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06/23/93DATE:

GEORGE STEPHANOPOULOS
NOTE FOR:

□XInformation

□Action

Thank you.

cc:

J

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:

I
I

0I
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THE WHITE HOUSE

WASHINGTON

June 22, 1993
ACTION

MEMORANDUM FOR THE PRESIDENT

FROM:

TCI

SUBJECT: Paying for Peacekeeping

Purpose
- A.

ANTHONY LAK 
LEON PANETTA

DECLASSIFIED
E.0.13526

White House Guideline, September 11,2006 
By NARA. Date-5b</18

THE PRES!»I;HAS SEEN

&

^3 'JH22 a9;o7

I -
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06/24/93DATE:

TO:

!

%

The attached has been forwarded 
to the President.

THE WHITE HOUSE

WASHINGTON

GEORGE STEPHANOPOULOS
DAVID GERGEN

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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June 24, 1993

MR.

-treat11?’ l-ders
une u.s. m »nvQMk_

cc:: oGae:irGesr^-°poU10s

PRESIDENT:

The followin' 
explore the 
scheduling

9 seeks approval to
Possibility of

19. I would also
to.be ^ewed

November 
note that this 

summits" 119ht of NAT°

J6hn Podesta

u.b. m November. 

noterS^^t Mjrcia _ «ho

I Would also

and Russian
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THE WHITE HOUSE

WASHINGTON

June 19, 1993

ACTION

FOR THE PRESIDENTMEMORANDUM

ANTHONYFROM:

Asia Pacific Economic Cooperation (APEC)SUBJECT:

By NARA, Date

DECLASSIFIED 
E.0.13526

White House Guidelines, September 11,2006
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DATE: 

NOTE FOR:

Information

□Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(X2702)

Ue President has reviewed lhe attached, and it Is forwarded to you 

for your:



>> ■- C i■i.VTHE WHITE HOUSE G.

WASHINGTON

93 MAY 22 a|| : gy
May 21, 1993

RECOMMENDED TELEPHONE CALLS

TO:

*

DATE: May 22-23
£

, Barbara Chow^RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF DISCUSSION: 1. The Boren/Danforth plan robs low-and 
middle income families and individuals 
in order to avoid a tax on oil companies 
and provide a tax break for the wealthy. 
A widow dependent upon Social Security 
benefits earning $7,200 would see a 
reduction in their cost-of-living

Viator Russell Feingold

Senator Herb Kohl
X^nator Sam Nunn 

S^iator John Breaux 
Senator Jeff Bingaman 
Senator Fritz Rollings

For the most part, these Senators have 
not indicated that they support
Boren/Danforth but their past voting 
records indicate that it is possible. 
It was widely rumored that Senator Nunn 
would attend the Boren/Danforth press 
conference but refrained from doing so. 
The entitlement cap proposal included in 
the Boren plan is similar to one 
endorsed by Senator Nunn earlier this 
year.

• !AS

The Boren/Danforth plan has picked up 
two more supporters today, Senators 
Kerrey and Exon. It is important to 
ensure that there is no further erosion 
over the next few days or the 
consequences for the House vote could be 
significant. Clearly, the Senate vote 
is equally if not more at risk. Our 
margin in the Senate is very narrow and 
could be worsened if Senator Krueger is 
defeated in June.

Howard Pas

To shore up support for the economic 
program.



2.

3. We will work with you to address 
specific concerns you may have regarding 
the Reconciliation bill.

The Boren/Danforth plan is in part, 
designed to scuttle the House vote but 
will be difficult to pass in the Senate. 
There are significant economic 
consequences, if Reconciliation fails. 
The financial markets have already 
incorporated a significant deficit 
reduction plan into their projections 
and will be thrown into disarray if this 
is not realized.

adjustments. Thirteen states (including 
California) would lose $31 billion in 
federal funding over the next five years 
as the result of the reduction in the 
federal share of AFDC and Medicaid 
benefits. At the same time, the 
Boren/Danforth plan would greatly 
intensify the fiscal difficulties of the 
states, shift more health care costs to 
the private sector and state governments 
and make national health care reform 
legislation much harder to pass.
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PRESIDED HAS SEEN

G-
MEMORANDUM TO THE PRESIDENT

FROM: BETTY CURRIE

RE: PRIORITY TELEPHONE CALLS

DATE: JUNE 12, 1993

FOLLO1

FLOYD FLAKEIONG.

•NG. EVA CLAYTON

IONG. JOHN LEWIS

CONG. CARRIE MEEK

CONG. JAMES CLYBURN

CONG. EARL HILLARD

!ONG. EL REYNOLDS

CALLS ON MONDAY:

CALLS TO HOLD: CONG. ROSTENKOWSKI - Currently in Poland

619-756-0363
619-338-4550

HOWARD PASTER WENT THROUGH THE CONGRESSIONAL CALLS AND STATED THE 
NG CALL SHOULD BE PLACED OVER THE WEEKEND, IF POSSIBLE.

ONG. MAZZOLI - Howard checking on issue 
/14 - CALLED AND TALKED W/LORRAINE MILLER
WOULD LIKE TO DISCUSS CHINESE MATTERS

IMMIGRATION

BILL LERACH - Home:
Office:

•NgT^HENRY WAXMAN 
>w'?^-g^INI<r DE pATJTmJT

A 
th

&<\U^(j3r\k* (0 "fol

•VfllNG Q



ActionAction FYI FYI

Howard PasterRahm Emanuel

XXX John Podesta XXXMark Gearan

Jack QuinnXXXDavid Gergen

Carol RascoJack Gibbons

Bob RubinMarcia Hale XXX

Eli SegalXXXAlexis Herman

George StephanopoulosNancy Hemreich XXX

Christine VameyXXXTony Lake

David WatkinsBruce Lindsey

Maggie WilliamsKatie McGinty

Regina Montoya

XXXRoy Neel

Bernie Nussbaum

Leon Panetta

Response:

Remarks:

Mack received the attached material from Hershel Gober at Veterans 
Affairs recommending strongly against the President’s acceptance of 
the so-called "Ellis Island Congressional Medal of Honor." Mack 
would appreciate any thoughts/information anyone has on this issue -- 
and certainly should be advised before any steps are taken contrary to 
Hershel’s advice.

Date: June 21, 1993
Response needed by:
COS Office Contact: Bill Burton

7^/

%

From the Office of the Chief of Staff
Phone: 202/456-6797 Fax: 202/456-1121
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irport to honor.

Bill Fugazy’s ‘Medal of Honor is Just One of His Shams

Inj lhe 3-*a.'ds hl5 b«n intro-

^Uui'.pttperafion on the sud--.; 
"JdHvrinh-orCoilitioa ftlinu'.-

;>^^er^.r^<ucrtjce.'of:<

I

if^hoharesup^dth: ■ ty/Eihs Island Foundr.ion" The

event over the years, buyin; hun-
i

dinn:- tickets, thoujht the pro- «■« completely separate from the 
.t..........   1 — __ottmHv when

American>.roamess. -- -----------— legitimate recipients" who,'‘risked
. . . a . n__ : j • .4.-:- i 1- Tnlrt th?! a

“con-

^“tures (whicis- amount’ to »P- 
■' proximately $270.000.a

iiShat-aunply awened that the : ; 
>'1’-_.-iv.tinA k "dulv- autho-

I i-Ahe State of Ncw rora ano . s 
S^m goed standing.--..’-'/ £
X~>>W'te the state’s bar on ’ -statement with state agencies for i 

its April 1992 dinner, its Stines |

 

4’,

The Deputy Secretary of
Veterans Affairs

Washington DC 20420

prQAJEliHClJ Xfc/v.vw.-

?' garyS o'ffjce deettned to allow ■.

X
i

?

i

liillslahdcmedal-zis-':’- 
<*.haSDflhc:prily Fugaay.non- • 
■-'pmfiL-otit-tthe*' raising, big .< 
'■’'>Msz4-« <m- i'voa'f 1.» aaIw rsw.- ',.

the glossy brochure for the current 
C'Cnt still boldly proclaims that 
the awards are granted "with the 
sanction of’ the Foundation. AS 
far back as October 1970. Foun­
dation president Steve B.-iganti 
wrote Fugaay an unambiguous 
warning: "We do object when | 
you... make it appear that the i 
Foundation Sanctions or sponsors |

By Wnync Barrett •

Thl. Sunday on Ellis island. Bill 
Fv,-.az;/. grasdson of an immi­
grant. bankrupt ex-limo tycoon 
and perpetual friend of the pow er­
ful and prominent, will prove 
once again that America is the 
land of opportunity, especially of 
imaginative commercial opportu­
nity For th; fourth time, he will 
hand out 100 or to cllts Island 
Congressional Medals of Honor to 
recipients ranging from Chrysler 
Chairman Robert Eaton to New 
Yo.-k First Deputy Mayor Nor- 
man Stciscl. and people will pay 

, up to SI5.0W a table tgjoin a 
ceremonial dinner hosted by rv* 
gazy that is supposed to be a cele­
bration of the ethnic diversity of

-/dtnl'nashlor.Coalition ftlinyi'

> - predated.' kWce. inquiries..:.-;;

..•UjMV.UJ-.
•of funds is tt-vioUtjon df-Jse- 

,';'tbd.'pyn aitiei.’ provided iMre-i.

5
6

- irtll -ItGqFb-n ’̂

w laojTife ’
H SHouble

£law,.w-«nake_thcir.

•V'-'snJVdti^ri'to• inspect.iFm' • 

?' giryS o'ffjce declined to allow •.. 
•r-the Voice s examine the Co- . : 
•' alition’s (or those of aay oth-

Foundation, the logo remains and with the 1990 dinner, as well 
expenses of ‘ "
public relations consultant, 
$23,000 for a professional fund­
raiser. a $I2.0-»a-year sublet of 
Fugssyspacc (which Fugaay 
claims is a bargain). $ I a.GOO m 
conference costs, and $20,000 for 
"outside help."

NECO has never explicitly

■••fohtaafsxti'H ippoarr W have.. 
..made the submissions.it re- 
.’ quireihiti' failure to Me wah • 

.1 the- two?appropriate-state 
•.-ijenciej'-meam that there :s 
•'••■nd''itnmedl3telyvaviul»b)e 
•“ pubtie.record of.theosgahiu- 
■■■ lion's Snaaces and expend:- .

tlnnl a few days ago. President
Clinton himself was expected '.O

i trim’'the ihild sitting president to the Fugaty award as a
I (and sixth overall, going back to --------" w'’

Nixon) to receive the bronxe med-
; al displaying the Statue of liberty 
: and the Ellis Island Museum.
• What few. if any. of the J^O recip-
i icn’.s in I9S6. 1990. and 1992. or

those who agreed to accept the
medal this year, understand 1$ 
that the award, like lhe man who 
invented them, is a sham.

while Fugazy. the tireless 68-
year-old sclf-pronioicr. has alter­
nated over the years in his own
description of the awards, some-

I times calling them "congressional
I medals" and sometimes just plain
' medals, h? has consistently 

claimed that they have been
-sanctioned by Congress." In fact,

cccds were.going to the restore- j t 
lion of the island, they were sadly 
mistaken. Pat Zitko, the spokes­
person for the Foundation (which 
raises funds for and oversees the 
restoration of the island), says i 
tha! not one cent of the fundi I 
raised at the awards events "has J 
ever gone" to Ellis, adding that i 
the Foundation "has nothing to I- 
do with the event" and "no idea I 
what happens to the money."

In fact. NECO—which is noth­
ing more than a loose amalgam of 
dozens of other organizations and 
operates out of Fugazy’s Madison 
Avenue office—used most of the 
$288,000 it grossed on the De­
cember 1990 dinner, as well os the 
nearly $50,000 in additional con­
tributions raised in 1991. to cover j 
its own administrative costs, j 
While NECO has yet to file a t

’’“.been Jouiegligcat its;’

IS®

:| 

\,ceat Deiorio. Instead wrote a . | 
>; threitenin| letter to tKc yb/cr i 

-duly.autho- 
^rizrf tO'.conduc. burtnm, ip '
v-Ahe SUte .of-Ncw York"Jind .

every time a resolution authoriz­
ing 'the awards has been intro­
duced in Congre-s. it has died in 
commitice. Steve Mangione, a 
spokesman for Fvgazy, told the 
'/otee thtn the reason Fugazy has 
made claims of congressional 
sanction is because the winners’ 
names ’have always been read 
into the conjrestional record.” a 
perfunctory and copmonplacc 
procera if’.rue (in fact, lhe "oire 
could only Dad a full listing of 
winners in 1992). ■ •

Elliott Williams, a Vietnam vet­
eran from No.-.h Carolina who 
heads the national association of 

■ real winters of the Congressional 
Medal of Honor, blasted Fugazy’s 
imitation medal in J l'oicr in'bf’ 
view, saying it ••.."insulting to the

thTfr’livw" in ccmbat. Told that a 
 „„   Fugazy-publishci magazine called

come, which would have made The F«rwt: has routinely referred
- J -- 1 “con-

gressiona’t medal." williams 
vowed that his society, which he 
says inc udes the 208 living recipi­
ents of the medal actually award­
ed by tic president, will "take the 
appropriate steps lb end this dis­
respect." Last week. Williams 
wrote Clinton blasting Fugazy’s 
"purported medals" as a “dis­
grace." charging that they were 
being given ou: "to enhance the 
success of a dinner."

Similarly, though lhe Fugazy 
organization tiai sponsors the 

ceremony and dinner, the Nation­
al Ethnic Coalition of Organiu- 
tions (NECO), has been repealed, 
ly instructed In writing by ’.he 
Statue of Libcrty/Ellis Island 

 Foundation that il is not to use
lhe Frnindilion’r loro on its let-

•e?'a: !hc'onIr '"'I '■’ 

lure desexbes. twk> Other orgph -

G-.iXat.hbitheftJiresisiered’as.T

i

f.Voice'; roquiria - sparked,. «n:.i 
:■'■ April 30 ktterfrom Abrams’s' ; 
NioEce.'Xwhich’wera ■followed^ 
■' ’bypir.Ur filings the day be- ’ 
; ’fore-fthtS. story, dosed.-The , 
-'■UaV’nfnute filings; ’ .however, ■,. 

only covered.’UP to. 1939- A. j 
^CdlGtiOfifofficlal.t. Richard ; |

;. riliap.’..thougb--)i«teni-.ad<,-

• .-. i n V W w

v Bill r-cMy’a Naiiorutl Eth-"" 
IL • .^W^ot Orgafiia" 

L:.U>:u.:thcrp.-ioc' now: cf '

=0 din-r. » «a « i ...ywSCSSJSfcagaSCri

ISSslSliiSfiBS 

crossed out in July 1991. a Duly | purchases benefit NaCO. which «n-'’ !
A’rwpad Last month still contained i it- proud to ..arc raised O'er $1 at the-.Wal-’.;-: J
the same censored language. | million for ue_Statue o. .uber-

tfii-A— who Ihw snnrarted the • iv/E’.laS Island roundanon. The__y .?■?••*.•,--ilO-v-iuu. ■-x-"
 reference, often cited in NECO ! ■

deeds of thousands of dollars of liicra’.ure. is to ’

medals ceremony—namely when
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other • Found»tiorr‘officials hive

%

________ .1 ' , t .l ■____ _ • . L .
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i he aclually owns
I ing. including "no

i

miod perheps. Fupiy his also 

on International Croup, a pan. like Arthur Sulibcrper: Mort (

••••■

Vi

a
•z-A .’
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a

sury secretary who once joined in 
unsucceesful Fufaiy/Steinbrenner 
partnership that tried to buy Roo­
sevelt Raceway in Lcnj liland;
• Lew Rudin, the landlord at the 
company's east side apartment 
where Fujaty frequently stays;
• Tony Burjos. the longtime 
Cuomo aide whose largest lobby­
ing contract was a hair-share in 

the J20.00C-a-month retainer a 
Fugazy Srm won from GTECH:
• Zachary Fisher, whose family 
real estate firm »as said by Roy 
Fujazy to have offered his father 
a job after bis business collapse. 
andJuu reportedly paid Ftljaxy at 
least one commission.

Even John KJujc. who acquired

» •’. I

12

• •>

A

i
•e*.

isUrsd, Anne Belkov, pave Fugary 
a permit in 1992 and 1993- While 
the 1993 permit for an evening 

.event is now standard NFS prac­
tice (NECO will pay 54000 for the 
use. like any other group), Belkov 
acioowiedges that NECO was the

!
Furazy wHh 1992 mwdal vrinowt-a Normwn Schwnrzkcsrf md Gwovr* Stotnbewtw...

-JJ

ii 
if& •

•\4i
V?-said: "I w« ordered to by .then. 

Id-.—. .-I f .. '

tn, addition

l•lH■(•-26-lSS5

it,’like many other ctlizen groups.-

has been present al medal activi­
ties in the ’901. the Foundation 
insisted in letters to Fvgazy that 
these signs of “personal involve- 

.ment" do pot -imply the Founds- 
tios's sponsorship or sanction."

Though the Foundation did 
grant access to island facilities for 
the first two award ceremonies, it 
bis not done so since 1990 for. 
technical reasons. Instead, the Na­
tional Pirk Service director on the

Fugazy Express in 1985. won a 
medal before their 19S7 falling 
out. as has NECO publicist How­
ard Rubenstein, who's helped 
keep Fugazy's name in the news 
for years. Of course the City and 
state officials Fugiry firms are 
paid to influence—from Cuomo 
to Mayor David Dinkins to Stei- 
sel—have also been named medal 
winners. John Brophy, the presi­
dent of one new and controversial 
rugazy client, Lockheed Informs, 
tion Management Systems Jnc.. 
told the I'&'ce that he retained the 
Fugazy firm to help win a state 
contract after Bill Fugazy boasted 
to him of his close ties to Cuomo 
and state economic czar Vincent 
Tese, another medal winner.

With the PR and celebrity 

from supposedly hundreds , of 
nominees, business leaders con­
nected to. Fugazy interests has 
cheapened the medals, though it 
hat passed unnoticed in the press.

The awards were revived six 
months after a jury in a federal 
civil racketeering lawsuit found 
Fugazy guilty of four separate sets 

:.cf fraud—wire, mail, bankruptcy, 
and securities. The jury awarded a 
146 million judgment against Fu- ! 
gazy.to billionaire John Kluge. I

— ,-v— -'■■n

t ~:z-

a
•c /

X .not Zi:committee .of one"- and
____ _ _________ ______ ___ ; that NECO names the recipients), 

received medals, and though Maj" NECO's penchant for selecting.

• George Steinbrenner, whose 
payments to a Fugazy family firm 
were apparcn'ly structured to at 
least help cover a vital Bill Fugazy 

■Jesal retainer. v. - . . .

I

it hosted jhe medals there in Jfiprii 

1992. Asked why she approved’ 
the unique .NECO . use. Beiko» 

intcrior secretary Manuel Lu-[ 
jan“—another medal .winner. /C1 

.......,t t 
to Furazy'* mis­

leading claims about the medals, ; 
the awards have also been plagued, j 

■by. narrow• commercialism. 
gizy did not resurrect the medals 
until hit by what appeared to be 
insurmountable personal and fiv 

' nancial problems in 1989 and 
1990 (prior to that, the problems • 
in his checkered career had mere­
ly seemed enormous). Since then, 
and to a degree even as far back as 

.1986. be has not hesitated to ex-, 
ploit the medals for his own pur- 

’ poses, including awarding them to 
at least 25 honorees with apparent 
business ties to the various Fu- 
gaxy firms (Fugaty's defense to | 
this charge is simply that he is '

trirtsn'ri and entities, raovt of tbem 
world-known celebrities, business­
men, government officials, or reli­
gious notables."

That is precisely the sort of 
folks who've won Ellis Island 

. medals. And that may also be why 
the one-page .promotional rtsumb 
for the senior Fugfizy-features his 
work with NECO and two. other 

.•rtofiprofit entities, everi taking the 
space to list 14 winners of what it 
exits the "Congressional Medals 
of Honor." .- •

In any event. Fugazy has man­
agid to smartly mix the honorees 
with business ties to his family 
firms inside a larger universe of 
widely recognized, and even ac­
claimed, winners like Terry An­
derson. Chicago Cardinal Joseph 
Beraardin. Cesar Chavez. Waiter 
Cronkite. Coretta Scott King. 
General Colin Powell. General 
Norman Schwarzkopf. FBI direc­
tor William Sessions, and Elie 
Wiesel This has made the award 
valuable to the businessmen Fu- 
jazy courts, ineluding these win. 

. ners whose companies have been 
identified" is’ clients' of-Fugazy 
firms by Fugazy sources in depo­
sitions. legal papers, or disclosure 
statements: '
♦ Guy. Snowden, chair of 
GTECH. the scandal-scarred lot­
tery management firm that Roy 
Fugazy lobbies Ibr in’ Albany;
• Abraham Gosman, president of 
the Mediplex, Group inc., the 
health are company for which a 
Fugazy firm is also registered to 
lobby at the city and state level;

sold the right, at S100 a pop. for 
any family to buy space and have 
its name inscribed on the island's 
Immigrant Wail of Honor. While 
the Foundation has raised.almost 
$42 million selling these wall 
placements, mostly to Ellis visi­
tors. NECO raised J757.OOO over 
a six-year period ending in 1992. 
Wail sales is all, Zitko says, that 
NECO has contributed to the is­
land. Though the organization nas 
acted as just a solicitor and pass- 
through for wall donors, an appre­
ciative Zitko is quick to note that 
it has sold more placements than 
sny other group.

Fugacy created the awards in 
1986. while serving as the chair of 
the New York Slate Statue of Lib­
erty Centennial Commission, a 
post he was appointed to by his 
longtime friend Mario ptpmo. 
The original awards, which did in­
volve the Foundation more direct- 
iy. were announced in response to 
an outcry from Fugazy and others 
over the lack of ethnic diversity 
among the 12 recipients of Liber-. 
ty Medals swarded by President 
Reagan during the July 4 festivi­
ties. Senator Al D'Amato and 
congressman Msrio Blaggi. both 
of whom have long been closely 
associated with Fugazy, sponsored 
resolutions endorsing the medals 
that year, but Senate records indi­
cate that the concurrent resolution 
died in the Judiciary Committee.

D'Amato, whose 1986 cam- 
paigtt periodically paid Fugazy 
Express for limo service, had pre­
viously been accused by United 
Nations officials of personally in­
tervening in the award of a lucra­
tive UN travel contract to try to 
steer it. to Fugazy. While D'A­
mato. Cuomo, and the governor's 
wife ultimately got medals them-

...

• Jon Hanson, former sharehcld- 
'er 'frt-FujAzy-Ehpress- bf New 
Jersey,
• Bill Simon, th* Reagan Tres-

t::’. ’■. it I 

who contended in the iawruit that ! 
his longtime friend had deceived i 
him into buying Fugazy Express I 
with false financials and a host of 
misleading claims. By July 1990. 
the Kluge verdict had sent Fu-

Coccttc Productions; Marshall S.
Cogan of 21 International
Holdings ...............
• Robert I- Crandall and Jerry 1L
Jacob of .American Airlines, 
which reportedly paid Fugazy a 
fee for securing a Rome route;
• Bob Hope of Bob Hope Produc­
tions who was featured in Fugazy
TV commercials
• Dr. Harvey Schiller of the U5.
Olympic Committee (who denied
a Fugazy tie in 4 k’otcr interview^
• lee lacocca.!. Paul Bergmoser.
Gerald Greenwald, and Robert
Eaton, current or former Chrysler 
officials whose business deals with
Fugazy date back to facoca’s
arrival;
• E. Lawrence Bellante. a partner
in the engineering firm of
GSCS&B. which project-managed
the Ellis Island restoration for the
Foundation.

Besides these variously claimed
clients, nine other medal winners
have been described by Fugazy
sources in legal papers, and other
documents, as having done or at­
tempted business deals with him;
• Donald Trump, who eoslgned a
major loan for Fugazy and paid
him brokerage commissions on
two real estate transactions (the
ill-fated purchases of Trump Pla­
ta of the Palm Beaches and
Trump Palace in Manhattan);
• Howard Lortcr, who bought 10 
apartments in Trump's Palm

, Beach disaster, where Fugazy re­
tained sn interest;
• Alexander Haig, the former sec­
retary of state who reportedly
formed a partnership ailed Four
Star with Fugazy and a major in- needs of his business activities in 

suranre provider. rJzf 2" :
• Msurice Greenberg of Ameri- awarded medals to media giants

i conceded 
interview, that

-the companies may have paid for 
personal Fugazy items that could 
not under atty cirraimsunces be 
seco as business-related, including 
toys Fugazy bought for his grand­
children; But the companies are 
taking the position that the cost of 
these personal items is more than 
offset by the tax garnishes on Fu- 
gazy's salary’, which, strangely, 
enough, Kauthtan siys have been 
unfairly asiesscd against, Fugazy 
personally, when they should have 
been a liability of the businesses. 
Slate tax warrants against Fugazy 
personally total a current 54.1 
million, including more than a 
million in warrants already filed 
when the gsvemor installed him 
at the had of the centennial com- 
mission, waile the IRS has a 
S23S.(XX) claim against him.

These Fugazy bwJnesses. rang­
ing from a new iinw company to 
lobbying and consulting firms, 
have concided in the current 
Kluge litigation that they depend 
largely on the conucu cultivated 
by the senior Fugazy. though they' 
are usually nin by Fugazy’s youn­
gest son. Rey. In a recent deposw 
tion, Roy justified the exorbitant 
expenses ths companies pay for 
his father by arguing that Bill Fu- 
gazy -means everything" to the 
family business “with respect to 
its promotions. PR, sales, market­
ing." adding that he "is the person 
that people most reidiiy identify 
with through his contacts." Con- 

.tending that the senior Fugazy’s 
' "high profile sustains" the family 

businesses’ "very existence," Roy 
insisted, in the words of his law- 
yer, that his companies were 
merely trying :o "take advantage.

5 • ■

foupdec and Current chair emeri­
tus. who bas bcm a c)o« friend of 
Fugazy’s for more than 30 years. 
Their relationship was apparently 
a key to Fugaxy’s ability to get 
lacoca's successor at the Founda­
tion, William May, to play an ac­
tive, role in the 1986 awards 
event. Fugazy. insists, through a 
spokesman, that May is still a 
member of NECO's executive 
committee, and that the Founda­
tion. despite its paper trait of ob­
jections, is “deeply involved" in 
the awards activities (the Founds, 
tion did contribute 570,000 to 
NECO io 1990-91). But Zitko 
says that having “no. problem?, 
with the awards is a far cry from 
sanctioning them. Though la- 
coca, May, Briganti. and two

.stretched for more than a deade 

.and reached a 519 million tally— 
[into personal bankruptcy. 
| ' A suddenly destitute Fugazy re- 
; ported in bankruptcy court that 
I he actually owns virtually noth- 
I ing. including ’none of the four 

j homes—a Florida condo, two 
j country estates, and an east side
• Manhattan apartment—that had
■ once appeared to be his. A long- 
'■ time business associate of George
• Steinbrenner. Fugazy even con-
■ tended that the World Series ring 
’ he wears is really owned by his

son John, a Yankee marketing di­
rector. With even his meager 

j 51 OO.OOO-a-ycar salary partially 
i garnished by taxing authdniles. 
; Fugazy in recent years has subsi- 

dized his lavish lifestyle through 
‘ the expense accounts of Fugazy 
’ business entities, including several 

owned by his children.
According to legal papers. Fu- 

gazy family companies cover the 
cost of a cook, housekeeper, and 
secretary in one country home.'as 
well as pay for Fugaty's member­
ship in three country clubs; the 
New York Athletic Club, the Co­
lumbus Club, and the Metropoli­
tan Club. Restaurant tabs at a half 
dozen of Manhattan's best are 
also covered by the companies, as 
arc his burgeoning legal fees and 
his constant traesrort in a Fugazy 
limo. An attorney for the compa­
nies, David Kaufman, told the 

: Voict that these are legitimate 
; business expenses because "Bill 

Fugazy spends 24 hours a day? 

seven days »• week. 365 days a 
year doing nothing but business—; 
everything except the few hours a" 

hs sPe”ds with his wife."

- -

selvcr. Biaggi. who then was just, 
months away from his first of t»o 
widely anticipated and publicized 
federal indictments, did not. Fu­
gazy remained so elose to the two- 
time convicted felon that he led a 
rally in Biagfj's support in 19SS.- 
hostcl a wckome-home party for 
him when hi: got out of jail in 
1991, md included the ex-»n- 
gresstnan on "Jie dais of the annu­
al dinner dar ce of another of his 
“charitable" organizations, the 
Coalition of Italo-Amerian Asm-' 
ciations. In 1992. Biaggi was just 
one ef several felons listed al that 
even:—including Andy Capasso 
and former city transportation 
commissioner' Tony Ameruso.

Fupgy’s fits: link to the Foun­
dation was Lee lacocca. its



from his embrace. A su.-k symbol

cam­

tan federal court proceeding as

Uh^picaS^: oTS-S bare,y 80rten 
■ss?as

recent

, «ut unjy specific charitable ac- 
Uvity cited in the Forum newslet-

com-
e I awards ceremony.

*- W.B.

BARRETT

SOLICITING TROUBLE

port it mayXe n?oviJT “ SCCkj’n8 SUtc busi"«s
Delorio claims, apparJitly tranSDomnon ... ........................-

; rarely, that the Forum is regis-

CONTiNUto FROM Pace tt 
Coalition'fundraising, Mario ' 

' Cuomo attended the group's Au- ; 
gust- 1990 dinner,,., where tickets 
went for $250 a person, and re­
ceived its highest honor the Hall 
of Fame award. Other state offi­
cials have participated in more re- ; 
cent Coalition affairs. A sure tax 
’■•arrant for-$14,849 in unpaid 
withholding taxes was served on 
the Coalition this year.

. There is some question about 1 
whether the Forum Club, which ■ 
sponsors monthly “power 
lunches”.attended by prominent 

abusiness._and .political leaders, 
■‘fuhctious'as a charitable or mem- : 
bership organization. The group's

Coalition, is "committed to con­
structing a $1 million Inter-Croup 
Relations Crisis Center" at John 
Dewey High School in Brooklyn. 
t0,. , ,run Dy an organization 
cahed the.Council for Unity.'But 
council .officials- toid the 'Voice 
that none of the organizations has 
yet.contributed anything to . the

elitiion;'Even, the-findings'of a 
federal jury have deterred fe-w 
from his embrace. A stark symbol 
of the political "culture’s indiffer­
ence to values and its vulnerabili­
ty to charm. Fugazy just seems to 
march on, a survivor of his own

K
; i

OSsy journal, published monthly. 
^^FSS^i’raual member- 
■sntps at $500 a year and corporate 

•mernberehips.at $ 1.000, suggesting 
that . it functions as a private 
club— which would exempt it 
from public reporting require- 

i.nents. Yet the.same statement, 
p says the group was “conceived as 
. a means of furthering civic and

including Cuomo aniTTese—ar>- 

a finding that’ could’ve- invried 
prosecutorial interest.

Giuliani’s current law firm. An­
derson. Kill, has represented Fu­
gazy for. years-and is listed as a 

ruptcy.. But:the representation 
predates Giuliani’s arrival and 
Giuliani was never involved. In 
fact the firm, which, uses Fugazv 
limos and other services, is 
headed by Eugene Anderson, 
Morgenthau’s brother-in-law. Fu­
gazy has been active for years in- 
Morgenthau’s campaign finance 
committee. .

Morgenthaii is even listed as an 
officer of one of.Fugazy's non- 
profiits. while a host of other 
prominent officials, including the 
governors of New York and New 
Jersey and ail-four U.S. senators 
from both states, arc also name- 
dropped on the letterhead of these 
entities. While some of these offi­
cials told the Voice that they had 
not authorized the use of’their 
names, others have frequently ap­
peared at Fugazy’s dinners’and 
events as speakers and honorees.

■CONTINUED FROM FACE, n 
pen Murdoch, and then Daily 
News editor Jim V/i|iJC. hc’s 
included prosecutors like Manhat­
tan D A. Robert Mcrgcnthau and 
,hea. V.5’ ^Uoniey Andy. Ma-

Giuliani, whose mayoral cam­
paign in 1989 featured Fugazy in 
a prominent fundraising capacity, 
declined the award this year.

Despite numerous suggestive 
finding^ in Fugazy civil cases of 
fraud and apparent forgery over 
the years, no prosecutor in town 
has ever taken.a serious look at. 

I him. Though Giuliani installed 
; Fugazy as the master of ceremo­

nies and one of the cochairs of his 
first • political fundraiser 'in the 
spring of 1989, he refused to com­
ment when asked by the Voice if 
he'd ever become aware when, he 
was a federal prosecutor of possi­
ble criminal allegations involving 

■ his longtime'friend. In fact. Fu­
gazy acknowledged in a Manhat-, 
tan federal court proceeding as 
early as 1987 that he had improp­
erly transferred a vital Federal 
Communications Commission li­

cense from the already bankrupt

merctai usefulness is apparent.. 
When two top state health offi­
cials appeared at the February 
power lunch as featured speakers, 
one was introduced by Mediplex 
president Abraham Gosman-. a cli­
ent of the Fugazy lobbying firm 

—j
transportation commissioner Lou 
Riccio, another recent speaker, 
was seated at lunch near Lock­
heed president John Brophy, a 

"Fugazy lobbying client then nego­
tiating a $200 million contract 
with Riccio’s agency. In recent 
nionchs. Fugazy has begun hand- 

..mg out Elis Island medals to Fo­
rum speakers who won them in 
1-92 but did not appear at the

endless and dirty .wars.

community,” Since the club has 
not filed as a charity—-though 
Delorio says its affiliates are 
’very actively engaged in a vari­

ety of charitable activities"— 
there is no public record of any 
donations or other financial — 
i ; _ ___
—I°iao.^a’n?s’ app^ntiy accu- 

tered as exempt with tax author^ 
ties (the club operates under three 
aame.k and one of them. Forum 
Metropolitan, is registered with 
the IRS and the state). 

. The only specific charitable ac- 
uvity cited in the Forum newslet- 
ter is a claim that the club, com­
bined with NECO and the
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(gO, SPEAKING Qt Immigrants. 
If you were an Ellis Island

b

i m i x -

Hawnril Stringer, CnS CJ'CC 
who’.? Wewh (ir.du’ho ■nailed Dwid 
bettr.rinnn. u'a.t excited ichcn (hry 
hmty (he mvdttl u>t hiv neck. He 
wore i( home. The problem u-n.t, 
the thing Imre the name of fcllou.' 
Awardee, George Klein, a devel­
oper who'x Austrian.

J^g APAMg

\_l II II I M_'l I

Steinbrenner nearly missed the 
boat "but It's OK because he could 
have walked over." Judith Heber 
counted 35 ladles carrying her 
bags. Literary agent Mort Jnnk. 
low, viewing the exhibit of pitiful 
baggage our ancestors came over 
with in the old days, said: "Look, 
Ralph Lauren luggage." Mp.Hih. 
Moore said "Amen" after singing 
the Stax-Spangied Banner. Arch* 
bishop Ted McCarrlck threw in a 
prayer lor weather, but no dice. 
The heavens opened.

John Zaccaro, Geraldine Ferra\ 
ro’s husband, cracked: "Hill FtM 
gaz.y. the chairman of this, is Ital­
ian. If It had been a Jewish affair, 
they'd have put a lent over- the 
whole thing."

Jay Leno, who had accepted the 
honor, never showed. Bill .Clinton,, 
who also accevtcd, asked that his 
be postponed. His Special Assis- 
tmirLinda Moore to id Sibl P- ugas v 
the Frez Will come in next moiitii 
to ircliL

Medal of Honor Awardee last Sun­
day ar.d It was black tie, 65 de- 
frees but. 15 degrees colder on the 
Island, and It meant a boat ride, 
leaving by day, back at night, and 
It v.’as rainy, and outdoors, what 
would wear?

My husband, Joey, sat in a hat, 
raincoat and scarf. Cosmetics 
queen Tev* (Mrs. Ernest) Borg- 
nine were floor-length slinky 
black and silver beaded Bob 
Ma-okle. One-time vice presiden­
tial candidate Geraldine Ferraro 
were a short red suit with hor bus. 
band's umbrella. Gloria Estefan, a 
white epat dross. "I didn’t know 
what to put on," she told me. Pent­
house mag publisher Kathy Kee­
ton (Mm Bob) Gucclone did a 
strapless pink ballgown, the skirt 
of whloh She carried schlepped up 
In her arms, Marathon racer Fred 
Lebow wore his racer's cep. News­
woman lUx Abrams featured a 
huge gray straw garden hat. Ed­
ward Jamw Olmos’ tux was aa 
beautiful aa his moustache.

George Steinbrenner had his bar­
ber speclslly come out to cut his 
hairs* on Sunday, Someone said
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1

METROMEDIA COMPANY,2

Plain’tiff-Arroellee.3

- v.4

WILLIAM D. FUGAZY, SR. and ROY D. FUGAZY,5

Defendants.6

7

Defendant-Annellant.

Before:10

11

12

Robert L. Carter, as awarded plaintiff a total o13

14

15 U.S.C.15 1933,

and cosaon lav.16

Affirsed.17

Siev,

* Judge Oakes was Chief Judge until July 1, 1992.29

- 2 -

8
9

18
19
20
21
22

23
24
25
26
27
28

OAKES*, KEARSZ, and WALKER, Circuit Judges.

Appeal free so euch of a final judgment entered in th

United States District Court for the Southern District of Ne

York,

$46,661,792.67 on dains under 5 12(2) of the Securities Act o 

5 771(2), the Racketeer Influenced and Corrup

Organizations Act, 18 U.S.C. 5 1961 et sec..

MARTIN I. SHELTON, New York, New York 
(Peter C. Neger, Mary Gail Gaarns, 
Shea 6 Gould, Nev York, Nev York, on 
the brief), for Plaintiff-kBoellee 
and Third-Partv-Defendant-Aopellee.

WILLIAM D. FUGAZY, SR.,

ANTHONY PRINCI, New York, Nev York 
(Steven Cooper, Jordan W.
Anderson Kill Olick & Oshinsky, P.C., 
Nev York, Nev York, on the brief) Xoz 
Def endants-Third-Partv—Plaintiff s~ 

Appellants.



1
William D. Fugazy

2

3

4

5

6

7

8

9
Williaa Fugazy,

10
a»oun't against

11

William on a12
S 771(2) (1988), and $46,661,792.67 il

("1933 Act"),13

14

15

16

17

18

19

20

21

appellants’22

court.23 I

- 3 -

For

affirm the judgment

S 1961 et seg. 

district court

violation of the Racketse:

18 U•S•C

International for

claim under 5 12(2)

15 U.S.C.

against William for

Organizations Act ("RICO"),

On appeal, appellants contend that th- 

of a jury trial on th 

that Metromedia's othe

of law and that th 

jury with respect t 

we rejec

plaintiff

$46,661,792.67 in damages.

Metromedia's claim against

breach of warranty, the same

of the Securities Act of 193:

treble damages

Influenced and Corrupt

(1988) .

improperly deprived th<

bcach-cf-varranty claia: Hilliaa contend.

clalB. .hould have been di«i»»«l »» » natter

trial court‘erred in it. in.truction. to th.

th. fraud and KCO clai-- th. r-.on. toelov,

contention, and — - di,triC

kearsE, Circuit Judge■

Defendants-third-party-plaintiffs

(■wlllian" or -Willies Tugazy-) , Travelco, Inc. (-Travelco-) . and 

Fugazy international Corporation (-International-) appeal fro. .o 

-.h of a final judgn«t. entered in th. Doited State. Dl.trict 

co'urt for the Southern Di.trict of Hev «rh following a Jury trial 

of consolidated action, before Hebert L. Carter, a. .warded

M.tro..dia co.pany (-Metronedia-) a total of

The award included 515,553,930.89 or

Travelco, and



I. BACKGROUND1

2

the owner of a nu»ber - of concerns engaged in th<indirectly,3

ground transportation business, including International, Travelco4

He owned all of the stoc)and Fugazy Express, Inc. ("Express").5

6

International owned 100% of Travelco and 60% ojconpanies.7

Willian warIS.8

9

board of directors of Express.10

Metrosedia, noncorporate successor-in-interest in 1986 tt11

was a large congloserata operating a nusber o:12

cosaunications am, primarily in thediversified busin13

assets of approxisatePindustries. and hadentertainaent14

$600,000,000.15

16

17

o:18

was Metroaedia's other general partner.19

A.20

21

22

23

24

- 4 -

Third-party-defendant John W. Kluge was chairaai

until it;

of International, a holding coapany for

and chief executive officer of Metroaedia, Inc.,

liquidation, and in 1986 he becaae a general partner and 97.5:

Stuart Subotnick, an executive

Metroaedia, Inc.,

the other Fugaz?

owner of Metroaedia.

Express; Travelco owned the reaaining 40% of Exp:

president of Travelco and International; he was chairaan of th<

The Investaent in and Bankruptcy of Express

In Deceaber 1984, the Fugazy coapanies were in dire nee< 

of capital, and Williaa asked his then-friend Kluge to conside: 

having Metroaedia purchase an interest in one or sore of then. P 

January 1985, Kluge asked Subotnick to sign a letter of inten*

Metroaedia, Inc.,

At all pertinent tines, Williax Fugazy was, directly o?



.4

1

2

3

4
and a

5

6

7

8

9 Klug, responded by having Subotnick infon Williaj

io

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I

26
of Expraas and

- 5 -

expressing an interest i 

car business.

not puroba.. Expr..., WiuiM

how«v.r, and aft„ additional analyai, Snbotnicl 

staff concluded that Exprea, va. a potentially aound 

acquiaition that could b. „de profitable with expanded operation, 

and improved Management.

Aa a result, on March 21,

entered into a Stock Purchase

which Metroaedia acquired newly issued

an sot interest in Express.

principally to (1)

Express's behalf.

Express

ln purchasing Express,

After signing such

staff began to explore

conducted, inter alia,

diligence* investigation.

Subotnick ratumad to Klug, with . r.p,-

■optiairtic- about Expr..., .dvlaad againat the acqui.itlo. 

because Subotnick bellavad -thia va. net th. kind of buaineaa v. 

should be in.* ,—

that Metromedia would

to reconsider,

and his

1985, Metrosedia and appellants

Agreement (■ Agreement*) pursuant to 

common stock representing

In exchange, Metromedia agreed

Pay $2,000,000 cash to Express or others on 

(2) make a $4,000,000 subordinated loan to 

, (□) guarant., up to S3,000,000 in promotional advance

Iron an autoaobil. company to Expr..., and (4) cure any default on 

• loan previoualy Md. by citibank, K.A., to Wiin„ (.citibank 

loan") in th. original principal amount of M,soo,ooo. A. 

di.cu...d in greater detail below, th. Agr^t contained a 

eectlon entitled -Reprcentation. and Warzantl.,

a radio-dispatche

a letter, Subotnick and hi 

the financial viability of Express, an 

an audit, a market analysis.



withthe Stockholders"1 inter alia.respect to. Express's/

outstanding contracts, its exposure to pending or threatened2

litigation, and its financial condition.3

In July 1986, Express filed a voluntary petition for4

reorganization under Chapter 11 of the Bankruptcy Code, 11 U.s.c.5

(1988).6 S 1101

7 11 U.S.C.

In the course of the bankruptcy proceeding,5 701 et sec. (1988).8

Metronedia discovered that in or about January 1987, Willian had9

of Express'stransferred assets.10 one

Communications Cosmission (•FCC* or ■Cosmission") license and two11

radio frequencies (collectively wLicanse"), to Fugazy Lisousine12

Liaited ("Liaousine"), a company owned by Williax's son, defendant13

Williaa had transferredRoy D. Fugazy ("Roy" or "Roy Fugazy").14

the asset without notice to or per>ission fros the bankruptcy15

Lisousine had then obtained16

approval of the transfer fros the FCC by failing to infers the FCC17

Eventually, in a Nasorandus18

1990, and filed on May 15 ("Bankruptcy19

Court Decision"), the bankruptcy court ruled that Willies had20

willfullicense •in direct.improperly transferred the21

contravention" of the automatic stay imposed at the commencement22

of the bankruptcy proceeding, 11 U.S.C. S 362 (1988), and it23

to theinter alia, that Willi pay attorneys' f i24 ordered.

Inc.. 114 B.R. 865Matter of Fugazv Exb'25 bankruptcy trustee. ss

1991),(Bankr.26 S.D.N.Y.

- 6 -

that Express was in bankruptcy.

Decision dated May 14,

1990), aff'd.

I
I 
t

to wit, a Federal-

In March 1987, the proceeding was 

converted into one under Chapter 7 for liquidation,

court, and without consideration.

124 B.R. 426 (S.D.X.Y.

et seq.



appeal dismissed for lack of Jurisdiction, Nos. 92-5005, -5007 (2d1

Cir. Dec. 1992).17,2

The Present ActionsB.3

4

5

6

of7

S 12(2) of the 1933. Act,inter alia.in violation of.stock.8

9

u.s.c.10

5 240.10b-5,C.F.R.11

It sought.12

13

Defendants asserted various counterclaim14

15

intercontending.16

17

18
I

19

20

21

18 U.S.C. f 1962(b)-(d).22

23

24

25

- 7 -

I

in punitive danages.

against Metromedia and brought third-party claiss against Kluge, 

that he had entered into written

In 1989,

William and Roy, alleging that they had engaged in, and conspired 

to engage in, a pattern of racketeering activity in violation of

The complaint alleged that the

agreements entitling th

any judgment Metromedia might recover against them.

Metromedia commenced a second action against

/
//

5 10(b) of the Securities Exchange Act of 1934 ("1934 Act"), 15

5 78j (1988), and Rule 10b-5 promulgated thereunder, 17

along with claims of common-law fraud,

RICO,

predicate RICO crimes were bankruptcy fraud, in violation of 18 

U.S.C. S 152 (1988); mail fraud, in violation of 18 U.S.C. S 1341 

(1988); wire fraud, in violation of 18 U.S.C. { 1343 (1988); and

negligent misrepresentation, and breach of warranty.

inter alia. $35,000,000 in compensatory damages and $250,000,000

, In April 1987, Metromedia commenced the first of the 

present actions, asserting claims against William, International, 

Travelco, and Roy Fugazy for misrepresentations and nondisclosure

terial facts in connection with the issuance of the Express

alia.

to contribution or indemnification for



°f 5 12(2),
and Ru_2 10b-5.

3
§ 1964 (c).

4

5

6

7

8

9

10

11

12

13
was aware that

14

15

16
of prior loan

17 guarantees.
these facts were

18

19

20 Appellants also admitted that in Mid-March ’ 1985, willian

21 sent a letter to

22 favor Express
to be patient

23

24

25

26

- 8 -

I

/

■upset the apple cart*

you, the auditors played gases

not

and Warranties of Express and

trebl<

court ordered t>

consunaation.

/
/ X

of other Fugazy

represented to others that 

arrange for the cancellation

Appellants conceded that

disclosed in their *Representation8

the Stockholders* in the Agreesent.

because the

5 10(b), , 

the aaount of $35,000,000,

The district

a Fugazy Continental Corp, creditor in whose 

had confessed judgment, urging his

Metrosedia purchase vas within a week of 

In the letter, which was introduced in evidence at

trial, Williaa asked the creditor not to

and stated: "As I explained to

a "Joint Consolidate

Order*) itenizing, 1^

agreed were not in dispute.

as of the date of the Agreement,

«ix litigations pending against Express

which Express could be held liable,

four confessions of judgment

m default on certain franchise notes.

Citibank loan was in default.

Express could be liable for certain liabilities

companies, and (6) that William had

Metromedia would

Alla, fact

In it, defendant 

(!)• there were al 

or companies fox

(2) that Express had entered 

, (3) that Express and/or Wllllsa w.ra

(4) that the $3,500,000

(5) that William

Prior to trial, the court issued

Pre-Trial Order- (-Pretrial

that the parties

admitted that

least

securities fraud, in violation

It sought damages in 

pursuant to 18 U.S.C.

actions consolidated.



1 with
order to sake Express’s •tataaent look2
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3

4

5

6

court.7

8

9
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11

12
relied in deciding to purchase Express.

In13

14

15

16

17

18

19
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I
I

9 Months

a nine-aonth

• - Express in

better."

Exprasa

net been disci oeed.

Months after 

a net worth of sinus

reveal

Similarly,

William and Roy admitted 

ti»« Millian transferred the 

actual knowledge that

that the transfer ------

At trial, in

clains, Metronedia

1985, it had received 

for Express and 

these financial

statements

Subotnick testified that ~

Material Misrepresentations

M>11« Metronedia's analysts speculated 

as high as $4,700,000, they did not 

audited financials would in 

for the fiscal 

gave Metronedia

sheet as of November

having a net worth of $2,«69,s9o,

February 2S, loss

in the Pretrial order that at the

Express License to Roy, both had

Express vas in bankruptcy. fbey admitted 

was not authorired by the bankruptcy

wpport Of it.- securities fraud and Rico 

Presented evidence that, ini er Jinuaty

Mail fron Express financial

one of its subsidiaries.

statements contained

on which Metromedia

particular, . -consolidating in=o« states for the

Ended Nov tsis) 30r 1984. ,hcved

net loss of $2,683,256.

that the loss sight perhaps be

enticlpate that Express., eventual

r.v.al . aet lo„ of

though appellants gave Metromedia an unaudited 

---ted balance ^t a. of Ncvesber 30, 1984,

a. having a net worth of $3,»69,890, th. audited tUanc. 

« eet a. of February 28. 2,88. received by M.tro«dla

the purchase was consuaated, revealed

5$,530,468.

«*lor to th. purchase, Subotnick wonders whether 

eight have liabilities or obligations that had



Williaa

There was

3/

4

5

6

in Nev York, telephoned
7

8

9

10

11

12

13

14

have entered into the Agreement.15

16

17

18

been signed.

21

Jnrv VerdictThe Trial Court’s Nulinas and the
C.22

23

24

25
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sides

determined a number of

/
/ 1

2

that defendants contended that

Metromedia

19

20 been added by means of xerography.

at trial that most of the documents were

introduced expert

and that the

He testified that

conversation that "there were no oral obligations.

In fact, he sent me a nemo I

that he is disclosing

unaware

worth of more than $5.5 million.

the truth as to Express’s financial status, Metromedia mould not

Kluge had signed, agreeing to indemnify them,

testimony that the documents had not in fact 

alleged Kluge signatures had likely

Defendants eventually conceded 

■not authentic."

assured him

With respect to documents

agreeing to

hasn't told us about this company."

testified that William, whose office was

him in Nev Jersey on at least a half-dozen occasions to press for

the acquisition.

conversations vith William, were

testified that vhen Metromedia entered into the Agreement it was 

of the extent of Express’s losses or of its negative net 

Ee stated that if he had known

Subotnick’s telephone logs, reflecting several

also introduced. Subotnick .

Alter the doee of th. widence, following notion, by both 

for directed verdict, on varioua clalM, the court

Finding thata matter of law.

nothing that we didn't know about.

think the very next day, 10 pages long,

everything; we know about everything; there isn't anything that he

In addition, Subotnick

in a face-to-face



there was1

2

3

4

5

6 warranty clais.

7

8

9

10

11

12

13

14 corporation."

15

16

17

18

id. at 25-26.19

20

21

22

23

24

25

26
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/ 
/

/

no dispute that there

Agreement and that those

reading New York law

in such circumstances, the 

directed- verdict

were express warranties in th. 

warranties had been breached, an< 

as not requiring any other proof of relianc* 

court granted Metromedia's motion for e

as to appellants' liability on the breach-of-

In addition, the district court ruled that the Bankruptcy 

Court Decision collaterally estopped William from denying that he 

had engaged in bankruptcy fraud in violation of 18 U.S.C. 5 152. 

That section sakes it unlawful for any person "either individually 

or as an agent or officer of any person or corporation, . . . with 

intent to defeat the provisions of title 11, [to] knowingly and 

fraudulently transferf] . . . the property of such other person or 

The bankruptcy court had found that William's

conduct constituted a "clear violation* of § 549(a)(2)(B) of the 

bankruptcy code, 11 U.S.C. 5 549(a)(2)(B) (1988), Bankruptcy Court 

Decision at 22, and that it was "serious misconduct" by William 

"in a less than arms-length transaction- in -connivance- with Roy,

Accordingly, the district court decided that it

would instruct the jury that, in considering Metromedia's Rico 

claim, the jury must find that William had engaged in bankruptcy 

fraud, but that whether or not that fraud constituted part of the 

alleged pattern of racketeering activity would remain a question 

for the jury to decide.

As for the counterclaims asserted by defendants, all but 

on. asserted by William were withdrawn after the dose of the
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1 evidence. and the
/ 2

3

4 •<«

5

6

7 Wllliu under 5 12(2) o£

8 predicate acts

9

10

11
u.s.c.

12

fraud
13

14

15

16

17

agreement.
18

19

the fo:
20

21

22

23

24

25

allegations cf
26

as RICO predicates

- 12

that section waj

court disaiaaed the

court also dismissed

against Kluge.

■upport the verdict;

a RICO predicate unlest 

•nd «« jury w. not instructed as tr 

(3) that the

>ail fraud, and vire fraud

comaitted nail fraud in 

in violation of is 

violation of 5 12(2) 

danages in the 

danages.

me court subaitted th. rest or the 

the tors o£ special interrogator!... 

here, the jury found that M.trosella had

/X
///

agair.

As for t 

to _ find! 

that Williaa h 

that William h-

5 1341, vire fra:

5 1343, and securities 

. The jury found that Metrosedla 

"°unt of $15,553,930.89.

to defendants- mrrviving cros.-ciaia

had suffert

It denied punitit 

rot indemnification, the jury found that defendants had not 

that Kluge entered into the clained

Thereafter, defendants

alternatively,

argued.

n.o.v. or

pursuant to

committed

remained.

two third-party cla

•cved for judgment

In aupport of the former, the; 

««ent relevant h«rs, (i; that Matronedla-. 

been dismissed because

the evidence did not

could not constitute

the violation were willful,

the need to find willfulness; 

securities fraud.

case to the jury

To the extent pertinc

proven its claims

-1 under Rico.

for th. Rico Cl.l>, in addition

trial court-, instruction

bankruptcy fraud, th. jury found

violation of is

u.s.c.

one that

one of defendants'

a new trial.

to the

5 12(2) claim should have 

inapplicable and because 

(2) that that claim



1
for lack of

2 no evidence/

3/

4

5

6

7

for*8

9

10

11

12

13

at 75314 F.

15

16

17

18

19

20

21 trial action, the court stated

22 unless it were

23

24

25

26

as a

- 13 -

record or that 

concluded that it 

though appellants 

willfulness

of their

to the instructions. 

standard on the new 

order a new trial

arror had crept into the 

had been done, and it 

court noted that 

their contention that

«»• °f a f 12(2) cl a is

Reviewing

Metroeedia as 

• n.o.v., the court 

•ufficiency of the

should have been disaissed

of reliance by Metroaedia 

allegation of bankruptcy fraud

Express’s License was not an

Williae transferred it to Roy. 

new trial, appellants 

whether the warranties 

should have

instructions to

when

motion for a 

question of

been "bargained

to the jury; that the court’s 

respect to the Rico claims'were 

had waived any right to assert . 

respect to its allegation of bankruptcy 

-ftoppel had not been pleaded.

E*c«ber 5, 1990, and published

court denied both actions.

the light ecst favorable to

on the action for judgment

challenges to the :

east of the legal preni.es 

end their challenges

under a »ore relaxed

that it would not

persuaded that prejudicial

a substantial injustice

was not so persuaded.

were perhaps correct in

was a prerequisite for

causation because there was

itself; (4) that

Bhould have been diral,Bed because

asset ei the bankruptcy estate

In support of their

ar^u®dr inter alM, that the

that were breached had

been subaitted

the jury with

erroneous; and that Metroaedia

collateral estoppel with —

fraud, because collateral es

In an Opinion dated

Supp. 93, the district

the trial evidence in

the nonnoving party

rejected all of defendants’

evidence. it ai.o rejected

-notions for disnis.al

Reviewing the evidence
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2

3

4

5

6

7 and

8

9

10

11
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13

third-party14

15

16
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20

21
XI. DISCUSSION
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°n this basis

before the

sinct

jury begar

by

5 12(2).

recover acre than

all of Metroaedia’s 

oountarclaiMs

/ / 
f f 
/

Williaa,

severally, in the

and (2) against 

the Rico clain, 

the jury, and

The judgment provided

appeal followed, with

as awarded Metroaedia

warranty,

Appellants have

their

°n appeal, Wililaa 

that the district 

liability on the

an’ amended judgment 

against

, International, 

court erred in

breach-of-warranty clai>.

other claiw and dleale.ed 

claims.

securities

not addressed 

counterclaim r- -- - 

•« arrit«d without dlocuMion.

This

of the judgment 

breach of

appellants challenging .o

daaages on ita claias for 

fraud, and rackataering. 

•° Of 3“^ent a. dlraissed 

end those diseissals

®nd Travelco contend 

‘Hrecting a verdict

William also contends

Of the., ^tiona, the court entered 

(■Judg«nt.) m favor of (i>

Travelco, and International,

a-=unt of $15,553,930.59 for breach
jointly

of warranty,

th. a«unt of $44,M1,792,S7 on 

amount of damages found 

on the claim under

•hall not

Xt dismissed

all

William alone in

representing treble the

including $15,553,930.89 

that -Matrowdla

a total of $46,661,792.67 •

WCO predicate, it uould not

appellant, had failed to raise this issue 

its deliberations.

Following the denial



1 that the

2 n.o.v.

3 was
from

/ 4

5

6

7

8
reasons below, we find „o basis for

11

12

13

14

15

16

17

18

19

20

21
•bargains for,.
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3F, —

trial court 

viawd in the light 

•uch that, without

(a) that in the 

of Express and the

they had warranted that

litigation or

l««ue of fact

in the

were not 

that the district 

a verdict against thea

noneoving party, ••i* 

■^-Utility of th. vltn.^ Or

In the Pretrial Order, appellants adnitted

"Representations and Warranties

section of the Agreement,

pending or threatened
/

were not there disclosed;

litigations,

contractual

Nonetheless,

directing

breach-of-warranty clais.

*• Br>n<-h-of-Warranty CT.L

10

■ay direct a verdict where the evidence, 

■o«t favorable to the 

weighing the

Stockholders"

Express had no

outstanding contracts 

and (b) that in fact there

four confessions of judgment,

obligations that

they contend

collaterally estopped froa contending that he had no 

chitted ban^ptcy fraud, i^taad of ruling that hetrouedia X 

..terally estopped fro. contend^ that he bad emitted sue 

aud, and (3) erred 1„ ft. to

tern regnireaent and the

acts. For the reasons . t£

reversal.

that

were six such 

and a nunber of

there disclosed.

c*’urt erred in

•« to liability on Katroa«31a'.

on th. prni.. that thw. was a triable 

as to Wb.th.r th. tpr^. warrant!., giy.* th«

contantl contention.



1 other-wise

2

3
Inc. v.

4 1033,

5

6

7

8 Inc.

9
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11
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13

14

in its
15

16
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20
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The right to
23
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Tfa« court
23
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eetabliehed if.

reached.’"

warranty claia ifi provided by New York law. 

gBS Ingx

^l^®re can be bu*

»en could have 

Inc, .

considering the weight 

one conclusion as to the verdict

Sir Speedy.

1038—39 (2d Cir.

F.2d^l, x (2d Cir.

district

of the evidence,

that reasonable

L 4 P Grach -i <-!« .

1992) (quoting - Simblegt

1970)).

court's decision

applies to

957 F.2d

—Kama rd, 427

111. framework that . governs the

on a action for a directed

our review of that decialon.

Inc.

verdict also

S££' ^xSLu/ Sir SPeedv. 

L * F Tn^, 957 P.2d ,t 1039.- Poveii v.

991 F.3d 1039, 1043 (3d Cir. 1999): Konik v.

fbysicians Hospital Medical

cert, denier} 46g U

inferences in favor of the

and aaking all credibility

sufficient evidence to pe-r-ai t

favor, we will upheld the

The

the New York.. Court

■Sardner, 

-Chaaolaln Va-11 ey 

genter, 733 p.2d 1007, 1013 (2d cir.), 

sax (1994). If, drawing all reasonable 

Party that opposed the directed verdict 

assessaenta in it. favor, there was not 

a rational juror to find

directed verdict.

substantive fraeework
for Metroaedia’s breach-of-

In the leading case,

X^-Zirt-gflvI^ PubUnhlTH , 75 M.y.jd 496, 554

H.Y.S.ld 449 (1990), th. .N« yert ef .

breach-of-varranty cl.l. 1.

that a buyer need not show that he -believed that th.

of fact aade in the warranty would be fulfilled, 

inde^iflcation depend, only on .^11^ that th. warranty was 

breached . . . at 503-04 , 554 M.y.s.ad at 453

noted that it vs. net -meeting that

rather, it et.t«l that -th. require reii.^,. i.



as here, 'the express warranties are bargained-for terns of the
1

The courtseller." Id.2

3

4

5

6

7

8

9

and appellants.10

Indeed,11

12

Rather, they asked the13

14

15

16

17

18

19

20

21

22

23

24

Ltter of da*agesOnly the25

was left to be decided, and that question was given to the jury.26
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consider had been answered by appellants*

Pretrial Order; the fourth was a Batter of law under the ruling in

part of the contract as any other ters.

Agreement here of the "Representations and Warranties of Express 

and the Stockholders- established that those representations and 

»

warranties were part of the bargain reached between Metromedia

No rational juror could have found that it was

it is noteworthy that

stated that an "express warranty is as such a part of the 

contract as any other tern." Xd. at 503, 554 N.Y.S.2d at 453.

Since as a matter of law, an express warranty is as much a 

the inclusion in the

not part of the bargain.

appellants in their proposed jury instructions did not ask to 

have the jury decide such a question.

court to inform the jury that Metromedia could prevail on its 

breach-of-warranty claim if it proved (1) the existence of an 

express warranty, (2) material breach of the warranty, (3) damages 

proximately resulting from the material breach, and (4) 

justifiable reliance.- on the warranty. Neither in their initial 

submission of this request nor in a slightly amended version 

thereafter did appellants make any mention whatever of a supposed 

question as to whether the warranties were "bargained for."

The first two questions appellants sought to have the jury 

admissions in the

C3S Inc, v. Ziff-Davis Publishing Co.

at 506 n.5, 554 N.Y.S.2d at 454 n.5.



2

3 for example.

duress.4

5

6

7

8 B. The Section 12(2) Claim

With respect to Metromedia’s claim for damages under —9

io § 12(2) of the 1933 Act, William contends (a) that the district

11

12 not to a

13

14

15

16

17 Express stock to Metromedia. These contentions have no merit.

18

19

- ■?*

20
21
22
23
24
25
26
27
28
29

As the district court noted, appellants advanced no defense to the 

breach-of-warranty claim, making no showing that they agreed to 

the warranties as a result of.

court should have summarily dismissed this claim on the ground 

that that section applies only to public offerings,

private sale such as this, or (b) that in any event, the court 

should have granted judgment n.o.v. dismissing it on the ground 

that there was insufficient evidence that any prospectus or oral 

communication was instrumental in effecting the sale of the

To the extent pertinent here, 5 12(2) imposes civil 

liability on any person who

fraud, mistake, or

Accordingly, there was no issue for the jury to decide 

with respect to appellants' liability on the breach-of-warranty 

claim, and the district court properly ruled that Metromedia was 

entitled to recover its damages on that claim as a matter of law.

offers or sells a security ... by the use of any 
means or instruments of transportation or 
communication in interstate commerce or of the mails, 
by means of a prospectus or oral communication, which 
includes an untrue statement of a material fact or 
omits to state a material fact necessary in order to 
make the statements, in the light of the 
circumstances under which they were made, not 
misleading (the purchaser not knowing of such untruth 
or omission).



1 15 U.S.C. 5 771(2).

this2

3

and to4

5 the-* public.

applied6

7 Corp,

8 F.2d 680,

9 would not

10 private")•

11

12

13

14
cert

15

16

17
n. o. v. on

18 to ,establish an offer or Bale
19 prospectus

20

21

22

23

24 i— Hiller*).
25

26 • . Auvood y,

- 19 -

Section 12(2)
»

offering

or oral

identical to

Inc, v, L 4 p

9 C. Wright & A.

5 2524, at 541-42

Again we view the

favorable to the

5 12(2) to private 

®07 F.2d 359

Inc, v,

dfinied, 415 u.s.

Bu^wnt^K. of S»c--T«-<.S

With respect to Willian

to judgaent

insufficient

(2d cir. 1989) (applying

JBaker. Watts t ffpi

<»“«)■• Hor-Tex

Cir. 1973) (saae).

Loss,

was
EllSCTl V, geintiTl" KXPlcminn I DrilUno Corp.,.

was entitled

the evidence was

•ale);

(4th Cir. 1986)

482 F.2d 1093, 1099 (5th 

977 (1974); ggg aig? L. 

_l 1021-22 (1983). 

'« contention that he 

the ground that

"by aeans of" a

our standard of review i* 

respect to review of the

verdict.

only to

’« legislative history

was intended to protect 

however, consistently been 

as public offerings of securities.

In support of their

section does not apply to private

general stateaents about

various

conaunication,

that with of thc deci,ion „„ a

-otlon for directed verdict. SSS, slr Sp..dv

Graphics.—957 p<2d at 1038_39 ;

Igderal met ice and

^AatriC-ITl Tnurminnnl Franchises. Tne.. 448

695 (5th Cir. 1971) ("liability under

be affected by a finding that the

fifiS

872 F.2d 1124

Adalaan

contention that

sales, Williaa cites 

the 1933 Act

caeee stating that the legislation

The section has,

to private as well

Hill York

Miller,

(1971) (-9 Wricht 

evidence in the light host 

Party against which th. ^tion was »de,

atxrf Brandt Pog^ng offiry T^, „0 ,.2d M4#



(2d Cir. Mattivi889 1988) ; Corr.,v,1

Mavnard,

427 F.2d at 4,

can conclude that.

reasonable juror would have been compelled to accept the view of 

the aoving party.7

In order to prevail on a dais under 5 12(2) for a sale8

based on an oral comunication, a purchaser of securities aust9

•intended or perceived10 as —

instruaental in effecting the sale." la, 533Jackson v,11

Reliance by the buyer need notF.2d 826, 830 n.8 (2d Cir. 1976).12

sure and iaposesbe shown, for 5-12(2) "is a broad anti-fraud13

liability whether or net the purchaser actually relied on the14

Cpty Cnnwunications 810 F.2dnissta tenant." Akeman v. Inc. .15

336, 344 (2d Cir. 1987). The section requires only "sobs* causal16

connection between the alleged coesunication and the sale, "even17

Jackson v, Oopenheia. 533 F.2d at 830 n.8.18

The oral statement itself need not be considered in19

isolation rather than in the context of the total presentation. A20

seeningly innocuous oral coesunication not containing affixsative21

aisrepresentations >ay violate 5 12(2) if it is used to eaphasize,22

or induce reliance on, soae other representation that is false or23

Casella v. Webb. 883 F.2d 805, 808 (9thBisleading.24

Further, 5 12(2) reaches false or Misleading oralCir. 1989).25

statements communicated intrastate, if in sone other respect the26

- 20 -

only if we

assessments and drawing all inferences against the noving party, a 

and we nay reverse the denial of judgment n.o.v.

even Baking all credibility

if not ’decisive.’*

"Huguenot", 618 F.2d 163, 167 (2d Cir. 1980); Simblest v

South African Marine

show that the connunication was
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telephoned hie

•cquieition.

transportation

of the

that false and 

were instrumental in 

Express stock.

Metroaedia

a net

Mt worth was sinus

and all

Metromedia, the 

orally touting Express's 

P^^ade Metromedia to

and

proceeded with the

55.5 million, and William 

conversation that -[t]here was

drawn in favor 

jury to find that in 

in *n effort to

of the purchase price by

8 Loss,

its business; 

not know Express* 

it known, it would 

acquisition. with Subotnick' 

reasonable factual inferences 

record permitted the 

prospects to Subotnick

a face-to-face

[Metroaedia] didn•t 

that William also repeatedly 

convince him to consummate the 

^ress prospects that William 

that prior to the acquisition

• true financial condition; 

not have

*» testimony fully credited

or coamunication

877 (2d cir.

v. Filllnghna, 264 r.2d 76,

-le of .ecurltles indued by oral face

vhich is completed by

i« protected by section

Qf Seorritles

Here, the evidence was sufficient to

Juror to infer that fal.e and Mialeading oral

^iiiiam were iint-nra.w*.! j ,
- causing Metromedia

Appellants delivered

falsely showing, for 

worth of some $2.9 million

or instruments of interstate 

^ve been used in the sale

v,—h, Vaughan Clarke

1943)' £Eesv?l]-Keith

Cir. 1959) ("a

means of payment

12(2)-); L.

1027-28 (1983).

Perait a rational

commxinications- by _•

to purchase the

financial statements to

example, that Express had

when in fact its

assured Subotnick in

nothing that

Subotnick testified

and attempted to

describing various

said would improve

Metromedia did

that

securities.

C?,./ 134 F.2d 875, 

^■1 Hillinghna, 264
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that
6 other stateaents

7

8 The district court thus

9

10 c. The Civil RICO Clain

11 Williaa sakes

14

15

16 not williaa.

17
bankruptcy

18
raspact

19

20 predicate acts.

21

22 1. The Section 12(2) Violation aa a RTffn

23

24
above, Willias
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I

I

correctly denied the action for judgment

n.o.v. with respect to this claia.

a RICO predicate, (b) Metroaedia, 

should have been held collaterally estopped froa 

litigating the question of whether he had coaaitted 

fraud, and (c) the jury was not properly instructed with 

to reliance as an elcaent of

■Eradicate Act

In addition to his challenges to Metrcnedia's claia 

directly under 5 12(2), discussed in Part H.b.

11 and wire fraud as Rico 

He also contends that the court erred in its 

instructions with respect to RICO»s pattern requireaent.

2

r

5

and that

either or both contributed to Metroaedia's decision to purchase.

the fact that, or the 

financial condition had

a nuaber of challenges with respect to

12 Metroaedia’s claia under RICO. He contends principally that no

13 predicate acts were properly established because (a) the jury was 

not instructed that it aust find that a 5 12(2) violation was 

willful in order to constitute

purchase Express, William did not disclose

degree to which. Express's financial condition had been 

Misrepresented, and he orally assured Subotnick that nothing had 

been concealed. The jury was therefore entitled to conclude 

certain of William’s oral assurances were false statements,

were Misleading at least by omission.



predicate for a

3

5

6 see Sediaa v.

7

8

9 No.
Securities

10

11

12

13

14

15 15 U.S.C.

16

17

18

19

20

21 Civ.R.

22

23

24 1985); 5A Moore * s Federa1

25
Relief fro« this

26
a •manifest injustice.-

- 23 -

posture of

record, there is no basis for

RICO claim,

violation was willful.

Ct* 1311» 1325 (1992) (O'Connor, 

"urmistakably requires"

•d. 1992); 9 Wriaht 8 Miller-

754 F.2d 467, 473 (2d Cir.

lie? 5 50.08, at 50-83 to 50-86 (2d

5 2537, at 598.

^e^Tuiresent is available only to prevent

prove that the

He argues that the district

failing to instruct the jury

considering the RICO claim.

valid,

court erred in

as to the need to find willfulness in

Accepting William's legal premise as

SiP,R,L,___y. Imrex Co., 473 U.S.

(1985) ("'a racketeering activity .

criminal sanction'

First, Fed.

contends that in order to use

479, 488

. . must be an act in itself 

(emphasis added)- (quoting s. Rep.

1st Sess. 158 (1969)); Holmes v.

112 S.

Several sets

a violation of § 12(2) as a 

a plaintiff must

of procedural principles are pertinent.

P. 50(b) generally prohibits judgment n.o.v. 

on any ground not raised in a motion for a directed verdict. See 

Abe shouse y. Ultraaranhics.

617, 91st Cong.,

Investor Protection Com..

J., concurring) (RICO ^unmistakably requires- that securities 

fraud, in order to serve as a predicate act, must have been 

-sufficiently willful to constitute a criminal violation-); Trane 

£Pi v. rconnor Straritioi, 718 r.2d 26, 29 1 n.4 (2d cir. 1983); 

5 24 of the 1933 Act, 15 U.S.C. 5 77x (1988) (imposing criminal 

liability under § 12(2) only for violations that are "willful"), 

we nonetheless conclude that in light of the procedural

the case and the-evidence in the

reversal.
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8 1970).

9
provide that •[«)©

10

11
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14 51.

15

16
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19

20

21
S.A.

22

23

24

25

26
Iowa Beefv.

- 24 -

v. Janevav. 757

Russo v.

Soiak v.

American

816-17 (2d Cir.

£218* v, H-irtpon „0 r.2d

(per curlM) . If the evidence v„ ineufrlcient but 

directed verdict vas cade, the court could grant 

were eatiefied that juatice eo required.

Slate Hew Ym, 672 F.2d 1014,

Hudson Waterways Com..

Export Isbrandtsen

Second, the civil procedure rules also

as error the giving or the failure to give an 

party objects thereto before the jury

stating distinctly the natter 

grounds of the objection.- Fed. R. civ. P. 

to require the parties to give 

cure any error in the 

SfiS/ 9 Wright 4

error say be pursued 

■ay result in a

1978)

no notion for 

a new trial if it

1021—22 (2d Cir. 1982);

S90 F.2d at 54-55; Oliveras v.

UnWu—IllCa., 431 F.2d 814,

247, 256 (1981); 1±S/ . Air et Chaleur,

F.2d 489, 494 (2d Cir. 1985).

Further, under Ped. R. civ. P. 49(a), . party who tailed 

to object, before the jury retired, to the subetance of special 

verdict queetlon. to be put to th. jury ha. no right to ohj«=t to 

~ch Batters on appwl. s^, goh,^

party nay assign

instruction unless that

retires to consider its verdict,

objected to and the

The purpose of this Rule is

the trial court an adequate opportunity to

instructions before the jury deliberates.

KillfiX 5 2551, at 623. Absent objection,

on appeal only if it is -plain error- that

niscarriage of Justice, or in -obvious instances of . . . 

"iMPPlied lav.- gjjy 9t y?vnort v, CQne^g 453 n



Processors, Inc. .1

2

3

4

5 Croce v.

6

7

8

9 e.q.. Bradv v. Cheaical

10 Bevevirro vt .

11 Savd~iart.

12
but see

13

14 op. Nov.

15

16

17

18

19

20

21

22 v, 574 F.2d at 684. See generally 11 c. Wright & A.

Miller,23 Federal ice and Procedure $ 2819, at 120 (1973)

24 (noting trend

25

26 on

- 25 -

Where the resolution of the issues depended

nt of the credibility of the witnesses, it is proper

view that such decisions are not

1

1

Finally, a sotion for a new trial on the ground that the 

verdict was against the weight of the evidence is cosnaitted to the 

sound discretion of the trial judge.

Construction Corp..

reversed unless the denial constituted an abuse of discretion, 

Bradv v. Chenical Construction Coro.. 740 F.2d at 201-02; Bevevino 

Savdi ari.

715 F.2d 703, 710 n.8 (2d Cir. 1983).

who only belatedly noticed the failure to subnit

to the jury could ask the

etc., slip

197 (2d Cir. Nov. 25, 1992) ("district court order

granting or denying a notion for a new trial on the grounds that a 

verdict is against the weight of the evidence is not reviewable in 

this Circuit"); Kirschner v. Office of the Conotroller. 973 F.2d

88, 96 (2d Cir. 1992) (sane); Roberts v. Consolidated Rail Coro, . 

893 F.2d 21, 26,. (2d Cir. 1989) (sase), such a denial will not be

A party 

a needed question 

court to subnit that question in a 

postverdict interrogatory, and the trial judge would have 

discretion to subnit such an interrogatory.

FUIliitr >37 F.2d 229, 233-34 (2d Cir. 1984).

Nos. 92-7676,

740 F.2d 195, 200 (2d Cir. 1984);

574 F.2d 676, 684 (2d Cir. 1978). Assuming that- the

district court's denial of such a notion is reviewable,

Dunlap-McCuller v, Riese Organization.

189,

away f;

reviewable at all).



for the court to refrain from setting aside the verdict and

granting a new trial.2 Union

Rv, . 321 U.S.3

4

5

6

7

8

trial, or whether he also contends that there was no evidence of9

willfulness,10 a potential basis for judgment In the ~n.o.v.

11 n.o.v.

12

which appellants alternatively requested a new trial.13 To the

14 extent that appellants seek to assert that there was no evidence

of willfulness and that they were entitled to judgment15 n.o.v.,

16 that argument is procedurally barred. Though at the close of the

evidence defendants moved for a directed verdict on a number of17

18 grounds, this ground was not among them. Thus, judgment n.o.v.

19 would have been improper, and they are not entitled to entry of

judgment in their favor on this appeal.20

21

22

23 against the weight of the evidence as to willfulness, the argument

24

25

26 an element for RICO purposes "may be correct," the court denied a

- 26 -

To the extent that the willfulness argument challenged

the trial court’s instructions or suggested that the verdict was

district court, the question was raised in the judgment 

section of defendants' posttrial motion, not in the section in

Sjes, e.c, . Tennant v. Peoria & p.

was more properly one for a new trial, and the trial judge so 

treated it. Though noting that the contention that willfulness is

29, 35 (1944) (jury's credibility assessments are 

entitled. to deference); Wade v. Orange County Sheriff's Office.

844 F.2d 951, 955 (2d Cir. 1988).

On the present appeal, it is not entirely clear whether

William's willfulness argument is based solely on the district 

court's failure to instruct, which would be a basis for a new 



new trial1

2
The

3

4
serve as

5

6

7

S

9

10

11

12

13

14

15

16 fora.

17

18

19 act.

20

21

' 22

23

24

25
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I
I,

that 

any need for a finding of 

Though defendants also Made a noaber of requests for 

instructions with respect to the other alleged RICO predicate  

acts, they >ade no Mention of 5 12(2) as a RICO predicate or of 

any additional questions to be considered by the jury in that 

connection. Further, defendants did net object to the trial 

court's instructions with respect to use of the 5 12(2) claia as a 

RICO predicate; and they did not object to the special verdict 

which expressly instructed the jury that if it found in

favor of Metrosedia on the 5 12(2) claia it was required to find 

that Metroaedia had proven securities fraud as a RICO predicate 

Nor did they request that a postverdict interrogatory be 

subaitted to the jury on the question of willfulness.

In this appeal, Williaa argues that the trial court should 

have excused appellants' failure to raise the issue tiaely in 

order to avoid -obvious injustice.- Given our interpretation of 

th* tar* "willful- and given the evidence of record, we are not 

persuaded that a new trial was needed to avoid injustice.

on the ground that appellants had not raised the 

question before the jury retired to begin its deliberations.

finding of default is clearly supported by the record. Defendants 

aade no request for an instruction that 5 12(2) could not

a RICO predicate act unless the violation was willful. Their 

requests to charge included a lengthy proposed instruction with 

respect to Metroaedia's clain directly under that section; 

request, properly, did not Mention

willfulness.
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/

2 tens

3

4

5

6

7

8

9

10 15 U.S.C.

11

12 Act.

13

14

15

16

17

18

19

20

21

22

23 States v.

24

25

26
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Unites

£1X211, 536 F.2d 1388, 1397 (2d Cir. 1976). . Given thi 

siBilarity of the language of the two statutory provisions, vi 

believe the Peltz test too should be applied in deterainiw 

whether a violation of $ 12(2) was willful. Thus, we concludi

cert, denied.

Although we have not directly addressed the weaning of tl 

"willful" in 5 24 of the 1933 Act as it would apply to

5 12(2) violation, we have stated that the governnent could pro-* 

that a violation of $ 17(a) of the 1933 Act, 15 U.S.C. 5 77q(i 

(1988), was willful within the weaning of 5 24 -by proving that 

defendant deliberately dosed his eyes to facts he had a duty t 

see-" United States v. Beniamin. 328 F.2d 854, 862 (2d Cir.)

denied, 377 U.S. 953 (1964). In addition, we have nor 

fully explored the weaning of -willful- in connection wit 

prosecutions under 5 32(a) of the 1934 Act, 15 U.S.C. 5 78f 

(1988), the first clause of which is siwilar to $ 24 of the 193

Sgnpare 5 24 of the 1933 Act, 15 U.S.C. s 77x (iwposin 

criminal liability on -any person who willfully violates any o 

the provisions of this subchaptar [1933 Act]-) with 5 32(a) of th 

1934 Act, 15 U.S.C. s 78ff (imposing criwinal liability on -[a]n 

person who willfully violates any provision of this chapter [193 

Act]-). In United States v. Peltz. 433 F.2d 48 (2d Cir. 1970)

401 U.S. 955 (1971), we held that a prosecutio 

under the quoted clause of S 32(a) required .a showing -that th 

act [was] wrongful under the securities laws and that th 

knowingly wrongful act involve[d] a significant risk of effectin* 

the violation that has occurred,- ifl. at 55; see



1

2

3

4

5

6

7

8

9 We conclude that had the jury been so instructed in.the

10

11

12

13

14

15
Of,

16

17 condition.

18

19

20

21 its

22

financials were

25

26

- 29 -

(assets of

and liabilities exceeding $14

false and that their inaccuracy 

attributable Merely to negligence.

revelation of

that, with respect to oral conaunications 

willfulness say be established by a 

defendant either (a) knowingly

ii

vas not

Ihe jury could also infer that 

Willla., given his loot ovnerehlp of, uxl top executive poeltion.

present case, it could easily have found that willlax's violation . 

of S 12(2) vas willful. As discussed in Part II.B. above, Willian 

Bade oral statenents falsely assuring SubotnicX that all material 

facts had been disclosed to Metroaedia, and be Made other oral 

statenents that were Materially Misleading because of their 

ioplicit adoption of, and failure to disclose the falseness 

the financial docunents' representations

As to willfulness,

disparity between, the Express

Metroaedia prior to the acquisition (assets of 

and liabilities of

as to Express' s 

there was a sufficiently great 

financial statenents given to

$11.65 Million

sone $8.77 Million) and the postacquisition 

true financial condition

approxisately $8.59 Million

23 Million) to perait the jury to infer that the preacquisition

24

in violation of 5 12(2), 

showing (1) that the 

nade false or Materially incomplete 

Misleading statements or (b) nade false -or Materially incoaplete

Misleading statenents with respect* to facts to which he had 

deliberately closed his eyes but which he had a duty to see, and 

(2) that he knew that his statenents significantly increased the 

possibility of a sale of the securities in question.



1

did not have a net worth of aone $3 Million, as rapraaented, but 2

It bad been conceded3

4

5

6

7

8

9

10

11

12

13

that it aust answer that question, a finding of willfulness could14

not have been set aside for lack of evidence. In all the15

circumstances, it was within the discretion of the trial court to16

17

18

19 Bankruptcy Fraud2.

20 In challenging the district court's ruling that the

21 Bankruptcy Court Decision collaterally estopped his froa

22

23

24

25

- 30 -

itter of lav his transfer of the Express

License to Roy could not constitute bankruptcy fraud because, he 

clains, the FCC in an October 26, 1988 letter ("FCC Letter") ruled

decline to excuse appellants' failure to ask for an instruction on 

willfulness and to deny their notion for a new trial.

Express in order to make Express's statement look better."

In sun, the question of willfulness was indeed one for the 

jury, but the evidence was such that, had the jury been instructed

contending that he had not coasitted bankruptcy fraud, William 

contends that as a

instead had a deficit of some $5.5 million.

prior to trial that the Fugazy companies were in dire financial 

straits and. the evidence depicted a William who was desperate for 

Metromedia to purchase Express. And, if in doubt as to whether 

the above factors circumstantially bespoke willfulness, the jury 

could infer from William's own words that his misrepresentations 

and nondisclosures were intentional and designed to deceive, as in 

mid-March he wrote that his auditors had "played games with . . .

in, International, Travelco, and Express, was aware that Express
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Jia Beam Brands
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2

3
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5
proceedings are

6

7

8 decision.

9

10

11

12

13
350 n.10

14 (2d Cir. 1973);
5 21:3 (2d

15 ed. 1983) ; Restatement fSecond) of Judgments 5 83, coaaent b
16 (1982).

17 As
collateral

18

'19
. and

20

21
327 F.2d

22

23 (1945)).

24

25 that sense.
Zdanok v,

26
327 F.2d at 955.
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4 Davis,

sertt.

811 F.2d 698,

102X. (1987) . 

in the two

Jork State.

department of utbor. 487 F.2d 342,

Administrative Lav Treatise

v, Slidden Company, Durkee Famous Foods Division, 

at 955 (quoting Catlin v.

an adjudicative

or denying a.privilege is not 

an adjudicative deciaion unlaa. tb« .gancy baa Bade its decision 

using procedures substantially similar to those employed by the ~ 

courts. See gentrally Klaaater v. schveiker. 721 y.2d so, si (id

Cir. 1983) (per curias) ; Associated Industries of Hey

Inc, v. United State 

United states^ 324 u.s. 229, 233

Rather the concept of finality for collateral estoppel 

purposes -includes eany dispositions which, though not final in 

have nevertheless been fully litigated.-

Slidden Company, Durkee Famous Foods Division.

to the need for finality of decision, 

estoppel, unlike appealability under 28 U.S.C. 5 1291 (1988),

-does not require a judgaent 'which ends the litigation . . 

leaves nothing for the court to do but execute the judgaent. •-

agency cannot be the 

estoppel unless it was

An agency action granting

are significantly different. see. e,q,

Beaaish i Qraxford Ltd./ 937 F.2d 729, 734 (2d cir. 1991), 

dfinitd, 112 S. Ct. 1169 (1992); Cullen v. Maroiotta .

732 (2d Cir.), cert, denied. 483 U.S.

further, even if the issues

identical, a decision by an administrative

basis for collateral
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Court Decision
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transferred it

the bankruptcy

nothing tentative

fi^SLu, Bankruptcy

liability of the

improper transfer
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FCC Letter 
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ted transfer
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circumstances 
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cancelled and

taference .to

inquiry"

approve the trustee's sale of 

»or is it lUcely that

a decision would

5 158(a) (1988) .

from the district 

for lack of appellate 

hankruptcy

for purposes of

banJctuptcy court

suggests that it

^toppel in favor of
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Part as follows:
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becaae th. n—_____ , “

■ of neord

.stahllsh.d in 2S D.s.c.

th. appeal of

being dismissed
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sufficiently final

On the other hand,

decision, the

submitted with •* -
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.the need,
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administrativerequire
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•ven if there were no

language or th. ycc tattw itMlf
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bankruptcy principles governing what assets are to be considerec1

2 property of a bankrupt's estate.

3

4

5 been permanently

6

7 C.F.R. S 90.157(c).

8

9

10

11

12

13 The Letter states that the License was in fact

14

15

16 That implication is also consistent

with the facts that in April 1987 the FCC approved the transfer.17

and in October 1987 it advised the trustee that he could not then18

sell the License to Metroaedia without the consent of TJ-aauejne.19

20

21

William transferred it.22

23

24 bankruptcy estate.

William’s25 the district court•sother challenges to

collateral estoppel ruling do not require extended discussion.26

- 36 -

This treatment belies any supposed FCC

ruling that in January 1987 the License was not property of the

In sum, after January 1987 the FCC itself treated as belonging to

Limousine the very License that had belonged to Empress until

Other statements in the 1988 FCC Letter support this 

inference.

invocation of this regulation and its view that Express ceased 

operations in December 1986 is not that Express had no property 

interest in the License in January 1987 but rather that its 

interest continued until at least December 1987.

Further, the regulation cited in the FCC Letter provides 

that for purposes of return of licenses to the Commission, e 

broadcast station is considered to have

discontinued if it "has not operated for 1 year or more." 47

The inference to be drawn from the FCC's

transferred and that Limousine thereby became the new licensee, 

implying that in January 1987 the License was indeed, in the FCC's 

view, a transferrable asset.
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t

ects and Metronedia’s injur-y *

Metremedia was insufficient to 

reliance.

The waiver argument borders

court decision was filed 

trial.

the
decision collaterally estopped defendants iron contesting that 

there had been bankruptcy fraud. Appellants had as such notice of 

the clain of estoppel as could reasonably be required.

Nor is there serit in the contention that

Th? Mg 11 and wire Fraud Predicate Acts

Willian argues that the jury's findings with respect to 

nail and wire ffaud as RICO predicate acts should be

because (1) the district court failed to instruct the jury 

properly as to the required "causal nexus" between these predicate 

end (2) the evidence adduced by 

support a finding of justified 

We find no basis for reversal.

RICO provides that -[ejny person injured in his business 

or property by reason of a RICO violation say bring a civil

bankruptcy

case vent to 

reference to the decision in his 

opening statement to the jury and asserted during trial that

appellants were

unduly prejudiced by Metroeedia's presentation of evidence 

connection with

in 

a matter as to which they were collaterally 

estopped. Though the question of whether Willian had 

bankruptcy fraud had been determined, Metromedia was nonetheless 

required to introduce .cm .vldence with respect to that fraud in 

order to show that it was part of the alleged pattern of 

racketeering activity.

The

on the day the present

Metromedia 1 s counsel -ande



1
18 U.S.C.

2

3
and

4

5

6

7
S.

8

9

10
causal connection.

11

12

13

14 1188

15

16

17

18

violation of Section 1962%) of the alleged
been establish^I by . (C) °T • hive
before you My fi^ ZL °£ the evidence,
find that Metroe^. * M«tro»edia, you aust also 

-rZ0***31® ®ustained an iniurv <4..

before

both, will .itl«fy2flsj 

caused bv the unii --X
satisfy this

29
added)).

30

31

If you find that19
20
21
22
23
24
25
26
27
28

the j ury

It stated

-Investor

requires

In the- context

on.

907 F.2d at 1311; 

n.io (4th cir.

Safety Producte 

^?FP_u, 112

plaintiff to establish 

alleged RICO predicate 

establish the required 

required to deaonstrate 

were relied

danages.

requires that there be 

prohibited conduct

SSUntY Qf .Suffolk v. T^ng

(2d,Cir. 1990) (quoting Noman

F.2d 634, 636 (2d Cir.

Protection

quireeent.

(Trial Tr».cript 22S2

been prafar^l. f hav. include „ lection that inform th. 

jury or th. ralatiotwhlp b.tvwn caption and r-llane., th.

- 38 -

the pattern of acts, or

Dwges not
■21 pattern of acts da not

" ’The

business.

T.. - th.

5 1964 (c). 

a causal connection 

[the] plaintiffs injury. •• 

Mahtinq cp. , 907 r.2d 1295, 1311

■Y» Niagara Hohavk Rover Cam.. 373

1989)); Holxes y. 
Securities

Ch* 1311 (section 1964(c) 

proxlxate cause). „e. contMrt of

act or Bail fraud, v. hav. stated that to 

the plaintiff vas 

that the defendant's Bi.reprM«ltatlons 

gpiwty or v ,-ng l31,nd T^4i>g

 *ss-alS2 Brandcnfair; y, stirtri, sss r.Sd 1179,

1988,; SPMttw i Mann, inc, v. 

Inc., 831 P.2d 596, 606 (6th Cir. 1987).

In the present case, the trial court instructed

=n causation without specifying the rol. of reliance.

as follows;

action to recover treble

phrase "by reason of"

between the
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Subotnick testified that he received sene of the fals-reversal.2

41 f that he had nunerous telephon-financial statements in the3

conversations with William urging Subotnick to have Metromedi;4

5

6

inaccurate.7

8

9

10

11

of attorneys12

Appellants'*13

and th
14

15

affairs.16

17

RICO’s Pattern Requirement4.18

instruction as t19

20

21

22

23

24

they were25
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- f

sporadic, that those acts were related to each other,

continuing or constituted a threat of continuir.

make the purchase, and that if Subotnick had known the extent t. 

which the financial figures provided by William and Express wer*

Metromedia would not have entered into the stoa

purchase agreement. Thus, there was plainly sufficient evidenc- 

for the jury to find causation and reliance.

Finally, we reject William’s contention that any relianc 

by Metromedia could not have been justified because it had a tea 

and financial experts studying Express's condition 

nondisclosures denie

‘I •

absence of such an instruction here provides no basis fo:

misrepresentations and

Metromedia’s advisors access to accurate information,

record does not suggest that they knew the true state of Express'

The suggestion that Metromedia could not justifiabl

rely on appellants’ representations is meritless.

William challenges the trial court’s

what Metromedia was required to prove in order to establish 

■pattern" of racketeering activity within the meaning of Rice 

The court told the jury, inter alia, that Metromedia was require 

to show that William's unlawful acts were neither isolated nc 

and the
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contends tha'

appears to have aerit, v<

found by

In addition to the

or aonths and 

not .atisfy this raquliMent. • 

aonths, however, have been held

racketeering activity. 

Metroaedia could Meet 

unlawful activity

■uppcrt a finding of

964 F.2d 193, 210 (3d

States v, Stodola. 953

(closed—ended period of

61 U.S.L.W.

error." 

Iftft United States v.

The court instructed that

this burden was

was "repeated over

tiae for exaaple, a few weeks

this was error.

6 conclude that the

7

vas erroneous, 

however.

one way in vhic

by showing that

a substantial

or sonths." Wiliia®

While the contention

®ii^r was hamless.

Though there is

precisely what period of

9 finding the Continuity

10 Suprese Court in H.J.

U.S.

court’s illustration

or »onth«- hlght conrtltat. a ’«ub»taneial

The RICO ptwUcate acta

were not so liaitad.

V 
/

7

/ /

no bright lln. tMt for deterolninc 

tiae i. -m.b.tanti.1- for purposes ol 

necessary to establish a Rico patten,, th. 

lag, y, Horthvesten, Well T.l«nhn„. en. . 492 

(1989), stated that •[pjr.lloate act. extending over a 

rev veexs or sontn. threatening no future criminal conduct do

Id. «t 242.

20 xonths

3257 (U.S. Oct. 5, 1992), 

froa the jury’s findings, an

■ay constitute hamless

964 F.2d at 209;

1144-45 (11th cir. 1991).

present case, the district

that -a few weeks

period of tise"

the jury.

Pelulla.

sufficient); United 

270 (7th Cir. 1992) ,

sufficient), cert, denied.

and -Where continuity can be inferred 

erroneous instruction

States v. Pelulln

941 F.2d 1141,

Periods of 19 or 20

aufficient to

continuity, see United States v.

Cir. 1992) (19 sonths

F.2d 266,
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bankruptcy fraud found

that William had

ky the bankruptcy 

committed three

We have considered all 

appeal and have found in th 

judgment of the district

of appellants* arguments on thiz 

no basis for reversal.

court is affirmed.

1216 jury found

Predicate

recent

at least until 

bankruptcy fraud by 

assets to his son. The ju£y was

acts that the jury 

approximately two years, and

to a few weeks

mail fraud, wire fraud, 

inferences that th.

were related,

The related predicate

proven spanned

instructions• reference

harmless.

other types of

and securities fraud. 

ie aecurities and mail

early as January 1985,

financial statements

The record supports

fraud began at least as

when appellants mailed to

ror Ecprw. that algnlflcantly overrated its

undaratat^d th. Io.— lts

performance. The unlawful activity continued

January 1987, vh.n Wlllia.

transferring one of Express's

instructed that in order to

it

z
7

son.

find for Metromedia 

the predicate

presumably so found.
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May 25, 1993

Dear Medal Recipient:

We look forward to hearing from you concerning this matter.

Sincerely,

40 PATRIOTS POINT ROAD, MT. PLEASANT, SOUTH CAROLINA 29464, TELEPHONE (803)884-8862

We have-also included a copy of the Court of Appeals decision 
regarding the organizer of this medal ceremony.

Our
The medal is not

The dinner and medals ceremony in which you participated demeans 
the heroism and value of the medal for which the members of our 
Society and the families of those recipients no longer living 
feel strongly.

The members of our Society feel deeply about the medal that they 
earned risking their lives for America. It is the only 
Congressional Medal of Honor, or Medal of Honor, sanctioned by 
the United States Congress.

si J. Elliott Williams, President 
// Congressional Medal of Honor Society

CONGRESSIONAL MEDAL OF HONOR SOCIETY
UNITED STATES OF AMERICA

CHARTERED SY THE CONGRESS

We were disturbed to learn that you accepted a medal at Ellis 
Island on May 16, 1993 which has been called the "Ellis Island 
Congressional Medal of Honor" and "The Medal of Honor".
Society is offended by the use of these terms. ' ___
sanctioned by Congress. Furthermore, the funds solicited for the 
ticket sales have never gone to Ellis Island.

As deserving as you may be of recognition, we consider this medal 
to a sham and crass commercialism intended to sell dinner tickets 
and to provide publicity for the presenters of the medals.

We assume that you were unaware of the enclosed Village Voice 
article. We would hope that your acceptance of the medal 
resulted from an innocent lack of information about the medal's 
background. We would also hope that had you known all the facts 
about the medal, it would have been rejected by you, as it was by 
others.
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Medal of Honor recipients 

content in their obscurity

r

» u

MAY 30, 1993
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■ •■ _A_. There’s nothing in 
:Nicholas Oresko’s 
: living room from his war
■ years. He'will take you to

the dark cellar, where 
• black and white pho-
■ tographs of Oresko with 
•■presidents and generals 
: line one wall. He apolo-

gizes when he discovers

WSTOO.NOTHE.R JOBS, THU SAY

■' *.i. /

■

misfctss 1

’ PSc to br Hm Van Memmen

Hector Cafferata, left, enjoys a chat with old friend Richard Bernard 
at an outing in Oxford. Bernard lost both legs in action in Korea. 

Cafferata received the Medal of Honor for heroism that saved 
Bernard's life. At top, Nicholas Oresko at his Tenafly home, where 

. he was kind enough to wear his medal for a photo

: ;zhis original framed cita-
:; tion, signed by President Tnimah,' its glass racked, ' : 
: in the"middle of a stack of plaques.piled ph a chair.^’

Ml
—•

/

WO®

w •

By DAVID SCHWAB

You’ve probably never heard of 
Nicholas Oresko. Bom in Bayonne, 

-- the son of a laborer at the Bayway
■ Refinery, Oresko worked for the Vet­

erans Administration for 32 years be­
fore retiring in 1978 as a supervisor of 
the adjudication division.

: Now 76, his wife having died 
years ago, he spends much of his 
time cooking, sewing and maintain­
ing his modest Tenafly home almost 
as if to pass inspection.

You wouldn’t know it by his de- 
:. meanor or conversation, but he is J 

also a recipient of the Medal of 
Honor, this nation’s highest military 
decoration for bravery in action. 

’ - ' You might think the medal
would make a person famous, that 
the nation would know and remem- 

.■ ber its 204 living recipients. But in
• many instances, we don’t. ':

Most civilians wouldn’t recog­
nize the Medal of Honor, a small, dull 
bronze star that hangs beneath a 
field of 13 tiny white stars on a pale 
blue ribbon worn around the neck—

■ certainly not the way they would 
spot an Olympic gold medal

That’s partly because of the na­
tion’s collective memory lapse the 
more time passes between wars and

■ - partly because of the way recipients
view themselves. ■ ■

Oresko and others downplay 
what they did, insisting they were 

' only doing their duty. They keep 
.. their medals in a drawer, taking 

them out only for occasional func- 
. tions, normally military affairs where 
V'it is the equivalent of the Olympic 
>- gold.’ -?'

Medal of Honor recipients be­
long to one of the nation’s most se- 
lective fraternities. They are invited 

> to every presidential inauguration 
■■ ■ and given VIP seats. Presidents and
• generals salute those wearing the 

medal. As he presented them with
. their medals at the White House, 

President Truman would tell some 
recipients he would rather have that 
honor than be president.

“It’s hard to explain," said 
Oresko, a short man with silver 
glasses and white hair, when asked 
why recipients appear so modest 
about the medal.

"You’re happy that you have it,

Please turn to Page 16

* • *.

S'7
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lips

'We shy away from that word b<

Continued on next page

nard lost both his legs.
Sliding out of his wheelchair onto 

a couch in his East Hanover home, 
Bernard, now 62, explained some of

legs and spine, but had to wait with 
others for five days to be evacuated.

Medal of Honor recipients say 

they were just doing their duty
" * Am anamv (TTPHndA Inndpd 1H 3

introduced in the House of Represent­
atives last month. This is needed be­
cause at least 40 recipients are liv­
ing at or near the poverty level, sup­
porters say. Recipients like Oresko 
will have little or nothing to do with 
the effort.

Leading this national campaign 
is Richard Bernard, a deputy commis­
sioner in the New Jersey Department 
of Military and Veterans’ Affairs.

As a 19-year-old Marine reserv­
ist, Bernard was in Korea in November 
1950 as the First Marine Division tried

Continued from Page One

you are so grateful you are alive, and 
that actually is good enough,” he said.

Oresko still remembers the chill 
that came over him when he realized 
he was preparing to die as he jumped 
from a foxhole in Germany one frigid

as one might hold a trust for others. Jr.' the retired Marine Corps comman-
This selfless attitude is why dant. cause we saw so many who were kille

 Bucha believes the effort to increase a Marine Corps color guard ancL
His life was saved, in part, by the the monthly stipend could be doomed. a detachment in its dress blue uni-

30-degree below zero temperatures This is one constituency that simply forms prepared to pass in review tc
that caused the blood to coagulate will not speak out and may not be no- honor Cafferata. He invited the other
around his wounds. And it was saved ticed otherwise, like a decoration kept members of his unit to the front to
by other Marines who continued to in a drawer. share in the honor. They stood in line,
fight, including another Medal of “Recipients are like well placed their hands over their hearts, as the
Honor recipient who lives in New Jer- flagpoles, of interest to people on cer- young Marines marched by.
sey, his friend, Hector A. Cafferata Jr. tain days. But the vast majority of One of those who understands

According to the official military the time they are not aware of their the psychology of the Medal of Honor
citation, Cafferata, a 20-year-old Ma- presence,” he said. He insists this recipient is Paul Bucha.
vine private, single-handedly held off doesn’t bother him.
an attacking force with grenades and
sharpshooting after the rest of his rifle
squad of 12 was struck down.

Medal of Honor Society draws: sol- Last October, more than 700 peo- so his wife could snap a picture, 
diers didn’t “win” the award—as one pie filled the stadium at the high His voice lowered just a bit whe

There's a flagpole in Bayon. 
that sits in the middle of a block-lo: 
park bounded on one side by Gre 
Lane, which runs from 23d Street 
24th Street. The street was named i 

 , . - . J . Stephen R. Gregg, the second of t
' An enemy grenade landed in a city’s two World War II Medal

In March 1968, Bucha, an Army foxhole occupied by wounded Marines Honor recipients. Graffiti cover t
u._ captain, directed his company of and Cafferata rushed forward to throw base of the flagpole, as well as t

January day in 1945. An Army master about 90 soldiers to engage what later it free; the grenade exploded, severing stone monument to Sister Miria
sergeant, he destroyed two machine turned out to be a force 15 times his part of one finger. Teresa, a candidate for sainthood f
jun bunkers that threatened his pla- own in the thick jungles of Vietnam, He killed 15 and wounded many whom the park is named.
soon before collapsing from bullet then organized a withdrawal and de- more, forcing a retreat and saving the in August 1944, Gregg was : 
rounds. fense until his men could be evacuat- fives of several fellow Marines until he Army technical sergeant in Fran

But he’s not eager to talk about ed- After learning he was to receive the was shot himself and forced to evacu- Who in two days personally led medi 
his, and his official citation sits amid Medal of Honor, his first reaction was ate. Witnesses say he fought in his to rescue seven injured soldiers- w 
i stack of plaques piled on a chair in to turn it down. bare feet, having had no time to pre- briefly captured by German soldie
ris cellar. He shrugs when he men- Bucha, 49, is a partner in Port pare fOr the surprise attack. but escaped when they were fin
ions how police in New Jersey period- Liberte, the struggling real estate ven- Cafferata, now 63, a resident of upon, and then recaptured a mort 
cally pull him over, not recognizing ture in Jersey City on the Hudson Alpha who works at the state’s trout position, killing or injuring three ar 
us specially issued license plate, be- River. who moved there from New hatchery in Request, declined to be taking two prisoners ■
ieving it a fake. York several years ago. The son of an interviewed. But he’s willing to be Ever since returning to Bayom

Precisely because Medal of Honor ArmV colonel, he attended West Point quoted as saying he’s no hero. in 1945, Gregg has worked for ti
ecipients are known for their refusal and received his master’s degree from “it was just a case of doing my Hudson County Sheriffs Office. Nc 
o seek anything for themselves, a co- job, like every other Marine, which was 78, he is chief of the uniformed o£
Jition of other veterans organizations Stanford Business School before re t0 defend each other and keep the cers. He had expected to return 
s mounting a campaign on their be- porting to duty. He later taught al hill,” he said. the Kearny shipyards but was often
lalf to increase recipients’ special West Point and worked for Ross Pero FOr SOme time there had been the job by'then Jersey City May- 
monthly stipends. for many years. talk of honoring Cafferata in Mont- Frank Hague, a legendary Hudsc

A bill to increase it from $200 to Bucha knows many Medal o Vifie> where he grew up and where his County political figure.
500, the first raise in 14 years, was Honor recipients and understand skills with a hunting rifle were con- Hague also offered a similar po: 

why they may feel uncomfortable 11 sidered legendary before he joined the tion to a another Medal of Honor r 
the spotlight. He believes that’s be Marines. But he had let it be known he cipient. Army Technical Sgt. Jot 
cause the medal recognizes not sim would not approve—until last year Meagher of Jersey City, and the tv 
ply daring on the battlefield but self- that is. worked side by side for some 35 yeai
lessness, putting the lives of others When construction of a new sub- Meagher retired 13 years ago ar 
before your own, assuming they would division began in the woods near moved to Toms River. He’s now at tl 
do the same. Recipients really don’t where Cafferata used to hunt, Caffera- Veterans Affairs Medical Center 
think they are special. ta Court, now a cul-de-sac with two Lyons.

"It recognizes common day homes, was bom. Sitting in his basement office
Americans who lived up to the po- About the same time, the Lance the Hudson County Courthous 
tential that resides in every single Cpl. Robert j. Slattery detachment oi Gregg fondly recalled the many la 
kid,” Bucha said of the medal. the Marine Corps League of Morris ish, black-tie affairs he has been i:

Each recipient will insist he piains decided a plaque should be vited to attend. He remembered ha 
knows others in his unit who were erected at town hall. The event grew ing drinks with Eddie Rickenbacke
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Like other recipients, Sigler had 
been led to believe that job offers and 
opportunities might come his way, 
and like others he was disappointed. 
He had applied for jobs with the state 
game warden, the VA and others. Yet 
In August 1947 he was unemployed 
and engaged to be married.

That's when The Star-Ledger 
published a front page article explain- * 
ing how town leaders two years before 
had raised $7,000 for a homecoming 
parade to honor him and had never 
given him a share of the money they : 
had promised. A week later, he was 
appointed a state fish and game war-

: who could have been heroes had they 
lived,” he said. “Men died beside you, 
in front of you ... We who were there 
know what action is and don’t love to 
brag about it anyhow."

The Medal of Honor is present­
ed by the President, on behalf of the 
Congress, which is why it is often im­
precisely called the Congressional 
Medal of Honor.

It is given on the basis of recom­
mendations of commanding officers or 
peers that are verified through inter­
views with witnesses. Recipients are 
normally unaware they have been 
nominated. Since the Civil War, 3,393 
men and one woman have received the 
honor. About 60 percent of those hon­
ored died in combat. ' -

The Medal of Honor recognizes 
those who have acted “above and be­
yond the call of duty,” which normally 
means they did something they didn’t 
have to do at the risk of being killed, 
often in hand to hand combat. None 
has been given since the Vietnam War. 
Most of the awards have gone to infan­
trymen. Many, therefore, believe the 
Medal of Honor tends to recognize the 
common man.

When Marine Pvt. Franklin E. 
Sigler returned to Little Falls with his 
medal, he thought about returning to 
work at a gas station.

Sigler had been at Iwo Jima in 
March 1945 and was recognized for 
fighting and helping to rescue other 
Marines even after a grenade took off a 
part of his ear and nose and he was 
shot through the hand.

| to humility
den. ■ • ■

For 12 years, Sigler worked as a 
detective with the Passaic County 
Sheriffs Office. He retired in 1962, 
spent 10 years with a firm that built 
golf courses and now lives in Hamp­
ton in Sussex County.

Sigler, 68, doesn’t attend many 
military functions these days. But he . 
mentioned how honored he was to re- i 
turn last fall to Parris Island, S.C., 1 
for the graduation of his grandson, 
Pvt. Derrick J. Peter.

Peter recalled how thrilled the 
young Marines were to meet his 
grandfather. They had never seen a 
Medal of Honor but knew what it sym­
bolizes.

Sigler is asked whether he feels 
Medal of Honor recipients have been 
forgotten.

“No, I don’t think so,” he said. 
“You got to realize the war’s been over 
for quite a while, and the only ones 
who know would be people in the mill-
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Military Scientist
A Sociologist Helps

Pentagon Find a Way

To Lift Its Gay Ban

int C hiefs to Act This Week
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stating that homosexuality is incompatible 
with military service. The White House 
disagrees with that language and hasn’t 
decided on final details of the new policy.

But the fundamental plan - known as 
"don’t ask. don’t tell" - was hatched by 
Prof. Moskos earlier this year, and is ex­
pected to be embraced. Under the compro­
mise. the U.S. would permanently end the 
practice of asking enlistees about their 
sexual orientation; however, homosexuals 
in the military wouldn’t declare it.

Though based at Northwestern Univer­
sity in Illinois, Prof. Moskos is a special 
kind of Washington player: the behind-the- 
scenes thinker. "Charley’s one of those 
quiet guys nobody outside his discipline 
knows much about who is going to wind up 
having enormous influence on his coun­
try," says Al From, president of the cf 
trist Democratic Leadership Council. If » 
compromise he fashioned flies, he will ..e 
credited with helping ease the president 
out of one of his earliest and most vexing 
political snarls.

A Walking Tribune
Prof. Moskos, who criticizes President 

Clinton for being "tone deaf on the mili­
tary," has spent decades listening to 
everyone from buck privates to four-star 
generals. "He has the unusual willingness 
to go where the troops are,” says retired 
Gen. Maxwell Thurman, who oversaw the 
1989 U.S. invasion of Panama. "When I 
was doing Panama, he came on down.” 
Indeed. Prof. Moskos has done field re­
search during every major Army deploy­
ment over the last 30 years except Gre­
nada. an omission that annoys him. And 
while he is on friendly terms with the 
Pentagon’s top brass, he likes to think of 
himself as a walking "tribune of the en­
listed man.”

“He’s certainly the most influential 
military sociologist in the country, and 
probably in the world,” says University of 
Maryland sociologist David Segal. "He’s a 
top-flight field researcher, and he sees , 
things going on in the military before other 
people see them.”

After years of getting to know military 
personnel at all levels, he isn’t surprised 
that the homosexual question has erupted 
into a political trauma, while causing less 
of a stir in the militaries of many U.S. 
allies. "No other country has a strong 
religious right, ? nd an active gav move- 
rpppt.” he-sa,vs.,"We are unique. That’s

Friendly Skepticism
Striding into a mess hall at Fort Drum : 

in upstate New York one morning this 
month, the barrel-chested, crew-cut Prof. 
Moskos is a whirl of energetic but skeptical 
observation. He interviews everyone he 
encounters. He is pleased to see that black 
and white soldiers are mixed throughout 
the room. "There’s no racial clumping," 
he observes happily.

Though Prof. Moskos clearly likes the 
military, he doesn’t romanticize it. After a 
Fort Drum sergeant major tells him that 
base rules limit alcohol in barracks to a 
six-pack of beer or a bottle of wine for each 
person. Prof. Moskos checks with an en­
listee. who tells him the rules aren’t 
enforced. "Some people you have to pour 
into bed," the soldier reports. And when an 
infantryman complains about power-trip­
ping sergeants, Mr. Moskos shrugs with 
the knowledge of one who has been there: 
"What’s new about that?"

Drafted after graduating from Prince­
ton in 1956, Mr. Moskos did a tour with the 
Army in Germany. While still a private, he 
wrote his first article on military life. "Has 
the Armv Killed Jim Crow?" and published 
it in the Negro History Bulletin.

Since then, he has managed to visit 
and write about the U.S. military all over 
the world, using grants from the Ford 
Foundation, the Rockefeller Foundation, 
the Twentieth Century Fund and the Army 
itself. In Vietnam - his first tour as a 
combat sociologist - he irked the Army by 
pointing out that U.S. soldiers disdained

Please Turn to Page A9, Column 1

Research by Charles Moskos

Led to a Compromise: 
‘Don’t Ask, Don’t Tell

By Thomas E. Ricks
Staff Reporter of The Wall Street Journal

WASHINGTON - Charles Moskos ap­
pears to be everywhere these days.

The 59-year-old military sociologist is 
gathering evidence on the hardships of 
peacemaking in places like Somalia. A 
civilian national-service program-an idea 
he brought to Bill Clinton’s attention-was 
approved by two congressional panels ear­
lier this month. As for race relations 
within the military. Prof. Moskos stands 
out as a global authority:

But most critically, he is architect 
of the compromise on homosexuals in the 
military that will
probably end a
painful standoff be­
tween the White
House and the Pen­
tagon. Yesterday, a
leaked version of
that compromise
appeared on the
front page of the
Washington Times.
The version, drawn
up in the Pentagon,
would lift the ban on 
gays in the military
but keep language
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cause they fear homosexuals will become a 
privileged group, he says, “they’re talk­
ing in terms of violence, which we didn’t 
see before.” That finding argues for his 
compromise, he says, because under it gay 
men and lesbians wouldn’t be a visible 
group.

If Prof. Moskos has fought the left on 
homosexuals, he has antagonized the right 
by advocating civilian national service, 
which he sees as a way of transfer­
ring the lessons of the military to the 
larger U.S. society. Linking student aid to 
civic service, he says, would give GI 
Bill like benefits to those who provide such 
needs as day care or aid to Alzheimer’s 
patients.

After he laid out those ideas at a 1988 
meeting of the Democratic Leadership 
Council, he recalls, a man quizzed him for 
20 minutes, and then finally introduced 
himself as Arkansas Gov. Bill Clinton. 
Four years later, Mr. Clinton made na­
tional service a part of his platform.

Unlike many of the president's propos­
als, a national service program is moving 
through Congress and may become law by 
summer’s end. Under the plan approved by 
the House Education and Labor Committee 
last week, students could receive $5,000 a 
year in educational benefits in exchange 
for working in education, environmental or 
public-safety programs. The plan hasn't 
drawn plaudits from the right. “I think it’s 
a basically immoral program, and I think it 
won’t work,” says Martin Anderson, a 
former Reagan policy adviser. “It's based 
on servitude to the state."

But Mr. Moskos’s core work, and his

crucial, will endorse the plan later this 
week, clearing the way for the White 
House and Congress to sign on.

Prof. Moskos contends the plan relieves 
the military of some nettlesome secondary 
questions, like how to treat housing for 
same-sex companions or whether to track 
promotion histories of gay officers to make 
sure discrimination hasn't occurred. Still, 
he contends that, after years of costly 
military investigations into personnel sus­
pected of homosexuality, “ 'Don’t ask, 
don’t tell' is a tremendous change.. It 
mm nr rrnvc Fintro fn It a nmrmnvn ”tflfliUlS£avs don’t have to lig anvmnrp ”

Gay activists disagree, contending it 
allows them to serve only if they hide their 
orientation. “The closet isn’t a compro­
mise,” says a statement issued by the 
Washington-based National Gay and Les­
bian Task Force. Under “don’t ask, don’t 
tell,” it says, gay service members would 
need to lie or tell half-truths about their 
partners, life histories and even weekend 
plans. Nor is it certain just what would 
constitute a declaration. A photo of a 
same-sex friend? Possession of a ho­
moerotic magazine?

But Prof. Moskos feels strongly that 
silence on sexual orientation is for the 
good. In his Fort Drum troop surveys, he 
detededjyjg^njl^rij^iononhomosex-

' . '..'.lile some troops are moving ioward 
grudging accommodation, as many as half 
now are vociferously opposed. Partly be-

Continued From First Page 
their Vietnamese allies. He also pointed 
out the corrosive effect of moving individ­
uals in and out on 12-month rotations, 
rather than keeping units together.

In 1966, he followed U.S. forces to the 
Dominican Republic. In 1970, he spent 
eight months with United Nations peace­
keepers on Cyprus, concluding that 
"peacekeeping isn’t a soldier’s job, but 

only a soldier can do it.”
He traveled to Honduras in 1985, and 

then witnessed the Panama action. After 
interviewing nearly all the women who 
came in harm's way there, he concluded 
that “there was an officer-enlisted differ­
ence: Enlisted women aren't keen on 
going into combat.” On the eve of the 
Persian Gulf War, he assessed the motiva­
tion of U.S. troops and found it strong.

Recently, he has globe-trotted to the 
U.S. operation in Somalia and to the Italian 
military mission in Albania. Next on the 
schedule is a trip to South Africa to advise 
the African National Congress and the 
Defense Ministry on integrating the post­
apartheid military.

Prof. Moskos charged into the gay 
debate early-but on the side of continuing 
the current gay ban. “Enlightened gay 
advocates shouldn't argue for compulsory 
intimacy among persons of openly differ­
ent sexual orientation,” he wrote in a 1992 
Army Times column. Rep. Barney Frank,

Military leaders rejected the proposals 
that Rand delivered this month, and “don’t 
ask, don’t tell" became the working frame­
work for the compromise. It is expected 
that the Joint Chiefs, whose approval is

passionate interest, involves issues of race 
and military service. “The_Armv is Hie 
Anii, Jnitprl Stftfps whurp

one of two openly gay members of Con­
gress, complains that the article sup­
plied the military brass with a rationale for 
continuing the prohibition.

But after President Clinton's election, 
Prof. Moskos reconsidered. During a two- 
hour meeting with Sam Nunn, chairman of 
the Senate Armed Services panel, the 
sociologist suggested there might be a 
limited step that would be acceptable both 
to the military and the new president.

“He's been a valuable resource for a 
long time,” says Sen. Nunn. Of “don’t ask, 
don’t tell," he says, “That phrase was 
attributed to me, but I think it was origi­
nally Charley’s.” Sen. Nunn also says that 
his November talks with Prof. Moskos 
played a role in the interim solution he 
negotiated with the White House in Janu­
ary, under which the military stopped 
asking recruits about sexual orientation.

In the wake of those negotiations. De­
fense Secretary Les Aspin awarded Rand 
Corp, a $1.3 million contract to fashion a 
possible comnromise Rand oroposed not 
onlv lifting the ban but also Ipftinp p'avs 

?t- 
m ■

Qjdvnl_____

," he says. The'main
____ Jly troubled civilian society can draw 
from the military experience, he says, is 
this formula: "No dropping of standards, 
and absolutely no discrimination. Both 
have to go together one wotr f Work W

1 out the QLher. ~
At Fort Drum, Prof. Moskos was curi­

ous to know what black soldiers felt about 
the Somali operation, the first U.S. mili­
tary mission to black Africa. What he 
found was a bitterness among both blai ks 
and whites about the expedition, where the 
military intervened without being ask^d 
by a government or any factional leaders 
to assist humanitarian efforts. Prof. 
Moskos quotes one woman who went: 
“What is the point of trying to help people 
who really don't want your help? I didn't 
enjoy having rocks thrown at me.” Then, 
from a sergeant: “We treated the Somalis 
better than any other nation did, and they 
treated us worse."

Even before he leaves Fort Drum, Prof. 
Moskos begins formulating conclusions. 
* The story of Somalia is. attitndp was low,
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1, says
2 last

on military b; 
juniorjJi^TC

BY DAVID GERGEN
EDITOR AT LARGE

fow 
ien-

fense University ofiWsm 

with men and women who h 
forces in the past, He_can spen< 

gg^eflt^isJ^nlisted peisonndl^ 
programs in public schools, successful!^ 

wprtcmg to reduce the dropout rate. He will discover 

me of the finest people in America.
Just as he is poring over health care of late, Clintoif 

should turn in the next few months to an intensive, 
personal review of U.S. military needs and strategy. Be 
willing to change course on gays as evidence warrants 
from Sen. Sam Nunn’s hearings. Be willing to reconsid­
er controversial weapons systems such as SDI, if they 
appear promising. Clean up the Tailhook mess, no mat­
ter how many flag officers must be fired. Launch much 
more ambitious plans to help the hundreds of thou­
sands of military personnel mustering out of the service 
find jobs in private life. And once in a while, tell those 
who still complain in public to shut up or ship out. BiJJ* 
Clinton is starting his military service at the toj>zvut 

Jhat is all the more reason for strong le;

n another generation that now seems long ago, the 
Democratic speaker of the House of Representa­
tives, Sam Rayburn, kept fellow politicians in line 

with lots of homespun wisdom. It takes a carpenter 
years to build a barn, he would warn, but a mule can 

kick it down in an afternoon.
Many folks who have served in the U.S. military wish 

that Bill Clinton would pay more heed to Rayburn. They 
are convinced that the new president —the first since 
FDR who has never worn a uniform —is on a reckless 
course that could destroy the finest fighting force in the 
world, one that has-been carefully and painstakingly 
rebuilt from the ashes of Vietnam.

To be sure, they concede, the Penta­
gon should be reduced in size, but Clin­
ton is going at it backwards: He is mak­
ing deep cuts now and only later — after 
a strategic review is completed by De­
fense Secretary Les Aspin-will he de­
cide what missions the military should 
actually take on. The military, they 
worry, could be on the road back to the 
hollow forces of the late 1970s, when 
planes wouldn’t fly and ships couldn’t
sail. They also complain that the ad­
ministration seems overly ready to 
send American troops into combat 
zones the military would like to avoid, 
starting with Bosnia. Finally, in their 
harshest complaint, a president who has never known 
life in the barracks now insists on turning the military 
into a laboratory of social experimentation. His cam­
paign commitment of allowing gays in the military is yet 
another example, they say, of “ready, fire, aim.’’ y

In due course. Bill Clinton will surely turn out toye 
a better commander in chief than most troops 
think. As Democrat Dale Bumpers pointed out in
ate debate last week, the Clinton defense budg® still 
leaves the United States with immensely powerful 
forces. In 1993, we will spend twice as much on c^fense 

as our 10 biggest potential adversaries combine 
Bumpers. In his first formal press conferem
week, Clinton bristled when Andrea Mitchell oANBC
asked him about his leadership of the troops, bV he 
also showed greater sensitivity to the military’s ^ell- 

founded concerns about homosexuals in uniforr^ 
Clearly, he wants to build better ties to the military.

‘Bill Clinton is 
starting his 

military service at 
' the top — but that is 
all the more reason 

for strong 
leadership. ’

Even so, he must be far more aggressive than he has 
been in repairing the damage. Nearly 6 out of 10 peo­
ple who work for him in the vast federal bureaucracy 
are either Pentagon civilians or wear a militaiy uni­
form. More to the point, it is dangerous for the coun­
try when feelings of disrespect separate the White 
House from the nation’s best generals. Only in an at­
mosphere of trust can frank, searching conversations 
occur about the potential military threats to the Unit­
ed States as Russia unravels, the Balkans implode and 
terrorism threatens to lap up on American shores.

The White House should begin by turbocharging the 
appointments process at the Pentagon. 
Incredibly, of some 45 political posi­
tions to be filled, only two people have 
been confirmed and three more have 
been named. Working with Gen. Colin 
Powell, the current head of the joint 
chiefs, and Adm. William Crowe, the 
retired head who has been a crucial 
supporter, the president should find 
better ways to become acquainted with 
military leaders. He might try a week­
end with the four-stars, working 
through war games, for example, or 
visits with students at the National De­

al dinners 
5Sled the 

ime
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In Aid to Russia
$4 Billion Privatization Fund in Dispute

The fate of the $500 million U.S. 
contribution is now in question, a 
Treasury Department official said.

In aid to Russia, Clinton and the 
allies have had trouble matching 
words with deeds. At the April 
meeting, several countries ex­
pressed unwillingness to give more 
money to Russia, preferring to offer 
loans that would be used to buy 
their own products and therefore 
largely benefit home industries.

pledges from the Group of Seven Germany and Italy said they had 
industrialized nations would fall be- given enough in the past; Germany 
low the $28 billion promised during m Particular was stuck with large

Besides the hitch in the privatiza­
tion fund, a promised disbursement 
of easy-access loans from the Inter- 
naitonal Monetary Fund, also part 
of the $28 billion package, is on

By Paul Blustein
and Daniel Williams 
Washington Post Staff Writers

Japan said yesterday that an am­
bitious U.S.-backed package to aid
privatization in Russia should be
slashed from $4 billion to $500 mil­
lion, dealing another setback to
President Clinton’s effort to help
finance the transformation of Rus­
sia's economy.

. The cu,tback would mean that aid

industrialized nations wo'uld faU be- S|ven enough in the past; Germany 
I j— A.I. Aaa • «••• I—. _____.xt 1_ * a . ■ -

a meeting of the seven countries’ amounts of unpaid Russian loans, 
ministers in April. The $4 billion
privatization fund was part of the
$28 billion total.

Clinton has taken a strong lead in
exhorting Congress, the allies and , .. ------- -------------
international lending institutions to ho d- The insists that the Rus- 

emment of Russian Presides ^iris of econ°mic reform before releas- 
; Yeltsin lest anti-democratic forces ’ng tbe money. The United States 

reassert control in Moscow. For the put public Pressure on the IMF re­
moment, Russia can expect less cently to give in, and officials ex-
than pledged. totaling

The proposed reduction was
closed by Japanese Foreign M
ter Kabun Muto in Tokyo, v/

I the program is scheduled 3>
I wrapped up by leaders of the

richest industrialized democratic^
at a summit conference July 7 toV

In a comment likely to anger ulS
officials, Muto termed the original
$4 billion proposal “a preposterous
suggestion,” according to a Kyodo
news service report on the minis­
ter’s remarks at a Tokyo hotel. A _ - ---------
Foreign Ministry spokesman said it Thl^rsday and Friday in
would be impossible to confirm the
quotes, but he did not dispute them./

In Washington, Treasury Secre/
| tary Lloyd Bentsen told reporteri
I that “at the present time, we hava

not been able to get the full amount\
we had hoped for.”

He blamed the outcome on budg­
etary, problems in “the other coun­
tries,” an apparent reference to
economic difficulties in Europe and
Japan. “I don't inow what we will
finally come up with," he said.

In reference the $4 billion
pledge, he ado- • “It will be very
difficult to achieve that.”

Treasury officials disputed the
$500 million figure Muto suggested
as a likely outcome of the Group of
Seven summit, although they de­
clined to give an estimate of their
own. They said further talks will
take place before the summit.

The $4 billion fund, intended to
finance the transfer of Russian in­
dustries into private hands, was the
brainchild of the Clinton adminis­
tration. Bentsen and Secretary of
State Warren Christopher unveiled
the proposal iq April at a meeting of
Group of Seven ministers in Tokyo.
Washington agreed to put up $500
million, but only if its allies would
contribute another $1.5 billion. The
remaining $2 billion would come
from international lending agencies.

of the Rus-

exhorting Congress, the allies and
i ________ __ __________ __
provide immediate help to the gov- sians Pr°vide concrete guarantees

Yeltsin lest anti-democratic forces ing tbe money- The United States

cently to give in, and officials ex- 

$1.5 billion, to be^a?!!»i^i before 
'the Tokyo summit.

Delivery of another $1.6 bilhVin 
American aid has been slowed tW 
bureaucratic procedures. The aids 
mostly in food, was promised by 
Clinton to Yeltsin a| their early 
April summit in Vancouver, British, 
Columbia.r J /

^'TJgputy finance ministers af!d 

en countries, including Treasury
Undersecretary Lawrence H. Sum-

NcwYori^od^cuss the privatiza-

sian initiatives launchei 
in April. .

In his remarks yesterday, Muto 
made clear Japan’s concern about 
the lack of capable proprietors and 

\janagers in Russia who understand 
howsgpitalism works.

“Tim>Tieeiiiiii fm uuLlrpeo^e 
to be educated and learn tech­
niques,” Muto said, according to the 
Kyodo news service. “I have been 
saying all along that not so much 
money is required to do that, and 
the U.S. has apparently come to 
realize this."

Muto also said that because of 
Japan’s temtopal dispute with Rus­
sia over several small islands in the 
Kuril chain, Tokyo will pledge no 
new money for the privatization 
fund. Rather, it will use money out 
of the $1,82 billion it already prom­
ised at the April ministers’ meeting.

Russia received one boost from 
the international lending commu­
nity last week: The World Bank ap­
proved a $610 million loan to boost 
oil production. The project is the 
largest ever funded by the World 
Bank, bank officials said.

Blustein reported from Tokyo and 
Williams from Washington.
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Like It or Not, We Must Lead
By Michael Mandelbaum
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Michael Mandelbaum. a foreign poli­
cy adviser to Bill Clinton's Presiden­
tial campaign, is professor of Ameri­
can foreign policy at rhe Johns Hop­
kins School of Advanced Internation­
al Studies.
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and well. American leadership in­
volves making many concessions for 

the sake of the world trading system 

as a whole.
Achieving these three goals is the 

condition for addressing other impor­
tant issues. Protecting United States 
interests in the Middle East will re­
quire an active policy. The spread of 

nuclear weapons poses a continuing 
threat. The international community 
must learn how to deal with ethnic 
conflict before it reaches the murder­
ous dimensions it has attained in the 
former Yugoslavia, the Caucasus and 

the Sudan. And the West is doing less 

than it should to promote democracy 
and free markets in the formerly 

Communist countries other than Rus-

W ASHINGTON 
"^^nder Secretary of 

I State Peter Tamoff 
I caused an uproar re- 
I cently when he said 

the United States was 

withdrawing from its 
role as international leader.

The chief problem with American 
foreign policy, however, is not what 
he said but what the Clinton Adminis­
tration has not said.

Unlike cold war Administrations, 
whose central international goal — 
the containment of the Soviet Union 
— was fixed, the Clinton Administra­
tion must devise and present its own 
vision of American purposes in the 
world. It has not done so.

To dispel the doubts the speech 
raised at home and abroad, the Ad­
ministration must explain why our 
international leadership continues to 
be required, and, more importantly, 
to what ends.

Mr. Tarnoff rightly noted that we 
have entered a new era in which 
American cooperation with other 
countnes will be a major theme. This 
has not, however, reduced the need 
for American leadership. The two go 

together, because virtually any im­
portant international goal will re­
quire U.S. leadership to achieve.

Operation Desert Storm was the 
prototype. Although the campaign 
was a truly multinational effort, the 
United States took the lead in organiz­
ing the victorious coalition and con­
tributed most of the fighting forces. 
Without American political and mili­
tary leadership, Saddam Hussein's 
army would still be in Kuwait.

In a speech in Minneapolis a few 
days after Mr. Tarnoff’s remarks, 
Secretary of State Warren Christo­
pher did emphasize the importance of 
U.S. leadership. But neither he nor 
President Clinton has ever adequate­
ly answered the important question 
that follows: leadership for what?

There are three areas of interna­
tional affairs of surpassing impor­
tance where U.S. leadership is re­
quired.

The first is Russia. A stable, peace­
ful Russia is the key to stability and 
peace in Europe and Asia. The best 
guarantee of a Russia at peace with 
its neighbors is the maintenance of a 
democratic regime in Moscow. But 
President Boris Yeltsin's democratic 
Government is unlikely to survive 
unless it succeeds in the difficult tran­
sition it has undertaken from a cen­
trally planned to a market economy. 
Western economic assisunce can 
help to ease that transition.

Here the Administration has taken 
the lead in what inevitably will be a 
protracted and difficult multinational 
effort to keep Russia on the path to 
free markets and democracy. De­

mocracy in Russia is in the interest of 
all countries. All should, and many 
will, contribute to achieving it. But we 
will have to organize the effort and 
make a significant financial contribu­
tion to it.

The Administration has said and 
done little about the second great 
international task: the creation of a 
new security order. Even with the

Where is Clinton’s 
leadership 

and vision on 
foreign policy?

2'

onsequently, the Rus- 

A sians and the Chinese
■ will not feel the need to
■ arm against the pros-

W, J pect of a remilitarized 
Japan. The withdrawal 

of American forces from the Pacific 

would raise anxieties in each country 
about the other two. Similarly, in Eu­
rope, without an American military 
role of some kind Germany would 

have to recalculate its security re­
quirements, which would produce un­
ease and perhaps sharp departures 
from existing military policies 
among its neighbors. Only the U.S. 

can provide reassurance because 
only U.S. military forces are political­
ly acceptable to all the major Euro­
pean and Asian countries.

The third international task for 
which U.S. leadership is indispens­
able is the expansion of the global 
trading system. Broadened trade is 
crucial for global economic growth, 
without which the developing world 
will remain poor, democracy will fail 
throughout formerly Communist Eu­
rope and social tensions will rise in 
the West.

The main vehicle for global trade 

| expansion, the Uruguay Round of ne­
gotiations, has dragged on for more 
than six years. The U.S. is not the 

party most responsible for the delay, 
nor are we the most egregious viola­
tors of free-trade principles.

The Europeans have put up protec­
tive walls around their products, par­
ticularly in agriculture; the East 
Asians subsidize their exports and 
have formal and informal barriers to 

imports. Japan, with its huge trade 
surpluses with the rest of the world, 
poses special problems.

Nonetheless, as the world's largest 
economy, its largest market and the 
country with the most powerful tradi­
tion favoring freer trade, the U.S. has 
a particular responsibility for keep­
ing the cause of trade expansion alive

sia, notably Ukraine.
Other countries would welcome 

American leadership in the three ma­
jor areas of concern: Americans will 

have to be persuaded that they are 
vital. There is already public resist­
ance to sending money to Russia.

As for international security, 
Americans were willing to pay for a 

policy of deterrence because its pur­
pose was obvious and plausible: to 
meet the danger the Soviet Union 
presented. Reassurance is a far less 

compelling objective. It involves not 
standing up to a belligerent bully but 
preventing a sequence of events that 

might lead to friction between coun­
tries far from North America.

The expansion of trade is always 
difficult in a democracy because its 

benefits, though considerable, are 
spread among all citizens and accrue 
over the long term, while the price, 
although lower in the aggregate, is 
paid in the short term by those whose 

jobs are jeopardized by foreign com­
petition. The aggrieved naturally or­

ganize to block trade expansion.
Thus the immediate challenge for 

the architects of the Clinton foreign 
policy is to rally public support for 

leadership in the three crucial areas. 
If they do not meet it, what has come 
to be known as the Tarnoff doctrine, 
with its connotation of American 
weakness and retreat, could become 

a self-fulfilling prophecy, with tragic 
consequences for the whole world. 

cold war at an end, an American 
military presence of some kind is 
needed in Europe and the Pacific. 

The purpose is no longer deterrence 

but reassurance.
American military forces prevent 

the creation of a vacuum that the 
major powers of each region would 
be tempted to fill for fear of what 

their neighbors might do. As long as 
the U.S. maintains the security treaty 
with Japan, for instance, the Japa­
nese will feel protected against hos- 
tile developments in the policies of 

their nuclear-armed neighbors, Rus­

sia and China, and will see no reason 
to increase their own military forces 

dramatically.

--------- -
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A higher minimum wage, a lower deficit
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Raising the minimum wage aloneFast-food corporations and other
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am disturbed to learn that the 
Clinton administration has de­
cided to delay its plan to raise 
the minimum wage. As the au­

thor of legislation that would raise
the minimum wage to $5.50 an hour, 
which now has 44 cosponsors in the 
House, I hope the president will re­
consider his position and move as 
quickly as possible to address the 
terrible crisis facing our low-wage 
workers.

What must be fully appreciated 
is that the minimum wage today is 
not really a “minimum.” It is a star­
vation wage. Working 40 hours a 
week, a minimum-wage worker has 
an income 29 percent below the pov­
erty level for a family of three. Many 
of these workers lack health insur­
ance, paid vacation time, regular 
schedules or other minimal benefits.

When the minimum wage was 
first adopted in 1938, its purpose was 
clearly stated: to assure “the mainte­
nance of the minimum standard of 
living necessary’ for health, efficiency 
and general well-being for workers.” 
Clearly, with the purchasing power 
of the minimum wage having de­
clined by 26 percent since 1970, that 
standard is no longer being met

President Clinton has stressed 
the importance of controlling our 
burgeoning deficit Raising the mini­
mum wage would help do that One 
reason that the cost of government 
programs such as Medicaid, food 
stamps and subsidized housing is ris­
ing so rapidly is that millions of 
working people are unable to survive 
on their inadequate wages and re­
quire government help.

It is absurd to make the taxpay­
ers\f America subsidize huge multi­
national corporations like McDon-

mum wage will do, however, is en­
sure that all American workers, will 

 — -------- —. . = . have at least a minimal standard of
good-paying manufacturing jobs and growing so rapidly that some esti- living. That’s a lot more than they
the decline of the trade union move- mate it will outnumber permanent have today.
ment, tfie real wages of Americans full-time workers within 10 years. ,--------------- , . .
have dropped back to the 1965 level. The vast majority of these part-time Bernard Sanders of Vermont dn

Three decades ago, the United workers are not only employed at Independent member of Congress.

 lower-than-average wages but often

have inadequate benefits.
Whenever there is discussion 

about raising the minimum wage, 
there are always those who who say, 
“We can't afford it" Really?' Last 
year Michael Eisner, the CEO' of 
Walt Disney Co., made $197 million 
in salary and stock options, and 
Thomas Frist the CEO of Hospital 
Corp, of America, made $127 million. 
The incomes of these two men alone 
last year are equivalent to $1.25 per 
hour for 40 hours a week for close to 
125,000 minimum-wage workers, 

 taking them from $4.25 to $5.50 per

 hour. ■
Apparently as a nation we can af­

ford to allow two multimillionaires to 
become much richer, but we can't af­
ford to raise 125,000 workers to a 
minimal standard of living.

Last year, continuing the trend 
established in the 1980s, the CEOs 

 of the major American corporations

saw a 56 percent increase in their in­
comes. This year they are earning an 
average of $3.8 million. The CEOs in 
America now earn 157 times what 

their workers horrendous wages. If benefits. Today we're in 12th place the greatest gap in the industrial 
these companies paid a living wage, and falling. Who would ever have be- wor|(j. [n i960 that gap was only 41
allowing their employees to avoid lieved that German companies like j jn japan today the gap is 32 to
government programs, the taxpay- BMW would be moving to the Unit­
ers of America could save billions, ed States to find "cheap labor'?
Fast-food corporations and other And what about the future? The o
low-wage employers often make outlook is not good. With our largest will not solve the major economic cri-
huge profits. It's time for them to corporations either moving abroad Ses facing our nation. We need to re­
pay their workers a living wage or "downsizing,” the major private build our manufacturing base, im-
without a subsidy from Uncle Sam. (' .... 2  employer in the United States today prove our infrastructure and make

The decline in real income for is Manpower Inc., which prorides fundamental changes in our educa-
minimum-wage workers is part of a temporary labor. Already, one in tional system. What raising the mini­
frightening trend that affects virtu- three .American workers is a “contin-
ally the entire American working gent" worker - part-time, contract,
class. With the loss of millions of and/or temporary. This group is

________________ -V 

PETER KUPER ILLUSTRATION C INX

aid's and Burger King, which pay States led the world in wages and average factory worker
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The attached military nomination 
has been reviewed. We are submitting 
it to you for the President's 
signature.

MEMORANDUM FOR JOHN D. PODESTA

RONALD GEISLERA



THE DEPUTY SECRETARY OF DEFENSE

WASHINGTON, D C. 20301-1000

2 6 APR 1993

MEMORANDUM FOR THE PRESIDENT

Air Force Officer NominationSUBJECT:

On behalf of the Secretary of Defense, I recommend you nominate 

the 36 officers and the 11 individuals whose names appear on the 

attached list for appointment in the United States Air Force or

Reserve of the Air Force, as indicated.

/illiam u.

/>.—

William Perr

Attachment:
As stated

II
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Washington

To the Senate of the United States:

I nominate

provisions of Title 10, United States Code, Section BUb/, 
perform duties indicated with grade and date of rank to be

MEDICAL CORPS

COLONEL

LIEUTENANT COLONEL

(b)(6)

MAJOR

CAPTAIN

SWANK DOUGLAS J

COTTA CHARLES W 
HATTRUP LEO M 
HRNCIR DAVID E 
PETERS RICHARD A 
ROBINSON RUTH A

ANDERSON JOHN D 
BOEHNKE KATHRYN L 
DEWITT DEXTER D 
GARRAMONE STEPHEN M 
VIZCARRONDO FELIPE E 
WHITEHURST LAWRENCE R 
YU PERCY P C

ASCHER DAVID P
TORRESREYES LAURA A
TURNER RUSSELL A

determined by the Secretary of the Air Force provided that 
in no case shall the following officers be appointed in a 
higher grade than that indicated.

The following officers for appointment in the Regular 
Air Force under the provisions of Title 10, United States 
Code, Section 531, with a view to designation under the 
nrovisions of Title 10, United States Code, Section 8067, to 



DENTAL CORPS

COLONEL

POTTER MICHEAL T

LIEUTENANT COLONEL

MAJOR (b)(6)

The following individuals for appointment as Reserve

United States Code, Section 593, with a view

MEDICAL CORPS

LIEUTENANT COLONEL

BOYARS HENRY S 
CRANE GERALD R 
FISHER WILLIAM C 
HENDERSON CHARLES W 
LOUDENSLAGER CRAIG A 
RAMER JOHN P
SHEETRUM LARRY D

ALEXANDER JOEL B III 
BEECHER DIANE M 
BISANG BARBARA G 
ERKES EDWARD 0
FUREY DENNIS C 
GRIMM THOMAS J 
HARTUP GRANT R
KELLY DENNIS W JR 
SMITH JAY C
TROLENBERG WILLIAM F IV 
VANDEWALLE KRAIG S 
VIDUNAS RICHARD P JR

ARNOLD STEVEN L 
BATTHANY STEPHEN T 
BERNHARD KARL A 
BIRSE GREGORY S 
CLARK WILLIAM D 
FACINOLI JOHN F 
KULUND DANIEL N

to
State s

of the Air Force, in grade indicated, under the provisions 
of Title 10UL lltlt XU f UliXUCi-i f ----  - 
designation under the provisions of Title 10, United 
Code, Section 8067, to perform the duties indicated.



(b)(6)

■

I

MCNAMARA JOHN M
MEYER JOHN G
NISHITANI MICHAEL E
SOLIN MICHAEL E

[

II
II
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MEMORANDUM FOR JOHN D. PODESTA

FROM: TERRY W. GOO:

REQUEST TO ORDER NEW PRESIDENTIAL MATRICESRE:

May I place an order for two new signatures?

Order two new signatures.Yes No

The selection will be/made by:

 John Podesta

 Nancy Hernreich

 Office of Records Management

It has been our experience that signatures should be replaced 
approximately every six months whether worn out or not.
Excluding Congressional correspondence, this reduces the 
possibility that people will receive more than one letter with 
the same signature. The "old" signatures are not totally retired 
but continue to serve as back-ups.

I would look to you and/or Nancy Hernreich to select/approve the 
choices. Or if you prefer, ORM will be on the look out for 
signatures from which you may choose. In any case, we would not 
order a new signature without your approval.
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06/23/93DATE:

TONY LAKE

NOTE FOR:

Information [3x

Action □

Please see the President's note.

Thank you.

cc:

i

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)

MARK GEARAN
GEORGE STEPHANOPOULOS



CONFIDENTIAL
CONFIDENTIAL

THE WHITE HOUSE

WASHINGTON

33J'JN22 p5: 20
June 22, 1993

INFORMATION
igiAkA (a

DENTMEMORANDUM FOR THE P

ANTHONY LA:FROM:

SUBJECT:

House Guidelines, September 11, 
By£b NARA. natc 57|ljlS

Washington Post Article on Problems in U.S. Aid to 
Russia

DECLASSIFIED
E.0.13526

White House Guidelines, September 11,2006

(jp- (JoznujA ClUXa

©tv

THE PRESIDENT HAS SEE

4336



t

6/23/93DATE:

TO: GEORGE STEPHANOPOULOS

!

f

1
-

I

THE WHITE HOUSE

WASHINGTON

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary

C. tv ce (__
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June 17, 1993

MR. PRESIDENT:

I

I

f

THE WHITE HOUSE
WASHINGTON

1 Stern

Leon Panetta just brought in the 
attached materials comparing the
Administration proposal and House and 
Senate Committee action on the 
reconciliation package. I have sent 
copies to the Vice President, Mack,
David Gergen, Roy, George, Mark Gearan, 
Bob Rubin and Howard Paster.



THE PRESIDENT HAS SEEN

ISTRMTatelj ION, HOUSE AND SENATE COMMITTEE ACTION

Admin. House Senate

$499 bil. $509 bil.$496 bil.

$100 bil. $119 bil.Entitlement Cuts $103 bil.

$102 bil.$102 bil.Discretionary Cuts $102 bil.

$275 bil. $249 bil.Revenue increases $272 bil.

Budget Enforcement YesYesYes

YesYesYes

»

Taxes on the Wealthy
Energy Tax

$144 bil. 
$71 bil.

$144 bil. 
$71 bil.

$144 bil. 
$25 bil.

$3 bil. 
$48 bil. 
$8 bil. 
$3 bil. 

$12 bil.

$3 bil. 
$67 bil. 
$8 bil. 
$3 bil. 

$12 bil.

Agriculture
Medicare
Medicaid
Veterans
Federal Retirees

yes 
yes 
yes 
yes 
yes

yes 
yes 
yes
yes
yes

yes 
no 
yes 
no 
no

$3 bil. 
$48 bil. 
$8 bil. 
$3 bil. 

$12 bil.

$500 billion of deficit 
reduction

COMPARISON OF ADMINIS'
(preliminary estimate

Deficit Reduction Trust
Fund

Investments
EITC
Nutrition
Immunizations
Family Preservation
Empowerment Zones

UUA

IAb o__

^65

(UbM*-----  -

wn

tin. u**



Agriculture: $3.1 billion over five years

Armed Services: $2.4 billion over five years

Banking: $3.1 billion over five years

o The Senate committee has approved a nine month COLA 
delay for each of the next four fiscal years.

o The Senate Agriculture Committee has also met its 
reconciliation instruction with a mandated acreage 
reduction proposal, reductions in the market promotion 
program and with changes in the pay/92 program.

o The House adopted the GNMA reforms and several 
additional proposals: depositor preference, 
amortization of FHA upfront premiums and IRS income 
verification for housing programs.

o The Administration's three major deficit reduction 
proposals were triple basing, elimination of the pay/92 
program and increasing assessments on "non program" 
crops.

o The Senate has adopted the House proposals with some 
minor changes.

o The House met its reconciliation instructions by 
adopting triple base reforms, increasing assessments on 
non-program crops and reductions in the market 
promotion program.

o The Administration did not propose COLA reductions 
for military retirees.

o The Administration proposed state bank fees and GNMA 
reforms.

RECONCILIATION UPDATE
June 17, 1993

o Based on the congressional budget resolution the 
House adopted a four month COLA delay for FY 1994, and 
COLA delays for three additional months each year from 
FY 1995 to FY 1998.

Today the twelfth Senate Committee will complete action on 
deficit reduction legislation, completing reconciliation action 
before the June 18th deadline set by the congressional budget 
resolution. All of the Senate Committees will comply with their 
reconciliation instructions.



Commerce: $7.4 billion over five years

Energy: $.7 billion over five years

Environment and Public Works: $1.3 billion over five years

Finance: $307 billion over five years

Foreign Relations: $.01 billion over five years

o The Administration proposed increasing recreation 
fees for the Corps of Engineers.

o The House and the Senate Environment Committee have 
adopted the recreation fees and added extension of the 
Nuclear Regulatory Commission fee.

o The Administration did not propose COLA reductions 
for Foreign Service retirees, however the congressional 
budget resolution assumed reductions in retirement 
programs and the House and Senate Foreign Relations 
committee have approved COLA delays for these retirees.

o The Senate committee and the House have adopted the 
Administration's spectrum auction proposal.

o The Administration proposed a water irrigation 
surcharge, hardrock mining fees, mineral receipt 
sharing, and recreation fees.

o The House adopted the Administration proposals with 
minor variations.

o The Senate Finance Committee will adopt $19 billion 
in additional Medicare cuts (above the Administration 
request), $8 billion in Medicaid cuts and $249 billion 
in net revenue increases (preliminary numbers).

o The House adopted $50 billion in Medicare cuts, $8 
billion of Medicaid cuts and $275 billion of revenue 
increases.

o The Administration proposed $48 billion of Medicare 
cuts, $8 billion of Medicaid cuts and $272 billion of 
revenue increases.

o The Senate Energy Committee adopted the
Administration proposals with the exception of the 
water irrigation surcharge. Fees were increased to 
make up the deficit reduction shortfall.



Governmental Affairs: $10.6 billion over five years

Judiciary: $.3 billion over five years

Labor: $4.6 billion over five years

Veterans Affairs: $2.6 billion over five years

o The Administration proposed higher contributions from 
the postal service for retirement benefits, cuts for 
providers of Federal Employee Health Benefits, 
reductions in survivor benefits in the civil service 
retirement programs and ending lump-sum benefits.

o The House adopted the Administration proposals with 
the exception of the increased contributions for GI 
bill benefits.

o The Senate Veterans Affairs Committee adopted seven 
of the eight Administration proposals for reductions in 
the VA programs. The rejected Administration proposal 
was replaced by a COLA delay for VA compensation 
benefits.

o The Administration proposed a number of deficit 
reduction items, including increased contributions for 
GI bill benefits, increased housing loan fees, and 
extending medical care cost recovery.

o The Administration proposed and the House and Senate 
Judiciary Committee have approved extension of the 
patent and trademark fees.

o The House approved the postal service contribution, 
FEHB and lump-sum reductions and added a three-month 
COLA delay for Federal civilian retirees for fiscal 
years 1994, 1995 and 1996.

o The Senate committee has also approved a 3-month COLA 
delay for three years, lump sum and postal service cuts 
adopted in the House and replaced the House FEHB cuts 
with a different proposal requiring D.C. to make FEHB 
payments for D.C. retirees.

o The Administration proposed and the House and Senate 
Labor Committee have adopted two proposals: a Direct 
Student Loan proposal and requiring states to share GSL 
default costs. The Senate direct loan proposal calls 
for direct lending of 50% of student loans by FY 1998, 
the House version calls for 100% direct lending by FY 
1998.
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1994-1998Fiscal Yi

(MiBions of DoHars]

1994-981997 199819961994 1995EfladivaProvision

106,76424,856 26,54513,217 20,83721,3097/1/93

15,2873,6053,287 3,4483,1241,8231/1/94

2,460561565 5815741791/1/94

i

132
42

2,750
475

259
105

236
57

7,200
647

1/1/94 

1/1/94

247
76

29,161
2,785

6,030
512

227
55

1,101
335

6,808

598
1/1/94

1/1/93

6.374

553

B93 2 104 

PRELMNARY
16 Jun 93

I. REVENUE-RAISING PROVISIONS

A. Individual Income and Estate and Gift Tax Provisions

1. Increase tax rates paid by higtwioome individuals < 1)  

[a ] Add fourth bracket at 36% rate lor taxable income over 
$140,000 Goint), $127,500 (head of household). $115,000 (single), 
[b ] Impose a 10% surtax on taxable income over $250,000 (also 

appfccabte to capital gains). (c.| Increase minimum tax rate to 
26% tar AMTI of less than $175,000 and 28% tor AMU over
$175,000; increase AMTI exemption to $45,000 (joint) and $37,500 
(single). |d ] Extend itemized deduction limitation and personal 

exemption phaseout scheduled to expire for 1996 and 1997, 

respectively.
2. Repeal Health Insurance (HI) wage base cap (2).
3. Reinstate top estate and gift tax rates at 53% and 55%....
4. Reduce deductible portion of business meals and entertainment

from 80% to 50% — ............
5. Deny deduction tor dub dues (includes hotel and airport

clubs)
6. Deny deduction for executive pay over $1 minion
7. Reduce compensation that can be taken into account for 

purposes of benefits and contributions under qualified retirement 
plans to $150,000 in 1994 (1993 cap is $235,840), with

modifications -..................................................................

- Chairman’s Mark -

ESTIMATED BUDGET EFFECTS OF THE HOUSE-PASSED RECONCILIATION BILL, 

AS MODIFIED BY THE SENATE COMNftTTEE ON FINANCE
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1994^8 |19981997199619951994Eltectiv*Provision

597525499

»•••••■•••«•• •• ••••••<

26,2737,1546.4355,6804,9322,0721/1/94

>••••••

3781521127334B1/1/94

Modify earnings stripping, portfolio interest, and conduit rules

84 7569

510486461

>•••••••••

187-45-41<19-35-2510/1/93

7,9162,6512,6702,59510/1/95

64
907

78

91
884

83

116
780

88

25 

-225

622

2,808
254

2,943
267

554

2,600

4,404
148

3,080

279

816
266

4,279
167

3,186
288

50 

-1,900

tyba 9/30/93

(4)

tyba 12/31/92

1/1/93 

a/a 12/31/93

1/1/94

1/1/94

822
278

2,116
35

2,224

700

28
447

63

73
56

54
-225

440

795

78
428
63

804
31
59

125

73
81

4,838
198

73
87

558

363
929
212

139
669

93

73
92

306
-450

2,520

366
393

73

77

••••••••<

„ tyba 12/31/93 

tybaDoE

24,238

1,031
4,887

188

ty»o/a 12/31/93

3/4/91 

tyba 12/31/93

DoCA

1/1/94 

tyba 12/31/93 

tyba 12/31/93

10/1/93

1/1/94

16,421
1,236

439
3,687

405

4,884

204
4,839

193
4,791

249

3,796
1,016
7,810

622

2. 50% place of performance RAE allocation lor 12 morths........

4’ Transfer pricing compliance initiative (enhanced penaiy

provision) —  
5. Deny tax subsidies tor exports of certain unprocessed bntjer...

3. Revise foreign tax credit for ol and gas and shipping income

D. Energy and Motor Fuels Provisions
1. Transportation motor fuels lax increase of 4.3 cents/gaHon:

a. Motor fuels tax —’
b. Diesel fuel compliance .............................................................
c. Exempt ethanol and methanol from 1.7 cents of the

4.3 cents/gallon tax  
2. Extend 2.5 cents/gallon motor fuels tax (10/1/95 - 9/30/99); transfer 

revenues to Highway Trust Fund (5)

4. Prohibit double-dip related to FSUC assistance....
5. Extend and moddy corporate estimated lax rules.
6. a. Repeal slock-lor-debt exception to section 108 .

b. Add passive activity losses and credits to list of lax attributes

8 Disallow moving expense deduction for meals and real estate 

expenses; impose $10,000 cap
9. Individual estimated tax simplificafion

10. Inpose 24»er system to determine taxable portion of Social 

Security and Railroad Retirement Tier 1 benefits..............................

B. Provisions Affecting Businesses
1. Increase corporate tax rale to 35% lor taxable income above $10

million (phaseout benefit of 34% rate beginning al $ 15 mifon) (3)

2. Deny deduction for lobbying expenses .................. -......
3. Require mark-to-market accounting method for dealers in 

securities; transition rule for LIFO inventory

reduced by cancellation of indebtedness
c. Add AMT credits to list ol tax attribi4es reduced by 

cancellation of indebtedness

7. Limit section 936 credit.— ........

8 1.

C. Foreign Tex Provisions
1. Repeal deferral for excessive accumulated foreign earnings.
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1994-98 I
19981997[ 1995 19961994EftacttvaProvision

»•••••••••••••••••••••••

4907582102115115DoE

5,0751,7911,007 1,390245 642DoE (7)

 266,52353,235 66/409 63,93741,654 41,291PROVISIONSE-RSUBTOTAL: RE1

-12-35-91

-77

-15234-37-3829-147A1/92

-1,369-423 -434-411-951/1/94

-554-132-140-135-97^07/1/92

i

103

85

411

469

■601

253

94

101

7/1/92

7/1/92

2
188
147

26
84

89

104

99

94
1/1/94

1/1/94

1/1/94

1/1/94

1/1/94

DoE

20
9

154

21
10

154

23
10

139

24
11

133

90
228
727

7/1/93 

pplsa 12^1/93 

tyba 12/31/92

-757
566

-156 

-175

.♦.•••••••••••••••••••••••••••••••••••• •••••••••••••••••••••-•••

-880
-109

-201
-1,112

-433

-811 

-344 
-1,509

-408 
-966
624

E. Compliance Provisions

1. Service industry non-compliance initiative
 

2. Modified substantial understatement penalty
3. Raise standard tor tax shelter and preparer penalties.
4. Information reporting tor discharge of indebtedness tor FDIC,

RTC, and financial institutions...... ........................... -

F. Intangibles
1. Amortization of acquired intangible assets (14 years; 75% 

amortizable)

G. Miscellaneous Revenue-Raising Provisions
1. Deny business travel deductions tor spouse and dependents on

nonbusiness trarvel-------
2. Increase withholding rate on bonuses to 28%.

3. Permanent extension of vaccine excise tax

i ••••••

>■■•»•••••••••••••••••••••■•••••••••••

-142 

-1,026
-254

-1,639 

-4,348
-2,928

IL INVESTMENT AND TRAINING PROVISIONS

A. Education and Training Provisions
1. Extend enptoyer provided educational assistance through

6/30/94 (24 months) ........................................

2. Extend targeted jobs tax credit through 6/30/94 (24 months)..

B. Investment Incentives
1. Extend research and experimentation cred! through 6/30/94

(12 months).
2. Elimination al ACE depredation adjustment.
3. Increase section 179 expensing to $15,000..
4. Extend smal-issue manufacturing and agricultural bonds

through 6/30/94 (24 months)

C. Expansion and Simplification of Earned Income Tax Credit

(E1TC) (8)„.

D. Real Estate Investment Provisions
1. Extend mortgage revenue bonds through 6/30/94 (24 months)
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1994-98 j[ 1997 19981994 1995 1996EffectiveProvision

1^48 3,189587 926112 316

37 41 17837 38251/1/94
>••••••••••••••■

 No Revenue Effect 
(2)

-566-5667/1/92

 -3,199
-3,013 -18,079-3,489 -3,431■4,949SUBTOTAL: INVESTMENT AND TRAINING PRO’

DoE

119 123tjraDoE5. Increase Presidential checkoff (2)   

136

13610/1/97

DoE

I

-100
15

-69 

-98

-49 
-179

64

109
5

-417

469

242

355
25

-46 
-124

-80
118

46 

-14

5

-597 

-471

-60

1/1/93

1/1/93

4
136

5

-1,296

-491

-68

-938

-436
-63

-78

109

64
29

5

64
95

5

-55 

-300

-82
124

35
81

1/1/94

3/4/91

-77

103

-373

261

46

-52
-237

-270
-938

-1,660

-578
-73

01)
1/1/94

-4,864 

-2.237
-310

7/1/92

1/1/94

1/1/94

pplsofti

2/25/93

INCREASE IN PUBLIC DEBT LIMIT-----------------------------------------

OUTLAY PROVISIONS: (12)
1. Expand 45-day interesl rule for certain refunds (2)
2. Prohibit double-dtp related to FSLIC assistance
3. BATF user fees for alcohol labeling and formula applications (2). 90 days after DoE

4. Use of Harbor Maintenance Trust Fund for administrative 

expenses(6)

6. Extend lax information access for Department of Veterans

Affairs (through 9/30/98) -
7. Access to tax information by the Department of Education

(through 9/30/98)................................................................-

2. Exlend low-income housing lax credft permanently, with

modifications
3. Provide passive loss relief for real estate professionals....

4. Facilitate pension investments in real estate
5. Increase recovery period for non-residential real property 

to 38 years

E. Luxury Excise Tax; Diesel Fuel Tax for Motorboats
1. a. Repeal luxury excise tax on boats, aircraft jewelry, and furs...

b. Index luxury excise tax on automobiles tor inflation (9)
2. Impose excise tax on diesel fuel used in noncommercial

motorboats  

F. Other Provistona

1. Extend AMT treatment of gifts of al appreciated property
to chanties permanently---------- -------------------- - -------- -----------------------  

 

2. Substantiation and disclosure of charitable contributions (IO)...-

3. Extend General Fund transfer to Railroad Retirement Tier 2 Fund 

permanently - -
4. Extend 25% deduction tor seM-employed health insurance

for individuals through 12/31/93 (18 months)
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1994-9S [1994 1995 1996 1997 1998Provision Effective

DoE

• . • t

36,705 37,802 49,804 63,210 60,924 248,444

8. Access to tax information by the Department o< Housing and

Urban Development (through 9/30/98)

NET TOTAL (Does not include Outlay Provisions)..

Joint Committee on Taxation

NOTES: Details may not add to totals due to rounding.
The effects of certain interactions are not accounted tor in this table.

Legend tor "Effective" column: DoCA - dale of Committee Action

DoE - dale of enactment
e/a - expenses after
fya = fiscal years after
ppisa - property placed in service after
ppiso/a • property placed in service on or after
tyba »taxable years beginning after
tyeo/a - taxable years ending on or after

(1) Effective 7/1/93. but no penalties tor underwithholding or estimated tax in 1993; indexing of 36% rate and surtax brackets

effective 1/1/95. Estimate includes certain provisions to prevent conversion of ordinary income to capital gains.

(2) Estimate tor this provision provided by the Congressional Budget Office (CBO).
(3) Effective 1/1/93, but no penalties tor underwithholding or estimated lax in 1993.
(4) Effective upon expiration of Rev. Proc. 92 56, which is generally the third taxable year beginning after 8/1/91.
(5) Revenues from the 2.5-ceni-per-gallon tax on diesel used in trains would be retained in the General Fund, as would 2.5 cents per gallon of the tax on 

motorboat, small-engine, and nonhighway recreational tools.
(6) Subfect to passage of legislation to appropriate funds from the Harbor Maintenance Trust Fund (estimate does not include effect on outlays).
(7) Taxpayer may elect to apply to all property acquired after 7/25/91. Estimate also includes a provision affecting payments to partners retiring or dying 

on or after 1/5/93.
(8) EITC outlays would be $196 rrafon In 1994, $2,305 million in 1995, $5,231 minion in 1996, $5,484 million in 1997, and $5,750

million in 1998.
(9) Estimate includes the effects of (i) exempting demonstrator cars from the luxury lax, effective 1/1/93, and (ii) exempting equipment instated on vehicles 

for use by disabled individuals, effective 171/91.
(10) Substantiation requirement for charitable contributions of $250 or more; rfrsclosure related to quid pro quo contributions ($75

exernption).
(11) Effective for contributions of tangWe personal property made after 6/30/92, and for contributions of all properly made after 1992.

(12) Estimates are not included in Net Total.



increase wouldf^deposited in the HI Trust Fund.

in securities

PROVISIONS IN HOUSE BILL THAT ARE MODIFIED 
IN POSSIBLE SENATE FINANCE MARK

Deny deduction for lobbying expenses

Expanded provision applicable to certain Federal executive 

branch lobbying, with other modifications.

Recuire mAr)c» to-m*rhat accounting method for dealers

Markup document will differ as to valuation method. Add 
special 15 year rule: Allow floor specialists and market makers to 
include ratably their lifo reserves in taxable income over a 15- 
year period for taxpayers that have maintained LIFO inventories for 
a minimum of 5 years. A 5-year spread would be provided for

Individual tax rates

The effective date for all rate increases would be changed to 
July 1, 1993, by using blended tax rates for taxable years 
beginning in 1993. Capital gains income would be subject to the 
surtax rate included in the House-passed bill. Minor modifications 
would be made to anti-conversion provisions.

Banv deduction far club dues

Subject hotel and airline clubs to the deduction disallowance.

Deny deduction far executive compensation over Cl million

Committee report may vary from House report.

Reduce cdgoansaticn that can be takgn into account

Indexing of the $150,000 would occur only in $10,000 
increments. The effective date would be delayed for certain 
collectively bargained plans, and certain employees of State and 
local governmental plans would be grandfathered.

Deduction far mavlng expanses for meals and real SPm? expenp.Sfl

Add $10,000 cap on expenses eligible for the deduction, 

adjusted annually for inflation.

Increase taxable portion of Social Security and Railroad Retirement 

Tier I Benefits

Impose a two-tier system for taxing social security benefits. 
Taxpayers with provisional income below $32,000 (unmarried
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that have maintained LIFO inventories for less than 5

Revenue number is

new provisions: Repeal stock-for-debt exception. Add 
activity losses and credits to list of tax attributes

Limitation on section 936 credit

earnings

[Open]

Pnftray tax provisions

Modified BTU energy taxa.

are--

(b)

In addition,

(c)
general aviation;

Allocation off RfcX expenses

50 percent place of performance R&E allocation for 12 months.

taxpayers
years.

Prohibit double dip related to TSLIC assistance

Delete footnote from House revenue table, 
gross, rather than net.

Provisions relating to cancellation off |pdebtertneas income

the tax would apply to gasoline and diesel fuel 

used in motorboats.

Exemptions. - -All fuel uses that are exempt from the LUST tax

(d) Fuels
waterways system.

(a) Gasoline, diesel fuel, and special motor fuels used in 

highway transportation;

Diesel fuel used in rail transportation;

Gasoline and jet fuel used in domestic commercial and 

and

used in water transportation on the inland

[Open]

aaneal deferral for excessive accumulated foreign

Add new provisions:
passive <---------------- ------------ ----------------------------
reduced by cancellation of indebtedness. Add AMT credits to list 
of tax attributes reduced by cancellation of indebtedness.

Delete the modified Btu energy tax. Substitute a 4.3-cents- 
per-gallon excise tax on the transportation motor fuels that 
currently are subject to the Leaking Underground Storage Tank Trust 
Fund {"LUST'') excise tax. In general, these taxable motor fuels
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Modification of the collection of the dieeel fuel excise b.

TTantBant of intanolblee

Delete the House bill provision.

Uae of Harbor Mulntanance Trust Tund for ar*m<nlstratlve exoanees

Move to outlay provisions.

would be exempt from the new tax. These uses include, for example, 
diesel fuel used ae heating oil; gasoline and diesel fuel used for 
farming purposes; highway fuels used by States and local 
governments and nonprofit schools; exported fuels, including fuels 
used in international aviation and international and domestic 
shipping, other than shipping on inland waterways; and off-highway 
business uses such as natural resource exploration and development, 
timber operations, and fisheries. Ethanol and methanol would be 
exempt from 1.7 cents of the 4.3 cents/gallon tax.

Effective date.--The provisions would be effective on October 
1, 1993, with appropriate floorstocks taxes being imposed on that 

date.

c. Ina

Treat 25 percent of all acquired intangibles as 
nnnafnortisable. With respect to purchased mortgage servicing 
rights, require amortization over 9 years. With respect to the 
acquisition of certain software companies, 50 percent of the 75 
percent that is amortizable is amortized over 5 (?) years and 50 

percent over 14 years.

fitthahantiatlnn and disclosure of ahArltabla contributions

(a) The dollar threshold for the substantiation requirement 
would be reduced from $750 to $250. Thus, taxpayers who claim a 
charitable contribution of $250 or more would be required to obtain 
from the donee written substantiation of the contribution, rather 
than relying solely on a canceled check.

(b) The ouid nro quo information disclosure requirement 
imposed on charities would apply only if the payment made to a 
charity in a ouid oro quo contribution transaction exceeds $75.

(c) The proposal would clarify that the required quid pro qua 
information disclosure must be made in writing at the time of the

tax

Modify the House bill provision to move the effective date to 
January 1, 1994, and to conform September payment rules for the 

diesel tax to the gasoline tax rules.

Inland waterways fuel tax
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frotn 1/1/93 to

aalnB

Delete the House bill provision.

Repeal the depreciation component of the adjusted current 
inge (ACE) adjustment of the corporate AMT, effective for

Thus,1993.31,

Targeted capital 
bus ine s b es

1 However, no inference would be intended whether or not any 
contribution outside the scope of the substantiation or disclosure 
requirements is deductible (in full or in part) under the present- 
law requirements of section 170.

earnings --------- -----
property placed in service after December

solicitation of the contribution or the furnishing of goods or 
services by the charity to the contributor.

(d) The statutory language would be clarified to provide that, 
for purposes of the substantiation and disclosure provisions, a 
cruid pro ouo contribution does not include a payment to a religious 
organization in return for which the payor receives solely an 
intangible religious benefit (such as admission to a religious 
ceremony) that generally is not sold in commercial transactions 
outside the donative context.1

(e) The statutory language would be clarified to provide that 
the substantiation provision does not require charities to value a 
non-cash donation that the donor claims to exceed the $250 

threshold.

Modify AMT deoreaiatian sehadula

Expand 45-day interest rule for aartain refunds

Move to the outlay provisions.

^xtand employer‘Provided educational assistanaa

Exclusion expires after June 30, 1994, and delete the
transition rules available for 1993 (i.e., waiver of penalties, 
special rules for 1992, and income tax treatment).

Targeted jobs tax credit and youth apprenticeship program

Credit expires after June 30, 1994; no extension to youth 

apprenticeship programs.

Eyframj, r^jaarch and experimentation credit

One year extension of the credit (i.e.,
12/31/93); prospective only

Ingantives for investment
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Increaae aactlon. 179 expensing

Change $25,000 cap on expensing to $15,000.

Exearet high-speed rail bonds from private aativitv bond caps

Delete the House bill provision.

Extension of oualigled email-issue bonds

Earned inccans tax credit

Extend mortgage revenue bonds

Extend low income housing credit

with

professionalsestate

Extend the low-Income housing credit permanently, 
possible modifications.

corporations would compute AMT depreciation by using the methods 
applicable to individuals (generally, the 150-percent declining­
balance method over the class life of the property for tangible 
personal property).

Authority to issue qualified small-issue bonds expires after 
June 30, 1994.

Provide passive loss relief for real 
(Artministration proposal)

Round the earned income tax credit (EITC) rates to full 
percentage numbers. Phase in the new EITC for workers with no 
qualifying children over a three-year period. The credit rate for 
1994 and 1995 would be 3.8 percent, and the credit rate for 1996 
and later would be 7.65 percent.

Authority to issue qualified mortgage revenue bonds (QMBs) and 
to elect to trade in private activity bond volume limit for 
authority to issue mortgage credit certificates (MCCs) expires 
after June 30, 1994.

Permit an eligible Individual taxpayer's net loss from certain 
rental real estate activities generally to offset income from real 
property trade or business activities. The loss allowed under the 
provision could not exceed the lesser of (1) the taxpayer's net 
income from real property trade or business activities which are 
not passive activities, or (2) the taxpayer's taxable income 
(determined without regard to this provision). A similar rule 
would apply with respect to passive activity credits. An 
individual taxpayer would be eligible if more than half of the 
personal services he performs in a trade or business are in real 
property trades or businesses in which he materially participates
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indah tatinaaa Oforooartybuaineas

rhllrthood Irnmunigation program

Delete the House bill provision.

Treatment of 
Individuals

EmpowezTn^TUfc ggpas and enterprise Gounnunitiea

Delete the House bill provisions.

Access to tax tnfarmatlon bv the Department of Veterans Affairs

Move to outlay provisions.

BATP uaer fees for alcohol labeling and formula application

Move to outlay provisions.

Delete House bill provision.

Inorease recovery period for nonreeldential real property to 38 

years

Extend the recovery period for determining the depreciation 
deduction with respect to nonresidential real property from 31.5 
years to 38 years, applicable generally to property placed in 

service on or after February 25, 1993.

(not including services as an employee unless he owns more than 5 

percent of the employer).

certain real
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THE PRESIDENT HAS SEEN

Should not count. (Why noP It’s real 
tT2n>eQLand he was hapPyt0 count >t in

I spend-

ling enHreffalkSVagUelyabou'c^  ̂
'mg entitlement spending, but offers 
no specific proposals.

— _
lydu the cheering.

hful'n rd B°b 0016 would have had 
little patience with such nitpicking. He 
knew deficit reduction is tough, requir­
ing not only tax increases and spend- 
r?.tCUu?Ut u“r.fees and interest cost 

i recognized the

ByXlice M. Rivlin

afindine nrnafAatf-A
bill passed the House v

dd“

Xd^X?K“B’h“,“re

nents, passage of its bill this week 
wou d move action to a conference. 
Next, appropriation action consistent 
with the budget resolution would lock 
in spending cuts, so that half of all 
deficit reduction would come from 
those cuts. Indeed ..ndOr

,Uh\er LeTS iS really raisini taVesTaT

wise. He talks vaoneiv ____ _

Washington 
have such a longstanding re­
spect for Senator Bob Dole 
that I fantasize that the old 
Bob Dole — the responsible 
statesman — will weigh back 
into the budget debate.

He was one of the first Republicans 
to recognize that the towering Reagan 
deficits endangered the health of the 
economy. Ignoring the political risk, 
he stood up to his own President, who 
offered supply-side nostrums, blithely 
talking about “growing out of the defi­
cits” and minimizing their size by 
basing projections on rosy scenarios.

The old- Bob Dole cut through the 
malarkey. He knew the Government 
was living beyond its means, borrow­
ing the nation’s savings, punishing 
farmers, home buyers and investors 
with high real interest rates. He knew 
there were no easy answers, that- 
deficit reduction required tough polit­
ical compromises involving spending 
cuts and tax increases.

The old Bob Dole, as Finance Com­
mittee chairman, then majority lead­
er and finally minority leader, took on 
two Presidents of his own party, in 
1982,1985 and 1990, to try to tame the 
deficit. He got precious little White 
House support but kept fighting for 
saner fiscal policy.

Now, finally, we have a President 
who is leading the fight for fiscal 
responsibility. Bill Clinton did not 
have to be urged or cajoled. His first 
priority was an economic plan to re­
duce the deficit by $500 billion over 
five years. His plan included unpopu­
lar tough spending cuts: Well over 
100 domestic programs would be cut 
by $100 million, including reductions 
in Medicare and agricultural subsi­
dies and deep cuts in Government 
administrative costs and personnel. 
It called for tax increases on those 
most able to pay and a broad tax on 
energy. It showed the reductions in 
Federal interest costs that would re­
sult from the lower deficits.

The plan was balanced and fair: 
roughly half the deficit reduction 
would result from spending cuts, half 
from tax increases that would fall 
overwhelmingly on the most well-off 
Americans. And the numbers were 
real: The estimates rest not on a rosy 
scenario but on the Congressional 
Budget Office’s conservative as­
sumptions, also used by the Congress.

Congress passed a resolution re­
flecting the main features of the plan. 
In working with it, we agreed to cut 
the deficit even more than our origi­
nal proposal would have by putting a 
^jjaj^^ttezel^^jii^diustmen^Yen 
for inflation — on

ireconcniation 
le House with only slight 

modifications in the Administration's 
basic design. The Senate Finance 
Committee reached the same deficit 
reduction target, with differences in 
some tax and spending cut compo-

Nn

S|dH8etni^S<),UtiOn

hold. (Why not? Those in the

taging the effort with r ' ' 
rhetoric. He says the Democrats" 
plans are mostly tax increases be­
cause some of their spending cuts do 
not count. He claims the appropria­
tion cuts should not count because the 
hni/e uIeSOlution caPs might not 
hold. (Why not? Those in the 1990 
agreement held, and Congress is 
more serious about deficit reduction 
now than it was then. So is the elector 
alhe ). .He says cuts in interest costs
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Senate Passes a Smaller

The

bill is a mainly by deficit-hawkPushed

tew munun - brineadded expenditures, but irwil bring
line vote of 241 to i /1, i<*‘ 5*7 nhiec- President Clinton's ^"ding objec

Such
nosing restrictions on welfare aiu {or lhe Treasury cost the 1 reasui y
Senate also approved by voice vote an postal Service and the Presi a year. That is a small fraction of^
amendment proposed by Senator Al denl>s executive o«*“s- {iRht lhe amount it costs for the Secret
fonse M. D’Amato, Republican of AbOrtion opponents chose to t g Service t0 protect former Pres‘^n?; 
New York, requiring that state and ther day. They Plan t0 ™^aUons a service that will not be touched by
^oca. governments =te worWa« 5?nd in the the measure. 

when they the measure.
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motion to kill it, of-
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Administration officials have
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try to reinstate a provision prohibit-

rtrnnoed the ban on Government 
payments for elective 
poor women, reversing a P°licy that
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Some financial 
relief for hard-

m surnrner jobs Bui most of the 
money™ will go to the military, with 
$750 million for the Somalia opera-.

prcgrarn^^^  ̂ Committee on Thursday
cipients without dependents or risk _
losing their Federal share of welfare-----------------------------------

z

12 50b of which will be filled in New. 
York State roughly half of which will 
go to New York City. New Jersey will 
be allotted 6,500 summer jobs, and,

r . .. ___ nraiCAfl IL.au>j - ------
than nothing, but it s, 
timulus,” said Senator

fUUnder the amendment, states 
would be required to enlisuo percenn
of qualifying t------
workfare programs
About 20 states
programs.

The

' Medicaid from. covering

^‘dr^d^'ba’non Government 
pavments for elective abortions for 

has'been'in effect since 1977.

Loss for Ex-Presidents
An amendment to the spending b"

^ million dollars more in cuts Aan 

“S S'm.

not the son of stimulus, said Senat« 
Harrv Reid a Nevada Democrat He 
complained that cities would receive 
funds too late in the summer to ptan

a more modest measure showed that 
"Congress has gotten the message.
WeTh“VM\0^'“mE“r«»"^ 

with a House version that includes 
$120 million more for summer jobs 
and $290 million for construction of 
waste-water treatment plants.

Gain for Abortion Rights

Abortion-rights advocates won 
modest victory todav when the House

THE PReSlOENT HAS SEEM

J

Stimulus Bill

y,a«s million 2 = MP"0

:;;rh services once he leaves office.

would Simply put mto effectPres­
ident’s own ideas on wel.fa^ h8ave 
Rut Administration officials nave *aUid they are in only the early stages 
of what is bound to be a broad ana 
complicated effort to translate those

X oi^ W ^A similar amendment 
was approved last year but did not 

\Survive a Senate-House conference 
committee, and a similar fate is ex­
pected for this year s version

Mr. D’Amato said the measure

ftl
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f$360 million in financial aid to stu­
dents, $175 million in loan B^rairtees 
for small businesses and^OO million 

money will go to the military, with 
$750 million for the Somalia opera-, 

tl0?he measure is expected to createj 

160,000 summer jobs
I2 500 of which will be filled in New, 
York State roughly half of which will 
Io to New York City. New Jersey will

By CLIFFORD KRAUSS
sped.no me New York Time,

WASHINGTON, June 22 - 
Senate today approved y p j(jent 
a far smaller version of Presiuem 

Clinton’s
package,
summer

S'^Tre.su.yp.parinie";,

the amendment,

welfare recipients in 
1!r,3 after a year, 
already have such

proposal by Mr. D’Amato 
nassed after a motion to kill it, of 
fered by his Democratic colleague 
from New York, Senator Darnel 
rick Moynihan, was defeated “V
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HAT’S ONE reason many Arab 
allies would be happy if the U.S. 
would simply let this Iraqi provo­

cation pass. Kuwait and neighboring 
Saudi Arabia probably would be happy 
to see another swipe taken at Iraq, but 
some other Arabs friendly to the U.S. 
are starting to mutter that the Iraqi 
people may have suffered enough. That 
sentiment is further fueled by the grow­
ing sense, both in the Arab world 
and the U.S., that Iran and not Iraq 
is the real long-term regional threat.

But none of these complications 
erases the fact that

t

specific act. So whether the FBI draws a 
clear or a fuzzy line between Saddam 
and any assassination plot will be cru­
cial in determining how much public 
pressure emerges for revenge.

There’s also a much broader compli- 
cation. After failing to actively

ClinionmlMiE^ccLisejQj^ double
now.

A cr^vnHnstantl^ouptrom the 
Islamic world that the U.S. wasn’t will­
ing to stop Muslims from being slaugh­
tered in Bosnia, but was eager to strike 
out at them in Iraq.

CAPITAL JOURNAL
By Gerald F. Seib

TTHIN THE next few days, a 
confidential report will hit Pres­
ident Clinton’s desk, pushing 

him toward one of the toughest decisions 
of his young presidency: whether to 
order new military action against Iraq.

The report will summarize the Fed­
eral Bureau of Investigation's inquiry 

into whether Iraq 
dispatched a group 
of terrorists to Ku­
wait to try to kill 
former President 
Bush when he vis­
ited there in April. 
U.S. officials famil­
iar with the affair 
assume that the 
FBI. like the Ku­
waiti government 
that is trying the 
terrorists, has 

found some clear links between the 
terrorists and the Iraqi government of 
Saddam Hussein.

If so. tough questions have to be 
answered soon. If Iraq was behind a 
bungled, slipshod effort to kill a former 
president, does that alone call for a new 
American bombing run against Iraq? 
Maybe not. But if that bungled terrorist 
act is combined with other new exam­
ples of Iraqi misbehavior, is there a good 
case for action? Probably so.

N SOME WAYS, the easy call for Mr. 
Clinton would be to simply unleash 
the bombers. Saddam Hussein has 

become the Moammar Gadhafi of the 
1990s, a villain so widely despised that 
he is a politically convenient target. 
There are few actions against Iraq that 
would arouse strong domestic opposi­
tion, and little reason to think Iraqi air 
defenses yet pose much of a deterrent.

It also seems clear that some type of 
Iraqi connection to a plot against Mr. 
Bush can be established. The terrorists 
have confessed that they were trained 
by Iraqi agents. Such confessions may 
be suspect because they could have 
come under Kuwaiti duress, of course. 
But U.S. officials also say privately that 
there is compelling forensic evidence. 
Most important, one official says, the 
car bomb found in Kuwait is a “virtual 
twin" of one discovered and disarmed 
elsewhere in the Middle East during 
Operation Desert Storm, then traced to 
Iraqi operatives.

Still, this is a much more dicey 
situation for Mr. Clinton than it seems. 
For starters, there's an-important ques­
tion of whether metgnauaa^afire 
trained in Iran and thpn IpJJaose 10 
generall^wreakhavoc^r^sMtched

Bush.
Traqisa pure police state where 

underlings aren’t exactly prone to inde­
pendent action, so most analysts as­
sume a link to Iraqi intelligence opera­
tives is a link to Saddam’s inner circle.

Administration can use any evidence of 
an Iraqi plot to shore up enforcement of 
United Nations economic sanctions 
against Iraq, and to immediately 
squelch any thoughts of loosening them. 
By happenstance, Iraq is busy right 
now, both in talks with the U.N. in 
Geneva and at a human rights confer­
ence in Vienna, trying to wriggle out of 
the economic sanctions and earn the 
right to sell more of its oil.

Beyond that, it may be time to start

The experienceofthe last two years 
shows that the U.S. has far more success 
generating international support for 
striking Iraq when it responds to a 
pattern of Iraqi misbehavior, rather 
than individual incidents.

Typically, Saddam Hussein is open­
ing himself up to just such an American 
diplomatic campaign right now. He's 
jj^^usedtoleUJJj^eaggjjynjjjg^

week. There's little doubt that Saddam 
Hussein will challenge President Clinton 
eventually. It would be wise for Mr. 
Clinton to start loading his gun now, so 
that he can pull the trigger at a time of 
his choosing.

r. n rr»rj
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percent reduction in the 17,000 people working on 
the program in Government agencies or private 
industry. How’s that for confirming that many 
Government programs may be bloated far beyond 
need? Whatever becomes of the space station in 
Congressional votes starting today, the same steely 
eye needs to be trained on possible bloat elsewhere 
in NASA, and throughout the Government

This page has previously argued for a greatly 
reduced space station. But as the political need to 
find deeper budget cuts intensifies, the station looks 
like one of the best candidates for elimination.

The President’s rationale for continuing with 
the station is that the nation “cannot retreat from 
our obligation to invest in the future.” But this 
costly program looks more like pork-barrel spend­
ing for the aerospace industry than an exciting 
technological venture. Commercial interest in using 
the station is negligible. Its only real value is to gain 
experience and knowledge needed for human explo­
ration of the solar system. But a trip to Mars is 
probably decades away.

Cutting the program will force the nation to 
reassess just what role humans should play in 
space. Meanwhile NASA will have plenty of exciting 
science and aeronautics even without a station.

The President’s five-year budget plan included 
Q* several tax subsidies for corporate investment and 

about $150 billion in public investment in, for exam- 
_ pie, technological research and training for dis-

Congress seems intent on giving Mr. Clinton a 
third of his loaf. That’s too close to Mr. Perot’s 
myopia, and two-thirds away from what Mr. Clinton 
wisely promised.

turned nasty toward anything that sounded like 
Government spending. Congress rejected the Presi­
dent’s stimulus package, which included some in­
vestment initiatives, and his proposed $30 billion tax 
credit for corporations, which increased their in- bond 
vestment spending above past levels. •

But these blows were light compared with
Congress’s decision to knock more than $50 billion

defense discretionary spending. And Congress re- Government 
fused to consider raising caps set for discretionary 
spending in 1994 and 1995. Those caps are tight — 
requiring non-defense spending to fall, after ac­
counting for inflation, by a few billion.

icresj 
wenareandl

Ross Perot told voters he would reduce the 
deficit. So did Bill Clinton. But Mr. Clinton added a 
more profound promise: to tilt Federal spending 
toward investments in education, training, technol­
ogy and research. In his February budget message 
President Clinton lived up to his promises, propos­
ing to cut the deficit by $500 billion over five years, 
yet add $200 billion in programs to raise public and 
private investment.

Now Congress is about to dispose of Mr. Clin­
ton’s investment plans. Unless the Administration 
lobbies effectively, Congress will pass a budget that 
focuses on deficit reduction and virtually ignores 
economic growth.
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So unless Congress cuts defense spending more 
than Mr. Clinton proposes, which isn’t likely it will 
have to cut non-defense spending by a whopping 10 
percent for 1995. Say goodbye to most of Mr. Clin­
ton’s initiatives. And hello to Ross Perot’s crimped 
vision, which puts deficit reduction above all else. 

Appropriations committees are already busy 
with their budget shears; tentative agreements 
would cut Mr. Clinton’s request for Head Start, the 
program of early education for children, and’ the 
Job Corps, which trains disadvantaged workers by 
about one-third. Expect the fraction one-third to 
keep popping up; that might be what Mr. Clinton is 
able to preserve of his $150 billion, five-year invest­
ment program.

The Administration didn’t help its cause by 
including in its investment plan programs of suspi­
cious worth. The Senate rightly excised a set of 
corporate tax breaks that would have done little to 
increase productive investment. The Administra­
tion’s plan to subsidize investors in small compa­
nies and real estate would be wasteful giveaways. 

What’s needed is for the Administration to set 
■ . • - —
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Jettison the Space Station
It is finally time for Congress to acknowledge

that the proposed space station is too expensive to 
continue while the Federal Government is scram­
bling to cut expenditures.

There’s no doubt that the Clinton Administra­
tion has made a valiant, good-faith attempt to pare 
down the costs of the program. The White House 
ordered the National Aeronautics and Space Ad­
ministration to come up with three proposals for 
redesigning the station to cut costs drastically. And 
it set up a review committee of experts to judge the 
worthiness of the proposals and the accuracy of the 
cost estimates.

By most accounts, the effort was rigorous.
Indeed, the space agency was able to project sub­
stantial savings with a scaled-down space station — 
but nowhere near the savings the President had 
originally sought. Even so, President Clinton has 
endorsed a hybrid of two redesign proposals that 
would cost at least $10.5 billion over the next five 
years and more than $16.5 billion to complete, a 
reduction from the current design costing $14 4 
billion over five years and $25.6 billion to complete.

The most surprising revelation is the presumed 
source of the savings. They would come mostly 
from organizational changes, including a huge 30

Placed workers. But soon after the Prestdent pre- 

sented his plan in February, the political mood
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priorities and fight hard for what’s most dear. That 
probably
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Gore Gets Earful of Bureaucratic Horror Stories
As He Shapes a Plan to ‘Reinvent ’ Government
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By James M. Perry
Staff Reporter of The Wall Street Journal 

WASHINGTON - Cordless microphone 
in hand. Vice President Al Gore strides 
back and forth in front of an enthusiastic 
audience, just as if he were Oprah or 
Donahue.

But here, the subject isn't serial killers 
or sex-change operations. It s something 
called “reinventing
government," and 
the Clinton admin­
istration is serious
about it.

Most serious of
all is Mr. Gore,
named by Mr. Clin­
ton as the head rein­
ventor. He’s holding
town-hall meetings
in every major gov­
ernment depart­
ment, collecting
ideas on what’s
wrong and what can
be done to fix it.

More than 200 reinventing specialists, 
most of them career federal employees, 
are toiling in two downtown offices analyz­
ing all the data. The agencies, with 800 
more employees working on the project, 
are doing their share too; this week, top 
managers at the Labor Department held a 
three-day retreat to come up with ideas on 
reinventing their part of the government. 
The goal is to produce a final report, free of 
jargon and analysis by highly paid consult- 
ants, in September.

Mr. Gore's town-hall meeting with 
“volunteer” bureaucrats from the Trea­
sury Department is typical. He starts off 
by saying he wants them to tell him horror 
stories about why the federal government 
is so fossilized. They can hardly wait to 
respond.

“I can’t even find a stapler that works 
in my department," says one woman. "We 
have a couple of old staplers that still do 
the job, and we hide them from each 
other."

"If you blow a fuse," says a mainte­
nance worker, “you’re out of business for 
days. So it’s a lot easier to go across the 
street to Radio Shack and buy a new fuse 
out of your own pocket.”

The Little Green Steam Trap
But the most celebrated horror story of 

all is the one Mr. Gore tells himself, at all 
his meetings. It’s about a little green j 
steam trap that’s used to take dirt and oil 
out of steam lines.

his reinventors have an answer - the com­
puter.

As things stand now, most federal 
departments still use electric typewriters. 
“New hires sometimes don’t know what 
they are," Mr. Stone points out.

Mr. Stone would replace them all with 
computers. “Here’s what I would do about 
that trip to Atlanta," says Mr. Stone. “I’d 
type a line to my boss on my PC. saying I 
wanted to go to Atlanta at 9 a.m. on 
Thursday and that I’d be back at 5 p.m. 
Friday. He’d respond, by computer, that it 
was OK and then I'd contact the travel 
office by e-mail, and they'd send my ticket 
back by e-mail. I'd account for my ex­
penses on my computer and have my boss 
authenticate them. I’d send my voucher 
electronically to the payroll office and they 
would then transfer what I was owed 
electronically to my bank account. "

Mr. Stone says he would lay down a 
law: Anybody in govemmment who works 
with pencil and paper is hereby authorized 
to buy a desktop computer. In the end. he 
says, the government would save money. 
Hiring a secretary to shuttle back and forth 
with paperwork probably costs S50.000 a 
vear, with benefits. Buying a PC. and 
working it into a local-area network costs 
less than S5.000. The secretaries, of course, 
would lose their jobs-in theory’, anyway.

He would also allow employees to buy­
state-of-the-art equipment. As things stand 
now. one of the Treasury employees told 
Mr. Gore, new computer equipment ar­
rives just about the time the equipment 
becomes obsolete. Mr. Stone agrees; he 
savs he was assigned a new computer at 
the Pentagon the day the company that 
serviced them went out of business.

It’s also a popular story. Mr. Stone tells 
it in a book called “Reinventing Govern­
ment," by David Osborne and Ted 
Gaebler. In Mr. Stone’s version, the lost 
steam was worth $3,000. Mr. Osborne is 
working as a consultant with the reinvent­
ing organization, which is formally known 
as the National Performance Review. The 
book is the organization's guiding light. 

‘Empower People’
But whatever the provenance of the 

anecdote, the point is valid. The govern- 
ment's centralized procurement process 
does' POSI? H Problem. Mr. Stone says 
the final report will recommend changes. 
Managers would be given cash to make 
these discretionary purchases, he says.
They could go out and buy staplers and,; 

fuses and even desktop computers on their 
own, without filling out hundreds of pages 
of documents for the centralized purchas­
ing office. "Empower people,” he says. 
"That’s the advice I'm getting."

It is one of Mr. Gore’s basic principles 
too. He says he wants to invent a govern­
ment that will be decentralized, that will 
use market principles and that will "treat 
Americans like customers again.” What 
private industry has done in the way of 
total quality management, he wants to do 
for the federal government.

It might even involve something that 
used to be called the petty-cash fund. Some 
government agencies, Mr. Stone notes, 
have petty-cash funds now, but “the trou­
ble is. hardly anyone is empowered to use 
the money.”

Mr. Gore and his group are also taking 
on what to many is the coat of arms of the 
federal government in action - mounds 
of paperwork. "It took me a whole week to 
do the paperwork to meet the requirements 
of the Paperwork Reduction Act," one 
Treasury employee told Mr. Gore.

Shift to Computers
The paperwork, says Mr. Stone, really 

is awesome. When he was at the Defense 
Department and wanted to make a trip, he 
says, he was required to fill out dozens of 
forms and send his secretary scurrying all 
over the Pentagon to get them signed. All 
day long, says Mr. Stone, thousands of 
government secretaries are shuttling from 
office to office just to get papers signed by 
functionaries. “Why can’t these signa­
tures be done electronically?" a Treasury 
worker asked at Mr. Gore's town meet- 
inK-

Albert Gore

“It costs about $100,” Mr. Gore says. 
“When it goes bad, it begins to leak. It 
leaks about $50 worth of steam a week.” 
Mr. Gore says a federal employee came to 
him and told him what happened when 
he tried to replace several leaky traps. He 
was told the central procurement office 
“had been directed to buy in quantity to j 
save money. To do that, they saved up all 
their requests for leaky steam traps for a 
solid year. Sure enough, they got a dis­
count. They bought each $100 trap for $90. ’ 
Saved 10 bucks. In the meantime, though, 
they lost 50 weeks of steam. $2,500. That’s 
right. $2,500 to save $10."

It's a nice story. But Robert Stone, a 
career Defense Department official hired 
by Mr. Gore to manage the reinventing 
team, concedes that no one ordered anyone 
to save up all those requests for new 
steam traps. “The problem was," he says, 
“no one was authorized to do anything,” 
so, presumably, the requests just piled
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The President has reviewed the attached, and it is forwarded to you
for your

Information

Action

Thank you.

cc:

□

THE WHITE HOUSE
WASHINGTON

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



THE WHITE HOUSE

WASHINGTON

93 JUN 21 p2:27

>entMEMORANDUM FOR THE PRE

Howard PasterFROM:

Brady bill and crime legislationSUBJECT:

June 21, 1993 /

In any event, I felt it necessary to advise you that while I 
prefer a different course it probably is not practical to move 
independently on Brady at this time.

4^

There have been meetings on crime legislation involving Bruce 
Reed, the Department of Justice and staff fpr Chairmen Brooks and 
Biden. It is my sense it may require your personal direction to 
expedite the process because of Justice Department interest in 
making substantial changes in controversial portions of last 
year's crime bill.

I indicated to the Chairman that we might not agree on this, and 
asked to see him for a more thorough discussion. Our meeting was 
quite pointed — he said we could have Brady now and no crime 
bill, or we could have a crime bill with Brady. The Chairman 
placed the responsibility for the delay in moving a crime bill, 
including Brady, on the Administration and indicated his 
willingness to move promptly on a crime bill. (I should add he 
still harbors the hope of making "minor* changes in Brady and 
this could require some further discussion since I do not believe 
we can accept changes from last year's compromise unless they are 
negotiated with the police groups.)

W PRESIDENT HAS SEEN

Mindful of your desire to move more quickly on the Brady bill, I 
have spoken with a number of people about this. Word got to 
Chairman Brooks that I was exploring this possibility and he 
called me last week to make clear he has not changed his position 
that Brady must be done within the context of an overall crime 
bill.
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DATE: 

NOTE FOR: ^/C)

□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:
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THE WHITE HOUSE

WASHINGTON

93.:UN2I p3: 28

June 21, 1993

Recommended Telephone Call

TO:

DATE: June 21, 1993

David GergenRECOMMENDED BY:

PURPOSE:

BACKGROUND:

Harvard College ($25 million)1.

2.

3.

1.

2.

3.

DATE OF SUBMISSION: June 21, 1993

TOPICS OF
DISCUSSION:

To acknowledge Mr. Annenberg's exceptional 
generosity and commitment to education.

The importance of this gift in setting an 
example for other potential donors.

This is the largest one-time gift to private 
education in American history.

CONTACT PERSON AND 
TELEPHONE NUMBERS:

Appreciation for Mr. Annenberg's 
commitment to supporting education.

Walter Annenberg (215) 341-9330 (Work)
Can be reached at home 
through White House Operator

David Gergen - 456-2195 
Jody Greenstone - 456-2195

Communications programs at the University 
of Pennsylvania and the University of 
Southern California ($120 million each)

The significance of the donation
- Mr. Annenberg's generosity
- The magnitude of the gift

Mr. Annenberg contributed $365 million to the 
following educational institutions:

|

The Peddie School, his alma mater 
($100 million)

THE PRESiOENT HAS SEEN
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DATE:

NOTE FOR;

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

2_—



HAS SEEN

June 21, 1993

RECOMMENDED TELEPHONE CALLS

TO:

As soon as possible
DATE:

RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF DISCUSSION:

1.

structure. You shouia stress inav 
is the "only game in town", it is 
important to keep the process moving and 
stick together on the floor in the face 
of harmful Republican amendments.

THE WHITE HOUSE

WASHINGTON

WE PRESiDEiXl

1. For the moderate/conservative
Senators, it is important to stress that 
the bill is moving in the direction they 
have been advocating. Under the Senate 
Finance bill, for every $1 in spending 
cuts there are 93 cents in revenue 
increases, overall the bill achieves 
over $510 billion in deficit reduction 
while maintaining a progressive tax 
structure. You should stress that this

lenator Jim Exon
Senator Bennett Johnston 

^Senator Howard Metzenbaum 
^^enator Sam Nunn
^^senator Diok -Ohelby L*'^****^

Senator Ben Nighthortee Campbell 
Senator Paul Wellstone

Majority Leader Mitchell

To shore up support for Reconciliation

These Senators were flagged by Senators 
Mitchell and Moynihan as potential 
problems on the Reconciliation vote this 
week. A specific list of their concerns 
is attached. Both Senators Exon and
Johnston are members of the Senate
Budget Committee and their votes are 
needed tomorrow to report
Reconciliation.



Barbara Chow, x.6493

June 21, 1993DATE OF SUBMISSION:

ACTION: 

CONTACT PERSON AND 
TELEPHONE NUMBER(S):

2. For Senators Metzenbaum and
Wellstone, you should acknowledge their 
concern about the effect of deeper 
Medicare cuts and indicate that you are 
sympathetic to a restoration of the food 
stamps and EITC funding in conference. 
As a result of their efforts, the 
Medicare cuts were significantly lower 
than originally contemplated and not 
much higher than the House bill. It is 
important to keep the process moving and 
you plan to consult with these Senators 
through the Reconciliation conference.
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Johnston:
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Member Concerns 

\

cW^AK C x

—ky> Tkmm &-a j*' lu s ^\ Ca ■^>
6^’o2a lk^ Cqja^I Lk^o

camooexx: Strongly opposed to the BTU tax, favors greater
spending cuts, supports entitlement caps. The Senate 

ao a Iona wav towards resolving his

3 Strongly opposed to th®^^tax, supportive^of

entitlement caps, opposed
from Senate Finance packa< 

■\tafcz.nbaun: Opposes additional Medicare cuts, favors
additional reductions ^^.^^““revis^o^loJpMel97

 by some unions).

- Nunn: '* *«»»«*-*
 cuts. ItAA-P <ACA

Concerned about the Medicare cuts.

—Situ<Ar(9tK(JH

X

5?2rt onraS?icuW^eL very concerned about the rising

*
1

Sb™,, strongly opposed to the BTUJar (especiallyf it^ 

^^^^“^^a^i-SeSt ceiling review;

stronclv opposed to the BTU tax, supportive of

Voted consistently against the leadership position

Reconciliation next week.

Campbell:

Finance^provisions go a long way 

concerns.

• Wellstone:

e^ensing), concerned Tbout intangibles provision (opposed

^Giunn: / Favors, entitlement caps, supports additional spending



Budget Review

o If projected levels or encxcxinent apeHuxuy axe ukcavu^ 
the President would be required to report to the Congress

o The entxtiemenr review wm nexy 
entitlements and prevent further increases in the deficit.

tions in the event or an ovexaye, <-w**yxeOa j7------
acknowledge and address the growth of entitlement spending.

does not include any automatic sequester, or debto The proposal 
ceiling vote.

o While there is no automatic requirement for entitlement 
reductions in the event of an overage, Congress and the President 
must acknowledge and address the growth of entitlement spending. 
Failure to do so would prevent action on the annual Budget 
Resolution which is needed before appropriation bills can move 

forward.

Description:

o Entitlement spending levels would be constrained to the 
estimated entitlement amounts included in the Budget 
Resconciliation, using OMB estimates. However, automatic 
adjustments would be included for caseload growth. A

included as an automatic adjustment.

o If projected levels of entitlment spending are breached, 
the President would be required to report to the Congress 
the amount of the excess as well as the steps he would take 
(if any) to reduce the overage (either projected or actual). 
The President can choose to deal with the overage in whole 
or in part by proposing a tax increase or a spending cut. He 
can also recommend that no legislative action be taken.

o The House of Representatives would then consider the 
President's recommendations which they can either modify, 
accept or reject. However, the House must respond with a 
voteT A separate vote would be taken if the House chooses to 
increas the targest. The Budget Resolution could not move 
forward without action taken by the House to address the 
overage either by increasing the targets or making up the 
overage. The effect of holding up the Budget Resolution is 
that appropriation bills could not move forward without 
congressional dispensation of the entitlement cap overage, 

o In making recommendations, the President and Congress 
must consider all options before reducing means tested 

programs.

o The entitlement review includes no automatic 
sequestration or debt limit review.

Talking Points:

o The entitlement review will help restrain growth in



Caucus, and Congressmen Stenholm, Penny, and Spratt.
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06/22/93DATE:

NOTE FOR:

Information XX®

□Action

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

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

MACK MCLARTY
DAVID GERGEN 
HOWARD PASTER

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

for your
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Sincerely,

I

I
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►
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i
i

THE WHITE HOUSE

WASHINGTON

June 22, 1993

I 1 '

Dear Doug:
' -I.,'

I am very sorry about the criticism you have 
been getting regarding your support of the 
reconciliation package. I appreciated your support 
and could not have succeeded without it.

In addition, I have forwarded your concerns 
about the Newark Air Force Base to the National 
Security Council. I will be back in touch about 
the issues you raise.

Again, I am deeply sorry about the flippant 
remarks that appeared in Newsweek and wish I knew 
who was responsible for spreading this information.

I apologize for any comments, false though 
they were, made by my staff. I hope this incident 
has not caused you too much embarrassment.

1

7^

The Honorable Douglas Applegate 
House of Representatives V
Washington, D.C. 20515 f-■—

j..-; z-.



THE WHITE HOUSE

WASHINGTON

OFFICE OF LEGISLATIVE AFFAIRS

FAX COVER SHEET

NOTE:

DATE: 

TO: 

FROM: 
rUgg 'S ’..se '/ORE:

b/tGC CI cG>ii y g G ,s—iG.
Ge do MmGtIP 7

Page 1 of

THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS 
CONFIDENTIAL AND INTENDED FOR THE RECIPIENT ONLY.

If there are any problems with this transmission, please call 
(202) 456-7500.

i. i<r

5
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Washington, o. c.

Dear Mr. President,
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If

DOUGLAS APPll^^ j.
UNITED states house of representatives ’* 7
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With best regards, I remain /
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FROM:

Review of Congressional Directory InformationSUBJECT:

Please call me at 395-6963 if you have any questions.

Thank you.

Attachments

Approved with no changes.

rw

signature

3 O

STACIA L. CROPPER
EXECUTIVE SECRETARY

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF ADMINISTRATION 

Washington, D.C. 20503

Please check one:

1/

Date

MEMORANDUM FOR JOHN PODESTA
STAFF SECRETARY 
WHITE HOUSE OFFICE

This information will be forwarded to the Joint Committee on 
Printing on Thursday for inclusion in the 1993 Congressional 
Directory which will be available in July.

A copy of last year's Congressional Directory is also attached to 
assist you in determining what information to include.

(proved with the changes indicated.

When your review is complete, please sign the bottom of this 
memorandum, indicating your approval of these changes. A copy of 
this memorandum and your changes should be sent to Room 479, Old 
Executive Office Building, by close of business, June 23, 1993. 
No response by this date will indicate your approval of the 
information.

Attached is the draft Congressional Directory information for 
your office. Please review and verify the names, titles, 
telephone exchanges, and room numbers. Any changes to the 
information should be made clearly on the attached sheets.



456-2702

456-2702

456-2226

80 OEOB

STAFF SECRETARY 
Phone, 456-2702

Geisler, Ronald R.
Executive Clerk 

Good, Terry W. 456-2240
Director of Records Management

Podesta, John D.
Assistant to the President and Staff Secretary

Stern, Todd D. 456-2702
Special Assistant to the President and Deputy Staff 

Secretary
Richard, R. Paul

Deputy Staff Secretary
Wessel, Frances R. (Fran)

Administrative Assistant to the Staff Secretary
Wagner, Sharon E. 456-2702

Administrative Assistant to the Staff Secretary
5 OEOB



F4471.FMT 5/11/89

EXECUTIVE

CQnventioni, 1964 and 1968; recipient: Distinguished Flying Cross and three Air

EXECUTIVE OFFICE OF THE PRESIDENT

Winklejohn,

Special Assistant to the President and Assistant Staff Secretary —John S. Gardner. 
Administrative Assistant: Frances Wessel; Beth A. Thompson.

De.‘PW fa^tant to the^residen^for Appointments and Scheduling.—Katherine Super.

Phillips Academy, Andover, 1942; Yale University, 1948; Ueutenant (jg.). US. Navy, 1942- 
45; supply salesman. West Texas and California, 1948-50; cofounder: Bush-Overby Develop­
ment Co., 1951-53; Zapata Petroleum Corp., 1953. and president and cofounder Zapata Ofr 
Shore Co., 1954-66; Member, US. House of Representatives. 1966-70; US. Ambassador 
United Nations, 1971-73; chairman. Republican National Committee, 1973-74; US. Liaison' 
Officer, People s Republic of China, 1974-75; Director, CIA, 1976-77; delegate. Republican 
Watwtal 1G/LA ITMTO. :___ rvr_»2__ ° . .r
Medals; member and former vestryman’ St/Mmin’s E^S^CJut^H^^TxT^nb  ̂

and vestryman, Sl Ann s Episcopal Church, Kennebunkport, ME; member of board. Episcopal 
("'KntT'h txs rk. ___ TV____ _____ srtr X- . L .

Deputy Director for Scheduling —Antonio Benedi, (OEOB), Room 182, 456-7560. 
Manager of Correspondence Analysis —Lucy Elkins. (OEOB), Room 182, 456-7560.

3

THE PRESIDENT

GEORGE HERBERT WALKER BUSH, Republican, of Houston, TX; 41st President of 
the United States; bom in Milton, MA, June 12, 1924; attended the public schools; graduated, 
Phillips Academy, Andover,_1942; Yale Uni'—•’ • - - ----------- ------
45;

Shore Co., 1954-66; Member, US. House'of Representatives, "1966-70; Us"' Ambassador 
Mati/wx 1O'71*7‘3. r»----is-__ _______ i »a ... *

Church Foundation; married to the former Barbara Pierce, Rye, NY, 1945; five driHren: 
George Jeb, Neil, Marvin, and Dorothy; elected 43d Vice President of the United States, 
November 4, 1980, reelected on November 6, 1984; elected President of the United States 
on November 8, 1988.

THE WHITE HOUSE OFFICE

l«#a PenMyl.nl. Avenue 20500. Phone, 454-1414
(OEOB) tad Execttive Office Buldms. 17th Sonet nd Pteroytveni. Amne

President of the United Slates.—George Bush.
Deputy Assistant to the President.—Patty Presock.
The President's Aide.—Msf Bruce Caughman.

OFFICE OF THE CHIEF OF STAFF

Phone, 454-F707

Chief of Staff to the President.—John H. Sununu.
Assistant to the President and Deputy to the Chief of Staff.—Andrew Card, 456-2533. 

IO l,U President and to the Chief of Staff—Ed Rogers,

Executive Assistant to the Deputy Chief of Staff.—Eriindn Casey, 456-2533.
Special Assistant to the Chief of Staff.—Katherine Winklejohn, 456-6797. 
Assistant to the Chief of Staff—Jidde Kennedy, 456-6797.
Special Assistant to the Chief of Staff.—Mia Kelly, 456-6594.

OFFICE OF THE STAFF SECRETARY

Phone, 450-2702

Assistant to the President and Staff Secretary —Phillip D. Brady.

nammisirauve Assistant: prances Wessel; Beth A. Thompson
Executive Clerk.—Ron Geisler, (OEOB), Room 5, 456-2226.
Director for Records Management.—Terry Good, (OEOB). Room 80, 456-2240.

SCHEDULING OFFICE

Phone, 45O-2S23
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Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

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

JOHN D. PODESTA 
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EC Spurns Bosnian Plea on Embargo

.1
I

compromise instead of victory.’

reiSi Bo"i?B.P”ride?* y«fc« *,* «,»<« ewfewaw «£!£

his government about whether to “ Copenhagen after asking Commoaity leaders to Hft inu enbarg

ported.K

P'-'j

I**'

L tfve. They said that the letter was

L:-

mediators and the prospect of Bos- German Chancellor Helmut Kohl, left, British Prime Minister John Bfa^^d

the United States, hold the other2

VMcecalled the new efforttoc^e TffcSLS Tm^ £3°^ t0 “f
up Bosnia under the cuise of a con- nresidencv. Even hefnr. F„mn.»n ?mbargo because of possible retal-

The Clinton administration has

with the BBC. “It could greatly in-. : 
crease the killing and the length of"' 
the war.” ,. .1 .
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Staff writer Ann Devny contributed 
to this story from Washington. ~

A •

forced Community leaders to con- 
• front an intractable conflict on their 

doorstep that, has come to symbol­
ize Europe’s political weakness and 
unfulfilled ambitions.

The plan conceived by David Ow­
en, the EC representative, and Cy­
rus Vance, the former U.N. nego- 

dead by Owen last week. He said 
events on the ground had made the 
peace plan’s map of 10 semiauton- 
omous provinces “unrealistic,’ and

' 1

k I

io 
I J
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By William Drozdiak 
Wastunftos Rmc Poragi Service

COPENHAGEN, June 21—Eu- 
ropean Community leaders prom­
ised today to help sustain Bosnia- 
Herzegovina as a unitary state but 
spurned an emotional appeal from 
its president to lift an arms embar- 

I Igo that he said has penalized his
■ besieged government and aided
I Serb aggressors.

Bosnian President Ahja Izetbe- 
govic, making a dramatic appear­
ance at a summit of Community 
leaders, castigated Europe’s refusal 
to rescind an international weapons 
ban as tantamount to voting in favor 
of “genocide’ and “the capitulation 
of my country.’

Despite his disgust with the Eu­
ropean position, Izetbegovic did not 
ignore Europe’s plea that his Mus­
lim-led government pursue fresh 
negotiations on a proposal by Bos­
nia’s Serbs and Croats to create 
three ethnically separate republics

ma’s imminent partition has again French President Francois Mitterrand gather during a break la the summit

situation’ in which the U.Ni forces 
withdrew and arms were sent to 
Bosnia. “But that really is a policy of' 
despair." Hurd said in an interviewposal.

Owen said he realized such a so­
lution would be imperfect, but he
felt it was imperative to stop the 
fighting before next winter. In New by a delegation of EC foreign min- 
York, however, his former mediat- i '— ' ~ ■

Community Leaders Agree to Support Unitary State, but Refuse to Supply Capons

with arms from the substantial 
stocks of the former Yugoslav ar­
my. ■ 

But Denmark’s foreign minister.

ing partner sharply disagreed. Belgium—the present, past and

up Bosnia under the guise of a con- presidency. Even before^ European
federal state “dead wrong." leaders broached the Balkan con-

“I’m very saddened by what I flict over dinner, the Bosnian toarkr
[think is a tragic mistake in moving was told that Community govem-

tiator was formallv nmncn^H |t0 ? planf VanCe ment8 t0 state

If“P rew>rdmg those involved in alive but were adamantly opposed
"J ethnic cleansing.’ to lifting the arms embargo, which

But European leaders, weakened was imposed by the United Nations
at home by sagging opinion polls on all the former Yugoslav republics

. -.  . , • — and public frustrations over jobless- in September 1991.
Jons^th^nX^rtS^nr^ U*88 immigration, The Clinton administration has
cons der the new Serb-Croat pro- have been reluctant to make any urged its European allies to allow 

moves that would embroil them weapons deliveries to the Bosnian 
more deeply in the ongoing Balkan government so it would have the 
crisis- means to defend its people and less-

Izetbegovic was received today en the advantage in favor of the 
’ ' - ’ ----- —• Bosnian Serbs, whose patrons in

isters from Denmark, Britain and Serbia have been supplying them

I
favorably to Bosnia’s appeal to lift’, 
the embargo. Community diplomats 
said German Chancellor Helmut
Kohl unsuccessfully pushed EC 
leaders to end the arms embargo - 
against the Bosnian government at- 
a tense dinner tonight, Reuter re-, 
ported. -• -j

Kohl’s appeal apparently waa- 
prompted by a letter from Presi-

• dent Clinton to him reasserting the-

wrote w»,;

t1 offidab. bowCTer.i

r man Demirel sought reassuranoe
■ that the administration still backed.. 
■. lifting the embargo. t

EC officials say that Russia tod; 
. China, two of the five permanent • 

I. members of the UJi. Security. 
M Council, would doubtless reject any.: 
“ ‘ resolution calling for an end to the.': 

armsembargo . •; -y' ~
France and Britain, which, with '

• the United States, hold the other ' 
permanent Security Council deals,--

Niels Helveg Petersen, said Com­
munity leaders are still convinced 
that lifting the embargo “would lead 
to more fighting on the ground and 
at a more violent level," especially if 
U.N. forces supervising aid deliv­
eries were forced to withdraw.

Izetbegovic rebutted the Euro­
pean arguments, saying that the EC 
was responsible for having “tied the 
hands of the attacked and helped 
the aggressor.’

He said that preventing his gov­
ernment from acquiring the means 
of “legitimate self-defense” would 
1 ‘ 
fare but would “continue to encour- 

make him reluctant To engage in

iation against their troops in Bosnia- 
France has deployed about 5,000. 
troops, Britain 2,300 and .Spain 
1,000 to the former Yugoslavia to-- 
help with humanitarian aid:deliv-:: 
cries. '■ -

British Foreign Secretary Doug­
las Hurt said “one can imagine a'

la Copenhagen after aakhg Coaunuaity leaders to lift anas embargo,

Jr

not diminish the intensity of war-, 
fare but would “continue to encour­
age the Serbian aggressor and. 
make him reluctant to engage in 
negotiations that would lead to 
compromise instead of viciory." ' 

f “This policy only prolongs the- 
aggression and the genocide’ the 
Bosnian leader said. “It cannot be' 
defended from a political, security 
or moral point of view."

Only Germany has shown any. 
public sign it would go along with, 
the United States in responding.

join the talks, which are scheduled 
to start Wednesday in Geneva. He 
said he welcomed the EC’s support 
to maintain “the integrity and sov­
ereignty’ of Bosnia but insisted his 
government could not acquiesce to 
any forum that, he said, masked 
Serb expansionism.

“If the Serbs use these negotia­
tions to take more territory, then 
we will not participate,’ Izetbegovic 
said. The Serb-Croat partition plan 
reflects the territorial gains made 
by the Bosnian Serbs in the former 
Yugoslav republic’s nearly 15- 
month-old war.

Anxiety over the next stage of 
the Balkan conflict dogged the lead­
ers of the 12-nation Community as 
they gathered here for a two-day 
summit to discuss ways for Europe 
to climb out of a deepening reces­
sion, stem the rise in unemploy­
ment and extend more help to the 
emerging democracies in Eastern 
Europe.

But the sudden death of a peace 
plan formulated by UJi. and EC
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Gore Loses His ‘Balance’
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wrote: “It is patently unsafe to subject the population

.9

votes.
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Tilsday. Ji22,1993 The Washinciw Post
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list/said. “Until 
state and 

i’tmake 
potential
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■heated anger <rf citizens put off by Gore’s duplidj/ 
anTHU^jegalistic evasions of responsibility/'
Fr Tnli ntiliTm rii anil •""‘ninfl ■ -C-r 
of the Resource Conservation and Recovery Act that 
empowers EPA to move against an incinerator if

health and their environment is present <
If Gore and EPA officials have shnked off from the

------ , ----.-J - I.. ■— —M. H.. _ ■ I ■ ■ I - I —
protecting them. Judge Ann Aldrich of the federal 
district for northern Ohio hasn’t On March 5, rilling 

  in a case in which all sides—company, government
and the process by which it was approved.” citizens and environmentalists—were heard, Aldrich

Gore, along with the six senators from Ohio, .
West Virginia and Pennsylvania, asked the General
Accounting Office to investigate whether 
regulatory shortcuts were involved in the 10 yeaja.
since the Environmental Protection Agency^stled 
the company an operating permit Gore himself,
speaking with the bluntness that won turn praise as
the Senate’s(ranking environmentali:*- “:J
all questions concerning compliance y 
federal law have been answered, it d<
sense to grant any permit” to burn. T
impact on the people of this community V . is too
great to proceed without study and cautioIKl

Stirring words. Except that is all they are/H^

mux X I^UbWjO
WMC- V. I A . A 4 A L .I4J.A

-Wftat the nsk is and what nsfr»<gepcabte." ; , 
This was-a-majoLfiitizens’ victor^Svqtthough 

the judge’s call to closethe-plant was stayaNj^an 
appellate court while her decisjbajsa

Those whose lives are at risk in the 
Valley—Pittsburgh is 25 air-miles do 
back where they were before the Big 
Clinton and Gore, passed through moi

was going up. the company has friends in thef White

ew political promises seemed more emphatic, P?™*was not revoked. Two months into office, 
or less potentially troublesome to fulfill, than

 Albert Gore Jr.’s of Dec. 7,1992.
At issue was the world’s largest hazardous waste

incinerator, a behemoth in East Liverpool, Ohio, on
the borders of West Virginia and Pennsylvania and . ...
looming 100 yards from homes and 400 yards from an during the last administration and that incurred 
elementary school The $160 million Waste 1 (~i~
Technologies Industries incinerator, which has a
capacity to bum 60,000 tons of waste a year and emit
dioxin, lead and other poisons into an Ohio River
Valley atmosphere already burdened by air
inversions, is owned by Von Roll, a Swiss
multinational. Limited operation began in April

A broad coalition of incinerator opponents—k
citizens, labor unions, national environmental^
groups, churches—has become the major yutic
and moral force to require the federal govdnme

• to revoke the permit that was issued in theV
Reagan-Bush years when lax regulations onkn
hazardous wastes prevailed. X

In his December Senate statement. Gore was
following through on earlier pledges to act that he
and Bill Clinton made while campaigning in that
area of the Midwest. The incinerator issue was a
natural for Gore. It allowed him both to attack the
let-it-bum, trust-industry policies of the 
Reagan-Bush administrations and position himself “imminent and substantial endangermenr tq people 3 
as clean and green. “For the safety and health of health and their environment is present. ■ ':
local residents rightfully concerned about the . .  If Gore and EPA officials have shnked off from the
impact of this incinerator on their families and their Ohio Valley atizens and the law that should be 
future,” Gore stated, “a thorough investigation is
urgently needed. Too many questions remain i
unanswered about the impact of this incinerator
r** **

Gore, along with the six senators from Ohio, .

Gore began yodeiing like an apologist for the Swiss 
multinational and a cold betrayer of the local 
citizens fearing for their health. The original 
decisions, he said in March, to sanction the plant 
“were made principally and almost exclusively

certain legal obfigations on the part of the federal 
government toward the company that had invested 
tens of millions of dollars.”

Now it is the corporate ledger to be protected. 
“Earth in the Balance,” the title of Gore’s best-selling 
Knokhad in the fabnn* " Th* w-»

jweliauit'saigument now is tE'iOlis liCAhas 
certain legal obligations that it just canXre^e.” 
That evokes astonishment in Terri SweanhgqnX 
nurse and East Liverpool opposition leader. “Efeal 
insult my intelligence. If Clinton and Gore say tW| 
powerless, where’s that leave us? The fact is, they 
have the legal authority to act" 7 ,

As the incinerator’s burning begins, burning of 
another kind is occurring in the Ohio Valley—they

As in the Reagan-Bush days when the ind

House and the citizens do not
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• A bipartisan study group headed

On Vietnam
terday that the embargo be lifted.

Lippman/!/
affWntrr I
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by former secretary of state Ed­
mund S. Muskie recommended yes-

>
approve the
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Clinton Is Lrged
To Back Loan Plan

cials and members of Congress- 
have been saying publicly for some 
time that Vietnam’s cooperation 
in the search for the missing might 
be jeopardized if the United States 
did not reciprocate with some ges­
ture. The U.S. business community, 
chafing on the sidelines as Japan, 
Taiwan and other nations begin to 
capitalize on Vietnam’s rapid

nam could then borrow develop- 
r.!c.2 capital from international 
banks or development agencies 
such as the Asian Development

growth, has been lobbying hard 
for a lifting of the U.S. trade em­
bargo.

But some veterans organizations 
and some family groups have op- 
poeei,aoy softening of the U3. 
positibn toward Vietnam, arguing 
that Hanofis still withholding mfor- 
matiott jhbout < more t than 2,200 

.Americans officially unaccounted 
IfoJ. ' - ... • > / 8
. a decision. to approve the 
ilMF refinancing package while

But one key member dissented— 
Orson Swindle, a former prisoner of 
war and a senior aide to billionaire 
political activist Ross Perot. He said 
the United States should block the 
IMF refinancing, keep the trade I 
embargo in place and, if POW-MIA 
family members agree, stop nego­
tiating with Hanoi to reflect “an ab­
solute relegation of Vietnam to a 
position of insignificance in our list 
of national priorities.’’

• If the United States approves, 
tlie IMF next month would accept a 
plan by which France and Japan 
would lend Vietnam the money to 
pay off its $140 million debt. Viet­
nam would then work with the IMF 
on the restructuring of its econo-1 
my—once entirely communist, now 
turning toward free markets. Viet-

7
■ IT Clinton approves the IMF 
recommendation, he will still face 
:sensitive political decisions on 
!the Vietnam issue. He has been in- 
Ivitfid to address the annual meeting 
ihei next month of the National 
league of Families of American 
Prisoners and Missing in Southeast 
Asia—the same gathering where 
President George Bush was heckled 
last year—but has not decided 
whether to accept, according to the 
league.

Then Clinton must decide be­
fore Sept. 14 whether to issue an 
executive order maintaining the 
trade embargo. Bush last year ex­
tended it until
that date, but he later authorized 
U.S. companies to set up offices in 
Vietnam and sign contracts to do 
business there in preparation for 
when the embargo is finally lifted.

Reconciliation between the Unit­
ed States and Vietnam has been 
blocked for years by disagreements 
over the issue of the missing in ac­
tion and over Vietnam’s role in 
Cambodia.

Assistant Secretary of State Win- 
ston Lord told a Senate committee 
recently that the Clinton adminis­
tration is now satisfied with Viet­
nam’s record in Cambodia, where it 
has agreed to respect the results of 
the recent elections. But there are 
still differences within the admin­
istration over whether Vietnam is 
doing all it can to make documents, 
photographs, airplane wreckage and 
witnesses available to U.S. inves­
tigators seeking to resolve the fate 
of the missing.

“Some people believe they’re ca­
pable of doing this much,” said one 
senior official, holding his thumb 
and index finger an inch apart. “But 
some people believe they could do 
this much,” he added, widening the 
gap to about three inches.

Members of Congress who vis­
ited Vietnam recently said af­
ter reporting to Clinton that he 
was concerned about alienating vet­
erans and family members by mov­
ing toward reconciliation with Viet­
nam.

The American Legion, which 
claims more than 3 million veter­
ans as members, has been lobby­
ing furiously against any relaxation 
df the economic squeeze on Viet- 
rfam
I But a delegation from the Vet- - 

drans of Foreign Wars, another ma- 
jbr veterans group, reported after a 
decent visit to Vietnam thafsenti- • 
dneit among U.S. investigators and 
4x4gn diplomats there was unan- 
ibcbs in f^ypr of relaxing the re- 
iriEtions, which they said are un- 
ifealbtieantftnifair. \

U.S. May

Ease Curbs

Imwntaining the trade embargo 
Iwflild walk a thin line between the 
itwfi camps.

By Thomas W. 1 
WaJwton Post Staff Wntrr

President Clinton’s top for­
eign policy advisers have rec­
ommended that the United
States allow the International 

I Monetary Fund to refinance 
Vietnam's debt, giving Hanoi 
access to global capital mar­
kets, but are split on whether 
the U.S. trade embargo 
against Vietnam should be 
lifted, administration officials 
said yesterday.

IMF directors are sched­
uled to vote July 12 on a plan 
that would enable Vietnam to 
pay off about $140 million it 
owes the fund. This IMF “seal 
of approval” would clear the 
way for international banks to 
lend money to Vietnamese 
enterprises, a Treasury De­
partment official said;

If Clinton accepts the rec­
ommendation reached at a 
high-level meeting last week, 
the United States would vote 
in favor of the refinancing 
package—a gesture that 

I would acknowledge Vietnam’s 
I cooperation in the ongoing 
I search for information about

American servicemen still 
il missing from- the Vietnam 
I War.

Defense Department offi-

VTETNAM, From Al
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Aid Package to GeorgiaSUBJECT:
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X

cc: Vice President
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9

Distribution during July and August of about 3,600 tons of 
infant formula, dry milk and other products, which will meet 
the needs of about one-third of Georgia's pregnant mothers 
and children under five.

Delivery during June - August of about 255,000 tons of 
wheat, which is equal to 25 percent of Georgia's annual 
wheat consumption.

near-term U.S. aid strategy to Georgia includes:

In addition. State, AID and USDA are investigating additional 
sources of food aid to be delivered in late summer and early 
autumn. Georgia's other chronic need is fuel. Since we do not 
have the resources to assist with fuel shortages, we have asked 
the Russian government to help Georgia. We expect a Russian 
response soon. ;

State, AID and USDA have been working diligently to come up with 
a program to help alleviate Georgia's current food shortages. 
According to our Embassy in Tbilisi, the shortages, although 
problematic, will not lead to rampant social unrest in the near 
future. The aid deliveries outlined below should help ease the 
shortages.
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MEMORANDUM FOR MACK MCLARTY

FROM: MARCIA HALE

SUBJECT: ROMER FUNDRAISER
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CC:

h
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The First Lady
Rahm Emanuel
Mark Gearan 
David Gergen 
Alexis Herman 
Nancy Hernreich 
Anthony Lake 
Bruce Lindsey 
Mack McLarty
Regina Montoya 
Roy Neel
Bernie Nussbaum
Howard Paster 

x/John Podesta
Jack Quinn
Carol Rasco 
Bob Rubin 
Eli Segal
George Stephanopoulos
Ann Stock
Christine Varney
David Watkins
Maggie Williams

j 1

The President committed several months ago to do a 
fundraiser at some time for Governor Romer. The President will 
be in Denver on August 12th to meet with the Pope between 2:30 pm 
and 5:30 pm. Please let me know your thoughts as to whether 
there would be a problem if the President participated in a 
fundraiser for Governor Romer on the evening of August 12.
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June 23, 1993

MR. PRESIDENT:

John Podesta

George favors delaying lifting 
the embargo until September.
I’ve sent a copy to David 
Gergen.

THE WHITE HOUSE 

WASHINGTON
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WASHINGTON
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PRESIDENT

ANTHONY LAKE^Z- 

Vietnam Policy Options
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to the President.

DAVID GERGEN
GEORGE STEPHANOPOULOS
MARK GEARAN

THE WHITE HOUSE

WASHINGTON

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary



>

nmirinnm a i
CONFIDENTIAL- 4336

THE WHITE HOUSE

WASHINGTON

33JJN2Z p5:20June 22, 1993

INFORMATION

MEMORANDUM FOR THE PRESIDENT

FROM: ANTHONY LA

SUBJECT: Washington Post Article on Problems in U.S. Aid to 
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CarviHe & Beg ala
CONnBENTTAT - NUMBER 1 OF 10

TO:

DETERMINED TO BE AN ADMINISTRATIVE

Our message strategy on the economic plan should accomplish the following goals:

3.

♦ RESPONSIBILITY

♦ FAIRNESS

♦ REASSURANCE

♦ OPTIMISM

”After twelve long years, we ’re finally putting America’s economic 
house in order, paying down the deficit...

329 Maryland Avenue NE
Washington, D.C. 20002

We are fortunate in that our opponents contrast perfectly with us in each of these 
respects. That is, they A) either have no plan and so are not taking responsibility for the 
economic crisis we face; or B) have a plan that lightens the load on the rich by increasing the 
burden on older Americans.

"But I draw the line on any further cuts in retirement benefits our 
older Americans have earned through a lifetime of work. Our 
budget does make cuts in entitlements. But I will not allow the 
Republicans to balance the budget on the backs of the old, the sick 
and our veterans, so they can protect the very rich from paying 
their fair share.

THE PRESIDENT (1)
THE VICE PRESIDENT (2)
HILLARY RODHAM CLINTON (3) 
MACK McLARTY (4)
YOUR POLITICAL ADVISORS
MESSAGE ON THE ECONOMIC PLAN 
JUNE 16, 1993

"...making the rich pay their fair share so the middle class can get 
a fair shake. In fact, for every ten dollars we put in our $500 
billion deficit reduction trust fund, $5 comes from spending cuts, 
$3.75 comes from taxes on the wealthiest 6%, and only $1.25 
comes from the middle class...

Communicate a sense of responsibility;
Let people know the rich are paying the bulk of the new taxes (and that there 
really are spending cuts);
Reassure people we won’t hurt older Americans.

1.
2.

MEMORANDUM 33 93*^

"This plan will work. It is an important first step on the long 
journey toward reversing the failed policies of the past and jump­
starting the economy so middle-class families will have better jobs 
and higher incomes." r-6 PHONE: (202) 543-1196

FAX: (202) 546-1490

FROM:
RE: 
DATE:

Every time you or one of your aides talks about the economic plan, you should 
emphasize:



It is vital that we drive home these simple, central distinctions in what we do as much 
as in what we say. We should seek out fights that illustrate our three priorities. The next time 
Dole snipes, let’s challenge him to put up or shut up, thereby reminding America that we didn’t 
create this mess (Dole & Co. did), but that, unlike him, we have a plan to get us out of it. If 
(or when) the Finance Committee bogs down, we should be prepared the nail the Boren-Danforth 
proposal for what it is: an attempt to save the rich and the special interests from paying their 
fair share of taxes by cutting into the muscle of Social Security, Medicare and veterans’ benefits. 
By both word and deed we can use the coming days to help redefine the economic plan as 
responsible and fair, and you as a conviction politician.

Finally, we must never forget The Story: We are doing all this because for two decades 
middle-class Americans have been working harder for less money. This Administration has 
dedicated itself to increasing the standard of living of the hard-working, hard-pressed, forgotten 
middle class. We are on a long journey toward restoring the middle class by reversing the failed 
policies of the past and jump-starting this economy. This plan will do that: if we have the 
courage to change, this plan will give us more jobs and higher incomes for the working families 
who are the backbone of this country.

CC:
George Stephanopoulos (5)
David Gergen (6)
Mark Gearan (7)
Rahm Emanuel (8) 
Stan Greenberg (9) 
Mandy Grunwald (10)


