an HMO, like 

the George Washington_________

Hospital HMO, just down the 

street from the White House.

"The GW plan is a very good 

(but not a ‘super’) HMO. It would 

give the president a taste of 

‘managed care’ before he makes 

the big decision about the future 

of American health care.”

Dr. John H. tossing, M.D.
Washington

■ “Members of Congress, the 

president and other high 

government officials are all 

eligible for coverage under the 

federal employees health 

program. The government pays 

60-70 percent of the total 

premium, workers and retirees 

can switch plans once a year (and 

the plans must accept them 

regardless of age, health or 

preexisting medical conditions) 

and all benefits of the health plan 

carry over into retirement.

“I don’t begrudge good health 

coverage to anyone. But while 

our national leaders are 

soul-searching about what is 

good for the rest of us, why 

don’t they offer the rest of us 

what they already have?”

W’illiam E. Avis

Hampton, Va.

ational health insurance is 

a top priority of Congress 

and the White House. But 

some readers suggest that the

politicians who will design the 

program are out of touch with 

reality because they are covered 

by the multi-option government 

health program that is open only 

to current and retired civil 

servants and politicians.

Today’s Monday Morning 

Quarterbacks suggest that 

President Clinton try a health 

maintenance organization or that 

politicians share their health plan 

with the rest of the nation: 

■ “We are surely in a health care 

crisis. It is such anemergency—

IV /q?



The Xerox Health-Care Model
I

By MILT FREUDENHEIM

nance organization for the first time i 
in late 1991, largely because the price ■
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And 16,500 Xerox employees — 30 
percent of the company’s work force 
— still choose to remain in traditional 
insurance plans despite the extra 
cost.

Like many Americans, including 
Xerox’s chairman, Paul A. Allaire, 
they want to be able to choose any

special 10 The New York 1 imes

STAMFORD, Conn. — Marie T. Ly­
ons, a 28-year-old computer opera­
tions trouble-shooter at the Xerox 
Corporation, joined a health mainte-

A Search for Limits
A periodic look at prescriptions for 
an ailing health-care system.

seemed right.
As a single person, she pays $6.33 in 

monthly premiums, while her em- , 
ployer contributes the balance of the 
$183.43 a month that her H.M.O. 
charges. The big office machine m 
ufacturer provides the subsidy to 
courage workers to join H.M.O.’s that 
have met Xerox’s standards for qual­
ity of care and service and, even 
more important, have held down 

I costs.
i Xerox, a $17 billion company with 
55,000 employees in 47 states, has 
been one of the most aggressive and 
innovative large companies in the 
pursuit of lower health costs. It has 
given its employees strong incentives 
to join H.M.O.’s, in which care is 
offered for a prepaid price and pa­
tients are limited in their choice of 
doctors, and the company has fos­
tered competition among H.M.O.’s for 
its contracts.

Rewards and Limits

In its stress on managed care and 
competition, the Xerox approach in­
cludes several elements of an ap­
proach known as managed competi­
tion that has gained the interest of 
many economists and President Clin­
ton.

Yet Xerox, which has been refining 
its strategy since the mid-1980’s, still 
faces jumps in health costs that it 
considers unacceptable.

Although one company with em­
ployees spread around the country 
cannot make the sweeping changes in 
the health system that many experts 
think are needed, its experience of­
fers lessons about both the potential

starts . 
(they have to pay
Xerox^sJi’^tes'lt will spend nearly 

half of its $235 million health-care 
budget to cover these employees.

Xerox promotes enrollment in its 
lowest-cost H.M.O.’s by paying more 
than 90 percent of the charges. These, 
H M O. members pay only $239 a year

In Rochester, where Xerox has 
joined with other large employers to 
restrain medical spending, prices are

Roeh.s.er BW
Crass has also posted H.M.O. rate 
increases averaging about 12 percent 
for the last four years. In the same 
period, its fee-for-service increases 

averaged 17 percent a year.
Contrary to the common percep 

non of health maintenance organiza­
tions as the lower-cost choice, Xerox 
said H.M.O. rates for its Rochester 
employees were currently higher 
than fee-for-service charges there. 

Traditional Care
Traditional medicine is expensive 

fof Xerox and getting more so. It is 
expected to cost $6,322 per active 
employee in 1993. up 15.4 percent 
from last yean Xerox project $3 846

picking up most of the costs 
linCy iiav. * P-7 all charges until 

they reach 1 percent of their income),

man- '
i en-

rewards and limits of managed care 
within the current system.

More than 60 of the 190 H.M.O.’s 
that serve Xerox employees are lim­
iting their price increases for Xerox 
workers this year to an average of 
only 5.5 percent, well below the rise in 
health costs most companies face. 
But most of the H.M.O.’s have not 
held down cost increases as exten­
sively.

i: ----------------------------
Continued From First Business Page 

familv docto’’ nr medical special!" 
rather than being limited to a list oi 
H.M.O.-approved physicians who 

I Mrauld control the patients’ access to 
i specialists.

i ‘He’s the Best’
‘ “I love my doctor; he’s the best,” 

said Nancy-Jean Bono, a 29-year-old 
administrative assistant at Xerox 
headquarters in Stamford. To keep 
Ijim, she pays $137.83 a month to 
cover her family. She could get simi­
lar coverage in an H.M.O. for less 
than $20 a month. But then she would 
peed a new doctor. She said that her 
current physician prefers to remain 
independent.

So while nearly two-thirds of the 
Company’s employees have selected 
the prepaid health plans (and about 7 
percent are covered by their spouse’s 
benefits), Xerox’s overall medical 
costs are expected to rise by a bur­
densome 12.7 percent in 1993, quadru­
ple the projected national inflation 
me. Projected costs per active em­
ployee jumped to $4,324 this year 
ffittn $3,154 in 1990, the first year of 
the company’s current system.

Even a company as large and prof­
itable as Xerox blanches at the pros­
pect of facing 12 percent annual in­
creases, doubling its expenses every 
six years. If this continues, Mr. Al­
laire, the chairman, said, “it would 
clearly make us less competitive in­
ternationally." His main competitors 
are Japanese companies that spend 
far less than their American counter­
parts for employee health care.

The company uses many of the 
country's most admired health main­
tenance organizations, including the 
Kaiser Foundation’s national net­
work and two in Rochester, where the 
largest cluster of Xerox employees 
live.

‘Not the Magic Bullet’

‘Health maintenance organizations 
are the cornerstones of most propos­
als to address the nation's growing 
medical problems. But most have yet 
to. demonstrate significant, steady 
savings. “H.M.O.’s are not the magic 
bullet," said Dr. Robert Brooks, 
health sciences director at the Rand 
Corporation, an independent re­
search center in Santa Monica. Calif. 

-Following a practice called shad­
ow-pricing, H.M.O. charges usually 
rise steadily at a rate that is just a bit 
lower than traditional health plans. 
Kaiser, for example, increased its 
rates by 12.8 percent a year, on aver­
age, between 1990 and this year, while 
national rates for traditional fee-for- 
service medicine were rising about 16 

percent a year.
And too often, economists and other 

experts add, H.M.O.’s attract the 
younger and healthier members of a 
group who need relatively little care, 
but this is not reflected in lower rates. 
The fee-for-service plans, meanwhile, 
get more than their share of people 
who believe they have medical needs, 
said Helen Darling, Xerox’s health­

care strategy manager.
Kaiser, which is under pressure 

from large customers like the Cali­
fornia Public Employees Retirement 
System and employers hit by the re­
cession in its California stronghold, is 
raising its 1993 rates only 6.8 percent, 
on average, across the country. In 
several regions, Kaiser is wooing Xe­
rox employees with 5.5 percent in­

creases.

In Rochester,

restrain medical spending, prices are
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Patricia M. Nazemetz. XeroxT 
benefits director, chose six H.M.O I.

choice 1 \
Xerox is readv to "share our ideas 

with the Clinton Administration.\f 
the', re interested." Mr. Allaire sail 
But he avoided making specific rec^ 

ommendations. "I'm not sure we 
could .'.iv that what Xerox did is right 
tor the country." Mr Allaire said "It 

sure isn't perfect."

for full family coverage, which in­
cludes expensive items like fertility

Soaring Cost of Health Benefits
Xerox Cofporauon=er
maintenance oi^anjzations are natjona|

averieLy winning margins in recent years.—
$7,000 per employee

6,000
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and 180 H.M.O.’s.
"It struck me that 1 wasn t able to 

have a relationship with 200 
H M O.’s,” she said.

With the smaller group of H.M.O.’s. 
Xerox was able to insist on improve­
ments in quality of care as measured 
bv surveys that asked employees to 
assess their health plan's perform­
ance "Some are doing a very good 
job," she said, "but it doesn't mean 
they couldn’t get better."

"Can they say to a member, for 
example, ’You’ve just passed your 
40th birthday; it’s time for your 
mammogram’”’ she asked. "Are 
they saying, ‘the last time you had 
your blood pressure checked was 12 
months ago; it’s time to come back 

in?’ ”
The Choice at Headquarters

Employees at Xerox headquarters 
in Stamford have a choice of three of 

the six H.M.O.’s in the company sys­
tem Kaiser Foundation Health 
Plans U.S. Healthcare, whose home 
office is in Blue Bell. Pa., or Prucare, 
which is owned by the Prudential Life 
Insurance Company in Newark.

The other H.M O. contractors are 
Blue Cross and Blue Shield of Roches­
ter. where Xerox has 13.000 workers; 
FHP International, based in Fountain 
Valley. Calif, and the HMO Group in 
New Brunswick, NJL_an association 
of several nonprofit pl&H^
their own&ataUees. these
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Wrestling Health-Care Costs to the Mat

I

Continued on Page D21, Column 4
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debated approach for reorganizing 
the nation’s medical care that has

ponents of managed competition. 
Exercising the power of its num­
bers, Calpers shocked the health 
industry in California last year by 
freezing new enrollments for the 
state’s largest insurer, Kaiser Per- 
manente, because it refused to re­
strain its rate increases. Apart 
from Kaiser, Calpers was able to 
hold 20 other insurers it deals with

A California Agency’s 
Efforts Are Forcing 
More Competition

Washington. In essence, the.ap- 
proach holds that costs can be con­
trolled by forcing health providers 
to compete with one another under 

government supervision,
Calpers is a prototype for insur-. 

ance-purchasing cooperatives, a 
concept that lies at the heart of 
managed competition. The co­
operatives are envisioned as giant 
pools that smaller companies and 
individuals would join to gain le­
verage in buying coverage from 

competing health plans.
But Calpers has already shown 

promise, even without the benefit 
of the sweeping national changes 
in insurance, tax incentives and 
delivery of care called for by pro­

AV By ROBERT REINHOLD 

Special io The New York Ttme» 
SACRAMENTO. Calif. - From 

his third-floor office in a sleek 
building near the domed Capitol of 

California, Tom J. Elkin is a com­
mander in the war against the 
ever-rising costs of health care. 

*•1 know what is a reasonable 

price for a compact disk or a re­
frigerator," he said. "But what is 
accessible health care worth? I 
don’t know yet what a fair price is 
for the product we’re buying. 
That’s what we’re after.”

Promising Prototype
Mr. Elkin has plenty of ammuni­

tion in this crusade to drive costs to 
rock bottom. Each year he buys 
$1.3 billion worth of health care as 
associate executive director of the 
California Public Employees’ Re­
tirement System, or Calpers, 

’ which represents more than 

875,000 state and local government 
employees and their families 

across California.

He has taken up the banner of 
"managed competition,” a hotly

attracted growing support in to average premium increases of 
3.1 percent in 1992, when the state 
industry average was 13.2 percent.

Favored by Clinton

Today, Calpers is expected to 
announce what it considers an­
other great success: average pre­
mium increases in the low single 
digits for 1993.

Promoting such competition has 
been endorsed in principle by Pres­
ident Clinton and has drawn 
support in both liberal and conser­
vative circles. But the full-blown 
proposal for managed competition 
includes other major changes that 
are more contentious, and it is not-
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Joining the cooperative gives eacn caUs t0 certain pregnant

H.M.O.’s, with which it negotiates J compared to other pregnan-

t

I

•<

-r:

A

A state agency 
with the muscle to 
take on the health­
insurance industry.

Of Holding Down Health-Care Costs
A Search for Limits

i A periodic look at prescriptions for 
an ailing health care system.

clear how many Mr. Clinton or
Congress will embrace.

Managed competition, as envi­
sioned by the informal group of
health economisu who originated the . jOinjng the cooperative gives each 
concept, would require all employers ■------- -------------------- ---------

, to offer coverage to full-time work­
ers. Tax incentives would push most
people into health maintenance or­
ganizations or other groups that offer
comprehensive care but limited

choice.
On the other side, most doctors,

hospitals and insurers would join
health maintenance organizations, or
H.M.O.’s — clinical partnerships that
curtail their freedom but offer sub­
scribers health care for a single over­
all fee. To promote comparison shop­
ping, the Government would study
each H.M.O.’s quality and cost of
care, while a national board would
decide what coverage should be man­
datory and which medical procedures
were wasteful.

Skeptics say managed competition,
with its combination of regulation
and free market innovation, is un­
tested. In fact, it is being tried here in
California to some degree, although
these efforts cannot be fully effective
in the absence of a comprehensive
national scheme---------------------------------------

Insurers Forced to Cut Waste
Pressure from Calpers, an early

example of the kind of giant insur­
ance-purchasing cooperatives called
for in managed competition plans, is
forcing Kaiser, Health Net and other
insurers here to root out wasteful
administrative costs, reduce unnec­
essary care and squeeze hospitals
and doctor groups to lower their

rates.
“The experience of Calpers is a

preview of what the nation will en­
counter, given President Clinton’s
commitment to hold down health­
care costs,’ ’ said Gray Davis, the
stale Controller, who sits on .the 13-
member Calpers board. “Ultimately
something has to give — speed of
access to elective surgery, the right
to choose a doctor, the range of pro­
cedures that will be covered. Every­
body wants the best care.”

But Mr. Elkin mainuins that far
more fat can be trimmed away be­
fore consumers notice such effects.
“You’d be amazed how low some of
these plans will go with their rates
before it goes to the quick,” he said.
“There is an astronomical amount of
unnecessary administration and un­
necessary procedures. We have not
gotten fully into it yet.”

Elective: a Point of View
Yet one person’s unneeded pro­

cedure — a hip replacement, for ex­
ample — may be what another doctor
and patient feel is necessary, illus­
trating how divisive any uniform na­
tional standards may become.

Calpers, a 57-year-old agency, ad­
ministers health-care plans not only
for the state government but also for
784 other public employers, including
local school districts, cities and even
tiny entities like the California Prune j
Board, which has eight employees.

to its network of hospitals and clinics. 
For example, its medical director, 
Dr. Frank E. Murray, said the guide­
lines would probably eliminate rou­
tine mammography for women be­
fore age 50 because research had 
found no benefit in early testing.

Such tight management has forced 
a new reality on doctors. After eight 
years of private practice. Dr. Mark P. 
Schwartz, an internist, found his work 
dwindling as his patients joined 
H.M.O.’s. So he left his practice.in,. 
1990 and became a salaried employee^- 
of a group, Bay Shores in Torrance. 
“The handwriting was on the wall,” 
Dr. Schwartz said.

The change was something of a 
shock. "In a setting like this, there’s a 
great deal of attention to the dollar 
figure," he said. “So I had to reonent 
my thinking in terms of what can I 
spend for a test.

“The consensus is there has not 
been any suffering in patient out­
come. But my big fear is how far this 
will be taken.”

communities that resist H.M.O.’s. But 
even here, patients may soon find 
their care more closely managed in 
ways like these:

q Health Net is beginning an experi­
ment this month in which neonatal 
nurses will make six monthly tele­

rates and services; it offers a tradi­
tional health insurance plan for mem­
bers in remote areas not served by 

H.M.O.’s.
The agency was galvanized into 

creating an ambitious program to 
eliminate waste when fast-climbing 
premium increases peaked at 21 per­
cent in 1990. With the adtfce.of Alain 
C. Enthoven of the Stanford Universi­
ty Business School, a founder of the 
managed-competition concept,
Calpers took a tough new stance 
starting in 1991 and began to stand­
ardize benefits among plans to make 
comparisons easier. It demanded de- 
tailed data from each provider so 
that the costs of services could be 
compared, then used that information 
to encourage carriers to cut waste.

For 1992, it set a zero increase as 
its initial negotiating position. When 
Kaiser, an H.M.O. that cares for 
about 345,000 Calpers members, in­
sisted on increases of more than 10 
percent, Calpers barred new enroll­

ments in it.
A Bit of Consumer Choice

“That served as an example that 
Calpers meant business," said Scott 
R. Kelly, vice president of major ac­
counts at another major carrier. 
Foundation Health, a California 
Health Plan, which is a profit-making 
company based in Sacramento that 
serves about 78,000 Calpers mem­
bers. Foundation settled for a 2.9 per­
cent increase (Kaiser said it was 
unable to go so low because it offered 

richer benefits.)
For the most part, the Calpers 

system appears to be well accepted 

by patients, although some younger, 
healthier workers have complained 
about rising premiums. Under the 
system, a member chooses among 
participating H.M.O.’s and may then 
pick a personal physician within the 
H.M.O. selected. If the patient seeks 
care outside the H.M.O., he must pay 
himself.

For all the new pressures, leaders 
of Kaiser and the other H.M.O.’s here 
say they prefer managed competition 
to alternative proposals because it 
maintains a measure of consumer 
choice and avoids the kind of govern­
ment-run plan used in Canada, which 
leaves insurers with little role.

Indeed, any system that pressures 
more people to join H.M.O.’s stands to 
benefit large, efficient operators like 
Kaiser, which has 4.7 million mem­
bers and 6,500 doctors in California. 

“We are a strong exponent of man­
aged competition,” said Robert J. 
Erickson, senior vice president for 
government relations for Kaiser in 
California. He added that Kaiser ex­
pected to ask Calpers for “little or no 
rate increase” for the coming year. 

Treatment by the Rules
H.M.O.-type medicine has long 

been more accepted by patients and 
doctors in California than in some 
other areas, like New York City, and 
it remains to be seen whether Cal- 
pers’s success could be matched in

later be compared to other pregnan­
cies in which such calls were not 
made.

<lThe 80-doctor Bay Shores Medical 
Group in Torrance has installed a 
new computer system meant to 
thwart patients who visit different 
doctors within the group to get exces­
sive prescription pain killers and oth­
er drugs or to seek redundant care. 
The system is also used to detect 
when doctors prescribe excessive di­

agnostic tests.
<1 Southern California Permanente 

Medical Group, which contracts with 
izai«>r tn rare for 2.3 million people, 
is developing strict guidelines for its 
3,200 doctors to bring consistent care

.■i;
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Says Oiiles: “The way things are now, 
the hospital emergency rooms become 
the primary medical care for many unin­
sured people. If my child gets a fever, I 
call the pediatrician, who tells me to give

There’s already been one 180-degree 
turn—in Chiles’ thinking on universal 
care.

“I used to think you couldn’t get 
universal coverage until you first got the 
costs down. Now I’m absolutely con­
vinced it’s just the other way around. 
You can’t get the costs down until 
everybody is covered."

TALLAHASSEE—In government, as 
at the race track, says Gov. Lawton 
Chiles, “you make dust or you eat dust."

The longtime U.S. senator and, for 
the last two years, governor of Florida 
does not intend to eat dust on health 
care reform.

“As of December 1994," he says con­
fidently over breakfast at the governor’s 
mansion, “everyone in Flonda will have 
health coverage."

If he’s able to deliver on that one. he’s 
likely to be well ahead of most states 
and the federal government as well. 
President Clinton’s universal health care 
plan isn’t even on the drawing board yet. 
Indeed, Chiles thinks the White House 
could leam a thing or two by watching

“Florida would pay 
doctors and 
hospitals to keep 

people well.”

Medicare recipients (assuming the nec­
essary federal waivers can be obtained) 
and any private employer groups that 
want to join.

One intriguing difference between the 
Flonda plan and others bang talked 
about to address the health-cost crisis is 
that Flonda would gay dnrTors and hos-

Set, as

him a couple at aspirin, stick him in the 
tub and call in the morning. An uninsured 
parent might just take the child to the 
emergency room. The hosprtal, of course,: 
has to charge paying patients enough to- 
cover the cost cf this treatment, soi 
insurance premiums go up. More than 
that Many adults postpone medical treat­
ment at the beginning of an illness—and 
they ignore preventive care altogether— 
and only show up at the doctor when 
they’ve got a really senous (and expen­
sive) condition. The point is, one way or 
another, we still pay."

Chiles acknowledges that there will be 
some added start-up costs for the new 
plan, and he is frank to say that some 
procedures—liver transplants, for in­
stance—might not be covered at all un­
der his system. But he is convinced that 
the savings from long-term cost contain­
ment will make the plan a bargain—and 
possibly a national model

“I’m not saying our plan is the only 
way to achieve universal coverage and 
contain costs. I’ve just come back from 
the Governors’ Conference in Washing­

care provider might negotiate an annual 
fee based on last year's income. But 
once the price is agreed to, necessary 
treatment and preventive services 
would be provided with no further bill­
ing. Thus it would, for the first time, be 
in the medical profession’s interest to 
prevent health problems rather than to 
treat them after the fact

“That’s the big difference," says 
Chiles. "As things are now, doctors and 

• hospitals take the attitude ‘the more I 
charge the more I make.’ So they look 
for ways to charge more. The sicker the 
patient for example, the more proce­
dures they can order. We tried to con­
trol the costs by putting limits on the 
price of individual procedures. The re­
sult? They just ordered more proce­
dures. You can’t beat them at that 
game. Our plan changes the incentives 
180 degrees."

What obscures this truth, he says, is 
something he calls “cost shifting." If you

cans under the present system, bringing 
in the currently uninsured—some 2.5 
million in Florida and as many as 35 
million nationally—would seem to add 
significantly to the cost of care.

But not as much as we might think.

Florida.
The essence of the plan, which Chiles 

expects to begin implementing next Ju­
ly. is something called CHPAs, Commu­
nity Health Purchasing Alliances, which 
pool employers, government and individ­
uals into an organization that then can 
negotiate with medical care providers 
for the best combination of care and 
price.

The tnck is to have a big enough 
bargaining unit to capture the concern 
of the providers. Florida’s unit would 
begin with state employees and Medic­
aid enrollees, to which would be added

ton, and I know what Oregon is trying to 
do. Vermont, whose governor [Howard 
Dean] is a physician, has an interesting 
plan. Hawaii has a single-payer plan that 
covers 80 percent of its people. There's 
a lot of interesting stuff going on."

And much of it is going on here, 
where Chiles expects shortly to begin a 
campaign to reduce the infant mortality 
rate, and maybe later to have a go at 
nursmg home costs. There are problems 
with his current plan, including opposi­
tion from some physicians’ groups and 
the necessity for a number of federal 
waivers. But it makes so much sense— 
imagine, paying doctors to keep us 
well!—that you have to hope it works.
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VETERANS: Big ChangesBroad Veterans
I

in Health Care Are Sought

B

"D rown said the ideas represent a "starting 
U point” for discussion and could be re-

By GEBE MARTINEZ
TIMES STAFF WRITER
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WASHINGTON—In an effort to 
repair a health care system on the 
verge of collapse. Veterans Affairs 
Secretary Jesse Brown is propos­
ing sweeping changes that would 
enable the agency to raise money, 
improve its medical facilities and 
extend treatment to millions of 
vets who now are shut out.

The nationwide network of 680 
veterans hospitals, community 
clinics and other health facilities 
has suffered, critics say, from dec­
ades of meager financing, inade­
quate staffing, lax management 
and political neglect. Barely able to 
address the needs of a relatively 
small “core group” of poor and 
disabled vets, the system is gener­
ally shunned by other veterans 
who have the ability to obtain care 

elsewhere.
Now. as the Clinton Administra­

tion begins work on a comprehen­
sive national health care reform 
agenda. Brown said he sees an 
opportunity to revitalize the veter­
ans health system by allowing it to 
compete on more equal footing 
with other medical providers.

"It’s my goal to get [veterans] 
health care reform done in a year, 
and it’s my vision that we want to 
provide access to all veterans who 
want it,” said Brown, who headed 
the 1.4-million-member Disabled 
American Veterans organization 
before Clinton chose him for his 
Cabinet.

Brown said he wants legislative 
authority to obtain reimburse­
ments from Medicare, Medicaid 
and other third-party payers for 
patients treated in veterans facili­
ties. He also wants to begin selling 
health policies to veterans who are 
not covered by other insurers and 
who do not qualify for mandated

Please see VETERANS, A7

vised before they are submitted to the White 
House.

Most experts agree that the veterans 
health care system badly needs repair.

An mdependent commission made up of 15 
veterans, former government staffers and 
health care professionals told the George

Continued from Al
free care.

The obstacles—mostly financial—are for­
midable. Brown's proposals will have to be 
balanced against competing pressures to 
develop a plan consistent with the Adminis­
tration’s goal of reducing the federal budget 
deficit.

Still, said Brown, a "window of opportuni­
ty” has been created by the election of 
President Clinton, who made health care 
reform one of his principal campaign plat­
forms. And as a member of the health care 
task force headed by First Lady Hillary 
Rodham Clinton. Brown will be able to 
advocate the interests of veterans as the 
Administration crafts its reform agenda.

If enacted. Brown's proposals could bring 
about a radical transformation of a self-con­
tained health care system that dates back to 
before the Civil War. Originally designed to 
care for soldiers wounded in war, the system 
gradually was expanded to accommodate 
veterans with illnesses and injuries unrelat­
ed to their military service.

ut in recent years, as the federal deficit 
has grown and funding has become more

limited, the Department of Veterans Affairs 
has been forced to cut back service signifi­
cantly by tightening eligibility rules and. in 
some cases, simply turning people away. 

“Quality care has been going down, bed 
levels have been going down, staffing has 
been going down. People in the priority 
group cannot get into the system; they are 
on waiting lists; there's no follow-up care.” 
said Rick Heilman, legislative director for 
the Disabled American Veterans. “The re- 

. sources have been squeezed and squeezed 
and squeezed and squeezed, and the VA 
cannot take care of the system they are 
supposed to be taking care of now.”

Bolstering the arguments of veterans 
advocates is the size of the constituency they 
represent: Roughly one-third of the nation’s 
population is made up of potential beneficia­
ries and their families.

"This is not a political issue. We think it is 
a moral issue because of who they are and 
what they have done [for the country],” said 
House Veterans Affairs Committee spokes­
man Jim Holley.

Under the law, the department is required 
to provide hospital care to a core group of 

i about 3 million vets who suffered service- 
■ related disabilities, who have other disabili- 

ties and fall below specified income levels or 
who were prisoners of war. Even members 
of this core group sometimes cannot obtain 
outpatient or nursing home care.

For the remaining 24 million vets who do 
not meet the core group’s stringent income 
and disability criteria, the department is 
authorized to provide care at its discretion to

those who agree to pay a portion of the cost. 
But the network is so overtaxed that few 
discretionary patients ever enter the system.

The department that Brown heads de­
pends almost entirely on congressional ap­
propriations for its operating revenues. Its 
current medical care budget of $14.6 billion 
has not grown sufficiently to keep pace with 
rising medical costs, officials complain.

Lacking sufficient resources, "more and 
more of America’s veterans have been 
turned away from . . . facilities or have 
chosen not to seek care from the (Depart­
ment of Veterans Affairs) because of reports 
of the erosion of the quality of available 
care,” Brown said in written testimony to 
Congress.

The changes advocated by Brown are 
designed to provide the money needed to 
improve the quality of care at veterans 
facilities by giving the department the 
ability to tap new sources of revenue.

Two key sources are Medicare, the federal 
government’s health insurance program for 
the elderly, and Medicaid, the federal -state 
program that provides care for the poor, 
including older Americans who need nursing 
home care. Under current practices. Medi­
care and Medicaid patients have few incen­
tives to use veterans health faciliUes, and 
any reimbursements flow into the U.S. 
Treasury instead of the department’s coffers.

Brown hopes to persuade Medicare and 
Medicaid officials that his system could treat 
veterans and their families at lower cost 
than other health care facilities, and to 
obtain legislative approval for direct reim­
bursements from both networks.

Brown wants to be able to begin selling a 
form of medical insurance to veterans who 
are outside the core group and who are not 
covered by Medicare, Medicaid or employer- 
provided health insurance. The policies 
would entitle the holders to receive a full 
range of health services at facilities operated 
by the department.

Brown’s proposals would simplify the 
rules for determining eligibility. The 3 
million vets in the core group would receive 
free care at all levels: inpatient, outpatient 
and extended. All those outside the core 
group would be able to obtain care as long as 
they were covered by some form of insur­
ance or were willing to make out-of-pocket 

co-payments.

Health Care^j 
Reforms Urged
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Bush Administration more than a year ago 
that unless the system is infused with new 
funding, the number of acute-care beds 
would decline 25% by the year 2010.

The study characterized the quality of 
care at veterans facilities as "variable," and 
noted that eligibility rules for inpatient, 
outpatient and long-term care are unneces­
sarily complex.

"There was a time in the not-too-distant 
past where any veteran was entitled to the 
benefits." Brown said. "That kind of open- 
ended eligibility has shrunk. Now we are 
down to just providing mandated care.”

Under the current rules, for example, a 
Vietnam veteran who became disabled in a 
car accident after the war and cannot work 
is eligible to receive free care only if his 
household income falls below $23,290. If his 
income is higher, he must pay a deductible.

Even for those willing to pay such deduct­
ibles. the system will provide services only if 
space and resources are available. And they 
almost never are. according to veterans 
advocates.

Critics complain that even those vets who 
are eligible for free hospital care may not 
qualify for outpatient or nursing home care 
because the rules differentiate between 
degrees of disability, income levels, wars 
fought and other factors.

One likely point of contention involves 
how the department will define eligibility for 
long-term health care and under what 
circumstances home-based assistance 
should replace nursing homes. The popula­
tion of older veterans, like that of the nation 
as a whole, is steadily increasing. The group 
also contains a disproportionate share of 
younger members with disabilities who will 
require long-term care.

"It's going to cost money, and it’s going to 
cost a lot of money,” said a congressional 
budget staffer. "There are, a lot of people 

who need long-term care and are not getting 
it.”

Many of the findings advocated by the 
blue-ribbon commission were contained in a 
bill introduced in Congress last year. The 
measure did not advance beyond a couple of 
preliminary hearings, and the proposals to 
seek reimbursements from Medicare and 
Medicaid met with congressional resistance 
because of the potential fiscal impact.

Brown and others favoring third-party 
reimbursements argue that the practice 
would save money, not add to the costs. 
Many veterans, for example, obtain Medi­
care-covered care at private facilities that 
charge more than VA hospitals.

"The VA can treat patients cheaper than 
the private sector by at least 5%. which is a 
hell of a lot,” Brown said.

While most veterans advocacy groups are 
supporting the proposed reforms, the Ameri­
can Legion’s National Veterans Affairs and 
Rehabilitation Commission has expressed 
reservations about any changes that would 
require direct out-of-pocket expenses by 
veterans.

"But we also say that if it’s necessary to 
collect money, it ought to be done on a 
veteran’s ability to pay,” said Frank Buxton 
of the American Legion.

Calling himself the "secretary for veterans 
affairs," Brown is confident the veterans 
health care network will remain independ­
ent. His predecessor in the Bush Administra­
tion. Edward J. Derwinski. was removed 
from office last year after offering to open 
underutilized hospitals in rural areas to 

non-veterans.
"It’s my job to make sure that veterans are 

not adversely impacted in the nation’s effort 
to balance the budget,” Brown said. “We 
want to do our part, but we would want [the 
veterans budget] evaluated equally, across 
the board."
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unnecessary facilities.
Health care reform can’t wait for 

the answers that normal political pro­
cesses will yield. It will take two 

years or more before a compromise 
health care reform package is fash­
ioned. enacted and implemented. But 
during that time, health care expendi­
tures will not stand still; they will 
have risen yet another 20 percent 
Perhaps considerably more. Even 

worse, health care providers, antici­
pating a comprehensive cost-contain­
ment program, will view the next two 
years as an irresistible window of 
pnce-increasing opportunity. The 
costs of health care will grow by $200 
bdlion to more than $1 trillion dollars 
We can’t grow the economy by 
drowning it in health care dollars. 

To stop the hemorrhaging, there 

are two emergency actions the presi­
dent should take immediately.

Proposal (1); Put in place now a 

wage-price freeze for the health care 
Thlfs7structure-analogous 

to the Cost of Living Council, part of 
the Economic Stabilization Program 
of the early 1970s-would remam in 
force until replaced by the new mech­

anisms created by the comprehensive 
health care reform legislation Con­

gress will enact. Among the benefits 
of such a freeze are:

■ A saving, over the next two years 
of as much as $200 billion in national 
health expenditures.
■ Because tomorrow’s permanent 

cost containment efforts will phase in 
at today’s spending levels, we will 
enter the future at a lower expend!-

The administration will be told this 
action is unfair and ineffective, ft will 
be told that the earlier Economic Stabi­
lization Program was fair and worked 
because it controlled all economic sec­
tors, not just health care. But the fact 

is that today the rest of the economy is 
already stabilized at an inflation rate of 
about 3 percent. Today’s problem isn’t 
general runaway inflation, it is the 
particular run-away inflation of health 
care expenditures. We’d settle for 
health care increases of only 3 percent 
per year, but that’s not even close to 

what we’re getting.
The administration will also be told 

that a freeze won't really help, because 
when controls are removed we’ll see a 
huge burst of pent-up increases. It’s true 
that’s what happened in the ’70s. But the 
criticism misses the point: The freeze (or 
perhaps only a chill, if the health sector 
is permitted to increase in line with 
inflation in the rest of the economy) will 
not disappear into a void with nothing to 
replace it. Instead, the stabilization pro­
gram will phase into a comprehensive 
long-run health care program with its 

own cost control mechanisms.
Proposal (2): Announce now that 

the administration will submit legisla- 
tion to eliminate the au|oniatic con- 
^tmctinn cnatTeirnhiirRement provid* 

ed by Medicare. NIH and other 
agencies for health facility construe^ 
tion that La undertaken after the date 
of the announcemer}t. today, expan­

sion of hospital oeds, ambulatory care 
facilities and research labs is done 
with borrowed money rather than 
donor dollars. It’s easy to borrow that 
money when the federal government 
guarantees it will reimburse that 
share of principal and interest cost 
related to the patients it pays for and 
the research it sponsors. We often 
end up building facilities the commu­
nity doesn't need but that institutions 
want in order to compete with their 
neighbors down the street.

Merely issuing the statement pro­
posing legislation eliminating these 
construction guarantees will dry up 
the bond market and, thus, free capital 
for projects more important for Ameri­
ca’s long-run economic growth. Since 
today’s construction leads to tomor- 
row s operating expenses, the state- 
rflgfit~wiil not only save money in the 
kliuil I'Uh, but will generate even larg­

er long-run savings of health care 
dollars. Individual institutions will cer­
tainly complain, but this short-run 
moratorium, to be replaced by mecha­
nisms that will make certain that con­
struction decisions consider communi­
ty interests, will serve the nation well.

These two proposals deal with 
emergency cost containment meas­
ures that would save money today 
and, in so doing, would provide an 
immediate economic boost to the 
American economy. They should be 
seen, therefore, not only as relevant 
to the problem of health care costs 
per se, but as critical components of a 

deficit reduction and economic stimu­
lus package. By reducing the rate of 
increase in employer health insurance 
premiums, the proposals would save 
employers as much as $20 billion in 
the first year. Government at all lev­
els would save even more, as would 
individual households. Slamming shut 
the current window of opportunity to 
increase health care costs and profits 

opens the door to economic growth.

I*..

permanent

at today’s spending levels,

ture base, reaping immense savings 
from then on.
• Accordingly, health care cost in­

creases won’t subvert either the eco­
nomic stimulus or the long-term 
growth package the administration 
will submit.
■ Health care interest groups will be 

far more likely to come to the bar­
gaining table and play a constructive 
role in helping to develop the compre­
hensive reform program the nation so 
eagerly awaits. The desire to be nd of 
the freeze will do much to concen­
trate the mind.
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Mr. Rappeport is a partner in a research 
and management consulting firm tn Prince­
ton. X'.J. t

why medical costs rose so sharply for most 

of the 1980s.
The real impetus to the acceleration in 

medical costs started with a crisis about a 
decade ago - not in costs, as is commonly 
thought, but in the availability of basic 

care.
_At its core was an alarming shortage of 

nurses. Hospitals were desperate. Many 
administrators sent recruiters as far afield 
as Indonesia and the Philippines. The 
crisis was viewed as permanent. After all, 
everyone knew all kinds of reasons why 
young Americans didn't want to be nurses 

anymore.
Then a funny thing happened; the 

market system went to work, and the 
imbalance between supply and demand led

Compare that with the general cost-of-liv­
ing rise for that period of just 45%.

At the same time the nursing shortage 
intensified, there was a shortage of techni­
cians. Major advances in diagnosis and 
rehabilitation generated demand for a 
variety of these professionals, and hospi­
tals and physicians suddenly needed more 
staff in the new arenas of ultrasound. CAT 
scanners, MRIs and cardiac angiography.

to a change. Nursing salaries climbed, 
reaching a point where they were attrac­
tive enough to boost the supply of nurses. 
Enrollments in nursing schools, after a 
long period of decline, started to rise-and 

not an hour too soon.
In 1981 a 150-bed suburban hospital 

where I do consulting used about 286,000 
hours of medical/surgical and critical-care 
nursing, or roughly the equivalent of 143
full-time nurses. In 1991. the hours had 
actually decreased to 281.000, or about 
24 fewer nursing years. Yet the payroll 
for those nursing hours had climbed from 
82 million to $4.5 million. In just 10 years

By Michael Rappeport
President Clinton demonstrated his 

strong desire to increase access to medical 
care and contain health-care costs by 
naming Hillary Clinton to oversee the 
realization of this elusive dream. Indeed, if 
Bill Clinton could have just one wish, he 
might well choose a medical inflation rate 
no higher than the overall inflation rate.

Surprise. Such a wish may well be on 
the way to coming true. In six months 
(April - October 1992), the annualized rise 
in the consumer price index was about 
3.3%, while the medical component of that 
index was up 5.6%. This 2.3-percentage- 
point gap between medical inflation and 
overall inflation is the smallest in years 
and closing steadily. Just a year ago it was 
about 4.3 percentage points, which in turn 
was a major improvement from the mid- 
and late 1980s, when the gaps were regu­
larly five to six points.

A two-percentage-point improvement 
for a single year is nothing to sneer at. In a 
country that spends about three-quarters 
of a trillion dollars yearly on medical costs, 
a two-percentage-point difference 
amounts to more than $15 billion in the first 
year. But the real gains come when the 
rate is compounded. In the four years of a 
presidential term, this would compound to 
more than $150 billion. Even the short-term 
improvement over a few months may 
have been a key reason that spending on 
Medicare and Medicaid in the fourth fiscal 
quarter (July-September 1992) was actu­
ally lower than had been estimated in July. 
Any wonder a decline in medical cost 
inflation ought to be the president's num­

ber one wish?

Cynics may dismiss the narrowing gap 
between medical inflation and overall in­
flation as a statistical aberration. But the 
evidence is that there has been a signifi­
cant change in the forces driving health­
care costs-one that bodes well for the next 
few years. To quantify this change we need 
to clear away some misconceptions as to 

Such high-tech equipment was itself the 
third biggest factor in increased costs. 
This is not so much a classic imbalance in 
supply and demand as a case of what 
happens when something new and better is 

invented. While the total number oL non- x 
diaemnstic surgical procedures on a ner-ca- 
nita basis went down, the number of 

>gxp£nsiji£4_jiigĥ fi£ii__di^oiQsxiC—proce- / 
jinres ner nerson doubled- Likely some I 

were “unneeded defensive medicine,” but J 

this testing did help to lower the death rate ( 
from heart disease for men age 55 to 64 to \ 

slightly more than half of what it was in / 

1960.
Not all medical costs went up so fast. 

One that didn't was doctors' income. Phy­
sicians’ fees aren’t physicians' incomes. 
Lt* l.^_rT'pdi?-n ftnrtrir inrnrnp frnm practice 

rises at a slightly slower rate than.nvpraii 
inflation, while office expenses rise at a 
rate more than double that of inflation.- 
Arid what are the main forces in doc- 

tors' office expenses? Our old friends, 
nursing and technician- salaries and the 

_cost or all that new-fa ogled enuinmenl 

’ ■"'Some good news: Hospital administra­
tors report that the nursing profession now 
attracts and holds people at the same time 
that salaries have stabilized; while re­
placement of the first generation of new 
diagnostic equipment will cost money, J 

much of that equipment is computer- 
based, and each new generation of equip­
ment costs less than the old. Moreover, 
generation two rarely involves an increase 
in personnel. Partly as a result, the num­
ber of technicians in many subfields is 
catching up with demand and the pressure 
for sharp salary increases has abated.

In sum. it is clear that all three 
critical inflationary pressures are vaporiz­
ing. So Mr. Clinton ought to make that one 

wish; it can come true.

I
I
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• Data were converted at US purchasing power equivalents.
b Data arc on a c.i.f. basis.
‘ Data arc for 1984.

12.8

13.1 

-0.2

10.6

-0.2

31.3

39.5

-8.2

1.4

7,260

2.0

/ 
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10.7

12.2 

-1.5

Yugo­
slavia

80.1 

-0.9

7,560

1.5

57.8 

-0.8 

6,420

2.4

17.8

17.9

— 0.1

278.9

0.9

13.5

13.Qb

0.5

31.1

1.545

155.0

131.0

2,062.6.

1.2
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Hultin & Associates, Inc.

President Clinl

uu —199^

To:

From:

Date:

Subject:

155 East Broad Street, 16th Floor 
Phone: 614/464-1234 Ext 111

Columbus, Ohio 43215-3617
Voice Mail: 614/227-8142 Fax: 614/464-2555

□ Sallie Mae has lost $2.4 billion in capitalization in the past two weeks - $1 billion 
in the day after your speech to Congress. These losses are principally in 
institutional portfolios, many of whom manage very substantial pension funds.

□ Because of the urgency of the market's reaction, and the high potential for 
unexpected repeat incidents over the course of the next few months, this idea 
needs to be considered quickly and by the Administration's top people at the 
White House and the Treasury - Rubin and Altman.

□ Corporations, investors, and private capital markets will have a role in your 
Administration. The cratering of a GSE so early in your term will not go 
unnoticed.

□ Although the Administration's proposal on direct lending says that it will be 
phased in and will protect the current $60 billion portfolio, the market is reacting 
negatively.

□ Sallie Mae's CEO, Larry Hough, met with Bo Cutter yesterday about how to 
protect the stockholders' value, counter negative private sector fallout, and 
probably advance the direct loan program. It involves ending Sallie Mae's GSE 
status, basically moving it outside the government.

□ Can you glva Rubin and Altman a dear message that stopping the 
hemorrhaging and finding a solid solution to the problem is what you want 
done?

Jerry M. Hultim-—/

February 19,199y

Student Loan Marketing Association

□ Will you convey to the public now your support for Sallie Mae's immediate 
movement from a GSE to full private operation in light of your decision to 
implement direct lending?
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<Huge Disappointment
from Clinton on Bosnia

A

Cos Anodes ©mes

fter a long and much-publi­
cized review of policy options 
in the Balkans war. President 

Clinton on Wednesday ratified former 
President Bush’s policy and, in fact, 
offered the Serbian aggressors in 
Bosnia the strongest indications yet 
that they need not fear the United 
States. The Clinton Administration 
promises that U.S. ground forces will 
be available for an eventual U.N. 
peacekeeping force in the Balkans, 
but then the Bush Administration had 
never ruled that out What’s the 
difference between the Clinton policy 
and that of Bush? Not much.

Here was the flip-flop. Clinton 
abandoned the range of intermediate 
options that he had favored as a 
candidate, options lying between the 
quagmire of ground war, on the one 
hand, and acquiescence in genocide, 
on the other. The arms embargo on 
Bosnia will not be lifted. The no-fly 
zone will not be enforced. The deten­
tion camps will not be closed, nor will 
the Red Cross be given access to 
them. U.N. relief efforts will not be 
given protection. There will be no air 
strikes against Serb artillery shelling 
Sarajevo nor any air cover for Bosni­
an forces on the ground. And Clinton 
offered a less-than-ringing confirma­
tion of Bush’s commitment of unilat­
eral US. deterrence of a Serb attempt 
at “ethnic cleansing” in Kosovo.

BLOOD AND OIL. Clinton has 
appointed the Bush Administration’s 
NATO ambassador to serve as a 
superfluous third Balkans mediator, 
superfluous because the Administra­
tion now seems to have all but 
endorsed the peace plan of the cur­
rent mediators, Cyrus R. Vance and 
Lord David Owen. The Administra­
tion speaks vaguely of raising the cost 
of war to the Serbs through the trade 
embargo. That embargo, lately being 
enforced with new thoroughness in 
Germany, a major prewar trading 
partner of Serbia and Montenegro, 
could work in the long run if other 
countries were to enforce it with 
comparable rigor. But it is no bar to 
genocide in the short run.

That being the case, the inference

Suddenly Administration sees some good in Vance-Owen
that the disgruntled Muslims of the 
world will draw from the Clinton 
renewal of Bush passivity in the 
Balkans is: No blood for no oil. The 
inference that the Russian right will 
draw is: If the West can’t stop the 
Serbs, it surely can’t stop us. The 
inference that rabid nationalists will 
draw in planning a “final solution” of 
their (fill-in-the-minority) problem 
is, in Elie Wiesel’s words: You can get 
away with it.

The Vance-Owen plan is unen­
forceable. It was reckless for Clinton 
to commit even the 5,000 to 12,000 
U.S. troops that the European media­
tors ask in the doomed effort to 
enforce it But there is every likeli­
hood that negotiations will never 
reach the point of enforcement The 
costs of aggression for the Serbs have 
now gone down, and down with them 
go any remaining Serbian will to even 
temporize with the negotiators.

THE RUSSIAN FACTOR: “Our 
values and interests give us reason to 
help create an international standard 
for the fair treatment of minorities,” 
Secretary of State Warren Christo­
pher said in announcing the Adminis­
tration policy. No partner in the 
creation of that standard will be more 
important than Russia: and for that 
reason, the new U.S. attempt to 
involve Russia in forming a Balkans 
agreement that the Serbs will accept 
is welcome. However, the current 
Russian position contradicts the Ad­
ministration regarding any tightening 
of the trade embargo against Serbia.- 
The Russians ask that the embargo 
now be lifted in view of Serbian 
cooperation with Vance and Owen.

The hour is still early for the 
Clinton Administration; it may come 
to realize that the Vance-Owen plan 
will, most likely, serve one purpose 
only: A problem that Europe, through 
NATO, could have resolved will be 
kicked upstairs to the United Nations, 
where it cannot be resolved but 
where it can and will be entertained 
indefinitely. The Clinton Administra­
tion should want no part of this. 
There is still time to stop the shelling 

and start the true peace.
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linton Advisers Warn of Potentia

r

ASHINGTON—Weighing the prospect of new for- 
W eign policy crises, government advisers to President

T'he warnings from within the new Administration 
1 reflect the views of many outside analysts, who assert

measures.

J Crisis in Cuba

^osAngcics

T'he rejection of Baeza, who was backed by Clinton 
A transition chairman Vernon Jordan and Commerce

■ Foreign policy: The island might join the 
short list of trouble spots, and options are 
studied to minimize aftershocks in the U.S.

head off a crisis. The warnings may force a troublesome 
issue for the Administration, because they raise the 
quesUon of whether Washington should try to unprove 
relations with Cuba—perhaps by lifting the trade and 
tourism embargo—to help ease Cuba’s transition from 
Castro’s rule to another regime.

Some advisers urge such a course, arguing that it might 
strengthen market forces in Cuba and sweep the country 
toward an American-style system.

But improving relations would collide with Clinton's 
campaign promises to conservative Cuban-Americans that 
he would maintain a hard line toward Castro and do 
nothing that could be interpreted as appeasement.

By PAUL RICHTER
TIMES STAFF WRITER

that the economic chaos that has followed the end of Soviet 
aid to Cuba has made the island a powder keg.

The lack of visible opposition may mean little, some 
believe.

“It’s so repressive that there may be no ground between 
what looks like total calm and mass rebellion,” said Susan 
Kaufman Purcell, vice president at the Americas Society in 
New York. “Ten minutes before Romania collapsed 
[former President Nicolae] Ceausescu looked strong.”

Without $4 billion in annual Soviet subsidies. Cuba's 
economy has shrunk 40% in two years; there have been 
widespread shortages of food and fuel, growing inflation 
and the withering of many basic industries. Castro’s 
3-year-old regime has responded with harsh repressive 

measures.
Although the timing of Castro's end is a subject of 

debate, analysts say a change in regime could mean trouble 
for the United States in a variety of ways.

If a military coup or some uprising brings civil war, there 
could be an exodus of as many as 1 million Cubans to the 
United States, some analysts believe. One in 10 Cubans has 
a relative in this country.

For several years, the U.S. military has planned for the 
possibility that a domestic upheaval would trigger a huge 
Cuban exodus. It has plans to house fleeing Cubans in huge 

, refugee camps at the U.S. base on Cuba’s Guantanamo Bay;

Secretary Ronald H. Brown, was considered a measure of 
the strength of the conservative Cuban-American groups. 
Their political backing was important for Clinton in Florida 

and New Jersey.
But more recently, the Administration has given key 

policy jobs to two men who are seen as moderates on Cuba.
One is Peter Tamoff, who as undersecretary of state for 

political affairs has the agency’s No. 3 position. During the 
Jimmy Carter Administration, Tamoff was among the 
officials who went to Cuba seeking, unsuccessfully, some 

kind of normalization.
A second is Richard Feinberg, who this week took a post 

on the National Security Council. Feinberg takes a centrist 
position; he has written that the United States should 
cooperate with Cuba on such issues as anti-drug enforce­
ment, and should work toward a freer exchange of 

information. *

recently, the area has been used to shelter Haitians who 
have fled their country for the United States.

And with Cuba only 90 miles from Florida, the possibility 
of a Cuban military strike by Castro in the waning hours of 
his rule is taken seriously by many experts. In October, 
1991, a defecting Cuban MIG pilot said Castro had told 
Cubans he had laid plans to attack the Turkey Point 

nuclear plant south of Miami.
"You can't rule out the possibility of a military action, 

said Mark Falcoff, a Cuba specialist at the American 
Enterprise InsUtute, a conservative think tank.

Falcoff beheves that the end of Castro's regime could 
create so many problems for the United States that 
policy-makers’ best hope may be for no change in Cuba.

So far, the new Administration has sent out mixed 

signals about its Cuba policy.
Last month, it decided not to nominate Mario Baeza, a 

Cuban-American corporate lawyer in New York, as 
assistant secretary of state for Latin American affairs. 
Conservative Cuban-Americans objected to Baeza on 
grounds that he might be too accommodating to the Castro 

regime.

Clinton are warning that an uprising in Cuba is likely 
during his term and that a number of options should be 
considered to minimize potential aftershocks in this 
country.

Thousands of Cuban-Americans living in Florida might 
quickly rush to involve themselves in an upheaval on the 
island as soon as one begins, say officials who have 
analyzed Cuba’s precarious condition. The U.S. Navy and 
other government agencies could find themselves forced to 
contend with an armed armada of Cuban-Americans 
headed from South Florida to Cuba, or a flood of refugees 
headed the other way.

In an extreme scenario, an embattled President Fidel 
Castro might even react to a perceived threat to his rule by 
lashing out at a South Florida target, perhaps a power 
station or other large facility, one leading government 
analyst said.

Because of these possibilities, which underscore the 
close ties between the two countries, an upheaval in Cuba 
would rapidly become as much a domestic problem as a 
foreign policy dilemma, they say.

Confronting challenges in Bosnia, Somalia, Iraq and 
other hot spots, the new Administration’s foreign policy 
team has been focusing on crises that demand immediate 
attention, hoping Cuba will not boil over soon in a way that 
forces the United States to act

“Too many things are already blowing up,” an Adminis­
tration official said.

But these government advisers warn that Cuba could 
join the short list of foreign-policy trouble spots, and 
believe that thg Administration needs to consider how to 
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Inequality and Its Charms
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Harvard economists who have unfortu-

Al of supply-sider dreams. But the results 
An have somehow been twisted into the view 

that supply-side economics did not work 
because, as a matter of arithmetic, the 

dramatic rise in the income reported by the 
jich had to show up as an increase in the 

share of income received by the rich.
- Most researchers have relied on infor­
mation about income distribution from

(The timing is complicated by the shifts of 
capital-gain realizations from 1986 to 1985 
due to the rise in the capital-gains tax rate 
in 1986.) Similarly, the increase m the 
share of gross income from 1981 to 1985 

reflects the cut in the top tax rate on 
unearned income in the 1981 law.

The strong responses of incomes re-

. (Health and Human Services! has ea- 
‘.gerly returned to its liberal roots.” Dr. 

Shalala. Mr. Pear writes, "is 

remain mysterious to outside observers, 
and their corrections for changes m fam- 

11 V ~<3M«V vvn*j<w—--- --------
calculations imply that a family with a

Daniel Feenberg and James Poterba ( In­
come Inequality and the Incomes of Very 
High Income Taxpayers: Evidence from 
Tax Returns." National Bureau of Eco­
nomic Research working paper no. 4229. 
December 1992), who studied the behavior 
of the 0.5% of taxpayers with the highest 
adjusted gross incomes. In 1990, this group 
consisted of the 564,000 tax returns with 

incomes in excess of S258.000. 
The chart shows the share of this rich 

group from 1951 to 1990 in the nation’s 
totals of wage income and of a broader 
income measure, the aggregate of ad- 
justed gross incomes from the tax returns. 
For wages, the share rose from its low 
point of 2.5% in 1970 to 4.3% in 1986, jumped 
to 6.2% in 1988. and then changed little 
through 1990. For gross income, the share 
grew from a trough of 5.3% in 1973 to 6.0% 
in 1981. 7.8% in 1985,9.2% in 1986. and 12.0% 
in 1988, before falling to 10.9% in 1990. 

One conclusion is that the recent in- 
crease in the share of the very rich shows 
up in wage income, as well as in other 
forms of income, such as interest, divi­
dends and capital gams. The key finding, 
however, is the response to changes in tax 

policy.
The dramatic increase in the rich 

group s share of wages from 1986 to 1988 
appears to be a response to the 1986 tax 

law, which sharply lowered the top mar 
ginal tax rate on earned income. The rich 
reported a lot more income in the form of 
taxable wages, although it is not yet clear 

nately accepted government employ- how the extra amount divided up between

Larger Share of the Wealth 
The share ot the richest t/2% of taxpayers in the 

aaoreqate gross income (wages plus other income) 

ore* sharpry after the 1981 and 1986 tax retorms. , 

The share ot the ncheet 1/2% of taxpayers natl0fl 6 

wage income grew sharply after the 1986 ax reform

V

rates at the top, as urged by President 

tax rates wouid induce the rich to report 

enough less income so that the taxes 
paid by this group would fall. Although 
measured inequality would decline, this 
soaking of the rich would not benefit the 
-----------unless the poor would feel better
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s ported by the rich after the 1981 law and in and 7.0% in 1988. while that of the highest
11 wage and non-wage income reported by 20% rose from 36.9% to 39.2% and 41.1%.

them after the 1986 law. Thus, in the 1980s, the share of the richest

® Supply-Sider Dreams one-fifth grew by about two percen ag ----- tQ tax.rate changes
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istration even looked probable in the 
early 1970s. is an increase in the spread 
between the wages of skilled and unskilled 
workers. In the 1980s. for example, the 

wages of highly educated workers rose 
sharply relative to those of less educated 

workers. This changing wage pattern re­
flects technological advances, including 
the proliferation of computers, that make 
worker skill more important in the produc­

tion process.
In other words, economic forces are at 

work that governments cannot and should 
not seek to control. A useful governmental 
role in this area might involve improved 
access to education and training, not ef­
forts to redistribute income or policies like 
trade protection that would retard the 

spread of new technologies.
The second development is a sharp 

increase in the share of income received by 
the richest individuals. Recent research

For the richest taxpayers, what mat- (
ters is the marginal tax rate at the top. Spcilull,6
This rate was lowered on unearned income the least spending, the next zir/c. ana 
by the 1981 law and on earned and un-

■i earned income (other than capital gains)
- by the 1986 law. The response was a

By Robert J. Bakro
During the presidential campaign a

?he rich in total income had grown rapidly, 

while that of the poor had decl}^; 

outcomes were ■

1989. In addition, the increase in the share

greater, about three percentage points, 
compared with the even larger value of 
4 % percentage points reported by the CBO. 
Thus, in relation to the more reasonable 
values computed by Messrs. Cutler and 
Katz, the CBO procedure more than dou-
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THE NEW .

More Military Muscle,Not Less
»

By William E. Odom

B
I

o

I

William E. Odom, who headed the 
National Security Agency from 1985 
to 1988, is director of national securi­
ty studies at the Hudson Institute.

without the new world order George 
Bush promised but failed to create. 
Bill Clinton must do that first

First, the President must convince 
us that world order does not spring up 
organically, that it is made by the 
major powers. Because the big pow­
ers failed at Versailles in 1919, war 
resumed in 1939. With less tidy diplo­
macy at Potsdam in 1945, they pro­
duced a longer peace. Why? After

__________________ L-i^J-ist^.Xsia. 
That requirts new thinking about old 

institutions. They dealt not only with 
the Communist military threat but 
also with the emergence of German 

and Japanese power.
Just because Germany and Japan 

are liberal democracies does not 
mean they are less important. They 
have proved critical for the construc­
tion of a new international system. 
After the Korean War, America's 
strong military ties with Germany 
and Japan meant peace in Europe 
and northeast Asia.

If there is to be a new world order, 
the U.S.-German tie in NATO and the 
U.S.-Japanese security alliance will 
be the cornerstones. That is primary. 

President Clinton’s first order of 
business is adapting those alliances

t

Bush failed at a 
new world order.

Clinton can’t.

1 rew.
Outside of these three strategic 

zones — Europe to the Urals, north­
eastern Asia and the Middle Easi — 
wars are under way and others will 
arise, but America should stand aside 
in virtually all of them. The moral 
impulse to enter, as in Somalia, will 
not serve the larger moral good if it 
weakens the larger world order 

(Places where moral and strategic 
reasons overlap deserve first prion 
ty. and that means Korea and East­
ern Europe before Africa. Southeast 
Asia and South America.

Revitalized Western alllance^ 
would give the economic prospentx 
President Clinton seeks a chance. Re­
form of international economic insti 
tutions would be more feasible. Oth 
erwise, the outlook will remain grim 
The resources to deal with other cen­
tral issues will not be available Z

Eijc Ijork Euncs
; FEBRUARV J 7, 1993

foryes there They understand* the 
unsettling reahgwmerrTs- thaj_ could

verse it. But what?
Helping Russia is important So are 

peace in the Middle East, human 
rights everywhere, environmental- 

I ism, health and population control. 
I These goals, however, are secondary 
I because none is likely to be realized

Washington
------------- ill Clinton won the elec­

tion with poetry about 
the economy. Now 
comes his policy prose: 

I raise taxes before 

-------------- spending cuts are as-
ired, drift toward protectionism and 
it defense inordinately as wars pro- 
ferate and world order declines. 
But he needs a new slogan — "Guns 

nd butter, stupid!”
America cannot solve its problems 

t home unless it meets key chai- I 
■nges abroad. Interdependent econo- 
lies require security if they are to 
icrease the production of butter, 
uns are merely an overhead cost 
Our economy is highly interdepen- 

ent with those of Europe and East 
sia. International prosperity re- 
uires international governance, not 
jst national competitiveness. Post- 
zar economic growth was possible 
ecause of the umbrella of U.S.-led I 

nilitary alliances, which allowed un- 
recedented cooperation through

World War I, America stood high on 
principle but short on military power. 
After World War II, it stood on princi­
ple but added military power.

The first step in building a new 
order is the revitalization of our old 
alliances in Eurtf

Most international security organi- 
ations are weakening. The collapse 
if the Warsaw Pact inspires doubts 
ibout NATO's utility and the wisdom 
if keeping U.S. forces in Japan and , 
>outh Korea. The United Nations is * 1 

lending under the weight of too many 
•hallenges while its agencies become 
>ork-barrel bureaucracies rather 
han problem-solvers.

The General Agreement on Tariffs 
and Trade is shaky, and the European 
Community has slammed the brakes 
on its drive toward unification. The 
World Bank shows confusion about its 
purpose, while the International Mon­
etary Fund deals out medicine that 
cures too few patients.

The end of the cold war has made 
he world safe for regional wars and 
not just in the third world. Eastern 
Europe and the former Soviet Union 
nave several wars today and expect 
more tomorrow. The arms trade will 
remain a growth stock, despite non­
proliferation efforts. The spread of 
wars has less to do with the spread of 
arms than with the weakening of in­
ternational institutions.

Optimism about the spread of de­
mocracy, inspired by the large in­
crease of elected governments, is no 
longer justified. This trend is likely to 
abate, perhaps reverse, for a time. 
Stable democracy requires political 
order, and political order is declining 
— unless something is done to re-

^^^^^ur security ties to Japan 

K and South Korea will
K ■be taxed by the even
■ ■ tual reunification o>

Korea, Taiwan-Chr 
nese tensions and Chi­

nese-Japanese competition Every 
country in northeast Asia but North 
Korea awaiis ri,o!nl, s

to the new realities. If he can, ade
quate coalitions can be formed tc
keep a balance of power in the Middle
East and southwest Asia.

Saddam Hussein and George Bush
made a mess in southwest Asia. After
Saddam Hussein invaded Kuwait,
President Bush had the choice of go­
ing to war with Iraq and destabilizing
the region or defending Saudi Arabia
indefinitely to maintain a power bal­
ance. In choosing war, he could still
have restored stability by occupying
Iraq indefinitely.

Mr. Clinton would be wise to re­
solve Mr. Bush's dilemma by resum­
ing the defensive, allowing Saddam ___ __ ___
Hussein to regain control of aii of__assurance tha£ he will keep U.S. 
Iraq. This would ne painful, bui the
alternative is to invade and rule Iraq.

A permanent U.S.-militarV-m ound
andair presence-in Saudi Arabia jind

JCuwaitlsessentiaMoradurabte/e-

^^S£a]33^E^^When bauai Araoia
and Kuwait become sufficiently
frightened to accept this. President
Clinton should move at once.

NATO must fill the security vac­
uum in Eastern Europe. Il would 
have to accept some Eastern Euro­
pean countries as members and 
should consider a large-scale long­
term intervention in Yugoslavia. 
Lesser measures will not stop the 

j inexorable drift toward an interna- 
I tiona) conflict Secretary of State 

Warren Christopher's compelling as­
sessment of the crisis thgro
sending IQ NATO dlYlSipps. Yet he 
sent only one ambassador, Reginald 
Bartholomew.

Western influence in the former 
Soviet Union is limited. NATO cannot 
fill the security vacuum there, and 
U.S. nagging of Russia will eventually 
backfire. Although thev deserve help, 
the Russians must help ihpmtp^vpt 
first. American guidance and largess 
willTioi'suffice.

Still. Russia deserves special atten­
tion. It has the first real chance in its 
history to break its pattern of autoc­
racy. All Western economic and polit­
ical institutions must be open to the 
Russians, and their participation with 
NATO in some aspects of security in 

> Eastern Europe can be useful. Inter­
vention in Yugoslavia should include 
Russian forces but in a way mat does 
not pit them directly against their 
friends the Serbians.
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that her pro-environment positions as a public of- 

tice representing firms accused of toxic pollution in 

Washington state.
—Al Kamen

a™1 '•an*
_&thibtr number oneTAnew General Accounl

> ■"Office renort on the loss of $120,000 in gov< 

( ment pi
I ates in I
^-^Jlusj

for mismanaging the agency that preserves govern­

mental records.
A transition team report had urged Clinton to

mind-boggling 

reaucracy; a 
world of Walt Disney

informs Congress why

he is doing so.
billions. Two names are being

We’re also talking floated as replacements:
bu- Princeton University historian Stanley M. Katz and 

bizarre Larry J. Hackman, director of the New York State 

Archives and Records Administration.
It is not clear when a successor will be chosen.

On the International Front
I Rufus Yerxa, U.S. ambassador to the General 

Agreement on Tariffs and Trade (GATT) negoti­

ations and formerly senior trade counsel on the 

House Ways and Means

Committee, is to remain
a deputy to U.S. Trade
Representative Mickey

Office report on the loss of $120,000 in govern­
ment property at the U.S. Embassy and consul­

ates in Mexico in 1990 and 1991. 
is is not paper clips but “autamaU-*!ju(a pnn>

essing equipment... shieiiaers and other security
items ... typewriters ..." and household items
“such as lamps, lawn furniture, vacuum cleaners,

stereo equipment and refrigerators."

eluded the records were in such bad shape there

was no way to figure out what happened.
“It is sad that so much property is lost, or un­

accounted for, and we feel that those responsible
should pay,” embassy officials emphatically noted

in a late 1991 report. “Unfortunately, we have no
choice but to sweep it under the rug. Even the
record of who is responsible is obscured.... We

hope that there has been no theft or malfeasance,
but... it is the easiest explanation for so great a

loss.”
The GAO report also concluded embassy cashier

operations, which routinely handle $15 million a
year, were essentially out of control. Ambassador
John Negroponte certified that improvements had
been made, the report said, but some measures had
not been fully implemented and the situation is still
not resolved. “Management oversight is lacking,”

the report said.

ture to the nine consular posts throughout Mexico, watchdog groups for running the massive weapons

This week’s list of possible nominees floated to be 

are not sent trom Mexico vny or wucmci uivoc assistant secretary ior envuuiuiicui, omeu, 
sent are never heard from. health includes: New Mexico state legislator Gary

One auditor noted in a late 1991 report before King, son of Gov. Bruce King, and Seattle lawyer
setting out: “As I said, I have a bad feeling about Lynda Brothers.

what is lurking out there.”

Candidates in Line to Replace Archivist
■ Potential successors to national nroiuviai wu ”.
Wilson were lining up long before the embattled
Wilson threw in the towel last Friday. Wilson had

aries and perks.
But wait till he tries to do something about bu­

reaucratic waste,
v fraud and abuse.

focus on Wilson’s stew- 
__________ w ardship. The job does not

White House staff sal- carry a fixed term and is
supposed to be filled 

• . without regard to poli-

'reaucratic waste, tics, although the pres-
fraud and abuse, ident can remove the

: Now we’re talking incumbent provided he

real money—count­
less millions, even

Embassy officials, Kantor and will be based

in Washington. Washing­
ton attorney Ira 

Shapiro, a former aide to
Sen. John D. “Jay”
Rockefeller IV (D-

W.Va.), will be general 

counsel to Kantor. 
Rick Inderfurth, for­

mer ABC News Moscow

Bureau chief is in line to 
be named deputy to U.N. 
Ambassador Madeleine
K. Albright. Inderfurth
used to work for Albright at the National Security 

Council in the Carter adminisUation.

Opposition to Energy Candidates
 ■ Like bubbles in a tank of waste, the names of peo-

Embassy auditors are supposed to regularly ven- pie opposed by environmental activists and citizen

Some posts are rarely visited, the GAO report said, plant cleanup at Energy keep coming to the surface,
but it was not clear whether that is because auditors :__r * ’ *- *~

not sent from Mexico City or whether those assistant secretary for environment, safety and

The Case of the Missing... Refrigerators?
resident Clinton may think he’s making head-

wav in cutting the government by saving a 

One auditor noted in a late 1991 report before Kingi

The rap on King is that his law clients include 

firms that have Energy Department contracts at 
some of the facilities involved in the $6 billion-a-
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Clinton and the GOP Options
AE.J. Dionne

What’s a Republican to Do? The Party Needs a Plan.
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tempting approach will be to hit Clinton on 
taxes and oppose anything he puts for­
ward. You might say that’* opportunistic, 
but given how little power Republicans 
have, they have every right to seize what 
few opportunities they are handed.

(V\

r5 ■

Coming up with an economic plan has not 
been easy for President Clinton. Responding 
to it will be no easier for the Republicans.

Republicans will no doubt have fun bash­
ing Clinton for his tax increases—and for 
failing to do as much for the middle class as 
he promised in his campaign.

That's where the easy part stops. While 
divisions in the party over social issues 
such as abortion get the most publicity, the 
GOP is equally split over economic policy, 
something former President Bush learned 
in painful ways. The Republican Party 
formally bought into supply-side economics 
with the large tax cuts of the early Reagan 
years, but for many in the party, conver­
sion was only skin deep.

Indeed the fiercest battles during the 
Bush administration were not between 
Bush and Congressional Democrats, but 
among Republicans: say, Senate Republi­
can Leader Bob Dole vs. House Whip Newt 
Gingrich, and Bush’s Budget Director 
Richard Darman vs. just about every con­
servative ideologue in Washington. This 
split helped Clinton in the 1992 campaign, 
and it may yet help him win support for his 

program.
In the meantime, Clinton and his lieu­

tenants have already signaled that they 
plan to put Republicans on the defensive 
right from the start. Any pain in the 
president's economic package, they will 
argue, is there because Ronald Reagan and 
George Bush ran up such big deficits.

What’s a Republican to do? The most

umilar Hnlp andDomenri’s 
r

some Draconian cuts elsewhere in the 
budget.

Heritage is willing to accept that and 
complicates its own task even more by 
proposing two additional tax cuts: the old 
conyrvative sta~<Ku /J » rpHiwiinn in-the

And at least some defenders of the _J
supply-side creed are still willing to make
the case that not all tax cute have to be
matched by spending cuts. Sure that's '
passe, and maybe it’s dangerous. But I bet 1
that former representative Vin Weber will 1

somehow manage to make himself sound
quite intelligent when he argues that
there’s nothing wrong with supply-side '
economics that more supply side econom- 1

ics can’t cure.
Most Republicans will prefer what you (

might call the modified, limited hang-out j
route. They will insist that some sort of
vague ceiling on spending—say the old
Gramm-Rudman targets—will be enough
to justify the tax cuts they want to propose
or at least prevent Clinton’s tax increases. .
But the conservative Heritage Foundation ,
is putting out an even farther-reaching ,
version of that approach this week. ,

The Heritage proposal calls for a 2 i
percent limit on the growth of all domes­
tic spending. Doesn’t sound like much, j

does it? Except when you consider that <
inflation in health costs and the normal <
increase in Social Security payments will
gobble up so much money that this mod- <
est-sounding idea would in fact require ,

ulus package. In other words, they could 
end up being real players—if they choose 
to be and if the Democrats think they 

need bipartisan cover.
Given how similar his views are to 

Dole’s, it might be tempting for Panetta 
to bring the Republicans in. But Clinton 
himself may end up being better off if he 
and hia party take full responsibility for 
the package, pain and all. The Republi­
cans could never get their act together on 
the deficit when they held the White 
House because they could never reach 
agreement among themselves. It would 
lw irrtni/- if Clinlnn hrnkcred even a limit-

a.

Iw.ir^w ifriin.nm ---------
pA huHgHt nence where both Reagan TiTd

:. which is essentially a 
version of Clinton's old middle-class tax 
cut. Will any conservative Republicans be 
radical enough to stand up for the Heri­
tage plan? Rep. John Kasich, the ranking 
Republican on the budget committee, is 
talking about putting together an alterna­
tive Republican budget to Clinton's that 
might end up looking a bit like Heritage’s. 
I hope he does this. Among other things, 
an alternative budget with really deep 
cuts would make clear the extent of the 
mess we’re actually in.

There is finally a fourth approach, which 
would involve some Republican cooperation 
with Clinton in getting the deficit down. 
And there are two Republican leaders, Dole 
and Sen. Pete Domemci, who have a suffi­
ciently candid track record on the deficit 
problem that they might be able to get 
away with bipartisanship. If you go through 
old clippings on the deficit from the Reagan 
and Bush years, one of the most striking 
findingn in hmu ni ' ' "

those of Clininn’q h^ri 
disMtauX ~

Dole and Domenici have already staked 
out some differences with Clinton by 
opposing the president’s $31 billion stim­

V.
bi:>1
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Al to Bill:
A Few Tips

On the Recovery

Albert Casey

Potomac Watch

By Paul A. Gigot
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that "I personally think the idea of less 
l^jovemment and fewer appendages is bet-
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ter than more government.”
That’s one good way to look at it. 

Another is this: If the Clinton team is going 
to raise as many taxes and impose as many 
mandates as they’re now advertising, they 
are going to need Al Casey’s wisdom a lot 
more than he’ll need theirs.

RTC was "the elephant in the bath tub" 
during the recent recession. It exacerbated 
the plunge in housing prices that made 
millions of Americans feel poorer, thus 
causing them to spend and invest less. 
The RTC’s going-out-of-business sale 
amounts to a step out of the tub, helping to 
reverse that housing deflation.

“They get a nine out of 10 in the way 
they’ve pulled it off, especially in the last 
year," says Mr. Rutledge. Since the White 
House and Congress have so far earned a 
zero out of 10 on economic policy, maybe 
we should call this the Casey Recovery.

Of course, this success has attracted 
political predators. Sen. Donald Riegle 
(D., Mich.) may hold hearings soon to 
scream that someone, somewhere made a 
profit from the RTC. (Mr. Riegle, who was 
Charlie Keating’s pal, is to S&L propriety 
what Madonna is to chastity.)

"There will be very good deals,” replies 
Mr. Casey, who is sometimes called the 
Terminator. And some investors will "get 
rich rewards. But as far as I’m concerned, 
they’re the ones who charged out and did 
it, took the risk before the market 
turned.”

In some cities no one has had a clue 
about a perfect sales price, he adds, be­
cause “there was no market.” In any case, 
the attraction of a profit helps lure more 
investors and thus bids up RTC prices, 
yielding even more for taxpayers.

Such capitalist nuances elude some of 
Washington’s dimmer bulbs (such as Min­
nesota Rep. Bruce Vento). They want to 
fire Mr. Casey immediately but keep the 
RTC around forever as a federal “liquida­
tor."

“That’s gonna be holy hell," says Mr. 
Casey, who at 72 years old has nothing to 
lose from candor. The feds already have a 
liquidator, the General Services Adminis­
tration. If the RTC
also gets into the
act, Mr. Casey says, 
"that means we are 
going to keep a
whole bureaucracy 
here - personnel,
law, government re­
lations, even public 
relations. We don’t 
need all that.”

The Casey rec­
ord, as good as it is, 
has a few smirches 
that even he’ll ac­
knowledge. “We’re 
up to 81,000 lawsuits. I think that’s ob­
scene,” he says, accurately describing the 
RTC’s legal mayhem.

These suits are supposed to exact 
revenge from S&L offenders, but many 
also terrorize innocents and make it 
harder to attract new market players. Of 
course if Mr. Casey ever asked his lawyers 
to ease up. the Ventos and Riegles would 
only raise more unholy hell.

Similar congressional spite has already 
slowed down RTC sales by blocking the $25 
billion more that the RTC needs to finish 
its job. That money would run the total cost 
of the S&L bailout to some $110 billion 
(excluding interest). As nauseating as that 
is. it s lower than the $160 billion once 
predicted, and lower than it will be if 
Congress stalls some more.

The Clinton administration says it 
wants to reform government, so letting the 
ftTC go out of business would seem a 

natural. The danger is that it will lose its 
nerve amid the congressional grandstand­
ing. Roger Altman, the deputy Treasury 
secretary, says the matter is being stud­
ied. but does add the hopeful observation 

An iron law of Washington is that if you 
build it, they will come - and stay forever. 
Which is why American taxpayers, and 
especially President Clinton, should thank 

Albert Casey.
For 15 months Mr. Casey has been 

president and chief executive of the Reso­
lution Trust Corp. (RTC). the federal sal­
vage yard for savings and loans. His mis­
sion implausible has been to manage the 
biggest sale (some $323 billion so far) of 
real estate and financial assets from public 
to private hands since West Germany 
swallowed the east. He’s one of those 
Washingtonians whose obscurity is a vir­
tue because it represents a debacle 

averted.
Mr. Casey has done this task well 

enough, which is to say fast enough, that 
he may work himself and as many as 6,700 
co-workers out of jobs by the end of this 
year. In the process he has helped to 
lift the U.S. economy from recession. And 
he has given Mr. Clinton a lesson in how to 
"reinvent government" the old-fashioned 
way-by doing away with it.

“My proposal is to put this agency out 
of business by Dec. 31,” averred the feisty, 
often profane former airline executive in 
an interview this week. ‘That’ll be three 
years ahead of plan." He made his pitch 
this week to the Clinton Treasury, which 
doesn’t yet seem to appreciate the RTC’s 
contribution to its own economic for­

tunes.
No less an oracle than Alan Greenspan, 

the Federal Reserve chairman, has cited 
the RTC for helping to “liquefy” U.S. 
real-estate markets. That’s Fed-speak for 
selling assets that “overhang” local real­
estate markets like a threat. Once the 
threat lifts, so does uncertainty. Private 
investors and lenders are then more will­
ing to put their own money at risk.

This has eased the notorious “credit 
crunch” that Mr. Clinton has himself as­
sailed. Economist John Rutledge says the
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Robert J. Samuelson

Gutting Tax Reform

was also another way to prevent a big -V 
rate increase. He could have pro- ’ 

posed broadening the tax base for ev­
eryone—for example, by limiting the 
value of all itemized deductions—and 
then lowering tax rates for all but the 

richest. This, too, would have con- j 
centrated the tax increase on the / 

^wealthy. ’
^T^^a^toseewlw^flloiMsffi 
defending the WHU law. It was never 

popular among congressional Demo­
crats, even though a few Democrats 
(notably Sen. Bill Bradley of New Jer­
sey) were among its main architects. 

The symbolism of raising top tax 
rates—an oft-made campaign 
pledge—is more compelling than 
ending many obscure tax breaks. 
Moreover, each of these tax breaks 
has powerful protective lobbies. Clin- 

■ •«! 

arouse much opposition. Why pick 

more fights?
The answer is simple: Because it’s 

good government.
After the 1986 law, taxpayer com­

pliance rose. When tax rates drop, 
the rewards of cheating or of shelter­
ing income drop. Fewer deductions 

mean fewer opportunities to over­
state deductions. Between 1984 and
1988, the compliance rate for individ­
uals (the share of taxes owed paid 

voluntarily) rose from 80 to 82.5 per­
cent, says the Internal Revenue Ser­
vice. That’s more than $10 billion. A 

study by Daniel Feenberg and James 
Poterba for the National Bureau of 

Economic Research found a surge in 
reported income by the wealthy after 
the 1986 law. Low rates reduced the 

“incentives to defer taxable income, 
to transform income into untaxed 

fringe benefits and to engage in... 

tax avoidance.”
Clinton recently complained that 

the wealthy see “the tax code as a ta­
ble game to be won." Actually, this 

game was slowing down. Now, he s 
ma t •  1 ——

the accountants, lawyers and lobby­

ists.

local industrial development to ports.
Wealthy investors cut taxes by buy­

ing the bonds. Limiting the tax ex­
emption to bonds used for true gov­
ernment projects would raise about

$1 billion annually.
Clinton will reportedly endorse _ .

some proposals like these. But he oh- speed™ hup. The tag«.m»«are 

viously hasn t adopted enough of
them to avoid higher rates. There

selective preferences, he sanctions a
new quest for tax breaks. The pro-
cess is corrupt, because one person’s

justifiable incentive is another per­
son’s ugly loophole. The more some
groups get breaks, the more all
groups want them. Tax breaks ----------
spread, creating pressure to raise top finance public projects, such as 
tax rates. All this feeds cynicism and schools and roads. But the bonds are 
unproductive work: tax avoidance and also used to finance everything from 

lobbying for new breaks. It’s a boon
for lawyers, accountants and lobby­

ists.
What’s at issue is how government

taxes—not the need for new taxes or
Clinton's commitment to tax the rich.
Budget deficits can’t be cut without
higher taxes. The wealthy can afford
to pay (in the campaign, Clinton said

the higher tax rates would apply to

Every so often, the president and 
Congress do the right thing. They did 

just that when they passed the 1986 

tax reform. It lowered the top income 
tax rate for individuals from 50 per­
cent to 28 percent and broadened the 
tax base by reducing the number of 
deductions and credits. The idea was 
that government should stop dispens­

ing tax breaks as political favors and 4 
economic “incentives." President M 

Clinton is about to gut the reform. W
His major income tax proposals— W 

to be outlined in tonight’s congres- 1 
sional address—repudiate the 1986 
law. By all reports, Clinton would 

raise the top tax rate from 31 per­
cent to 36 percent for individuals (it 
was increased from 28 percent in 
1990) and from 34 percent to 36 per­
cent for corporations. At the same 
time, Clinton wants Congress to pass 
new tax incentives: a tax credit for 
business investment; a cut in the tax 
on "capital gains” (stock profits) on in­
vestments in small companies.

Rhetorically, Clinton’s program 
sounds fine. It’s one part populism 
(soak the rich) and one part economic 
engineering (reward those, mainly 
the rich, who do government’s bid 
ding). But the second part of this for­

mula is precisely the expansive tax 
philosophy that was rejected—cor­
rectly—in 1986, because it is pre­
sumptuous in theory and corrupt in 

practice.
Presidents and governments don’t 

know enough (nor does anyone) to or­
chestrate economic growth through 
customized tax breaks. Every incen­
tive invokes a worthy cause, but al­

most all have unintended consequenc­
es—often undesirable. The business 
investment incentives of the 1981 tax 
law helped create a glut of office 
buildings. Clinton's capital gams 
break, modeled on a proposal by Sen. 

Dale Bumpers (D-Ark.), aims to steer 
money to small companies in indus­
tries such as electronics and biotech­
nology. But these industries aren’t 
uniquely deserving, and even if they
were, they are doing okay without 

special help.
It is naive to think Clinton’s pro­

posals, if enacted, would constitute

refonn. By embracing high rates and

cent down payment. In 1990, only 

about 1.4 million taxpayers (5 per­
cent) had deductions exceeding these 

amounts.
■ Limit tax-exempt state and local 

bonds. These bonds are intended to

couples with incomes of more than /

$200,000), and politics demand that I
they be seen to pay. Otherwise, the /
“sacrifice" demanded of others (hight

er taxes, lower benefits) will seem 1

“unfair." I
The practical question is whether \

these ends could be met without rais-y
ing tax rates. They could. The Con­
gressional Budget Office publishes a
long list of policies that would reduce

the deficits. Consider some tax pro­
posals on CBO’s 1993 list:
■ Tax capital gains at death. Profits

on stocks or other investments es­
cape taxation when an investor dies.
The investments go to the heirs at
the current market value, not the
original purchase price. Taxing prof­
its when the investor dies would raise
about $7 billion annually. The impact — r- . ......
would fall mainly on the wealthy. The ton

richest 0.5 percent of Americans own
roughly half of all individually held

stock.
■ Curb the mortgage interest-rate
deduction. Limiting this deduction to
$12,000 for a single taxpayer and

$20,000 for a couple would raise
about $4 billion annually. Again, the

posaxs, U _________________ ______ burden would fall o^PPe;-i"comet
only , Med unraveling ol the M A » 0.000 dedueuo nt

$310,000 home, assuming a 20 per-
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Informed Retirees Back Entitlement Cuts
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“I will receive my first Social Security 
check next month. While I am not wealthy, 
my income will cause me to pay taxes on 
50% of my Social Security benefit. My 
feeling is that anyone who receives Social 
Security should be taxed on their total 
income. ... The AARP and other senior 
action groups cannot be allowed to fiscally 
destroy our country!" Joe A. Stephens Jr., 
Grand Marais, Minn.

"We cannot begin to deal with the 
two-headed monster of poverty and racial 
division that is destroying the soul of this 
nation until we deal with the deficit. And 
we cannot deal with the deficit unless we 
address spending on entitlements." Lois 
Snyder, Philadelphia.

Perhaps if voters are informed, dealing 
with entitlements need not be a "death 
wish.”
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Other 
entitlements 31.8%

• When Social Security began, seniors 
were the poorest Americans. Today, they 
are the wealthiest age groum About 170
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Editor

Daniel Henninger 
Deputy Editor 
Editorial Page

By John Stossel
Sunday, as I listened to senators deride 

Leon Panetta's proposed Social Security 
cuts as a "death wish" to be forgot­
ten “right now." I wondered if voters, once 
informed, would be as resistant as the 

senators fear.
Last fall, ABC's "20/20" assembled a 

group of 50 affluent seniors from a retire­
ment community in Maryland, saying we 
wanted to interview them about the defi­
cit. Initially most said that while they did 
want the deficit reduced, Social Security 
and Medicare should never be touched. 
Social Security was “an insurance policy” 
they said, they 'd paid their dues, and now 
deserved their "entitlement."

A 75-year-old man said: "ITl never 
forget when it started ... the first week 
they took 60 cents out of my salary. And

that you can have everything you want and 
never pay. I mean, that's been a popular 
theme for the past 12 years. And there is no 
Santa Claus, and we’re going to have to 
take a look at the entire budget. And I’m 
not saying entitlements shouldn’t be part 

of it.”
I broadcast this report with trepidation. 

Would viewers lurch for their remote con­
trols to avoid talk of deficits? They didn’t. 
And more than a thousand people wrote us. 
There were plenty of angry letters - even 

threats:
“Stossel will pay a very dear price the 

next time around.. .. He’s putting his life 

on the line.” Unsigned.
But from people who absorbed the 

statistics the response was encouraging:
"Thanks for showing the truth. People 

need to know. Entitlements are going to 
ruin us unless people get excited about 
this." Kathy Taylor. Scottsdale, Ariz.

"Looks as though AARP would rather 
the country go down the drain than 

tell its members the truth about problems 
with the trust fund. And 1 belong to that 
organization.” Judith McAloon, Spring­
field. Va.

Paul E. Steiger 
Managing Editor

Byron E. Calame 
Deputy Managing Editor

never going ... to give any of it back!” 
Most of the seniors said they would never 
live long enough to recover the money 
they’d paid in. Some thought they’d be 
paid back only if they lived another 30 

years.
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Then we gave them some facts from the 
Congressional Research Service and the 
Congressional Budget Office:

• They paid in less than they thought. 
Those who retired 10 years ago (most of 
this group) had recovered everything they 
paid in, plus interest, three years after 
retirement. In essence, since then, they

j had been collecting welfare.
I •When the Roosevelt administration 

' created Social Security, life expecUncy 
was less then 60 years. By 1940, it reached 
only 63 years. In other words, when Social 
Security guarantees were made, it was 
expected that most Americans wouldn’t 
collect anything. Now the average life span 

is 75 years, and rising.
• Yes, Social Security is “in surplus” 

now, but only because of the baby boom. 
When the baby-boom generation retires, it 
will require huge tax increases or payment 
cuts to keep Social Security and Medicare 

going.

we could help some of the children. "
Then I interviewed Horace Deets, presi­

dent of the Amencan Association of Re­
tired Persons, and was surprised to hear 
that even the senior lobby may be willing 

to compromise.
Horace Deete: "Listen, we re not the 

people who are giving over the belief

entitlements grew by more than 6% a year; 
the economy, by 2.7% a year.

Once the seniors heard this, attitudes 

changed:
20/20: "Are you willing to turn some 

of the money down?"
Elderly man: "Why not? I mean, good 

heavens, I've got enough."
Elderly woman: "If there are those that 

are more needy, I would be more than 
willing to give. I want this country to be 

where it should be.”
Another woman: “I would definitely 

give back part of my Social Security . . . if

A Big Piece of the Pie
U.S. budget in percentages

Killian in Medicare and Social Security 
p-nes tn households with casn.jnqjrnes 
'exceeding fau.oou a yeah ineOffice of 
"Management and Bbdget says that fiscal 

1992 entitlements were 52.8% of the total 
budget; Social Security costs accounted for 
21 of those percentage pointe, a big chunk 
of the entitlements slice of the pie.

• Only entitlements are big enough to 
make a difference. Furthermore, largely 
because of Medicare, entitlements are the 
fastest growing slice of the pie. In the two 
decades before 1990, real spending on
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