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By PAUL RICHTER and RONALDJ. OSTROW

TIMES STAIF WRITERS

Future performance evaluations 
will include the opinions of subor­
dinates. not just supervisors. Man­
agers with strong people skills will 
move on in their careers. Runyon 
said; those with poor people ski s 
will not be promoted until the skills 
are improved through training.
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'ASHINGTON-U.S. Postal 
, . Service executives, con­

cerned about a decade of post 
office-related violence by unstable 
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bers of Congress on Wednesday
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Do you think that some of the OMB staff liked the old paperwork 
system better? I am kind of surprised that you wouldn't raise this 
with me directly, but hey, I guess we just view system design and 
implementation a little differently.
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Memorandum For: Mack McLarty

Leon E. PanetFrom:

Subject:

John Podestacc:

Attachment

review of material (i.e., paperwork) in the White House, 
page background paper is attached for your information.

White House Practices re the
Coordinated Review of Paperwork

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503

This subject has been raised frequently in discussions with 
my staff on how we can improve the support that OMB provides the 
President and his senior advisors. The attached provides a 
summary of how this type of support was provided in previous 
years. I hope you will find it useful.

The purpose of this memorandum is to provide you with some 
background on staffing practices related to the coordinated 
review of material (i.e., paperwork) in the White House. A two-
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Overview of Policv-Makinq Practices

Paperwork Flow/Process

o Presidential speeches;

WH policy-making activities, as summarized below, usually 
result in a considerable volume of paperwork that requires 
coordination within the WH.

PAST WHITE HOUSE (WH) STAFFING PRACTICES RE THE 
COORDINATED REVIEW OF PAPERWORK

o Press releases that addressed policy and budgetary 
matters;

o Fact sheets proposed for release outside the White 
House;

The Office of the Staff Secretary to the President routinely 
circulated material for comment to major WH offices and OMB. 
This "WH staffing process" provided for circulation of the 
following material to ensure that it was factually correct and 
reflected the President's policies:

o The few senior advisors principally concerned with an 
issue would meet with the President to review major issues 
and receive Presidential guidance or decisions.

o Key senior political staff, in various WH offices and 
OMB, developed close working relationships with each 
other and, in doing so, provided informal coordination 
at their level. This complemented the coordination 
provided by the daily WH senior staff meeting and other 
more formal coordination done through working groups.

Compared to recent years, more WH senior advisors are 
involved in the policy-making process and the President is 
involved in making direct decisions on a wider range of issues. 
The following practices, however, have generally been the same 
from Administration to Administration:

The purpose of this paper is to summarize past WH staffing 
practices with.regard to the coordinated review of material 
(i.e., paperwork) in the WH. (This paper has been prepared in 
response to questions asked by staff about such practices in 
other Administrations.)

o From the preceding, the resulting paperwork flowed to WH 
and EXOP staff for review and comment. A summary 
description of this paperwork flow/process and a 
comparison of current and past practices follows.
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o Non-personal communications to Congress;

o State of the Union Address and related materials.

Comments About WH Staffing Processes

The Chief of Staff and the Staff Secretary, subject to the 
President's preferences, are the two individuals who have 
determined the type of WH staffing process that is followed.

o Policy decision and informational memoranda to the 
President;

Currently, very little, if any, of the above material is 
circulated to OMB (or to other offices) for review and comment. 
When material is circulated, it usually has extremely short or 
impracticable deadlines, or the material has already been 
overtaken by events. For example, by the time the material has 
been received by OMB for review, it has already been released or 
forwarded to the President; however, not knowing that this has 
already occurred, time is spent reviewing the material.

In the case of OMB, after material was received from the 
Staff Secretary, it would be circulated to appropriate OMB 
officials for review and comment. Subsequently, OMB would 
provide the Staff Secretary with coordinated/consolidated 
comments on the material that was circulated. If the comments 
were not accepted, the OMB Director, as were others, was given 
the opportunity to address further any differences of opinion.

Instead, it should be used to ensure that Presidential 
material has been reviewed by concerned senior advisors, that the 
material is factually correct, and that the Administration is 
proceeding in a coordinated manner. This helps to avoid 
conflicting signals and the appearance of the Administration 
taking disjointed actions.

o Material to be transmitted formally to Congress by the 
President — e.g., legislative proposals and reports 
to Congress; and

Practices of the past are sometimes viewed as having been 
intended to control access to the President. Although the WH 
staffing process can be administered in such a manner, control 
should not be its purpose.

The President's Staff Secretary would subsequently receive 
comments from WH staff, thereby ensuring that all materials were 
correct with respect to the facts and Presidential policy. When 
differences over policy occurred, the Staff Secretary would 
ensure that the President was aware of these differences when 
making a decision.
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TAX BURDENS

LJ ow the average federal tax bill paid by various income groups 
n would change under deficit-reduction plans considered by the
Senate, passed by the House and proposed by President Clinton.
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mittee has not yet approved.
That is true.
But the budget “reconciliation” 

bill, moving Clinton’s program 
through the Senate includes a strict 
mandate to the committee to obey 
fixed caps on spending that, if 
obeyed, would net the $70 billion 
savings.

"We've locked in a hard freeze.

The senator has attacked the President’s deficit 
numbers as phony. Outside observers disagree.
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which means there will be no infla­
tion adjustment in spending Ion 
those programs! for five years." said 
Gene Sperling, deputy director of 
Clinton's National Economic Coun­
cil.

“There is no way Ithose spending 
caps] can be avoided short of declar­
ing an emergency,” Collender said.

That same mechanism was used, 
and obeyed, under the famous 1990 
deficit-reduction deal that President 
George Bush reluctantly signed. It 
set caps on spending that Appropria­
tions Committees have obeyed ever
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' By Robert A. Rankin
INQUIRER WASHINGTON BUREAU

WASHINGTON — President Clin- 
ton and Senate Republican Leader 
Bob Dole, who don’t agree on much, 
are arguing this week over just how 
deeply Clinton’s economic program 
would cut future budget deficits. 

Their argument goes to the heart 
of whether Clinton's economic pro­
gram is trustworthy as a meaningful 
assault on federal deficits, or little 
more than a massive tax increase 
disguised by political rhetoric. 

Clinton says his plan, which the 
Senate hopes to vote on later this
week, would cut deficits by $500 bil­
lion over five years. Half would come 
from raising taxes and half from 
spending cuts, he says. *

Dole says Clinton's numbers are 
largely phony.

The Kansas Republican says the 
Senate version of Clinton's plan 
would trim deficits by only about 
$350 billion over the next five years. 
Moreover, he insists it would raise 
more than $3 in taxes for every $1 it 
cuts in federal spending.

Clinton responded sharply to the 
criticism yesterday in a speech tele­
cast to the U.S. Conference of Mayors 
convention in New York.

1 ask my critics in Congress: 
‘Where are your tough choices? 
What are you going to do? If you 
want to reduce the tax burden on the 
wealthy, where will you make up the 
money? What will you do to reduce 
this deficit? Are you willing to make 
the same kinds of decisions that I 
have?'" <

Both sides make legitimate points, 
but on balance. Clinton’s argument 
appears stronger, judging by stand­
ards accepted by both sides up to 
now and scored by independent ana- 
Iv^tff — "

Z Clinton's budget presentation is 
"more honest than any other budget 
I've seen in a decade," said Stan Col­
lender. director of federal budget 
analysis for Price Waterhouse, the 
big accounting firm, and author of a 1 
book on the federal budget process. / 

Dole's attack is “very misleading,” I 
said Collender. who believes Clin-1 

/ ton's program will achieve $500 bilJ 
^JjonJnJtye^yejLr deficit reductioryBy 

striking a rougnTTTalanc^TJeTTPeen 
tax increases and spending cuts. 

An analysis by the Congressional 
Budget Office indicated that individ­
uals with incomes of $200.000 or 
more would pay 78.5 percent of the 
$z49 Pillion in tax increasps in thp 
Senate plan. They would pay $25,195 
more a year, on average. Those with 
incomes under $30,000 would get tax 
cuts.

The typical family with income be­
tween $30,000 and $40,000 would pay 
$61 more a year because of the bill's 
4.3-cent-a-gallon tax on motor fuels, 
the CBO estimated. The $40,000-to- 
$50,000 family would pay about $122 
more; the $50,000-to-$75,000 family, 
about $338

Dole says Clinton's projections are 
deficient in several ways.

He says Clinton counts $70 billion 
in savings from domestic spending 
that the Senate Appropriations Com-
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Jim Hoagland

Colin Powell:

For the military the debate on gay rights is over, 
Gen. Colin Powell says with the crisp finality of a 
commander accustomed to having his predictions 
hardened into fact on the double. “It will drop off the 
screen quickly." An "or else” hangs in the air.

Powell does not put a comma wrong when he 
intends to communicate what he wants to the 
sergeants, warrant officers and unit commanders 
who make up the central nervous system of the 
military. Four words he spoke in a recent conver­
sation strip away the protective cover that has 
existed until now for inquisitions and harassment of 
gays in the military, even those who play by the

iHg Washivgton Post

This Debate
-r /

should be respected by *

Powell resolutely resists the outside gab 
control of the setf-tmage of the mtltUry. We 
unique,” Powell counters. “We arc not lie

• far
Je are 

. . _ ........ .thefire
department or the police department.’ Command­
ers who qre required to send UMta into harm’s way 
and fight wars must have a g?eat deal of latitude in 
formmg those units.

But the general goes on to say it w that latitude 
that will mate “don’t tell, don’t ask” wall. He has 

  ; of the 
codicil >w«> -....... - - — —

Congress, reaffirmed bv his 
successor and ohnerved both by unit commanders 
and gays in the military. It js the simple admonition 
to “liye and let live.’

Powell’s words of support for President Clin­
ton’s policy are a concession to a young president 
who pushed the general to come up with a better 
deal for gays in the military. It is a concession that 
should not be underestimated, either in impact or 
cost. It touches a vital point for Powell: the 
military’s ability to control its own self-image. That 
is what he has fought hard to protect

Speaking at a breakfast meeting with reporters 
the day after President Clinton announced his “don’t 
ask, don’t tell, don’t pursue" policy, the chairman of 
the Joint Chiefs of Staff sounded like a man eager to 
get back to the less politically exposed ground of 
nuclear strategy, force structure and NATO readi­
ness. You could hardly blame him.

But Powell and Defense Secretary Les Aspin 
loyally disputed a questioner’s premise that follow­
ing up on and modifying Clinton’s campaign pledge 
had been a temble distraction from more impor­
tant tasks.

The debate, Powell said, had made him, the 
Joint Chiefs and the military at large think through 
their attitudes not only about gays but also about 
the military and society. That had been a valuable 
exercise in itself, he suggested.

“I come out with a more tolerant view and 
perhaps more open to what is happening in our 
society,” he said. Powell summed up the balanced 
compromise he, Aspin and Clinton have struck in 
four words: “Live and let live.” Powell believes his 
successor (he retires Oct 1) and unit commanders 
can enforce that balance of civility between the 
military establishment and gays accepting the 
restriction of openly asserting their homosexuality.

Unless, I must add, Congress mucks it up.

Congress should let the compromise stand ratrE 
er than subject it to a cross-fire between liberals 
who fault it for not going far enough and conserva­
tives who threaten to enact the previous ban on 
homosexuals into law. The Clinton-Aspin-Powell 
plan is not perfect, but it strikes, as Aspin says; 
“the right balance, right now."

The plan is a working arrangement that com­
bines the reasonable needs of the military and the 
fairness that should be shown to gay military 
personnel who do not intrude their sexual prefer­
ences, orientation or behavior into the workplace.

Public opinion polls taken since the compromise 
was announced suggest it fairly reflects majonty 
opinion. Most Americans do not view homosexuality 
as being criminal or depraved. But neither do they 
accept it as a status deserving rewards and compen­
sation, or even special recognition from fellow 
citizens. Like heterosexual orientation or behavior, 
it should be a non-subject in the werlmlace, which in 
the armed forces is not simply the office.

Clinton and Aspin were not able to get Powell to 
bless a policy that went that far, one closer to the 
president's desire for a “don’t ask, don’t shout" 
approach. “Don’t ask, don’t shout” would have let 
military gays “quietly acknowledge their homosex­
uality without flaunting it,” Aspin said.

At the heart of Clinton’s 1992 pledge to elimi­
nate the ban on homosexuality in the military is the 
implicit notion that the professional military is 
increasingly a career like any other. It should be 
subject to the standards and demands of civilian 
society.

The end of the Cold War and the military’s shift 
to an all-volunteer force continue the shrinkage of 
the central place that the armed forces once 
occupied in American life. This involves a loss for 
American society: Communication has become 
more of a one-way street than at any time since 
the beginning erf World War IL The military no 
longer automatically transmits its values into avit 
ian institutions through the constant rotation of 
dtizens and soldiers. But qvil society increasingly 
attempts to remake the military to reflect it*
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What he did instead was “give President Clinton 

high marks for recognizing the magnitude of the 
deficit and its impact on our country’s future.” He 

praised the president for being “willing to put his

r T HEN SEN. Sam Nunn voted against the
J president’s budget on the Senate floor in

T June, he made a speech giving the rea­
sons why. It seemed to us at the time that the 

speech added up to an argument in favor of the 
president’s plan. We still think so. Sen. Nunn should 

switch to aye today for the same reason all conserva­
tive Democrats should support the proposal.

The point is not to avert defeat; the president 
seems to have the votes. Rather, it seems to us that 
this budget would begin to move in precisely the 
disciplined direction that the conservative Demo­
crats claim to want. To judge by the Senate’s own 
behavior, the plan would move about as far in that 
direction as the political system (to say nothing of 
the weak economy) can currently tolerate. No, it 
doesn’t do all it should. It does enough that some of 

those (not Mr. Nunn) who are denouncing it as too 
weak have been simultaneously trying themselves to 

weaken it in various respects.
The Republicans all bemoan its weakness; they'll 

vote no. These are the same defenders of fiscal 
principle on whose watch the national debt was 
allowed to quadruple to more than $3 trillion in the 
past 12 years; then they call this president soft for 

undoing in a budget only a part of the grievous 
damage their policies have done. Six Democrats may 
vote no too. Some have political reasons for doing so. 
Mr. Nunn has no such problems, nor did he mention 
politics in his speech.

dure. The 
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too much. Irt the RAtfie of investment he had also 

proposed only “incremental changes” in the tax code 

instead of a “fundamental restructuring” to stimulate 

saving at consumption’s expense.

Last things first. Mr. Clinton’s proposal for even a 

modest tax calculated in part to reduce consumption 
of energy was denatured in Mr. Nunn’s own Senate 

largely by Democrats, some of whom are now 
criticizing the bobtailed plan for not doing enough to 

reduce the deficit Which way will it be? A 10-year 

plan to balance the budget would have been as 

suspect as all 10-year plans to do anything, and as all 
past plans of however many years to balance the 
budget. Mr. Nunn was right instead to praise the 
president’s realism. Mr. Clinton has said that the 

only way to achieve both further deficit reduction 

and a reduction in entitlement costs is through health 
raro rpforpi, health care being fliej 

buster. An entitlement cap would be a

SEEN
>, '• n d r?

Friday, Alcist 6,1993 The Washington Post

A Budget for Conservatives Tc
reputation and his administration on the line” to 
correct the inherited policy; for using “honest eco­
nomic assumptions;” for recognizing that deficit re­
duction requires a blend of “spending cuts, tax 

increases and economic growth”; and for “trying to 

deal with the social deficit at the same time.”

What was wrong? The president didn’t go far 

enough. Instead of a five-year plan to get the deficit 

down to $200 billion, he should luve proposed a. 
10-year plan to get it to few. He didn’t cut spending 
enough in relation to tax increases, failed tocaq on 

entitlements and would likely end up cutting defense
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Columbus

TulsarOkh.; and Youngstown, Ohio.
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No. 315-92
(702) 607-2821 (info)
(703) 697-3189 (copies)
(703) 697-5737 (public/industry)

For additional information on the selection process, contact the External Affairs office 

of the Defense Finance Accounting Service at (703) 607-2821.

19*4410 * 03

This initiative will enable the DoD to consolidate finance and accounting operations into 
a smaller number of centers with modem, standardized and highly efficient equipment This 
will improve the quality of the service and the volume of work the centers are able to handle 
and produce significant savings by eliminating the unneeded finance and accounting offices.

4 '*!»

OFFICE OF ASSISTANT SECRETARY OF DEFENSE 

(PURI IC AFFAIRS)
WASHINGTON. DC 2030 1 

PLEASE NOTE DATE

The communities are among 112 sites irom 33 states which submined 216 proposals 

under a procedure to determine the sites of consolidated finance and accounting centers. The 
competitive process used to invite participation and select finalists was based on criteria 
developed under the Defense Base Realignment and Closure Act of 1990.

Following announcement of the top contenders, representatives of the Defense Finance 
and Accounting Service will begin visiting the finalists to discuss their individual submissions 
and to inspect the proposed sites. Communities will be informed of visit dates as well as the 
requirements for the final proposals, due by January 4,1993.

DFAS will then propose a combination of centers to support its long-term commit­
ments. The names of selected communities, together with recommendations for closures of 
any existing centers, will be forwarded in mid-February 1993 to the Office of the Secretary of 
Defense. Fallowing review, the DFAS sites, as well as realignment and closure proposals in 
other areas of the Defense Department, will be presented to the Secretary of Defense. The 
Secretary will announce his overall recommendations to the Fiscal Year 93 Base Realignment 
and Closure Commission on March 15,1993.

3

IS FOR CONSOLIDATED nNMKJ AND ACOOUNTING 
CENTERS ANNOUNCED

The Department of Defense has chosen the top 20 contenders in the competition to 
select new locations for future consolidated finance and accounting centers of the Defense 
Finance and Accounting Service (DFAS).

____ 3____ __ -X?
In alphabetical order, the communities are: Bangor, Maine; Cleveland. Ohio; Oww 

Ohio; Denver, Colo.; Evans¥illcrbHl.. Huntsville, Ah.; Indianapolis, Ind.; Jackson, Miss.; 
LawtonrOkla.; Lubbeek.TexM; Maeon.Ga.; NewQrleans,t^7Oklahoma Citv. Okla.i



Dear President Clinton,

Thanks for empowering my

Wishing yojv goo< ealth,

Bob Matson

I have volunteered and stand to serve, 
message.

THE PRESIDENT HAS SEEN 

db

I am very pleased with your choices for your President's Council. 
Both Mr. McMillen and Ms. Joyner-Kersee will be excellent role 
models as well as promoters.

I feel we are in a very crucial time for the present and future 
of our country. r

Wyoming Alliance ’u
......... ............................................ ..........  

For me, personal wellness is the key to in­
creased personal involvement and productivity. I hope your co- 
chairs and your wellness council will actively pursue promotion 
and solution at the grass roots level. In my mind, your council 
under the direction of Mr. McMillen and Ms. Joyner-Kersee should 
be at the forefront in the country's quest toward improving the 
wellness of its people. Empowerment at the grass roots is where 
it's at.
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Norma H. Johnson 
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Richard C. Erwtn
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Udule H McCmA
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Ohio 
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PRESIDENT JAMES E. CAR) liR— 
Vnlltd States Circuit Court of Appeals 

3rd Circuit
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Ulis Circuit

I
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PRESIDENT FRANKUN D. ROOSEVELT—
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PRESIDENT HARRY S. TRUMAN— 
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This leaflet, which is pop­
ping up in doctors’ offices, is part of a

lhme^UP

I

most cost-effective care.
White House strategists have indicated 

they favor managed care, including the 
creation of alliances that would buy health 
care for 100,000 or more members at 
a time. In recent weeks. President Clinton 
and the first lady, Hillary Rodham Clinton.

Please Turn to Page Bk, Column 1
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A recent poll conducted for the Robert 

to pick the factors that are most impor-

MH you are »'call me. fcan spend the 
time in my office and get work done. mended by a relative or friend and 2) The 
Third, I have to fee’lldoctor’s office was conveniently located.

Doug Jordan, a lawyer with the fed­
eral government, used both those cri­
teria. Years ago, he asked a friend at

i plan’ to all 630,000 doctors in the U.S. 

I
I

. — Ration

By George Ankers

When patients in Lubbock. Texas, visit 
gynecologist Ted Forsythe, one of the 
things thev find in the waiting room is a

1 leaflet entitled: Ts the Clinton proposal r 
j for health reform good for you and your 

family?”
The leaflet is popping up in other 

doctors’ offices across the U.S. The tract’s 
tone is low-key. asking patients to think 
about 10 questions. The queries - from the 
American Medical Association - deal with 
the concerns many doctors feel about 
health-care reform.

The AMA leaflet is the start of what is 
likely to be a major campaign by doctors 
and ’insurers to protect their interests in 
the health-care reform debate. In Septem­
ber. the AMA says, it will mail its ‘detailed 
analysis” of President Clinton’s health

i Similar mass mailings to health-insurance 
’ policyholders are contemplated by in­

surers and their trade groups.
In this lobbying battle, the AMA and 

insurance companies plan to stress peo­
ple's freedom to choose their doctors 

i and insurers. That strategy will let the 
| health-industry groups take issue with new 
j government programs that might curtail 
! people's choices - and reduce medical 
i earnings.

Potent Issue
■ Freedom of choice" could be a potent 

! issue, says Robert Blendon. chairman of 
, the department of health policy at the 

Harvard School of Public Health. A nation- 
I wide survey that he helped conduct for the 
| Robert Wood Johnson Foundation this 
: spring found that 50G of the public opposes 
■ limiting individuals' choices of doctors and 
j hospitals, even if doing so would save 

i money.
"For a lot of people, choice doesn’t 

matter," Prof. Blendon says. "But for 
others, it’s a big enough issue that they 
won’t support the [Clinton] plan" if they 
feel their flexibility is being restricted. He 
says such worries are especially common 
among people over 65, people on the East 
Coast and people in blue-collar jobs — all 
groups President Clinton is counting on for 
support.

In its campaign, the AMA is laying 
claim to doctors’ waiting rooms. When the 
AMA sends doctors its 10-question memo, 
it includes the following instructions: 
"Help your patients ask the right questions 
about health reform. Cut out the checklist 
below and make photocopies for your re­
ception area.”
Continuity of Care

That is what Santa Ana, Calif., plastic 
surgeon Robert Miner is doing. Visitors to 
his offices get to read such questions as: 
"Will I still be able to see my own doctor? 
Will I have to pay extra? And will my 
doctor and I be free to decide how to treat 
my illness?"

"It’s important to the continuity of 
care," Dr. Miner says of choosing one’s 
doctor. "A doctor is dealing with some­
thing very private. To have a health 
plan where you can’t go back and see

10."^”“”
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THE PRESlOEN’i HAS ottw

Doctors Lobby Patients in a Campaign 
To Shape Clinton Health-Care Package

emerging as one of the issues involved in work, "Have you got a doctor you like?"
— ■ • . z-11! _ A j— 'T’Vizx »•/-» ztzxm rvi n rr ri arl TX X TC1 f* 1 Q H "WdC 3 QO

Please Turn to Page Bi. Column £

someone you’ve seen for 20 years is very 
upsetting both to the doctor and the pa­
tient.”

Such pro-choice rhetoric may have its 
biggest impact in sowing public doubts 
about managed-care systems, in which
patients are guided toward doctors and 
hospitals that are found to provide the

Patients Want Their Doctors Nearby
By Hilary Stout * Golden, many people make their selec- 

Staff Reporter of The Wali. Street Journal tfon HOt OH any hard knowledge about 3 
WASHINGTON - Sue Golden is insis- physician’s expertise but on other cn- 

tent about the right to choose her doctor, teria: convenience, the recommenda- 
Here are her criteria: tions of friends, relatives or co-workers,

"Initially I do it on how close they even the gender of the physician,
are to the office," explains Ms. Golden, a A recent u conducted for the Robert 
lawyer. "Secondly, I have a 15-imnute Wood Johnson Foundation asked people 
rule which the staff must abide by: I tell . k the {actors that are most impor­
them if you are running 15 minutes in selecting their dOctors. The top
behind you are to call me. I can spend the twQ were. The doctor was recom- 

EW•««“£«!!»S? 

comfortable with the doctor. If I feel they
are talking down to me and paternalistic,
I go haywire.”

The right to choose one's doctor is

the health-care plan President Clinton is The recommended physician "was also
preparing to unveil this fall. Like Ms. Please Turn to Page Bi, Column 2
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HUD’S CHIEF SEEKS
WIDE NEW POWERS

Cisneros Asks Congress’s Aid 
in Dealing With Property 

Acquired by Default

The Government 
tries to exit from 
the apartment 
business.

posed by the^^15 aides 
apartment buildings. In .t---- - „
said the housing agency t 
buildings,

reQuire subsun.i.; new .p-

lion annually will be ne d d

only $93
vear, Congress appropri 
million for this purpose.

By STEPHEN ENGELBERG
Special to The New York Times

WASHINGTON, July 27 — Housing 
Secretary Henry G. Cisneros asked 
Congress today for broad new powers 
to deal with what he said was the 
housing department’s most serious 
problem: the rapidly growing inven­
tory of government-owned apartment

The projects, many of which are in 
poor condition, have come into the 
hands of the Department of Housing 
and Urban Development because of a 
spate of defaults by private developers 
on government-insured mortgages. 
Government auditors have estimated 
that as much as $11.9 billion worth of 
mortgages may not be repaid over he 
next few years, probably expanding the 
number of buildings in government

°WTo ease the sales of the projects the 
department now owns and manages, 
Mr. Cisneros is seeking to ease the 
restrictions on selling property to pri­
vate developers or nonprofit groups. 
He asked Congress today for the repeal 
of a 1987 statute that requires the hous- 
'ing department to attach expensive 
rental subsidies to most of the projects 
being sold.

Seeks Wider Discretion
That law was intended to preserve 

the supply of low-income housing in the 
United States, and Mr. Cisneros wants 
Congress to give him discretion to use 
a host of other, less expensive means to 
protect existing tenants.

Aides to Mr. Cisneros insisted that 
none of the tenants currently living in 
buildings owned by the housing depart­
ment would face rent increases when 
their buildings are sold off. But tenants 
advocates said that issue is a crucial
one, and has not yet been fully clarified. 

Tlie housing department now owns
170 buildings, totaling 29,000 apart­
ments, and that number is expected to 
more than double by the end of the 
year. If the department were to follow 
the existing law, the General Account­
ing Office estimates it would need as 
much as $3 billion in rental subsidies to 
sell off the buildings already owned by 
the Government.

“This is the tip of a big iceberg 
directly in our path which will hurt the 
department and Administration badly 
if were not able to get a handle on it, 
Mr. Cisneros said.

Reinventing an Agency?
The legislative proposals unveiled to­

day part of Mr. Cisneros’s plan to 
"reinvent” HUD, also includes changes 
in the law on public housing so tenants 

■ who find a job would not be penalized 
with higher rents. In addition, the hous- 

iing department wants to expand a $2 
billion program to spur economic de- 

ivelopment. Officials said it would pro-

ers, however, Mr. Cisner lems

took over 72

Senior aides to Mr. Cisneros said
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High Standards for Black Children
Smart isn’t something you are, it’s something you can get.

B* MARGARET SCOTT

because “they" bring drugs into the country, 
kill each other because “they" import assault 1

weapons, get left behind because “they” will 
let only a hand-picked few make it.

The problem with such explanations, says 
Howard, is not that they are false (though 
he believes them to be at best only partially 
true) but that they put the power in the 
hands of people who, by definition, have no 
interest in solving the problem.

“The idea that only white people have the 
power to change the conditions that afflict 
our children is very potent,” he says, “be­
cause belief in it profoundly limits our op­
tions for action.”

Howard has a different idea, one he sees 
as critical to children’s academic success: 
“If you believe in yourself, if you think you 
can, then you will be able to work hard at 
what you’re trying to learn. And if you work 
hard, if you don’t give up, you will learn."

Preachy, useless and divorced from class­
room reality? No: It is the key to all success-

the president has seen

that each candidate for high school gradua­
tion “demonstrate a capacity to live by 
strict, high ethical standards."

You can’t understand what Howard has in
mind unless you have some idea of his core 
belief: that intellectual development is not
dependent on special innate gifts but is the 
result of self-confidence and organized hard
work. “Smart,” as he puts it, “is not some­
thing that you just are, but something you 
can get”

This is not empty theory for Howard. It is 
something he teaches every day at his 
Efficacy Institute in Lexington, Mass. The
institute is infecting teachers and other
school leaders—in Boston, Baltimore and
the Washington suburbs—with his belief
that all children can get smart.

But first, he says, some old, crippling
notions must be put aside. One of these is 
the “innate ability paradigm," the idea that
children are born with limits on their intel­
lectual development, that these limits are
discoverable through testing and that, once
they are known, classroom instruction
should take these limits into account. The
other is “they" as the universal explainer of 
our difficulties.

Our children don’t work because “they"
discriminate. Our children don’t learn be- JmpChanging that belief—changing our ideas 

cause the schools “they” design set them up
for failure. Our children traffic in drugs

about what is possible—could transform 
Jeff Howard’s ambitious goals into black 
America’s goals and usher in the “third 
movement." —

ful teaching and learning^^^^^^^^^^^ 
^lowardifflT^^fruS^fflrSrSonT 
succeed academically because they don’t 
believe they can. Their teachers (and par­
ents and child advocates) don’t tell them 
otherwise because we don’t believe it 
either. We still believe that smart is some­
thing you are, not something you can get a

African Americans surveying 
the gloomy statistics and dis­
mal trends that mark their sta­
tus might reasonably ask: Did 
the civil rights movement fail? 
Was it doomed from the outset, 
or was it merely abandoned too 
soon?

Jeff Howard, in a paper he 
prepared for the National Ur­
ban League, offers a different 
answer. There have, in this 
century, been two move- 
ments—and both succeeded 
brilliantly. The first, conceived 
by Charles H. Houston and 
brought to conclusion by Thur- 
good Marshall, was the legal 
struggle to end segregation. Its 
principal trophy: the Supreme
Court’s 1954 Brown decision. The second 
movement, spanning the ’50s and ’60s, used 
boycotts, marches and nonviolent confron­
tation to complete that job, finally rendering 
“the remaining traditional practices of seg­
regation too expensive to maintain.”

It’s time, says Howard, for a third move­
ment.

The idea of a successor campaign to the 
1960s movement is not unique to Howard, 
of course. A number of people have tried to 
reinstitute the earlier movement, modifying 
it for today’s changed circumstances but 
keeping its basic techniques. Others have 
called for new directions to deal with new 
realities—an emphasis on black economic 
development, for example. I have called for 
a 1990s crusade, equivalent to the '60s 
campaign, to rescue our children from pov­
erty, crime and despair.

Howard's grander idea is for no less than 
a movement “to develop black children for 
the 21st century.”

What does this mean? For Howard, it 
means nothing less than the insistence that 
all our high school students master calculus 
or its equivalent at the advanced placement 
level, achieve fluency in a foreign language 
and write a “literate, well-structured, well- 
researched" paper of at least 25 pages “on 
any topic deemed important by teachers and 
interesting to the student.” To this, at the 
urging of Urban League President John 
Jacob, he has added a fourth requirement:
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Washington Created a Monster 

By Arming Zealots, Many Say

By Thomas W. Lippman
Washington Post Soft Water ' |

The roundup of Sheik Omar Abdel Rahman and other 
Islamic militants in the New York area is writing a sour 
last chapter to one of the great U.S. foreign policy suc­
cess stories of the 1980s: U.S. support for the Islamic 
insurgency that drove Soviet troops out of Afghanistan.

Manx current and former government officials, in­
dependent analysts and Arab diplomats are now saying 
Washington "created a monster" by encouraging a re­
bellion based on religious zealotry without stopping to 
analyze what would happen if the zealots triumphed.

Several of those detained in New York for their al­
leged involvement in the World Trade Center bombing 
or plans to attack other high-profile targets participated 
in the Afghan rebellion as recruiters; trainers or fight­
ers, according to U.S. investigators and Arab diplomats. 
Abdel Rahman, now in federal custody in New York 
state pending deportation proceedings, was reportedly 
a prolific recruiter, preaching sermons urging young 
men to join their Muslim brothers in the war, according 
to reports from Cairo. An Afghan link extends as well to 
a number of accused terrorists in Egypt, Algeria and 
other Arab countries.

Through Pakistani channels, the CIA provided weap­
ons, money and training for the Afghan insurgents be­
cause they were fighting Washington’s Cold War rival, 
the Soviet Union, whose troops invaded Afghanistan in 
1979. Young men from several Arab countries not di­
rectly involved in the conflict, including Egypt, Jordan 
and Algeria, went to .Afghanistan to join what they 
viewed as a “holy war" against communist invaders. 

AFGHANISTAN, From Al

_ These young men learned about 
military tactics, weapons and explo­
sives. Retaining their zeal and their

3hnn said.
£ According to accounts at the time 

‘ the recollections of several of-
i, Pakistan insisted on giving 

____ of the aid to a particularly ex- 
Xdme, anti-Western faction in Af- 
JJianistan, at the expense of more 
moderate elements. The United 
States tolerated this arrangement 
because that group “killed the most 
.Russians,” one former official said. 
" According to Bernard Rubin, a 
scholar of Afghan affairs at Columbia 
University, “anyone here who sug- 

Aid to Afghan Rebels

» “We spent a lot of time looking 
She other way in Afghanistan,”

ri ■ . 

.;-n

tyar headed the most extreme and 
most anti-Western of the Afghan 
groups, the one favored by the Pakis­
tani intelligence service that con­
trolled the distribution of money and 
weapons. Hekmatyar is now prime 
minister of Afghanistan—and still 
fighting the Russians in a border con­
flict in Tajikistan.

Several former officials said the 
United States would have preferred 
to use other Afghan groups, less 
anti-Western and motivated more 
by nationalism than religion, as its 
anti-Soviet proxies, but was obliged 
to defer to Pakistan because Pak­
istan was the supply channel. Pak­
istan’s powerful intelligence service 
favored Hekmatyar, who reportedly 
had been its agent in Afghanistan 
for many years.

Algeria and Egypt, under siege 
from religious militants including vet­
erans of the Afghan war, have tried 
to deflect U.S. criticism of their 
crackdowns on the extremists by 
blaming the United States for creat­
ing the problem in the first place. 
According to the Egyptians, the 
Pakistani city of Peshawar, which 
was the support center for the Af­
ghan resistance in the 1980s, re­
mains a base for Arab extremists left 
over from the Afghan war and now 
looking for new targets—such as the 
pro-Western government in Cairo. 

“You should have supported it as 
a nationalist struggle against an 
invader, not as a jihad [Islamic re­
ligious campaign] against an infi­
del,” an Egyptian official said. .“The 
way it turned out, the extremists 
beat one secular country, now 
they’re turning against others.”

Rubin said such criticism is “mis­
directed. It’s part of a diversionary 
tactic on the part of unsuccessful 
Arab regimes to find external scape­
goats."

According to Oakley, the United 
States should not be blamed for the 
activities of the Arab freelancers who 
signed on with the Afghan cause.

“That was not our network,” he 
said. “The United States was not fi­
nancing or recruiting the people from 
the other Muslim countries. That 
was a whole parallel operation that 
started long before we got there."

I
I

'C'

skills long after the last Soviet 
troops pulled out of Afghanistan, 
they have become a recurring 
threat to other nations, including 
the United States, according to of­
ficials and diplomats.

The United States did not create 
the Afghan insurgency. Inspired 

'and aided by revolutionary Iran, 
Afghan militants were conducting a 

■guerrilla war against the pro-Mos- 
cow government in Kabul even be- 

Jlbre the Soviet invasion. But after 
Soviet troops moved into Afghan-

gjding was considered terminally na­
ive. The objective was to kill Rus­
sians.”

He said U.S. policy did contribute 
16 the creation of a monster, but “the 
inonster’s name is Hekmatyar, not 
Abdel Rahman.” Gulbuddin Hekma­

"braced the Afghan militants as its 
Cold War proxies.

“The flame that was burning, 
once the Soviets left, continued to 
bum," said Robert B. Oakley, who 
monitored the war as U.S. ambas­
sador to Pakistan. He said the Af­
ghan war had the same inspirational 
effect on young Muslim men in sev­
eral countries as the Republican 
cause in the Spanish Civil War had 
for idealistic young leftists in the 

'1930s.
They watched the mullahs of Iran 

overthrow the pro-Westem shah, 
then saw Iranian-supported rebels 
take on the Soviets in Afghanistan. 
They accepted arms and money 
from the United States, although 

• today Iran, not the United States, is 
their cultural ideal.

“There was no recognition until 
very recently,” Oakley said, “that 

•these people might come back to 
■dhe United States or raise hell in 
. other Muslim countries."

:: According to Charles Hill, who 
■'was executive assistant to then- 
Secretary of State George P. Shultz 

j through much of the administration 
jrf President Ronald Reagan, “there 
..was no naivete about who these 
•guys were, they weren’t sweet­
hearts.” But it “never crossed any­
body’s mind” that their campaign 
against infidels would continue 
against new targets, including the 
United States, after the Soviet 
withdrawal.

“We had tremendous battles in­
side our government over who was 
getting our resources and whether 
we were creating a monster, but 
only after the Soviet pullout,” said a 
senior U.S. official who asked not to 
he named because he is still in­
volved in regional policy issues. 
-'Before the Soviet pullout, it was 
epen season, just kill as many Rus­
sians as possible.”

In his recently published mem- 
pirsv Shultz refers to the Afghan 
rebels as “freedom fighters” and 
reports only one policy disagree­
ment about aiding them: The De­
fense Department opposed giving 
them Stinger antiaircraft missiles 
out of fear that they would be lost 
to Soviet troops or sold to terrorists 
elsewhere. Ultimately the United 
States did provide the shoulder-held 
missiles, which were instrumental 
-in neutralizing Soviet air power. 

Shultz named Morton Abramowitz, 
then director of the State Depart­
ment’s Bureau of Intelligence and 
Research and now president of the 

■ Carnegie Endowment for Interna­
tional Peace, as a leading advocate of 

, deploying the Stingers.
“Everyone knew there was great 1 

concern about some of these peo­
ple” who received them, Abra­
mowitz said, “but that was not 
clearly relevant. The main focus 
was to do our best to get the Sovi­
ets out.”

The Defense Department’s fear 
that the Stingers would fall into the 
wrong hands appears to have been 
well founded. Reports last week in 
the Los Angeles Times and New 
York Times said the CIA is seeking 
$55 million to purchase missiles that 
are showing up in the international 
black market. A CIA spokesman re­
fused to confirm or deny the reports. 

Jack Blum, a former investigator 
for the Senate Foreign Relations 
Committee, said that during the war, 

: “the call went out to the dispossessed 
of the Middle East, so they could go 
fight in a holy war, but there was no 
thought given to the ‘disposal prob­
lem,’ as they called it after the Bay of 
Pigs.” Blum was referring to the 
Cuban and American survivors of the 
failed 1961 invasion of Cuba, many of 
whom were later involved in criminal 

Activities in this country and else­
where.
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etween lies a tmra purpose ui ““ “
f pressure to improve the terms on which the 
i presence in Bosnia can be organized and the 
i people protected from this point onward.

E CONSIDERATION of American air 
rikes in Bosnia is suffering from a basic 
infusion about ends and means. Basically, 
>uld be three purposes of strikes. One would 

>ut a facade of American forcefulness on 

ic efforts that amount to }eaiun£L0^__e

_______  
rbs and' Croats appear to have m mind, 

in this context would be phony and ignoble 

ild serve no good purpose, 
ond purpose of strikes, or of another military 
,uch as helping to arm the Muslims, would be 

: to restore Bosnia as the

r^r^Croat efforts to carve it up. There is 

e in this option but not realism and responsi- 

Stnkes in this context would promise more 
e United States is in a position to dehver, ana 
well encourage Muslims to take risks whose 
uences Americans would not be prepared to 

etween lies a third purpose of strikes: as a
ICllULUli * r . •
popular and international support. No miracle is in 

prospect. A little saving decency may be.

This requires careful political planning so as to setect 

the objectives appropriate to the force that might 

now be deployed, and careful military planning as 
well. Strikes in this context would not be feel-good 

substitutes for effective aid. Nor would they be 

provocative hints inviting destructive misinterpreta­
tions by Muslims, Serbs and Croats respecUvely. If 

well conceived and executed, they could be instru­

ments of an intelligent diplomacy.
At the moment, American policy is flailing. The 

Clinton administration is caught up between pro­
tecting itself against over-extension—that means 
caution—and projecting power for a defined foreign 

policy purpose—that requires boldness and even 
more, hardheadedness. The administration has al­
lowed an otherwise reasonable respect for procedure 

and consultation to weaken its grasp on the core 
issue, which is to decide what to do in the savage and 

still-deteriorating circumstances of the war m Bos­

nia. The good options are long since gone. What is

still-deteriorating circumstances of the war m Bos­

nia The good options are long since gone. What is 
now required is to seize the best of what possibdities 

remain. The right choice, we are convinced, will find

I
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For roughly what it cost to launch 23 Toma­
hawk missiles against Iraqi intelligence head­
quarters in Baghdad, the international commu­
nity could buy most of the wheat now being 
harvested in the Kurdish areas of northern Iraq. 
Such a move would do far more to undermine 
Saddam Hussein’s plan to reabsorb the north • 
and to consobdate his position in Iraq than 
punitive but largely ineffectual military strikes.

Baghdad has the military capability to re­
capture the autonomous northern region, lib­
erated since the spring of 1991. But knowing 
that such a move might provoke a major 
international miliury response, Saddam has 
opted for waging a successful economic war 
against the north.

First, he has imposed his own economic 
embargo on the north (in addition to the 
international sanctions applied to all of Iraq). 
Only emergency, humanitarian aid can reach 
the north, but nothing that might rehabilitate 
its crippled economy. Fuel, raw materials and 
spare parts are almost unavailable.

Second, on May 5, the Iraqi government

thereby wiping out more than $20 million in 
northern savings. Baghdad has threatened to 
do the same with 5 and 10 dinar notes. This is 
the only legal tender in the north, and, until 
May 5, was still accepted as payment by 
merchants in Turkey and Iran, where the

John Waterbury

How to Foil SaddgijL
I

so that this funny money could flow back to the States and its allies can play this game and win. 
south in exchange for consumer goods. Already —---------------- -

ilDENT HAS
went south to Saddam’s captive population in
exchange for dinars. So important is this source
of food supply that it has contributed to Sad­
dam's ability to flout U.N. resolutions 706 and
712 that would allow it to sell, under U.N.
supervision, oil for food and medicine.

It is increasingly likely that at least 200,000
tons of this summer’s crop will find its way to 
Baghdad. The democratically elected but un­
recognized government in northern Iraq has
no cash with which to purchase the crop. The
international community, at a pledging session
in Geneva at the beginning of June, came up 
with $6.5 million toward a buy-back program
that would acquire some 50,000 tons that
would then be distributed to refugees in the
north during the winter months.

However, the population at risk in the north
is on the order of 2 million. The food to feed
them is now standing in the fields of northern
Iraq, but there is no money locally with which to
buy it A recently approved supplemental fund­
ing bill in the House could free some additional 
millions of dollars, but the question is how will have its rightful place.

  . A first step in this direction would be the
Upr^sure~fOT ash-starved northern purchase substantial portion of the wheat 

fanners to sell now is enormous. Merchants on harvest winch could then be sold back to the
behalf of the south are offering attractive pric- people of northern Iraq during the winter
es although payment would come either in 5 months. The cost would be about $25 milhon. 
and 10 Hinar notes or in so-called "photocopy" Saddam would be deprived of ? crucial supply

Baghdad, while Massoud Barzani, leao
other major party, told me that the u. 
facing the Kurds is to become refugees one
again or to surrender to Saddam.

The United States has two points of lever­
age on Baghdad: the sanctions and the autono 
mous northern zone. If Saddam wins the

, economic war, the autonomous zone will dis­
appear. Moreover, if northern leadership cuts

i a deal with Saddam, it will be very hard for the
: international community to maintain the sanc­

tions because of their harsh effects on all the
Iraqi people. Both points of leverage would
have been lost.

The object is to protect northern autonomy 
not as a prelude to independence for the
Kurds but rather as part of a strategy to
weaken Saddam Hussein’s regime. To work, 
the strategy must gradually shift international 
assistance to the north from emergency aid to 
economic rehabilitation. The United States 
and its allies must stress that the longer-term 
goal is a democratic Iraq in which the north

secona, » ^ay me “ q^those funds can be made available. A first step’in this direction would be the
withdrew all 25 dinar notes from circulation, quiouy cash-starved northern purchase of a substantial portion of the wheat

farmers to sell now is enormous. Merchants on harvest, winch could then be sold back to the 
behalf of the south are offering attractive pric- people of northern Iraq during the winter 
es although payment would come either in 5 months. The cost would be about $25 milhon. 

aim IV U21M1 v, UII--------- re ---------------- --------------------_—r-_ . .
------- that Saddam is using in the south and food, his economic squeeze would be undone.
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Fix, but Don’t Kill, the N.E.D.
1„ . surprising turnabout in June,House,ot eyto pnyategrou^to carryon

Representatives voted to kill funding for the Nation­
al Endowment for Democracy. By Washington 
standards, the money is trivial — $48 million — but 
the principle is scarcely petty. Unless the Senate 

the N.E.D., which was established during the Rea-

supported by President Clinton.
Opponents charge that the endowment is a 

cold-war fossil whose mission has been compro­
mised by its peculiar status as a private foundation 
using public funds. They point with alarm to dubious 
grants to right-wing trade unions or exile groups 
favored by one or another of four “core” intermedi-

DemocVaUc'panius. Se A.F.L-C.I.O. and the US." 

Chamber of Commerce. But one can acknowledge 
the point and still wonder if the right remedy is to 
scuttle the program rather than repair it.

Paul Kanjorski of Pennsylvania, who led the 
House rebellion, called the endowment “an insult to 
the Constitution” because it has provided tax mon- 

’ /) A ft

grass or the President. ' X
—Why not give the N.E.D. a fresh charter undebt  ̂

blue-ribbon, publicly appointed board directly em­
powered to approve grants, thus removing private 
groups from the scene? That’s a more promising 
approach than abandoning the field just when dem­

ocrats elsewhere desperately need support.

" >. But
there has long been a workable partnership m 
disaster relief, without anyone perceiving an insult. 
And the same House voted $127 million to subsidize 
the overseas marketing of prunes, whisky, candy

— .a.  —* 

k found less oHensive than helping democrats in

 endowment
needs a different structure. Mr. Clinton has defined 
promotion of democracy as one of the pillars of U.S. 
foreign policy. It is far better for both recipient and 
donor if American help is openly provided. Those 
aims could be achieved, and constitutional qualms 
met if the N.E.D.^jwas-reborn as-a fullY_Bublic 

----------- trough con-

----------- . he,s haCj a t0Ugh time maxing me puuu cjcaj m 
Z ^raV^arM ’̂ F^nd“a"s it’pramised Gerashchenko and company.
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J r_r , The combatants have spent the
other simflar’tax purposes, by last few days trying to agree on

billions of dollars worth of fruit and 
other crops that are dependent on 
bees for pollination.

Brown’s victory also was an 
achievement of sorts for President 
Clinton, who, during his campaign, 
cited the honey subsidies as the 
kind of federal program he would 
end if he was elected. The honey 
program was one of few that Clin­
ton targeted for elimination in his 
fiscal 1994 budget.

The honey subsidies were orig­
inally approved to assure the coun­
try a reliable supply of sugar sub­
stitute and beeswax for waterproof­
ing ammunition and other supplies.

After getting high prices during 
the war to assure adequate supplies 
for military uniforms, wool produc­
ers, facing a post-war slump, pre­
vailed on Congress to subsidize pro­
duction of domestic wool and con­
tinue duties on imported wool. With 
demand for mohair also decbning, 
Congress included Angora goats as 
well as sheep.

“Long after any possible strategic 
value to having a wool and mohair 
stockpile, the sheep and mohair 
producers are still collecting tax­
payer money,” Bryan said. “A 39- 
year raid on the Treasury is long 
enough.”

Payments to wool and mohair 
producers are currently limited to 
$250,000 for each recipient.

But, in an assessment that could 
apply to honey subsidy caps as well 
as those in effect for wool and mo­
hair, the General Accounting Office 
has found that beneficiaries of farm 
subsidies have found ways to get 
around the payment caps and col­
lect more than is allowed.

Still pending is another proposal 
from Bryan to eliminate $78 million 
for the Agriculture Department’s 
market-promotion program, which 
is designed to promote American 
agriculture products in foreign mar­
kets. The Senate is expected to 
pass the appropriations bill today 
and send it to a House-Senate con­
ference.

When ar SSigle Sentence

Threaten of Millions

Honey Subsidies 
Would Be Curbed

for states, and “here we go again.*'
Some industry, he said, tries to  
fashion such a secret loophole dur- certainty about taxes as it faces an 

„  • expensive auction system that it

SEItRICHARD H. BRVA

By Helen Dewar . 
Washington Post Staff Water \

The Senate nibbled at the edges 
of the country's multibillion-doilar 
farm subsidy programs yesterday 
as it voted to eliminate payments to 
producers of wool and mohair and 
to limit assistance to honey produc­
ers during the next fiscal year.

Although small in comparison 
with corn, wheat, cotton, milk and 
other major commodity programs, 
the honey, wool and mohair pro­
grams—which stemmed out of 
post-World War II security con­
cerns—have loomed large as mon­
uments to the immortality of gov­
ernment spending programs.

“Jurassic Park is not the only 
show about dinosaurs playing this 
summer," said Sen. Richard H. Bry­
an (D-Nev.) in proposing an amend­
ment to stop funding for wool and 
mohair subsidies as part of the $71 
billion agriculture appropriations 
bill for fiscal 1994.

Both amendments were approved 
by voice votes after proponents of 
the programs agreed to forgo roll 
call votes, apparently because they 
knew they would lose either way.

The House version of the appro­
priations measure would not reduce 
or kill either program. If the House 
goes along with the Senate—which 
is by no means assured—the gov­
ernment would save $190 million 
by eliminating the wool and mohair 
program and trim $1.5 million from 
the $17 million honeybee program, 
according to the proposals’ spon­
sors.

Under the proposal from Sen. 
Hank Brown (R-Colo.) to curtail the 
honey program, the current ceiling 
of $300,000 for subsidies and loan 
forfeitures would be reduced to 
$50,000 for the fiscal year begin­
ning Oct. 1.

Brown said only 4 percent of all 
honey producers—“the big guys 
... who rake in the huge collars"— 
receive subsidies.

“Bees will retain their interest in 
honey whether we have a federal 
program or not,” Brown said, add­
ing that he would eliminate the pro­
gram entirely if he could get the 
votes to do so.

But senators from honey-produc­
ing states warned that elimination 
of the subsidies would drive beekee-

I v >0 &JLJ&
V ■■

ing every session of Congress. expensive auction system that it 
“This was hidden,” he said in an has always opposed.

interview yesterday. “It was put in The outcome of the current fra- 
without any hearing or notice. And cas could have an impact on the
even more outrageous is the sub- budget, Wheeler suggested. He
stance,” Bucks said. “The federal noted that it is estimated that the 
government has never done this airwaves auction will produce $7.2 
before, marketing a state tax billion for the federal government, 
break like a little bonus.... This Removing the state tax provision 
thing cannot survive the bright from the bill might mean licensees 

. light of scrutiny.” won’t be willing to bid as much at
Thomas E. Wheeler, president the auction, he said.

Gregor, a Washington lobbyist 
pers out of business and jeopardize for the state of California, was 

reading the fine print on the bill

of the Cellular Telecommunica­
tions Industry Association, said his 
group considers the provision 

Janet Gregor earned her pay this “part of the total auction legisla- 
------.1. '— '1 1-----------2 _..j tion,” but wouldn’t take credit for 
sentence in the Senate’s 880-page supplying the language. Congres- 

-----------• sional communications committee
'tence that state tax commissioners staff aides said they saw the sen-
say would let the cellular telephone tence as merely clarifying that the
industry escape hundreds of mil- auction isn’t selling a property in­

terest in the radio spectrum, just 
the use of it.

“I will confess the multistate 
people educated us that the lan­
guage does a little more than 

July 17 she said yesterday, when that,” said one. That “little more"
she noticed the brief but potent could cost California alone $43
provision. It said licenses for use million a year in lost property
of the airwaves “shall not be taxes, according to estimates Gre-
treated as the property of the li- g°r cited.
censee for property tax purposes. The combatants have spent the 
or other similar tax purposes, by 'ast tew days trying to agree on 
any state or local government en- language to narrow the provisions, 
tity.” Further research found a WashingtonlawyerRonaldL.Ples- 
similar one-sentence provision ** ‘ v ‘‘

buried in the 1,624-page House
version of the bill, which passed in
May.

guage “needed a lot of tightening 
up.” The Washington Post Go., 
which has invested in PCS, is a 
member of his group. |

Plesser said PCS Action is con­
cerned about companies being 
taxed on the value of a license be­
fore they have a cash flow from 
customers. A compromise is 
reachable, he said, because “we’re 
not looking for a tax break and 
they [the state tax commissioners] 
say they are not looking to clobber 
us.” '

Wheeler, president of the cel­
lular trade group, said he thinks 
the state tax administrators are 
overreacting. “They dance on the 
head of these legal taxation policy 
pins,” he said.

Lobbyist Spots Loophole in Bill’s Fine Print
_ /

By Charles R. Babcock , / 
WaWMPMtSuaWnw V

ser, who represents PCS Action, a 
group of companies pursuing a 
next-generation cellular technol­
ogy called “personal communica-

Lawyers and lobbyists around
Washington are paid to spot—or '
insert—just such provisions in just
such bills.

The sentence was attached to
the section of the bill authorizing 
the auction of the radio spectrum.
While states do not currently tax 
the value of federal licenses, ac­
cording to Dan Bucks of the Mul- 
tistate Tax Commission, they do 
tax the value of a company’s prop­
erty that is enhanced by such li­
censes. Bucks said the language is
so vague it could cost states more 
than $1 billion over time. Cellular 
industry officials said it wasn’t
their intent to escape current 
taxes.

Bucks recalled his reaction to
learning of the provision: disbelief,  
because of the potential cash loss s^ts companies that have 95 per- 

» cent the nation>s cenuiar phone 
customers, was seeking greater



JUNE 12TH 1993

*

f

customer, it succeeds, it will export more—but it will import 
more, too. Its"sd«a« Will llltirefdre 'aealt- as many jobs in

raise

Another expression of economic neurosis—and another

■f

«*

| LVaNI Ji]]

UlBWtflE

THE PRESIDENT HAS SEEN

4

3^2

The 
Economist

making Western Europe and the United States poorer.

Blame the messenger
Such fears are misconceived. But they must be dispelled, not

not imaginary, harm to all countries, rich and poor.

tween rich and poor countries is a cause for concern.. It is natu-

ral and Hp^irnhle that poor Cw****.***^ ” t _ _
nch ones. Desirable" because poverty is a bad thing. Natural, competitive pressure on the rich ones, 

o.-r.nr.mir dmwth k what haonens when countries ac- <
cumulate the right sort of physical and human capital, and use

if India growth. So h rs no eoinddence that those who tegatcI eompe-

andod.etsbeeonteprospetous.theatgumentgoes.hwillbeby

America and other countries as it will “destroy”.
In this mutually beneficial process of competition and con­

vergence, international trade is crucial: it provides both the in­
centive and the means for faster capital accumulation and

tings being equal, you would expect the poor countries to 
. „ “relative economic

catch up and the rich have tried to stay ahead. 
The present anxiety in America and Western
Europe about losing jobs to the third world is 
therefore nothing new—but it is greater than 
for years, and growing.

This fretful mood is easily explained. For 
ten years America has felt battered by foreign 
competition; its trade deficit has persisted de­
spite the fall in the dollar, and is starting to 
look immovable. Now there is a new fear (and 
a populist crusade to go with it), that the North American Free 
Trade Agreement (nafta) will cause jobs in manufacturing to 
migrate to Mexico. West Europeans feel insecure, too-partly 
because of fiercer competition from abroad, partly because of 
the deepening recession in most of the European Community.

Just as this mood is taking hold, many developing countries 
are telling the world that they are open for business. In Latin 
America, Asia and Eastern Europe, countries eagerly seek the 
rich world’s savings-and, often for the first time, many have 
profitable uses for the cash. Nervous Northerners ask: what will 
the poor countries do when they have bonowed our money, 
copied our technology and built their new factories? The an­
swer seems obvious: thanks to cheap labour, and lax or non­
existent laws on health, safety and the environment, the third

bad policy—is ^Amenca’s evolving approach to trade with Ja^ 
it efficiently. PrSucers in poor countries can copy the methods pan. On June 11th Amenca s negottatore wereexpet.ted o

and technologies of their nch<ountry counterparts at rela- Japan to set targets for imports of certain goods and (a new
lively low cost; to continue to grow, the rich countnes need to benchmark for fatuous demands) to reduce > s '^ou^
devise new methods and .ethnologic fr.themselves. So. o*er SSn’s

/things being equal, you would expect the
I catch up. For the North, that is the same as
[decline”—and is no bad thing.

^.^uee.asa.h^.o.hei.p^

I | .. . v . i___ .i-.c-ii_____ _ fif*arc nF actual nr imnendins detli
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this for the plausible (though incorrect) reason that lapan's 
markets are unfairly closed to outsiders, and such targets are 
the only way to open them. More will welcome them simply 
because they regard liberal trade with Japan or anv other h ighly

Misplaced fears of actual or impending decline are the 
wrong starting-point for economic policy. During h>s election

15

Their growth slows for other reasons, too. With 
greater wealth come demands for longer holi­
days, better pensions and health care, cleaner 
streets and factories. As countries become 
richer, they choose to devote more of their reJ 
sources to such things; growth, narrowly del 

fined,, slows as a result.
Nor does catching-up imply that growth in 

the rich countries must stop, still less turn neg­
ative. This fear seems to haunt some in the 
North. It is groundless. For the past four de­
cades Americfl. I^p?n anrl thp cnuntrire-nf

Western Europe, "each competing against the others, have 
grown enormously nr%pr—ail ot them at once, not some at the 
^ense of the rest. In every case, the great bulk of each coun­

try’s output satisfied ever-growing demand at home; in every 
case, nonetheless, exports expanded hugely, and so did im­
ports. That is, growth created its own demand, domestically 
and internationally. The same will be true in the third world. A 

fast-growing Mexico for China, or India) will he itcn^n

He wants your job
T?OR as long as there have been rich coun- 
A tries and poor ones, the poor have tried to

The Clinton administration is demanding tough side agree­
ments on nafta—agreements that would oblige Mexico to 
raise its standards of worker protection and environmental 
control, and thereby become less competitive; even so. Con-

keen to apply their own version of nafta’s side deals

Some poor countries may one day overtake the rich ones

land)—but not necessarily. As the gap closes, the follower coun­
tries lose their advantage in acquiring capital and technology.

THE ECONOMIST JUNE 12TH 1993

ignoredfeiSSS uniTS influenTthr^ten’real, gress may refuse to ratify the pact The EC’s rich countriei am
imaginary, harm to all cuuuUits, rich and poor. keen to apply their own version of nafta s side deals-th . so-
The prejudice to abandon first is that a narrowing gap be- cial chapter of the Maastricht treaty-across the who e Com-

tween rich and poor countries is a cause for concern. It is natu- munity; it would in the same way reduce the compxnnve ad-
countries should grow fastertKan vantage of the regions poorer countnes, and hence the

rich ones. Desirable, because poverty is a bad thing. Natural, 
becauseeconomic growth is what happens when countries ac-



infrastructure,

Instead of trade policy, the need for higher productivity 

I calls for measures such as these: better education and training. 
1 lower taxes on saving and investment, greater subsidies for

Bull's-eye

'T1 H E sense of dejdvu was overwhelming. After he resigned as 
I foreign secretary in November 1990, Sir Geoffrey (now

on the late-1980s boom wnen iNigei inow toru/ cawsun was iuuy «... ~ -•—------------------------ -
chancellor. The fiasco of Black Wednesday, when sterling was with the inflationary—and thus recessionary-past: making

Howe now?

fication of Maastricht should soon both be behind him. His ex-
saddng now7Nothing to do his policies, everything to do chancellor has damaged, but not yet d«troyed him.

quent version of recent history as he would like it to be rewrit- to a relaxed Europe, to low inflation and prudent budgeting, to

THE ECONOMIST 11 NE IXTH 1995
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currencies that might have averted disaster. Should he have re- Despite that sense of dejdvu, there is nothing inevitable about 
signed at the time? Mr Major hadn’t, no other EC finance min- what happens next. Unlike Mrs Thatcher, Mr Major faces no

out loud, with all the authority of an ex-chancellor and man- are what he really minds about, and not (as Mr Lamont sug- 
ager of Mr Major’s campaign for the leadership, what most gested) today’s poll and tomorrow’s headline. The charge re­
Britons feel about the current government. There was some- mains unproven;.but however small the government s major­
thing wrong with the way the government made decisions, said ity,MrMajorwillnotsurvivebyswitchingdirectionwit every

some forms of research and development, more investment in 
___________ , more help for workers from shrinking indus­
tries to move to expanding ones, and so on. Mr Clinton talked 
of such policies before the election; less so since. Meanwhile, 
the laser-like focus ofhis economics team appears to have been 
on developing an idiotic policy towards Japan.
• Believers in a liberal trading order, and in the hardly dis­
mal doctrine that economic growth is a positive-sum game, 
need not yet despair. Life may be stirring in the gatt talks (see 
page 78). However, the declinist pessimism that threatens 
NAFTA, insists on Maastricht’s social chapter and makes anti­
Japanese trade policy such a vote-winner in Europe and Amer­
ica may, in the end, overshadow even a successful Uruguay 
round. Apologists for economic failure in the third world long 
argued that the rich countries would never let the poor succeed. 
It was a lousy excuse for not trying. Now, many are trying 
hard—and, shameful to report, the apologists had a point.

1

the Bank of England independent. This, he said pointedly, 
would eliminate political fiddling with interest rates. The im-

Lord) Howe stood up in the House of Commons and calmly 
took aim at the most vulnerable spot of the government he had 
just left, its policy towards Europe. Within a month, Margaret
Thatcher was gone. On June 9th, Norman Lamont, recently
sacked as chancellor of the exchequer, chose at short notice to
stand up in a packed House and fire straight at the worst weak­
ness of John Major’s government, its seeming vacillation. How
long before Mr Major, too, resigns or is defeated? ----- - --------------- . .

A hefty discount rate naturally applies to statements by was the message to his successor, Kenneth Clarke, stressing the 
sacked ministers. The ego is raw, the instinct for self-justifica- need to be tough incurbing publicspending.Theotherwas the 
tion strong. The recession? Not Mr Lamont’s fault; blame it all revelation that for the past two years he had tried unsuccess- 
on the late-1980s boom when Nigel (now Lord) Lawson was folly to win Mr Major over to a reform that would mark a break

unceremoniously ejected from the European Community’s ex­
change-rate mechanism? Not guilty; he was wary of the erm ---------- .
from the start, he had suggested (but the prime minister had plication: this government is not to be trusted, 
rejected) the idea of suspending sterling’s membership, and
France had implacably opposed the general realignment of

LEADERS ______________ _________________

campaign, Mr Clinton emphasised the right one: the need to 
raise productivity. All economic policies should be measured 
against that criterion. Instead of fearing success in other coun­
tries, as they seem to, Western Europe and America should con­
centrate on becoming even more successful themselves. And 
the only lasting way to do so is to raise their productivity.

With that as the starting point, the prescriptions for policy 
alter. In practice, trade protection has nothing to do with spur­
ring productivity at home. Industries seek import barriers (or 
export assistance) precisely to avoid the need for higher pro­
ductivity. Foreign competition forces producers to become 
more competitive, or to make things consumers really want. 
The effect of Japanese competition on the European and Amer­
ican car industries is a case in point (see page 67).

Ullll^ Wiuug wiui uic way uivgvvviiuuvui inuuv............................................................................. i • j r

Mr Lamont. It was driven by short-termism. It gave the impres- gust of wind. He must show he is made of sterner sturt.
sion, he said in a phrase Mr Major will find hard to shrug off, of

16

But if Mr Major is to survive, he has to change. First, he

ten. But if that were all there was to it, his words would not have a radical rejigging of social security, and to reforms in educa- 
seemed so wounding. His wounding-power came from saying tion and health. Then, he needs to persuade others that these

Ser did, andon^traR»nkAief among the devaluers (Ita- obvious Challengerforhis

ly’s Carlo Ciampi)even won promotion to prime minister. His

with a government that cares too much about opinion polls.

Norman Lamont’s attack on the British government was right on target

being “in office, but not in power.”
So there it is. The trouble with the Major government is no 

mere figment of the media’s imagination (even some Tory 
parts of which now barely contain their hostility to Mr Major), 
nor is it an invention of the opinion polls (which show that 
confidence in Mr Major is now lower than for any prime min­
ister since polls began). It is publicly confirmed by a man who 
has been right at the heart of the government.

If that were not bad enough, consider the damning thought 
behind the ex-chancellor’s two policy recommendations. One

sacked ministers. The ego is raw, the instinct for self-justifica- need to be tough incurbing publicspending.Theotherwas the
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damn well going to explore it to the 
fullest.

So most of my off-time during my 
two years of active service was spent 
grazing gay haunts. I knew it was 
risky. As personnel officer aboard my 
ship, I was aware of cases in which 
sailors were stripped of rank and

by being in Maxim’s I was risking my 
naval career and my entire future. 
But that didn’t stop me. Nothing 
could. I had found my world, and I was

Thirty-eight years ago as a young 
ensign, 1 went on liberty in the port of 
Philadelphia. I trooped around Locust 
Street in civvies convincing myself I 
was interested in the girlie shows. I 
knew better. Passing through one of 
those ubiquitous downtown alleys typ­
ical of Philadelphia, I found myself 
drawn to the door of a place called 
Maxim’s.

1 entered, and, as in Dorothy’s 
introduction to Oz, experienced a sur­
real fade from black and white to 
technicolor. The place was jam- 
packed with men, only men, well- 
groomed masculine men in sport jack­
ets and ties. 1 had stumbled on my 
first gay bar and was stunned by the 
realization that there were hundreds 
of other people like me. It was a 
mind-boggling and powerful- discov­
ery.

Thus, my entry to the gay life. 
Looking back, I realize I was one of 
those “gays in the military,” and just

• »
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cashiered from service with undesir­
able discharges. I was scared, but 
certain in the knowledge that what I- 
did in my off hours had no effect c® 
my ability to perform while on duty. 
(Unlike some of author Randy Shilts’s 
case histories, I never got caught.)

Now, from the perspective of the 
’90s, I look back on that post-' 
McCarthy period with a sense of aw'd * 
at how far the world has turned/ 
Where younger gays and lesbians to'- 
day rail at the “betrayal” by the Clirw 
ton administration with its watered^.- 
down version of don’t ask, don’t tell, I 
marvel that we’ve come this far..; 
Imagine, no more humiliating ques-, 
tions. No more lying. No more witch­
hunts. No more forced snitching on 
others. (Assuming, of course, as I dor- 
that any effort to codify the original 
ban will fail or be vetoed.)

As recently as one year ago, such a 
development would have been con­
sidered an impossibility. In the broad 
context of history, this change must 
be recognized for the markedly for-’ 
ward step that it is—and I stress that 
I speak for myself. Gays can afford to' 
pause for a moment and acknowledge 
our blessings.

But not freeze. The policy— 
advance that it is—is quite unaccept­
able as a final response. Gay activists 
and their straight supporters are cotf 
rect in laying plans to challenge it at 
every level. Don’t ask, don’t tell re­
tains the unacceptable notion that 
gays who try to be fully themselves- 
risk severe penalty. That is the blui-2 
geon by which an antagonistic society' 
has held gays at ransom for centuries.,. 

In thinking back to my service 
years, I was struck by an astonishing 
realization. As a young, gay navaL 
officer, I never questioned the mili-’ 
tary’s policy. I accepted the notion' 
that to be gay was indeed criminal, 
and if one got caught that was the 
breaks.

Clearly, I had internalized society’s- 
picture of me and others like me. Yes, 
I, a healthy, functioning human beingl 
in every other respect, must be sick/ 
indeed criminal, because of my sexual 
orientation.

It was a distortion that damaged- 
hundreds, of thousands of gays and 
lesbians. Fortunately, the times are- 
changing. Still there is much self-* 
hatred among gay and lesbian individ-J 
uals. And the fundamentalists arqs 
cleverly playing off our nation’s sexu- 
al phobias in an effort to force homo­
sexuality back into the closet.

So, the answer is to savor your' 
victories, but keep fighting.

Leroy Aarons, a former Washington.. 
Post national correspondent and ‘ 
editor, is founder and president of 
the National Lesbian and Gay
Journalists Association.

“As a young, gay 
naval officer, I 
never questioned 

the military S 
policy”

■k.
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Proposal for Reconciliation Conference Report
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SUMMARY
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ADDITIONAL SAVINGS

above $100,000 pay premiums equal to 100% of costs for individuals. The

ue over time. —{Ic _U,^k 
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use.

Means-Xst/Medicare for individuals with incomes above $75,000. Savings — $10.7 billion 
This proposal would phase in higher premiums beginning at $75,000 so that beneficiaries 
with/ndomes above $100,000 pay premiums equal to 100% of costs for individuals. The 
Medicare^ premium for individuals with income above $100,000 would be $141 a month.

Full COLA for all civilian and military retirees and Social Security recipients on the first $600 in 
benefits and a COLA of CPI -2% on benefits above $600. Savings -- $22.7 billion.

This provision would give all beneficiaries a full COLA for the first $600 of monthly benefits. 
Recipients with monthly benefits of more than $600 would receive a COLA of CPI -2% on the 
benefits above $600. $600 is the poverty threshold for an elderly person. The $600 threshold 
for COLA reductions would be indexed to maintain its value

This proposal is based on results of a survey conducted among conservative and moderate 
Democrats who either voted for H.R. 2264 in the House with the expectation that it would be 
changed before the House voted on the conference report or who voted against the bill when it 
was considered by the House. All of the options included below were supported by at least 70% 
of the members responding to the survey. Using the Senate passed reconciliation bill as a starting 
point, this proposal would make several changes based on three basic goals supported by the group:

(1) Elimination of taxes on the middle-class;
(2) Increase the amount of spending cuts relative to revenue increases in the package;
(3) Add incentives for investment and capital formation beyond the Senate provisions.

The cumulative effect of these changes to the Senate passed bill would result in a package that 
would reduce the deficit by $523.9 billion over five years through $318.8 billion in spending cuts 
and $205.1 billion in revenue increases. As a result of these changes, the ratio between spending 
cuts and tax increases would be slightly above 1.55 to 1.

Eliminate EITC increase. Savings - $18.3 billion. '
Part of the EITC increase designed to offset the impact of the energy tax would be 
unnecessary with the elimination of the energy tax. The remaining EITC increase should be 
incorporated into welfare reform legislation. Of the $18.3 billion, $1.5 billion would be a 
reduction in tax liability and the remaining $16.8 billion will be government outlays as a 
supplement to an individuals income beyond their tax liability.

Reduce discretionary caps to capture 50% of savings below 602(b) allocations achieved in 
appropriations bills. Savings -- $12.1 billion. ...,

The House has passed eleven of the thirteen appropriations bills so far. Cumulatively, the 
eleven bills are below their 602(b) allocations by approximately $5.7 billion in budget 
authority and $1.6 billion in outlays. Since the 602(b) allocations are equal to the 
discretionary caps, all reductions below the 602(b)'s are reductions from the caps. 
Assuming a lower baseline from these reductions (particularly from programs that are 
eliminated), they translate into a $28.9 billion reduction in budget authority and a $24.3 
billion reduction in outlays below the caps over five years. Reducing the discretionary caps 
by 50% of the amount would result in savings of $6.8 billion in outlays over five years. 
This represents a cut of approximately 0.4% in the outlay caps over the next five years.

Total savings - $63.8 billion

^CDF
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REVENUE LOSSES

Miscellaneous

Achieving $500 billion in deficit reduction
Achieving the goal of $500 billion in deficit reduction is important, although the support isn't 
as important as maintaining entitlement discipline or eliminating the energy tax. Achieving 
$500 billion was an absolute must for 39% of the respondents and an additional 37% preferred 
to achieve the full $500 billion but who were willing to accept as low as $475 billion.

Entitlement Discipline
Inclusion of the entitlement discipline language (with technical improvements) that was in the 
House Reconciliation bill is strongly supported by 75% of the respondents, 57% of whom said 
that entitlement discipline must be included in the final bill for them to support it.

Food Stamps
Increasing spending as part of a deficit reduction package that includes significant new taxes 
has nearly as much political baggage as the energy tax. Increases in the food stamp program 
more appropriately should be considered as part of welfare reform. The increase in the food 
stamp program included in the House bill was opposed by 70% of the respondents (including 
41% who strongly opposed it), while only 11% supported it.

Eliminate 4.3 cent per gallon transportation fuels tax. Revenue loss — $23.5 billion 
The 4.3 cent per gallon transportation fuels tax is the primary middle-class tax in the 
package. This tax is unfair to rural areas in which individuals travel greater distances. 
Because it is an easily identifiable and understood tax on the middle-class, this tax has a 
tremendous political cost for a relatively small amount of deficit reduction. The primary 
rationale for this tax is the environmental impact, not as fiscal policy. A budget 
reconciliation bill is for fiscal policy, not environmental policy. 57% of CDF members 
responding to survey indicated that they would not support a conference report that 
included any energy tax, and an additional 32% indicated that they strongly prefer the 
removal of any energy tax.

Index Capital gains prospectively and reinstate "small-business" capital gains cut from the House 
bill. Revenue loss -- $13 billion

The indexing proposal would eliminate the tax on capital gains solely related to inflation. A 
corporation or individual taxpayer could elect at the time of the sale to either pay the tax on 
the full gain at the lower capital gains rate of 28% or to index the basis of the asset to reflect 
inflationary gains at the ordinary rates. This proposal would apply to sales after January 1, 
1993 and indexing would apply after January 1, 1993. The House passed capital gains cut 
would provide a 50% exclusion from capital gains taxation for the sale of stock in qualified 
small businesses held for more than five years.

Eliminate Senate provision applying 10% income tax surtax on capital gains. Cost $600 million 
Both the House and Senate bills apply a 10% surcharge to incomes above $250,000. Unlike . 
the House bill, the Senate bill would apply this surcharge to capital gains income, effectively 
reducing the capital gains differential in the tax code.

Adopt House provisions on expensing. Cost - $1.8 billion.
The House reconciliation bill would allow small businesses to deduct up to $25,000 of the cost- 
of new equipment. The Senate reconciliation bill increased expensing up to $20,500.

Total revenue loss -- $38.9 billion
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72% support the reinstating of House provisions on business expensing

RECONCILIATION CONFERENCE REPORT 
CDF OPINIONS

73% support eliminating the EITC increase included in the House-passed bill (many urging 
its inclusion in Welfare Reform) ($18.3 billion)

68% support a COLA of CPI minus 2% on benefits above $600 for civilian & military 
retirees and Social Security recipients ($22.7 billion)

70% support oppose reinstating the food stamp increase included in the House-passed bill 
($7.2 billion)

CUT SPENDING FIRST
88% of all respondents support means-testing Medicare for individuals with incomes above 
$100,000 ($6.2 billion)

DO NOT TAX THE MIDDLE CLASS
88% of all respondents support removing all middle-income taxes from Reconciliation 

More than half of those state that all energy and middle-income taxes must be 
removed for their support of the bill.

50 HOUSE DEMOCRATS RESPONDED TO QUESTIONNAIRES
All responses by Members, not staff
44 Members responded to long form, 6 to short form
All responses from CDF Members, Members who signed Penny letter or Members who 
voted against the House Reconciliation bill

MAINTAINING DEFICIT REDUCTION
76% of all respondents want to maintain as close to $500 billion in deficit reduction as 
possible

77% support accounting for savings already achieved in appropriations bills by reducing 
discretionary caps to capture 50% of those savings below the 602(b) allocation ($12.1 billion)

GUARANTEE THE PROMISES
84% of Members signing the Penny letter (i.e. Members voting "yes" on the House-passed
bill) state that entitlement discipline language must be included in Reconciliation to maintain 
their support

INVEST IN AMERICAN JOBS
86% of the Members support indexing capital gains prospectively and reinstating the "small 
business" capital gains cut included in the House-passed bill

77% support eliminating the Senate provision applying a 10% income tax surtax on capital 
gains
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COMMENTS RECEIVED ON RECONCILIATION QUESTIONNAIRES

"We need $3 in spending cuts for every $1 in increased taxes."

"I cannot support increased taxes to pay for increases in social programs."

QUESTION: Are there any provisions currently being considered as possible 
inclusions which absolutely must not be part of reconciliation to gain your support 
for final passage? (listed in order of most frequently given responses)

QUESTION: Are there any provisions currently being considered as possible 
inclusions which absolutely must be part of reconciliation to gain your support for 
final passage? (listed in order of most frequently given responses)

-Entitlement discipline language
-Better ratio of spending cuts to tax increases
-Reinstate business incentives such as capital gains breaks and business 
expensing
-Maintain the $500 billion deficit reduction
-Deficit Trust Fund

"I'm very reluctant to vote for the bill because of the appearance of giving in to the 
threat to my subcommittee chairmanship." (from one who voted no on the House- 
passed bill)

"I strongly support the inclusion of entitlement discipline language but what I feel 
most strongly about is getting more actual cuts in the entitlement areas."

"Now that the BTU tax seems to be dead, I am likely to vote yes." (from another 
"no" voter on the House-passed bill)

"We need savings but we don’t need to take all of our savings out of agriculture and 
defense."

"If the energy tax is eliminated, I will support the bill." (from one who voted no on 
the House-passed bill)

"The tax increases should not go into effect until after we realize the spending cuts 
we have outlined."

—BTU tax
—Energy or middle-income tax increase 
-Increases in EITC
-Increases in food stamps
-Decrease in the deficit reduction amount 
-More agriculture cuts



I Budget Facts

Entitlement target levels

Entitlements as part of budget

1/ projections -- $18 billion in 1991, $43 billion in 1992 and $54 billion in 1993. The increase in 
entitlement spending was not just because of health care. Only slightly more than half of the

Reducing the entitlement targets by 1% for each of the next five years would force reductions 
of $53.6 billion. Making no changes in the entitlement targets for the next three years and 
reducing the targets by 1% for 1997 and 1998 only would force reductions of $19.7 billion.

Discretionary Spending

Discretionary spending will drop to $538.1 billion in 1994, rising to $541.1 billion in 1995 
$547.3 billion in 1996 and 1997 and $547.9 billion in 1998.

^Cutting discretionary spending 1% across the board in each of the next five years would save 
$27.2 billion, although it may not be practical to achieve a full 1% reduction in the first year. 
If discretionary spending is cut 0.5% in the first year and 1% in the next four years, the 
savings would be $24.5 billion.

The eleven appropriations bills that have been passed by the House so far have been $5.7 
billion below the 602(b) allocations for budget authority and $1.6 billion below the outlay 
allocation. The appropriations bills have effectively been cut by an average of 0.6%.

If the savings achieved by the House in the Appropriations process survive through 
conference and the baseline is adjusted down to reflect the savings, the five year savings 
would be approximately $24.3 billion, a 0.9% reduction over five years.

In 1993, mandatory spending represented just under 50% of the budget ($770 billion). The 
remainder was discretionary (37.6%) and net interest (13.6%). In 1998, entitlement spending 
is projected to represent 53% of the budget ($1.03 trillion), with discretionary spending 
accounting for 32% and interest representing (16%).

Under the House-passed budget, we will spend approximately $5.36 trillion on mandatory 
programs over the next five years, assuming current projections hold.

^5ince the 1990 Budget agreement, entitlement spending has increased $115 billion beyond

increase ($63 billion) was in Medicare and Medicaid.

If the entitlement targets are placed at the levels established in the House bill, entitlement 
spending would be $260 billion higher in 1998 than it was in 1993 — a 35.8% increase. The 
Senate numbers would be slightly lower.

The House bill would allow entitlement spending to increase by an average $52 billion and 
6.3% a year. This allows for 9% annual inflation in health care.

For each year, the increases would be: 1994 -- $43 billion, 6%; 1995 -- $51 billion, 6.7%; 1996 
- $42 billion, 5.6%; 1997 - $63 billion, 6.3%; 1998 - $62 billion, 7%.
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Using the latest data available, as verified by the Nebraska Departin' 
of Revenue, this represents only 5,345 tax returns filed in Nebraska

on the number or cnxxaren xn a raimiy,
$27,000 per year could qualify for a tax break under this bill.

MYTH: The Senate Deficit Reduction bill increases taxes on small 
business, killing the biggest engine of U.S. job growth.
FACT: False. There is no small business tax. Most small business 
owners file individual—not corporate—tax returns as owners of 
proprietorships, partnerships or so-called Subchapter S corporations. 
Only such small businesses and individuals who earn more than $115, quo 
or couples who earn more than $140,000 per year will see their taxes 
increase. These business owners pay taxes only on their profits after 
deductions are taken for expenses like paying wages and making new 

investments to expand. Further, the House and Senate are now 
negotiating tax breaks for small business. Jobs will be created not 
lost. Over 90% of small businesses would pay no more and some even 

less under the Deficit Reduction bill.

S' {-V 

THE PRESIDENT HAS SEEN 
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MYTH: The Senate Deficit Reduction bill increases tax rates on most

FACT: False. The only tax rate increases are on those individuals who 

have more than $115,000 in taxable income after deductions and those 
couples who have more than $140,000 in taxable income after deductions. 
Using the latest data available, as verified by the Nebraska Department 
of Revenue, this represents only 5,345 tax returns filed in Nebraska 
(0.76%) which would be subject to this tax rate increase.

Conversely, 82,772 tax returns filed in Nebraska (12%) could 
qualify for the Earned Income Tax Credit reduction in taxes. Depending 
on the number of children in a family, taxable income levels up to

MYTH: The BTU tax will impact virtually every American and Nebraskan. 
FACT: The BTU tax is dead. The Senate killed it and the Clinton 

Administration now realizes it must be buried as well, but 

unfortunately many don't know this.

MYTH: The corporate tax rate increase will take money out of businesses 

and cost jobs.
FACT: The corporate tax rate will only increase from 34% to 35%, and 

only for those corporations with profits of $10 million or more. 
Again, profits are computed after deductions are taken for expenses 

like paying wages and making new investments to expand.

MYTH: At a time of agricultural stress, this bill will hurt Nebraska 

agriculture. . -
FACT: False. The BTU tax is dead. The irrigation surcharge was killed 

by the Senate. The barge tax, which would have added eight cents to 
the cost of each bushel of farm products, was killed by the Senate. 
Off-road agricultural use of gasoline or diesel fuel was exempted from 

the 4.3 cent per gallon transportation fuel tax. There is now no 
energy tax on agriculture in the senate-passed bill.

MYTH: The bill increases taxes on most or all Social Security 

recipients.
FACT: Wrong. The Social Security tax was changed in the Senate to 
exempt most middle-income seniors from the tax. Under the Senate bill 
only seniors with total income above $32,000 as individuals or $40,000
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The senate Denctt Reduction Bill 
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. A CSE spokesman said the organization has 250,000 members 
bute somewhere between $4 million and $10 million to its
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nigner-income seniors will now have to pay any tax increase.

CONCLUSION: This bill is easy to criticize but it's the only chance we 
have now to begin deficit reduction. Provided the House>Senate 
conference agrees on a report that generally follows the Senate-passed 

version, it is my best Judgement it should pass.

MYTH: The enactment of the Senate-passed bill will simply be a repeat 
of the 1990 Budget Agreement experience and will not help Americans and 
Nebraskans.
FACT: One of the little-discussed aspects of this plan is that its 

enactment would help to keep interest rates at their current low level. 
Mortgage interest rates.are at their lowest level in 20 years and 
interest rates across-the-board are very low as well. Low interest 
rates help virtually every American from farmers to business owners to 
home owners. Testimony from economic experts including the Chairman of 
th© Federal Reserve Board has uniformly indicated that passage of this 
level of deficit reduction will help maintain low interest rates. 

The 1990 Budget Agreement fell short of the mark mostly because of 
the recession which lowered revenues, the Persian Gulf War and greater- 
than-anticipated spending on entitlement programs such as Medicare and 
Medicaid. Both political parties agree that our current budget

I estimates are based upon honest and conservative economic assumptions. 

j Additionally, the Senate and House are now negotiating on an agreement . 
l/which will place a cap on both federal discretionary spending and 
jentitlement spending, including Medicare and Medicaid. There are 
J significant differences between the 1990 Budget Agreement and the 1993 

’ Senate-passed bill.

MYTH: Many ’grass roots* groups like the Citizens for a Sound Economy 
(CSE) are opposing this plan.

FACT: Let's look at a couple of the most prominent “grass roots" groups 
who are opposing this bill. The most prominent has been the Citizens 
for a Sound Economy, which has been running ads and holding press 
conferences in Nebraska and all over America. The Chairman of CSE is 
Mr. James Miller, who is currently running against Oliver North for the 
Republican Senate nomination in Virginia. Jim Miller was Director of 
the Office of Management and Budget from 1985 through 1988 when the 
national debt was increased by $784 billion.

The CSE was the brainchild of the Koch brothers who own the 
largest independent, privately-held oil company in America. David Koch 
is the Chairman of the CSE Foundation. David Koch ran for Vice 
President on the "Libertarian" party ticket in 1980. That party's 
platform included legalizing drugs and prostitution, ending public 

education, abolishing Social Security, Medicare, and Medicaid, 
repealing all taxes and privatizing almost everything in America. 
Industries have a Political Action Committee (PAG) and are large 
Republican party contributors. That hardly describes a legitimate 

"grass roots" group.
Between 1986 and 1990 the Koch Foundation gave CSE $4.8 million. 

The CSE still receives more than $500,000 annually from the Koch 
Foundation. A CSE spokesman said the organization has 250,000 members 
who contribute somewhere between $4 million and $10 million to its 
coffers. The CSE is not obligated to release any information about its 
membership or finances as is the case with other groups spending 
thousands of dollars on advertising.

than-anticipated spending
Medicaid. Both political
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AT&T Falls Victim to Cold War Trade Limits

U.S. Won’t End Ban on Sale of High-Speed Phone Switches to China

By Peter BehrUV 1 CICI MtlU . (

VK II l‘ •'« x.it: Wntvr V

• “The administration is on

merits w’vetieard since the Reagan

versa trons to be fed through a sinf 
f^er-optk cable at the same time.

times as many conversations at

sourc-A22 Friday, Algist 6.1993 K

speed switches to China as long as
AT&T is banned from doing so.

* *

TH€ PRESIDENT HAS SEEN

Staff comspotnieni David Hoffatan in 
Anwdi

of defense Caspar W. Weinberger 
and several other Iran-contra fig­
ures. The court will decide from 
whom to seek comments and may 
then publish them as an annex to the 
report.

Under the independent counsel 
law, Walsh is required to set forth 
“fully and completely” an account of 
his work, including both the dispo­
sition of the cases brought and “the 
reasons for not prosecuting any mat­
ter" within his jurisdiction during the 
$35.7 million inquiry.

Walsh said through a spokesman 
that he intends to remain indepen­
dent counsel “until all administrative 
matters are taken care of.”

AT&T many millions of dollars in 
lost sales to Chma, which has begun 
a mammoth campaign to expand and

Independent counsel Lawrence E. 
Walsh submitted his final report on 
the Iran-contra scandal to a special 
three-judge court yesterday, con­
cluding a controversial, lengthy in­
vestigation that began 6'/2 years ago.

The judicial panel, an arm of the 
U.S. Court of Appeals here, will de­
cide how much of the three-volume 
report to make public. That decision 
is not expected for at least a month, 
after individuals criticized in the re­
port have a chance to respond.

Walsh has been highly critical in 
interim reports of the Reagan and 
Bush administration officials, espe­
cially after President George Bush 
last year pardoned former secretary

devices as well, said David Rubner, 
president of ECI Telecom.

Israel is not part of the security 
agreement, known as the Consultative 
Group and Coordinatmg Committee on 
export controls, or CoCom, but Rub­
ner said he would not sell the high-

refus£dtojginr_________ _
e sale of nigh-speed telephone 

-..~;Elps to China, cit-

tributai io this report.

Commerce Secretary Ronald H. 
Brown yesterday told a House For­
eign Affairs subcommittee that Cold 
War export controls are "a major im­
pediment to doing business" and 
should be eased as much as possible.

For now, however, national secu­
rity interests still override the goal 
of boosting U.S. exports of telecom-

See TRADE, G4, Col 1

modernize its telephone network, 
Padilla said.

Such restrictions have long been a 
sore point for U.S. high-tech manu­
facturers. The Reagan and Bush ad­
ministrations kept a tight rein on ex­
ports of advanced computers and 
telecommunications gear to the So­
viet bloc, hoping to hamper weapons 
development.

The high-tech executives who 
jumped to President Clinton’s side 
during last year’s campaign are ex­
pecting him to ease restrictions now 
that the Cold War has ended and 
U.S. exports are an economic priori­
ty- _ .................

that this is because they would make 
i< harder for U.S. intelligence_____
ei to monitor phone conversations. 
* Ari Israeli company, ECI Telecom 

Ltd., makes similar equipment and 

has sold the slower switch to China. 
It would like to seQ the high-speed

The Cold War has not ended for 
the nation’s telecommunications in­
dustry.

Clinton administration officials 
have refusgdtiyginov^X£Stti£U2Ps 
on the sale of high-speed telephone 
transmission switches to ChinaTcit- 

cording to AT&T officials.
Company officials said they have 

not been told just what the security 
issues are. But since China has be­
gun making the equipment and other 
countries have the technology, too, 
the threat will soon be moot, said 
Christopher Padilla, AT&T’s manag­
er of federal government affairs.

A National Security Council 
spokesman declined to comment on 
the case yesterday.

Meanwhile, the ban is costing!

1 - TRADE, ?n>»Gl

nfliriicaGons equipment, AT&T's 
Pgrfilla said

Deputy’Defense Secretary Wil- 
li^hr Petry said last month that while 
r^strictipns on computer equipment 
may be eased; advanced telecommu­
nications exports still pose security

newest switches, which send four

once, are forbid'den under a security 

agreement between the United 
Sates and other industrial coun- 
tfies,
' Seme industry officials speculate

,The AT&T switch uses computer 
technology to send thousands of con­

versations to be fed through a single 
ffoer-optic cable at the same time,

AT&T swjtches that handle up to 

2,000 conversations simultaneously 
may be exported to China or other 
allies of the former Soviet Union. 
But sales to these countries of the

pilot, reverting to the same old argu- 

ajjministration,” Padilla said. “We°ve 

hoped for something better and still 
SfuBut this is not a good first sign/* 

switch uses computer

HsTCiL

Walsh Submits Final Report 

On Iran-Contra Investigation
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Be Happy ’ Route 

To Energy Policy
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UT THOSE ISSUES should be de­
bated, not simply skirted for the 
sake of finding the most politically 

popular course. “In fact, the entire 
energy debate the last 13 years has been 
focused almost entirely on revenue rais­
ing," says Steve Bell, a former congres­
sional staffer who now is a managing 
director of Salomon Brothers Inc.

Oil-state senators, notably Oklahoma 
Democrat David Boren, obviously think 
they are protecting the interests of their 
friends in the domestic oil industry by 
fighting energy taxes. In the short run, 
they may be right. But in the long term, 
it's far from clear that they are doing the 
U.S. oil industry any good by maneuver­
ing Congress into cheap-energy policies 
that do little more than encourage the 
U.S. to bum up more imported oil.

The Clinton administration promises 
to address these questions in the fall, 
when the Energy Department is to pro­
duce an energy policy plan. That, how­
ever, won’t do much to enlighten the 
current pseudo-energy debate.

HE PERPLEXING ASPECT is 
that none of these developments 
are even being discussed or de­

bated as national policy takes shape. 
Just three summers after Iraqi tanks 
threatened the world’s largest oil fields 
in Saudi Arabia, political leaders have 
made a collective decision to simply take 
the easiest path and ignore the question 
of energy security.

There’s little doubt why these ques­
tions are politically easy to avoid right 
now; voters are happily wallowing in 
cheap gasoline. By the estimate of the 
Congressional Budget Office, the combi­
nation of lower gasoline prices in infla­
tion-adjusted terms and the rising fuel 
efficiency of cars has cut the cost of gas 
needed to drive 100 miles roughly in half 
since 1976, to less than $4.25. While 
Americans pay about $1.13 for a gallon of 
gasoline, consumers in Britain pay 
$2.68, and in Japan pay $4.25.

It may be that the best economic and 
foreign-policy course at the moment is to 
pursue a laissez-faire approach to en­
ergy, one in which the nation concludes 
that letting the economy run on cheap 
imported oil is the best course. When 
one looks at the world oversupply of oil, 
the likelihood that the oversupply will 
get worse once Iraq is back in the market 
and the feeble state of the OPEC cartel, 
there are reasonable grounds to con­
clude that there are only minimal risks 
to using more imported oil. The domes­
tic oil industry may be a shriveling giant 
that is only headed in the direction the 
marketplace is rightly sending it.

troubled day. With prices slumping to 
near $16, their lowest level in years, this 
would seem a ripe time to buy up some 
oil and store it in the Strategic Petro- ' 
leum Reserve, designed to protect the > 
U.S. in case of a foreign crisis that ! 

^disrupts oil flows. The sensible time to / 
buy oil for a reserve, after all, is when / 
pnces^re low rather than high. /

But ndMnTLs eagerness to showTlfat 
it is cutting spendiiTgrthe'administra- 
tion has proposed reducing the rate at 

.which the reserve is filled to 13,300 
I barrels a day from 20,000 barrels. That’s 
less than a tenth the rate at which the 
reserve was being filled several years 
ago. Yet. although the reserve has only 
about half the billion barrels Congress 
has declared in the past that it should 
hold, the House already has gone along 
with the Clinton proposal, and the Sen­
ate seems likely to do so.

MID ALL the haggling over en­
ergy taxes in Washington, one 
simple, alarming fact seems to 

have gone unnoticed:
Two weeks ago. the U.S. imported an 

average of 7.9 million barrels of oil a 
day, the highest level of imports for any 
week on record.

This depressing benchmark comes at 
a time when domestic crude oil produc- 

I tion is at its lowest 
level in 35 years. In 
short, the U.S. is 
more dependent on 
imported oil than 
ever.

Yet in Con­
gress's current gas­
tax debate, there is 
practically no 
thought devoted to 
constructing a real 
energy security pol­
icy. Instead, the

only issues that have been debated are 
whether Americans are willing to pay a 
broad-based energy tax (senators have 
decided they aren't) and whether law­
makers are willing to add a few pennies 
to the gasoline tax (they probably are, 
but not enough to significantly cut the 
federal deficit). It’s now certain that 
whatever energy plank emerges in the 
Clinton economic plan will be so diluted 
that it won’t make any real dent in 
buying and driving habits.

Those who should be happiest with 
the way things are developing in Wash­
ington today are the oil sheikdoms of the 
Middle East and the barons of the Or­
ganization of Petroleum Exporting 
Countries. Whatever else may come of 
the current deficit-reduction struggle, 
the debate has shown once again that 
Americans have no interest in policies 
that interfere with profligate consump­
tion of imported oil.

Nor, it appears, does the Clinton 
administration have any interest in tak-

The ‘Don’t Worry,,
------------------------------
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U.S. IS SAID TO LAG 
IN SPACE RESEARCH

Advances by Foreign Rivals in 
Communication Satellites 

Are Reported in Study

By WILLIAM J. BROAD 
' A Federal study said yesterday that
■ the United States is in danger of losing 
its lead to foreign rivals in the $15- 
billion-a-year business of building com-

■ munication satellites and related sys-' 
i terns.

“The United States has lost its lead­
ing position in many critical satellite 
communications technologies,” and 
this erosion has put America’s market 
lead “at risk,” said the report’s execu­
tive summary, which was made public 
yesterday.

Research on new technologies for the 
, next generation of spacecraft is lag­
ging so badly, the report said, that the 
United States “is likely to fall behind 
Japan, and to a lesser extent Europe, in 
most of these technologies in the next 
five to 15 years.”

The report was commissioned by the 
National Science Foundation and the 
National Aeronautics and Space Ad­
ministration, and was conducted by the 
International Technology Research In­
stitute at Loyola College in Maryland. 

Report Called Pessimistic
A top industry official called the re­

port too pessimistic, but said it was 
useful in documenting the rise of cash­
rich foreign rivals.

“It overstates how serious the prob­
lem is today,” said Steven D. Dorfman, 
president and chief executive of the 
Hughes Space and Communications 
Company, based in El Segundo, Calif. 

“But the fundamental point is right.” 
he continued. “The Europeans and Jap­
anese are investing a good deal of 
money in this area. It’s analogous to 
the commercial airplane industry. 
We’re dealing with a well-subsidized 
and well-organized foreign competi­
tion.”

The chairmen of the 12-person team 
that produced the report was Dr. Bur­
ton 1. Edelson, head of the Institute for 
Applied Space Research at George 
Washington University, and Dr. Joseph 
N. Pelton, director of the Center for 
Advanced Research in Telecommuni­
cations at the University of Colorado. 
The team was made up largely of aca­
demic and Government experts in 
space technology.

The United States now dominates the 
world market in communications sat­
ellites because of the success of such 
industry giants as Hughes, TRW Inc. 
and the Loral Corporation. Hughes 
built the first high-flying communica­
tions satellite, which was launched 30 
years ago this week, and now wins 
about half of all international competi­
tions for new satellites.

About 120 civilian communication 
craft now orbit the globe at an altitude 
of 22,300 miles, hanging motionless rel­
ative to the ground as they relay televi­
sion, radio and telephone signals and 
more and more computer data.

The report said the United States 
still holds the lead in five of 19 ad­
vanced technologies that will play im­
portant roles in the next generation of 
communications craft, including pro­
cessing and transmitting data at very 
high speeds, and was tied with Japan 
and Europe in five other technologies, 
including antennas, electric propulsion, 
communication links between satel­
lites and on-board control systems.

But it said the United States lags in 
nine technological areas, including ad­
vanced batteries, solar-power arrays, 
positioning systems and solid-state 
power amplifiers.

NASA is preparing to study some of 
these 19 technologies in its Advanced 
Communications Technology Satellite, 
a $600 million craft that has been under 
development since the late 1970’s. It is 
now sitting in the space shuttle Discov­
ery at Cape Canaveral, Fla. The 
launching of the Discovery has been 
halted twice in the last two and a half 
weeks because of technical glitches.

While not explicitly calling for a larg­
er Federal role, the report said an 
expanded research effort would help 
the United States “maintain its indus­
trial leadership and recover from the 
effects of its slipping advanced technol­
ogy base.”

tHc PfitSIOEKl HAS SEEM
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predate the start of the administration As 
Clinton t^^d

money in one area with suggestions “to mt 
spendmg elsewhere. For eSie he nrS 

poses to pay for the more generous House 
version of the earned income tax credit

lobbying members of Congress, which is

evidence that a problem exists r ' 
amount to little more than counting how

Instead of going public with his criti­
cisms, though, Mr. Greenstein quietly cir­
culated it among the many White House 
officials with whom he retains close ties. 
Administration officials say the critique 
eventually reached Mr. Clinton, who or­
dered Mr. Greenstein’s criticisms taken 
into account when the tax credit provision 
was redrafted - and who expressed grati­
tude that Mr. Greenstein had resisted the 
temptation to generate “a good story" over 
the matter.

In the post-industriai 

age, it thus becomes more 

necessary to measure hu­

man progress subjectively. 

terferences with markets and human 
rights is made up of a lot of post-industrial

InTS °?-th:;presidential transition team 
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National

which is
(He says he spends "a modest amount^of 

een-

difficult to clearly define the costs when 
regulation goes off track onto mindless, 
counter-productive and coercive paths as I 
have recently argued has been the case 
with much "environmental” regulation. 
The self-interested army behind these in-

PRESJOEMT HAS SEEN 

lA db
"He’s one of the most creative policy 

analysts in the country,” says University 
of Chicago sociologist William Julius Wil­
son, an influential poverty scholar. "When 
he reaches conclusions, they’re backed up 
by systematic evidence."
Prefers House Version

In the debate over the earned income 
tax credit, Mr. Greenstein starts with a 
clear preference for the administration’s 
and the House's S28 billion expansion

By Timothy Noah I— 
And Laurie McGinley

Vu'/ Rrportrrs g/The W m i Sthket Journal 
WASHINGTON - A Capitol elevator is 

an unlikely spot for a legislative strategy 
session.

But when Rep. Charles Rangel, a key 
member of the House Ways and Means 
Committee, found
himself thrust to­
gether with Robert
Greenstein of the
Center on Budget
and Policy Priori­
ties the other day,
the conversation
turned quickly to
the fate of the ex­
pansion of the
earned income tax
credit, a major pro- O
vision in the mam- o
moth tax bill being ®
negotiated by the Greenstein

House and Senate.
Mr. Greenstein is the godfather of the 

plan to expand the tax credit, which is 
designed to reward low-income families 
for participating in the work force and 
which is an issue of intense interest to Mr. 
Rangel. But more than that, the New York 
Democrat says, he is a valuable go-be­
tween, both "talking with members of the 
administration that are going to influence 
i his decision and sharing with us what they 

. are saying” and providing "a better 
understanding of where our support is” 
unong members of the conference com­
mittee.

All but unknown to the public at large, 
Mr. Greenstein is one of a handful of 
nitsiders who are key players in the knotty 

House-Senate negotiations. Indeed, the lo­
quacious Mr. Greenstein, who makes S85,- 
I'dii a year as director of the nonprofit 
think tank, has the kind of influence that

Advocate for the Poor, Respected on All Sides,

Secures a Pivotal Role in Expanding Tax Credit
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predate the start of the administration As 
governor of Arkansas, Mr. Clinton iJSted 
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alter h s group produced a report criticiz­
ing Arkansas’s tax treatment of people 
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same-day

everyone cares about the environment. 
Promoting "environmental” causes thus 
becomes a good way to make a living. 
When their efforts are not based on any 
evidence that a problem exists, they 
amount to little more than counting how 
many holes it takes to fill the Albert Hall. 
Taxpayers and consumers get their 
pockets picked.

In a post-industrial society, where peo­
ple have no direct sense of how much

i - ii

»aiuv.

The economic costs of government reg­
ulation, along with whatever benefits it 
might have, also are socialized. Thus it is

proposal over the Senate’s more modest 
S18.3 billion expansion. Treasury Secre­
tary Lloyd Bentsen predicted over the 
weekend that the final compromise would 
end up somewhere around $18 billion or $19 
billion, although the Congressional Black 
Caucus is holding up for a few billion 
more.

Mr. Greenstein’s understanding of how 
the Washington game is played tends to 
win him respect even from business lobby­
ists who don’t necessarily share his 
agenda.

“Greenstein is effective because he’s 
perceived as doing his homework, and he 
also understands politics,” says Mark 
Bloomfield, president of the big business- 
backed American Council for Capital For­
mation. Adds Dave Johnson, a former 
Republican Senate staffer who is now with 
Capitol Associates, a government-rela­
tions firm that represents corporations and 
nonprofit health-care groups. “He’s even- 
handed; he's equally willing to damn or 
praise Republicans or Democrats, depend­
ing on what they say.”

Under President Clinton’s proposal, the 
earned income tax credit would for the first 
time be available to some childless low- 
income people, and most important, would 
insure that a family of four headed by a 
full-time wage-earner would not fall below 
the poverty line. (That assumes, the center 
notes, that the family is receiving food 
stamps and that the minimum wage is 
indexed for inflation, as President Clinton 
proposed during his campaign.) The Sen­
ate bill, though, excludes childless 
workers.

Although the tax credit provision’s no­
tion of rewards for work generally appeals 
to conservatives, some question the wis­
dom of the huge increase Mr. Clinton-and 
Mr. Greenstein-are pushing. Marvin Kos­
ters, director of economic policy studies at 
the American Enterprise Institute, criti­
cizes expanding the credit to include those 
who make as much as $28,000; that’s only 
about 20% less than Mr. Clinton’s $35,000 
salary as governor of Arkansas, he notes. 
Fear of Disincentives

Mr. Kosters also argues that the ex­
panded credit could encourage those who 
are in the phase-out range to work less in 
order to continue receiving the full credit. 
Mr. Greenstein replies, though, that any 
work disincentives at the upper end are 
minor compared with the substantial in­
centives for low-income people to work.

Mr. Greenstein assumed his key role in 
the present deliberations in part because 
he was willing to criticize the administra­
tion’s original tax credit proposal. When it 
came out earlier this year, his organiza­
tion produced an analysis complaining 
that it favored people earning more than 
$20,000 a year at the expense of those who ' 
earn less.
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We’ve got a new

What's inside . . .

DJUUKIt*'

With this issue, CPSR 
takes on a new look. We 
would appreciate your 
comments and «
suggestions. Send us 
email at cpsr@cpsr.org or call the 
National Office at 415-322-3778.

Imagine a job search in the early 21st 
century. You go to your “home 
information appliance,” which is your 
portal to the “national information 
infrastructure.” You log on to a database 
of jobs available and the database 
interface walks you through a series of 
questions about what sort of job you’re 
looking for, what your qualifications are, 
where you would like to work, and what 
sort of salary you expect. After a few 
moments, your screen displays a list of 
jobs that match your criteria. The data 
include the names and postal and e-mail 
addresses of the people to whom a 
resume should be sent. You select all the 
names, and then call up an electronic 
copy of your resume. The document is 

transferred instantly to the company 
representatives.

A couple of days later you get a 
message in your electronic mail to 
contact the personnel office of one of the 
companies that received your electronic 
resume. You speak by voice with an 
automated appointment scheduler, which 
offers you an interview appointment at 1 
p.m. The appointment will be by video, 

reports the scheduler. At 1 p.m. you are 
sitting in a comfortable chair in front of 
your home information appliance, having 
cleaned up the room a little beforehand. 
On your wall screen appears the 
interviewer, who thanks you for the 
resume and opens the interview with 
some small talk. The interview is for a 
job creating multi-media products. 
Eventually, when the interviewer get 
down to talking about the job, she wants 
to see some of the work you’ve done. 
You open a secondary screen and start to 
display some of your best work—an

✓ Digital Demigods 

what the N.I.I. could 
mean for librarians 
Page 5

look!

The National Information Infrastructure : 
A Public Interest Opportunity ---------------------------

Gary Chapman & Marc Rotenberg 
CPSR Staff 

interactive training film, perhaps, or part 
of an electronic book that sold 
reasonably well. As your work is 
playing you are describing the best parts 
to the interviewer in a running 
commentary, while the two of you 
exchange subtle looks over the video 
link. There’s a part in the book that you 
have to warn her about, when the volume 
goes way up and there’s a nearly 
subsonic “explosion”—sometimes it 

rattles things.
Eventually the interview is over and 

the interviewer asks if you have any 
questions. You ask if it’s possible to 
find out more about the company, what 
the place looks like, who works there, 
and what sort of compensation and 
benefits package might be offered. The 
interviewer punches a few keys and a 
menu comes up on your screen offering 
you a selection of choices for finding out 
more about the company. The 
interviewer says thanks and good-bye, 
we’ll contact you. She fades out and the 

menu stays on the screen.
You choose a short video on the 

company’s history. When that’s over 
you look at an interactive, hyper-video 
tour of the company’s facilities. A little 
too slick, you think. Things are never as 
clean or as cheerful as they look in such 
packaged presentations. But the 
interviewer has offered you the chance to 
speak to some of the employees, people 
you might be working with. That’s a 
good sign. You send a couple of them e- 
mail messages and their computers help 
find a time that you can speak to each 
other, over the video link of course. The 
appointments are automatically entered 
into your on-line datebook. Finally, the

✓ Welcome to the Gray Lady

CPSR's Annual Meeting 
in Seattle, October 16-17. 
Page 13

✓ CommunihlC

In Action

The Seattle Community
Network Page 8
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Aftermath of Travelgate: Picking Up the Pieces ;
a GSA Official Is Heading Up Efforts lu Improve Travel Management Practices at the White House
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ResFAX On-Site Module Is Unveiled
BY RIK FAIRLIE i
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Brazil Agency Purchased by Amex
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fun. but Jai-lc Williams said it's 
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This, said Al'S president nationwide Perelman said. Cit- 

Si’th Perelman, puts more con ing conijietitive reasons, he de- 
I cllned to name the service.

Once the agency’s ResfvW 
soft wan* receives the rncssngc 
it accesses Sabre and searches 
the data base for flights and 
lares that meet the specified 
parameters.

ResFAX Can provide up to 4!)

quickly set up a travel manage­
ment operation for the White 
House to handle travel by

NEW YORK — Automated 
1 ravel Systems here has devel­
oped an add-u.i module to its 
Real’AX piuduvi dial pel mils 
corporate clients to hook iravel 
anytime via a personal comput­
er.

The product, called KesEAX 
On-Site, is essentially a fusion 
of computer messaging soft­
ware used at the corporate site 
and ResFAX. a fax honking 
program for Sabre agencies 
that was released Iasi year.

Because the On-Site module 
automates lite faxing of flight 
options, reservations can now
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Williams tsatd he met with I 
rcpresenlalivcs of the White i 
House and it was decided to | 
nindih- an exiviing eontnus dial 
American Express lias to serve 
the state I Xi«rtnicnt to include 
the Wliitv 1 louse s travel needs.

In an arrangement thai in

T I

for the piggybacking scenario i 
but tlw Amirican Express-Stale 
Department contract wasclxi- 
sen because the agency was 
Considered able to liumijr cer­
tain requirements, including 
moving larja* numbers of trav­
elers at one time.

"Our primary incus was to 
ensure that White House offi- 
Continurd t>u rapt 30

in sh:<iglitcn out the situmkm
and Io look for a permanent so­
lution when World Wide pulled
mil. Slid that 111!' While Homu-
us least from his perspective, is
just like any other custvmvi.
another procurement project
to oversee. ........ ___________

The GSA was asked to considered temporary. Anieri-

I

' pi « — 1 x

is to upgrade the White House's travel operation outlined. Page 29. * ResFAX developer introduces 

ated client booking system. Page 29. •; Travel attorney discusses predatory pricing lawsuits. Page 30.

NEW YORK - American Ex- i ~ .-------- -- ------------------------------------- ---------------------
press has acquired lor an ; American Express plans to concentrate more 
undisclosed price virtually all , .
the business travel operations i on South America because business demands

i m Koniik-Franstur, one ol
I Brazil s largest agencies.

The acquisition covers Kun |

The product is essentially a fusion of 

computer messaging software used by 

tinvelers and the ResFAX booking program.

el. estimated al $1 million in 
annual air volume, with three 
agents and an on-site manager. 

Till- agrwment calls for 30- 

day renewal options.
A GSA stalk r. with occasion­

al assistance from ollu-rs in the 
office, is booking the charter 
jaess flights.

B.v piggybacking on the 
! 'state ik-partment account, the : 
I GSA was able lo get the While > 
i House travel operation up and ■ 
I raining‘the Monditv ulUT th' ! 
i Friday they called us with the 
I request," Willi,uin> said.

He said oilier contracts with 1 
that uses local phone numbers j agencies were also coiiskivred |

II 1 1 - -4. 1

BY IRAN GDI.DEN ‘ ‘S"’'''-
......................................... - - - - - versia] firing of tile White House
WASHINGTON — Stepping 1 ravel Office staff over alk ged
into a political hornet’s nest financial mismanagement,

L i....... , World Wide Travel of IJttk-
Rock. Ark., which had luuidleci

| travel tor the Clinton cam-
It was Williams, assistant re ; paign, was asked by White

gionai administrator for (lie Fed- House officials lo serve the nc-
eral Supply Service arm of the count on an interim basis but
General Services Administra- hastily withdrew following
tion, who was put in charge of charges of cronyism.
getting a travel agency into the Williams, who wnc called in I -.'biffcrs and prr*s chartci s.

uul at llie dienl’x fingertips.
The traveler uses a menu-

driven mask formal to enter a
lax number and flight informa­
tion such as city pairs, travel
dates and airline preference.

The software dials into the
agency's KesFAX system j 1 ______r .

be accomplished without agent i through r. computer service I Continued o>t Page 30
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muter/regional 
, hy fhe Tnnsp

Q: My agency's big com­
petitor keeps offering preda­
tory rebates to lure awty my

to win, er

will govern not ody yvur suit bu

i# Co
• You would have prove —again by expert testii 

the axnpetitor’s jredMtry pricing poses “a dangen 
ty of actual mooopotaatkxf of the nwiget

ticket using

a jury tn award you mflfcons of dollars in dtm^eo.

UPDATLR II S I N r s s TRAVEL

NEWS

DIGEST

rebates are below an “appropriate measure" dyoun 

costs.
This akne is difficult because the court may hole 

propriaie measure is the incremental or variable cos 
one sen account, as opposed to higher avaage cor

I
I

Afar* AstmA, baatd w» VfbsUMgton, u m ottonuy s 
tmtllau

‘Our primary focus 

was to ensure that 

[travel] was 

promptly and 

properly handled/ 

— GSA manager 

Jack Williams

Travel by the president and 
vice president is handled sepa­
rately by the Air Force.

An internal White House re­
port dated July 2 said the ad­
ministration had erred in the 
firings and in urging the FBI to 
investigate the employees.

pricing caee that Continental and Nor 
t American in federal court.

ResEAX Developer Releases Automated Booking System for Tr.
ContiHtudjr&m Page 29 i “

possible flight combinations, traveler.

Travclgaic Aftermath: 
GSA Standards Applied

Hotels

Th® owner* of Renais­
sance Hotels & Reaorta, 
which earlier this year ac­
quired Stouffer Hotels 
from Nestle SA, la com­
bining the management 
of the two chains. Each 
will retain its own identi­
ty, an official said.

Page 29 
cial travel as of that Monday 
was promptly and properly 
handled like it is handled for 

travelers,"
The Rowing is aiu of a series 
offontms that examine legal 
Questions afjhcting the corpo­
rate travel field.

and faxes a confirmation to the I compatible PC using a 386 mt 
I croproccmor or faster, modem

In other words, yai would have to show that, with 
competitorwould akeady be wdl on the way to a mo 
corporate tiwd Uckkms in your area.

The good news w that if you can prove d of ths v

Predatory Pricing 
Very Tough to Pre

• If you get thia hr, you then have to prove that yc 
tor has a "raaaonable prospect of nxxMxng te invc? 
towamt pricing."

This means that you must show that your asena 
departed from the psrticutar marketplace and than 
the market, the competitor could have towered its i 
dentiy to axnpename k tr the amounts expended 
pettovcKhsau,

• %u would have nrove —again by expert testu

is called Brooke Group Ltd. v. Brown & WUhanw 
Corp.

TheBroolwa
ant predatory pr

While it has always beat hard far the plaintiff t 
predatory pricing sots, the Supreme Court has addo

gin service on Aug. 9 
with routes to Milwaukee 
and Madison. Wis., 
South Rend, Ind., and 
other points in the re­
gion.

Tedmotogy
ThsFbwtETDNs

San Diego-based Mail 
Boxes Etc. printed the 
first customer ticket ever 
generated via andectron- 
ic ticket delivery network 
on July 20, the firm said.

Eight days eartier, Air- 
fine Computenzad Tick, 
eting in Houston printed 
an ETON 
test stock.

Williams oaid travel agencies 
had been contacting the GSA 
about the account

And he said he expects a lot 
of interest from agencies when 
it is put out to bid.

Awarding the account will be 
part of a normal, full and open 
procurement procedure, likely 
including a pre-bid conference.

Williams noted that the 
While Houk 'has worked co­
operatively to make sure this 
thing gets running properly."

Bail
Tilt Jradn Returns 

Amtrak is bringing the 
X2000 tiltteain back for 
Metroliner service be­
tween Washington and 
New York this summer.

It win b® th® last 
chance to ride the high­
speed train in the U.S. 
before Amtrak returns It 
to Sweden in October.

Four White House staff mem­
bers were reprimanded for 
their handling of the matter of 
Uk firiugs.

As he considers the bid 
process, Williams said there is 
a chance the White Houk trav­
el account may be broken up 
or added to other government 
accounts.

Il i» also nut clear whether or

other federal 
Williams said.

The efforts, he said, have 
been laigdy suuxiwful.

As in other government con­
tracts. American Express is 
providing a management re­
porting package that Williams 
said was critical to the White 
House since a lack of proper 
lepujliiiK pioceduies »M 
blamed for some of the prob­
lems the previous internal 
White Houk Travel Office en­
countered.

“We knew that, in and of it­
self, would help the situation 
and provide ll>e repuiU you 
want in any sort of business 
operation." he said

Soon, Williams and others 
will begin to laying the ground­
work for putting the White 
House travel account out to bid.

He said the operation will be 
examined closely during the 
next several weeks in an at­
tempt to better understand 
White House travel needs.

He noted the White House is 
made up of several offices, all 
of which may have diffeieul 
travel requirements, and that 
he wsnts to know all the re­
quirements before putting the 
account out to bid.

“We want to take our time 
and do it right," he added.

The controversy began 
whon the Whit® Houce thio 
spring suddenly fired its seven­
person in-house travel office 
amid allegations of financial 
mismanagemenL

Officials later said five of the 
■even fired employees would 
be offered other jobs in gov­

ernment.
The travel office was not a 

travel agency but rather con­
sisted of government employ­
ees writing tickets by hand on 
a noncommissionnblc boaia.

not the charter portion of the 
travel will be added to the con­
tract.

While he has not received 
any telephone calls because 
his name has not appeared in 
pi int on lhe subject before,

corporate accounts. Since my 
compedUM* must be losing 
money on these accounts, 
can’t 1 su« far unfair oompeti- 
tion or predatory pricing?

ContiniMdfiwn Plage 29 

Airiines
Chicago Regioncd

Chicago Express, a new 
regional airline that 
hopes to serve Chicago’s 
Midway Airport, was 
deemed fit for con> 

1 service 
msportation

Department
The airline, which also 

joined ARC, plans to be-

ayear.
Perehtiati nhIi

ii ii :

new hurdles.
Yxir travel agency would here to prove three thin 
• You wculd hare to show through expert teatim
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THE DEPUTY SECRETARY OF VETERANS AFFAIRS

WASHINGTON

August 5, 1993

MEMORANDUM FOR THOMAS (MACK) MC LARTY

GI Bill, 50th AnniversarySUB J:

)

lershel W. Gober

We have submitted, a request to the Postal Service, copy 
attached, for a commemorative stamp.

Many of Americas past and present leaders credit the GI 
Bill with making it possible for them to receive a college 
degree and then succeed in life.

RECOMMENDATION: That President Clinton indicate to the
Postmaster General and Congress his wholehearted support for 
the commemorative stamp.

The GI Bill is one of the most important pieces of 
legislation in history. June 22, 1994 will be the 50th 
Anniversary of the signing of the Bill.
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Dear Mr. Postmaster General:

THE SECRETARY OF VETERANS AFFAIRS 

WASHINGTON

The Honorable Marvin T. Runyon 
Postmaster General
United States Postal Service
475 L'Enfant Plaza, S.W. 
Washington, D.C. 20260-6756

The GI Bill changed America. By 1947, veterans accounted for 49 
percent of college enrollment. American colleges in 1950 conferred 
496,874 degrees, which was a 162 percent increase from 1939. 
Management expert Peter F. Drucker noted the fundamental change in 
American society as a result of the G.I. Bill which "signaled the 
shift to a knowledge society." The program changed the entire 
concept of adult education in this country and started the greatest 
home construction boom in history.

June 22, 1994, will mark the fiftieth anniversary of the GI 
Bill, and a commemorative stamp would be a particularly effective 
way to note this historic event.

On June 22, 1944, President Franklin D. Roosevelt signed Public 
Law 78-346, the Servicemen's Readjustment Act of 1944, commonly 
known as the GI Bill of Rights. At the time there was little 
realization of the dramatic impact this legislation would have on 
the Nation. Now the GI Bill is generally recognized as one of the 
most significant pieces of legislation in American history. Author 
James Michener has suggested that it is one of two or three of the 
finest programs ever passed since the Constitution took effect. 
Michener went on to say "...veterans got first-class assistance in 
entering the job marketplace and, once settled, they helped 
revolutionize American business."

The guaranteed loans jolted the economy into a building boom 
which resulted in more than 5 million new homes. Within a decade 
"Levittowns," named for the originator of tract housing William J. 
Levitt, became the generic word for bedroom communities across the 
land. The lives of millions of Americans were enriched as they 
employed a higher level of education than their parents and 
experienced the pride of owning their own home.
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September 16, 1976, stated, ”... the impac 
American society cannot be underestimated.

I appreciate
your consideration of this proposal, and will be happy to provide

any

Jesse Brown

JB/cpd

2.
The Honorable Marvin T. Runyon

From an economic vantage point, it is a widely accepted fact 
that funds expended to train and educate our veterans are recovered 
several fold in tax revenues. Senate Report 94-1243, dated 

----- ”... the impact of the GI Bill on the
Hmeriudu ouk-xcuj ______ _ _______________For each dollar spent in
eduiationarbenefits7the''Federal Government has received from $3 to 
$6 in additional tax revenue from veterans whose education has given 
them increased earning capacity."

Fifty years later, the GI Bill continues its impact onAmerican 
society. Higher education and training and unequaled housing 
opoortunities have raised the standard of living for millions of 
Americans. Over 20 million veterans have received benefits for 
education and training under the GI Bill in its various forms, an 
investment by the American people of almost $61 billion dollars . 
More than 13 million home loans totalling more than $360 billion 
dollars have been guaranteed. The Montgomery GI Bill, as it 1s 
called today, has proven to be a critical factor in recruiting tne 
brightest and best" for our all-volunteer forces, the quality of 

which is unsurpassed.

I believe that a commemorative stamp is appropriate for an event 
of such significance in the history of_our Nation^^I^appreciate^

further information you may need in this regard.

Sincerely yours,
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GAO
General Government Division

August. 4, 199 3

Sincerely yours,

United States
General Accounting Office 
Washington, D.C. 20548

Mr. Thomas F. McLarty 
Chief of Staff 
The White House

__'hnny c. Finch
Assistant Comptroller General

Dear Mr. McLarty:

This is to inform you of our plans to review matters 
relating to the White House travel office. Congress has 
mandated this work in Public Law 103-50, which was signed 
by the President on July 2, 1993.

We plan to begin our work immediately. Our work will be 
carried out at the White House, the Department of Justice, 
the Federal Bureau of Investigation, the Internal Revenue 
Service, and other relevant agencies and organizations. We 
would appreciate your notifying the appropriate White House 
officials of our plans and designating a principal point of 
contact for our review.

If you have any questions, please contact Ms. Nancy 
Kingsbury, Director, Federal Human Resource Management 
Issues, on (202) 512-5074.

C_J<^hnny C\ Finch
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SENATOR PAUL SIMON, SPONSOR

o raise the license fee for gun dealers. ’z
i H

7^

Current law requires the Secretary of the Treasury to approve or deny 
applications for federal firearms licenses within 45 days of receipt of such 
applications. Further, if action is not taken within such period, an 
applicant may seek mandamus to compel the Secretary to act. The 45- 
day period has proven to be unrealistic since the time needed to 
conduct a thorough background check of an applicant and to determine 
whether the applicant meets all of the eligibility requirements for licensing 
routinely takes longer than 45 days. In order to ensure that licenses are

o Senator Moynihan introduced a bill earlier this year that we are 
including in this package as well. The bill would require 
dealers to certify that they are in compliance with state 
and local laws before receiving a new license.

This provision would strengthen the licensing provisions of the Gun 
Control Act by requiring, as a prerequisite to the issuance of a new 
license, that the business to be conducted is not prohibited by any state 
or local law applicable in the jurisdiction where the applicant’s premises 
are located. For example, to receive a Federal firearm license, a dealer 
would need to be in compliance with local zoning laws.

o drop the 45-day requirement for action on firearm dealer 
license applications.

GUN DEALER LICENSING REFORM ACT \>-
S. 496

This bill would raise the license fee for firearm dealers to $ 750. The 
current fees, $ 25 per year for pawnbrokers who deal in firearms and 
$10 per year for all other dealers, have remained unchanged since 
enactment of the Gun Control Act of 1968. The proposed new fees will 
help absorb the increasing costs of processing and investigating liceni 
applications and renewals. In addition, the increased fee will help to . 
discourage individuals from obtaining a dealer’s license merely to obtain 
personal firearms at wholesale prices or to skirt state and local laws. IT 
IS MORE EXPENSIVE TO JOIN THE NRA THAN IT IS TO GET A 
FEDERAL FIREARMS LICENSE!

'fkl 5 oc>



"Whoever, with knowledge or reasonable cause to believe that an offense 
punishable by imprisonment.. . exceeding one year is to be committed . 
. . ships, transports, or receives a firearm or any ammunition in interstate 
or foreign commerce shall be fined not more than $10,000, or 
imprisoned not more than ten years, or both," 18 §924(b).

o Criminalize the sale of firearms or ammunition when there is 
reasonable cause to believe the weapon will be used in a 
crime of violence.

S.496 extends the scope of this prohibition to cover all guns transferred 
between two individuals, not just those a dealer "ships, transports, or

Persons acquiring firearms for illegal purposes and for illegal 
firearms trafficking are known to receive shipments of firearms 
away from their place of residence. Taking delivery of firearms in 
this manner helps conceal the identity of the recipient. Our 
proposed legislation would help resolve the problem by requiring 
carriers to identify persons who take delivery of firearms.

Current law requires individuals to whom National Firearms Act weapons 
(e.g. machine guns) are transferred to be identified by photographs and 
fingerprints to ensure that the weapons may be lawfully received and 
possessed. Ironically, there is no similar requirement for individuals 
engaged in the firearms business of selling such weapons. This 
legislation would impose such a requirement on individuals doing 
business in these types of weapons prior to commencing such business.

identification from individuals who receive a firearm 
shipment.

o require identification (fingerprints and photograph) for 
individuals applying for a license to sell machine guns. 
(Currently, this is a requirement for individuals who are 
applying for a license to possess a machine gun, but not for 
those applying for a license to sell machine guns.)

Dealers must be held responsible for selling guns to individuals who are 
likely to commit crimes of violence. This bill would make it unlawful for a 
dealer to sell or otherwise dispose of a firearm if that dealer has 
reasonable cause to believe that the firearm will be used in such a crime. 
The term "reasonable cause" is found throughout the firearm sections of 
the federal code. For example, one closely analogous provision in the 
code states that:

*
t
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S. 496

IN THE SENATE OF THE UNITED STATES

A BILL

i

4

6

7

8

(1) by inserting “(1)” after “(e)”; and

(2) in paragraph (1), as designated by para­

graph (1), by striking to persons other than li-

103d CONGRESS 
1st Session

Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SECTION 1. IDENTIFICATION OF RECIPIENT OF FIREARM.

To amend chapter 44 of title 18, United States Code, to strengthen Federal 
standards for licensing firearms dealers and heighten reporting require­
ments, and for other purposes.

Section 922(e) of title 18, United States Code, is 

5 amended—

To amend chapter. 44 of title 18, United States Code, to 

strengthen Federal standards for licensing firearms deal­

ers and heighten reporting requirements, and for other 

purposes.

March 3, 1993
Mr. Simon (for himself, Mrs. Feinstein, Mr. Lautenberg, and Mr. Ken­

nedy) introduced the following bill; which was read twice and referred 
to the Committee on the Judiciary
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TALKING POINTS: GUN DEALERS LICENSING FEE AMENDMENT

THE PROBLEM

• In 1991, ATF issued 270 licenses a day, for a total of 91,000 new and 
renewed licenses that year. Only 37 of the 34,000 requests for new licenses 
that year were denied. Only 15 of the 57,237 requests for renewal licenses that 
year were denied.

• Generally, fewer than 10 percent of dealer applicants undergo an actual 
inspection in the form of a personal interview or an on-site visit. Once 
licensed, a typical dealer is audited by federal inspectors only once every 
twenty years.

• ATF spokesman Jack Killorin noted: "There is no question that illegal 
activity by [dealers] is a threat to the community. The volume of licenses has 
outstripped [ATF’s] ability to keep up" (Washington Post, December 12,1992). 
While the number of dealers has increased by 65 percent since 1980, the 
number of investigators assigned to inspect these dealers has decreased by 13 
percent.

• ATF relies primarily on a computer search to inspect applicants. 
However, since the ATF database does not include arrests and dispositions 
from many states, errors can be made. Moreover, the license application 
contains no stringent identification requirements, not even fingerprint checks. 
Applicants often get friends to file license applications for them; two years ago,

• Since 1980, the number of firearm dealers in this country has increased 
by 113,000 to a total of 287,000. That means there is 1 firearm dealer for every 
1,000 Americans, or 1 dealer for approximately every 290 firearm owners 
(Bureau of Alcohol, Tobacco, and Firearms, or ATF). The Violence Policy 
Center puts this into perspective when they note that there are more gun 
dealers in our country than there are gas stations.

• The number of license applications is exploding. In FY 92, ATF’s 
licensing center received an average of 2,900 applications each month. In 
December 1992, the number jumped to 5,200 applications. From January 
through April 1993, the center received an average of 6,000 applications each 
month. According to ATF, the escalating number of applications is primarily 
the result of minimal licensing standards and fees.
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THE AMENDMENT

• The amendment will raise the annual license fee for firearm dealers to 
$375. Currently, the federal firearms statutes impose an annual fee of $10 on 
federal licensees. This figure has remained unchanged since the enactment of 
the 1968 Gun Control Act. It is more expensive to join the NRA than it is to 
get a federal firearms license.

• ATF estimates that an increase in license fees to $375 would reduce the 
total number of firearm dealers from the current 287,000 to somewhere 
between 40,000 and 70,000. The proposed user fee would enable ATF to do 
thorough computer checks, as well as to conduct on-site visits and background 
checks for every applicant. It would also enable ATF to investigate every 

dealer at least once a year.

• Only about one-quarter of all federally licensed dealers are actually 
storefront businesses (ATF). Out of the remaining three-quarters of all dealers 
who operate out of their homes, ATF estimates that a majority of these 
"kitchen-table" dealers acquire a license in order to buy guns in bulk at lowered 
prices and to skirt state and local laws such as waiting periods and other 

restrictions.

• The proposed fee increase will discourage individuals from obtaining a 
dealer’s license for illegal purposes. The current system encourages people to 
file applications even if they have no intent to actually engage in a firearms 
business. Licensees often acquire firearms at wholesale prices for their 
personal use; in a recent sampling of gun dealers, 73 percent had conducted 
fewer than 10 transactions in the preceding year. Licensees also obtain licenses 
to circumvent state and local laws that impose restrictions on firearm 

• The proposed fee increase will ensure that firearms licensees and 
customers, not taxpayers, bear the full burden of the program’s costs. The 
current $10 fee does not even cover the costs of processing paperwork and 
issuing a license. Moreover, since federal law imposes various regulatory 
requirements on licensees, American taxpayers currently pay for the rising costs 
of background investigations and periodic inspections.

ATF officials approved applications for two dogs (Washington Post, May 8, 

1991).



acquisition; restrictions such as waiting periods and the Virginia one-gun-per- 
month rule do not generally apply to transactions between dealers.

• Investigation of firearms licensees is highly effective. In February of this 
year, the ATF implemented an initiative to contact every firearms license 
applicant. Approximately 19 percent of new license applicants who were 
directly contacted by field inspectors withdrew or abandoned their applications. 
Over a period of three months, increased efforts by ATF’s licensing center 
resulted in 3,620 new and renewal applications being withdrawn, abandoned, 
or voluntarily discontinued. Unfortunately, without the additional revenues 
sought by the amendment, this program must be cancelled.

• This amendment is supported by the Fraternal Order of Police and the 
International Brotherhood of Police Officers. It is also supported by the 
National Alliance of Gun Stocking Dealers (which represents store-front 

dealers) as well as the ATF.



DANGERS OF LICENSED GUN DEALERS

• From February to June in 1990, Detroit "kitchen table" dealer McClinton 
Thomas ordered hundreds of handguns, and sold them off the books, 
including 90 guns to a "big-time dope dealer." [Violence Policy Center]

• 22-year old gun dealer Sam Miller, a convicted drug dealer and felon, 
sold guns, including at least ten high-powered semiautomatic pistols, to 
teen-age members of Boston’s inner-city gangs. Yet Miller’s convictions 
were not forwarded to the FBI’s National Crime Information Center; thus 
nothing on the computer suggested that he was a felon. [Boston Globe]

• During a six-month period in 1990, Gustavo Salazar, a federally licensed 
gun dealer in Los Angeles, purchased more than 1,500 guns which he sold 
to gang members and other individuals. An ATF check on 1,165 of these 
handguns showed that only four ,had been registered under California law. 
[Violence Policy Center]

• A firearms dealer in Texas falsified his records to conceal the diversion 
of over 2,000 firearms to a Mexican national who is a major firearms 
trafficker. [ATF testimony]

• Josh Lee, a federally licensed dealer in Orange County, California, 
supplied guns to the Fourth Reich Skinheads, who were plotting to kill 
Rodney King and blow up the First African Methodist Episcopal Church in 
Los Angeles. ATF spokesman Jack Killorin opined: "If... you want to put 
down on your application ’American Nazi Gun Shop,’ we have no ability 
under the law to shut you down." [Los Angeles Times]

• A firearms dealer in North Carolina provided between 6,000 and 10,000 
handguns to the black market after altering the serial numbers of the 
handguns. Several of the firearms have been recovered from convicted 
felons, drug dealers, and a firearms trafficker in New York City involved with 
Pakistan Nationals. [ATF testimony]

• James Boyd, a gun dealer and Los Angeles County sheriff’s reserve 
deputy, falsified firearms forms and sold handguns to a citizen of the 
Philippines who smuggled the weapons out of the country in microwave 
ovens. Boyd worked with Willie Harris, a convicted felon, who allegedly 
sold weapons to Los Angeles gang members. [Los Angeles Times]

• Carroll Landis Brown, a federally licensed dealer in Baltimore, sold more 
than 300 handguns, fewer than half of which were properly recorded, and 
at least 14 of which have turned up at Baltimore crime scenes. Brown took 
out classified ads in the Baltimore Sun, advertising the semiautomatic 
pistols. [Washington Post]

• More than a dozen federally licensed dealers in Detroit have been 
charged with providing more than 2,000 firearms to criminals in the city. 
[Violence Policy Center]

• Two Miami gun dealers sold machine guns to operatives of the Medellin 
cocaine cartel, and an Ohio dealer shipped weapons to the Irish 
Republican Army. [Washington Post]

• Federal firearms licensee David Taylor, a Bronx man with a long record 
of misdemeanors and an indictment for murder at the age of 16, ordered 
more than 500 guns from Ohio, which he sold to New York City drug 
dealers. [New York Times]
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dence. Therefore, we can be 95 percent certa 
and 31 percent of all dealers have commercial

DEPARTMENT OF THE TREASURY
BUREAU OF ALCOHOL, TOBACCO AND FIREARMS 

WASHINGTON. D C 20226

Honorable Paul Simon
Chairman
Subcommittee on the Constitution
Committee on the Judiciary
United States Senate
Washington, DC 20510

Dear Senator Simon:

This is in response to your inquiry of July 23, 1993, in which 
you asked for our evaluation of how many current Federal firearms 
licensees are actively engaged in the business of buying and 
selling firearms, for which a Federal firearms license is 
required.

Fortunately, we recently completed a study specifically designed 
to answer such questions. A statistically valid random sample of 
400 licensed firearms dealers (Type 01) was selected.
Inspections commenced in fiscal 1992 and the last were completed 
earlier this year. The rates of occurrence of specific findings 
can be projected to the entire Type 01 licensed firearms dealer 
population. Projection of findings results in a precision rate 
of plus or minus 5 percent with a confidence level of 95 percent. 
We are enclosing a full report of this study, entitled "Operation 
Snapshot," for your information.

Use of commercial premises is one indication of actual engagement 
in the business. However, we recognize that there are some very 
active dealers who do work from their homes. On the other hand, 
a firearms business may also be a very small or incidental part 
of operations at a commercial premises. In the sample^2 6^^^ 

percent of

in the business. However, we recognize that there are some very 
active dealers who do work from their homes.

_____ , In the sample, 26 
percent of the dealers operated from commercial premises rather 
than from a residence. Therefore, we can be 95 percent certain 
that between 21 and 31 percent of all dealers have commercial 
premises. Based on 244,000 Type 01 dealers, we can estimate that 
approximately 50,000 to 70,000 operate from commercial premises.

Further, only 19 percent of dealers acquired more than 10 
firearms in the year preceding the inspection. Dispositions of 
more than 10 firearms were recorded for only 20 percent of 
dealers. Inventory of more than 10 firearms was found for only 
16 percent of the sample. The lower range projection for all or 
these measures is 40,000 dealers.
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Honorable Paul Simon

June 17,

If we

Director

We expect that some of those using commercial premises and having 
annual activity levels of more than 10 firearms will probably 
abandon their licenses at the level of fees that have been 
discussed. However, we also expect most of the Type 02 licensees 
(pawnbrokers), of which there are over 10,000, to remain 
licensed. Similarly, the more than 2,000 manufacturers and 
importers would remain licensed. Using these numbers plus the 
more active dealers as determined from Operation Snapshot we 
conclude that at least 40,000 licensees requiring regular 
inspection will remain even after increased annual fees of $250 

or more are imposed.

Finally, you are correct in your recollection that I testified in 
favor of increased fees for Federal firearms licensees on 
June 17, 1993, before the House Subcommittee on Crime and 
Criminal Justice, Committee on the the Judiciary.

We trust this information is responsive to your request, 
may be of further assistance, please let us know.

Sincerely yours,
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July 26, 1993

Dear Senator Simon:

NATIONAL HtAOQUARTfR$, 2100GARDINER LANE. LOUISVILLE. KENTUCKY 40JO5

Honorable Paul Simon 
United States Senate 
Washington, DC 20510

DEWEY R. STOKES 
NATIONAL MtLIMNI

There arc approximately 220 ATF inspectors who conduct application and compliance 
inspections on the 280,000 dealers. It is apparent that at the current staffing level, ATF cannot 
inspect all firearms dealers to ensure their compliance with laws. Obviously, the volume of 
dealers would decrease dramatically with an increase in the fee to $375-$500 annually, thereby 
making the number of dealers more manageable to ATF.

In order to support ATF’s firearms program in conducting application and compliance 
inspections on firearms dealers, the $375-$500 annual user fees for FFLs should go directly to 
ATF. This enhanced funding would enable ATF to hire additional inspectors to ensure that no 
new or renewal FFLs are issued without contact made by ATF inspectors, which is essential to 
ensure the legality and integrity of all firearms dealer operations.

At the current rate, the American taxpayer is subsidizing the issuance of firearms licenses to an 
abundance of individuals who are, at best, minimally engaged in activities requiring a license. 
A recent study conducted by ATF showed that 74% of the licensed dealers are operating from 
their residences. Only 13% of the dealers bought or sold more than 50 firearms in a year. The 
cost of processing an application and issuing a license for dealers who engage in these minimal 
activities far exceeds the current $10 fee.

According to information wc have received from the Bureau of Alcohol, Tobacco and Firearms 
(ATF), there are currently in excess of 280,000 licensed firearms dealers in the United States. 
The primary reason for this excessive number of persons licensed to deal in firearms is the low 
fee currently contained in the Gun Control Act.

As you arc aware, the current fee for a Federal Firearms License (FFL) is a mere $10 annually. 
My organization encourages and supports the imposition of an annual user fee in the range of 
$375 to $500.

GRAND LODGE

FRATERNAL ORDER OF POLICE
NATIONAL PRESIDENT • 520 SOUTH HIGH STREIT • COLUMBUS, OHIO 43215.5605 

(614)221-0180
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illegally trafficking in firearms or the sources of firearms purchased by criminak

arose from

A $375-$500 annual user feel would reduce the current number of licensees (280,000)

operating from their•j • f vvuiviu VL/Vl.L1VI1J UlCirresidences, it would support the efforts of local law enforcement and zoning officials in

DRS.cch

Dewey R. Stokes
National President

‘ . — ** ci uiy. /Aimougn me neater nan an
cxtensiye arrest record, there were no convictions that would prohibit issuance of an FFL. 
Additionally, local ordinances did not prohibit operating a firearms business from a residence 
Although ATF is taking action in this matter, this instance serves as an example of a dealer who

Honorable Paul Simon 
Page 2
July 26, 1993

The increased fee will not affect firearms dealers that engage in the business as a primary 
source of income. In fact, these dealers would benefit from the reduced competition they are

to an estimated 40,000 to 70,000.

By directing the funds resulting from the $375-$500 user fee to ATF, all new and 
renewal FFL applicants would be inspected to ensure compliance with the law.

Since a $375-$500 user fee would virtually eliminate dealers

enforcement of their laws.

ATF has initiated several firearms programs to target those firearms dealers that are either 
illegally trafficking in firearms or the sources of firearms purchased by criminals. However 
neither ATF nor state or local law enforcement agencies have the resources to inspect and locate 
a’1 dealers operating outside the law. Recently, a firearms dealer operating from his residence 
in Tinley Park, Illinois, was the subject of numerous complaints from his neighbors for firing
weapons in the area. When local police investigated the complaints, the dealer refused entry to 

tth[eat^edJ° kil1 them if they attempted entry. Although the dealer had —

Prohibit operating a firearms business from a residence, 

may not have been inspected, except for the referral from local authorities^that 
citizen complaints.

In summary, we strongly support an imposition of an annual user fee in the range of $375 to 
$500 for issuance of Federal Firearms Licenses for the following reasons:

firearmsbusirresse^P^01  ̂ SUbsidizing 016 cost of establishing and maintaining

experiencing from people who are mere hobbyists, but licensed as dealers.

If you wish to discuss this matter in more detail, please call me at (614) 221-0180.

Sincerely,
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July 26, 1993

the Cun Control Act, the number of licensed dealers is 
approximately 280,000. From a law enforcement perspective, this

Obviously,

* * * *

The International Brotherhood of Police Officers encourages 
and supports the imposition of an annual user fee in the range of

Honorable Paul Simon 
United States Senate 
Washington, DC 20510

Dear Senator Simon:

$375 to $500 for issuance of Federal Firearm Licenses (FFL).

At the annual rate of only $10 that is currently imposed by 

INTERNATIONAL BROTHERHOOD OF POLICE OFFICERS fcvjfcxd

AFL/CIO

2011 Crystal Drive, Suite 206 Arlington, VA..22202 

703/979-0290 Fax 703/979-0294

I |

volume of licensed dealers is not only excessive, but is 
problematic in our effort to control crime. Additionally, with the 
current inspector staffing level for the Bureau of Alcohol, Tobacco ** 

and Firearms (ATF), their approximate 220 inspectors who conduct 
inspections of dealers cannot ensure that all 280,000 dealers are 

operating within the law.

Accordlng to a recent study conducted by the ATF, the vast 
majority of firearms dealers operate from their residences in 

quantities that indicate they have no intention of engaging in the 
business for support or livelihood. These dealers are merely 

operating as hobbyists.

There are several reasons for our support of an annual user 
fee in the range of $375 to $500, including:

* At the current $10 rate, the American taxpayer is 
subsidizing the issuance of Federal Firearms Licenses, obviously, 
the cost of processing, issuing and maintaining firearms licenses 

far exceeds the current rate.

* ATF currently has approximately 220 inspectors 
dedicated to the firearms program. A fee of $375-to $500 would 
reduce the number of licensees to approximately .50,000. __By 
directing tlie funds generated from the $375 - $500 user fee to ATF, 

all firearms dealers could be Inspected.

I
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of $375 to $500 for Federal

Firearms Licensees

incerely.

Kenneth T. Lyons
National President

Senator Paul Simon
July 26, 1993
Page Two

If you want to discuss this matter further, please feel free to 

call me at (703) 979-0290.

law enforcement and zoning officials would be 
forts to control the proliferation of dealers

* Local law enforcement and zoning officials wouio oe 
supported in their efforts to control the proliferation of dealers 
that do not meet state and local licensing and zoning requirements. 
Dealers currently operating from their residences would be greatly^ 

reduced, if not eliminated.

* A vast majority of firearms dealers who derive their 

discourage the abundance of hobbyists who negatively affect the 

operations and livelihoods of storefront-type dealers.

To summarize, we strongly encourage and support imposition of 

an annual user fee in the range of $375 to 
Firearms Licensees, and the direction of the resultant ^y^ds to ATF 
for additional staffing to ensure the integrity and legality of all 

firearms dealers.

If you want to discuss
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July 12, 1993

si

Bureau of Alcohol, Tobacco and Firearms 
Office of Compliance Operations 
Firearms and Explosives Division

> iiiil
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OPERATION SNAPSHOT

BACKGROUND

July 12, 1993

In an effort to bring the Federal firearms licensee population into 
perspective. Operation Snapshot was conceived. We needed to 
know who the average licensee was; what kinds of activities and 
how much of these activities he/she engaged in; and a whole host of 
other questions which, when answered, would provide us basic 

information relative to the firearms industry.

Given that our resources would not permit an inspection program that 
targeted each and every licensee, we developed a program that 
would provide us the information we needed based on a statistical 
sampling of the entire firearms dealer population. This program, 
when completed, would provide us information about Federal firearms 

licensees within defined degrees of accuracy.

Historically, we have based our inspection targeting on some 
assumptions that we have made about the entire FFL population. We 
assumed that the vast majority of licensees were residential dealers, 
but couldn't, with any degree of certainty, calculate how many there 
were. We suspected that a large number of dealers obtained their 
Federal firearms license but never engaged in the business 
contemplated by that license. It seemed that a significant number of 
dealers were found in violation of the GCA during our compliance 
inspections, but again, we couldn't quantify the results.

Since passage of the Gun Control Act of 1968 (GCA) there has been 
a steady increase in the population,of Federal firearms licensees 
(FFL's) in the United States. In 1968 there were about 87,000 
licensees. Today there are over 287,000. In 1968 we did not have 
sufficient resources to inspect all licensees; nor do we today. Given 
our current commitment of resources, we project that it would take 

over ten years to inspect each and every licensee.
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METHODOLOGY

CONCLUSION

July 12, 1993

As a result of the information gathered during the course of Operation 
Snapshot, we can now conclude, with a high degree of probability, 
certain characteristics about the Federal firearms licensee population 

in the United States.

In January of 1992 there were approximately 287,000 Federal 
firearms licensees, including manufacturers, importers, dealers, 
pawnbrokers, and collectors. Of that number, 244,042 licensees 
were dealers authorized to deal in firearms other than destructive 
devices. These dealers are commonly referred to as Type 01 dealers.

The rates of occurrence of specific findings, which are reflected in 
terms of percentages, can be projected to the entire Type 01 dealer 
population. The projections, based on a sample size of 400 dealers, 
will result in a precision rate of plus or minus 5%, with a confidence 
level of 95%. For example. Operation Snapshot inspections found 
that 26% of the dealers have commercial premises from which to 
conduct business. Therefore, we can project, with a 95% level of 
confidence, the true percentage rate of dealers having commercial 
premises will be between 21% and 31% of the total dealer 

population.

Using a software package designed for the task, ATF selected a 
random sample of 400 Type 01 dealers. Each dealer in the sample 
was inspected. ATF inspectors used a uniform workplan and 
questionnaire to ensure the accuracy of the information being 
gathered. In those instances where licensees had discontinued 
business, their records were examined at the ATF's Out of Business 

Records Center.
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LOCATION AND BUSINESS CHARACTERISTICS

•r

July 12, 1993

■ THE TYPICAL FEDERAL FIREARMS DEALER

- IS A SOLE OWNER
- IS A 45-YEAR OLD MALE
- HAS HELD A LICENSE FOR 7 YEARS AND 4 MONTHS

■ 85% OF DEALERS HAVE OTHER SOURCES OF INCOME OR 
EMPLOYMENT OTHER THAN A FIREARMS BUSINESS

■ 56% OF DEALERS HAVE THEIR BUSINESS LOCATION IN OR 
WITHIN 25 MILES OF A CITY HAVING A POPULATION OVER

100,000 PEOPLE

■ 74% OF DEALERS CONDUCT THE FIREARMS BUSINESS IN 

THEIR HOMES

■ 18% OF DEALERS ARE LOCATED IN COMMERCIAL PREMISES 

WHERE OTHER GOODS ARE SOLD TO THE PUBLIC (e.g 

sporting, hardware and general merchandise)

■ 8% OF DEALERS ARE LOCATED AT OTHER COMMERCIAL
PREMISES NOT ASSOCIATED WITH SALE OF GOODS TO THE 
PUBLIC (e.g., medical, real estate, insurance office, auto repair, 

beauty shop, etc.)
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BUSINESS VOLUME AND ACTIVITY

■ 8% OF DEALERS DID GUNSMITHING

■ 2% OF DEALERS HAD THEFTS

July 12, 1993

DURING THE 12 MONTHS PRECEDING THE OPERATION SNAPSHOT 

INSPECTIONS

■ 20% OF DEALERS DEALT IN HANDGUNS HAVING A RETAIL

VALUE OF LESS THAN $200

■ 3% OF DEALERS HAD DISPOSED OF FIREARMS AT

GUNSHOWS

■ 4% OF DEALERS DISPOSED OF FIREARMS ONLY TO

THEMSELVES

■ 7% OF DEALERS HAD MULTIPLE HANDGUN SALES (SALE OF
2 OR MORE HANDGUNS TO THE SAME PERSON DURING A 

5-DAY PERIOD)
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BUSINESS VOLUME AND ACTIVITY

FIREARMS ACQUISITIONS

■ 45% OF DEALERS ACQUIRED NO FIREARMS

■ 36% OF DEALERS ACQUIRED 1 TO 10 FIREARMS

jl

■ 13% OF DEALERS ACQUIRED 11 TO 50 FIREARMS

■ 6% OF DEALERS ACQUIRED OVER 50 FIREARMS

July 12, 1993

DURING THE 12 MONTHS PRECEDING THE OPERATION SNAPSHOT 

INSPECTIONS
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BUSINESS VOLUME AND ACTIVITY

FIREARMS DISPOSITIONS

■ 46% OF DEALERS DISPOSED OF NO FIREARMS

■ 34% OF DEALERS DISPOSED OF 1 TO 10 FIREARMS

■ 13% OF DEALERS DISPOSED OF 11 TO 50 FIREARMS

■ 7% OF DEALERS DISPOSED OF OVER 50 FIREARMS

July 12, 1993

DURING THE 12 MONTHS PRECEDING THE OPERATION SNAPSHOT 

INSPECTIONS
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BUSINESS VOLUME AND ACTIVITY

FIREARMS INVENTORY

■ 59% OF DEALERS MAINTAINED NO INVENTORY OF FIREARMS

July 12, 1993

k

■ 25% OF DEALERS MAINTAINED AN INVENTORY OF 1 TO 10

FIREARMS

DURING THE 12 MONTHS PRECEDING THE OPERATION SNAPSHOT 

INSPECTIONS

■ 6% OF DEALERS MAINTAINED AN INVENTORY OF OVER 50

FIREARMS

■ 10% OF DEALERS MAINTAINED AN INVENTORY OF 11 TO 50

FIREARMS
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INSPECTION HISTORY AND RESULTS

July 12, 1993

■ 9% OF DEALERS HAD PREVIOUSLY BEEN THE SUBJECT OF AN
APPLICATION INVESTIGATION BY ATF

■ 4% OF DEALERS COULD NOT ACCOUNT FOR THE
DISPOSITION OF ONE OR MORE FIREARMS

♦

■ 7% OF DEALERS WERE FOUND TO HAVE VIOLATIONS FOR
WHICH A FOLLOWUP INSPECTION WAS REQUIRED

■ 10% OF DEALERS HAD PREVIOUSLY BEEN THE SUBJECT OF A

COMPLIANCE INSPECTION BY ATF

■ 3% OF DEALERS WERE OUT OF BUSINESS BEFORE THE ATF

INSPECTION

■ 12% OF DEALERS SURRENDERED THEIR LICENSE DURING THE

ATF INSPECTION

■ 34% OF DEALERS WERE FOUND TO HAVE FEDERAL FIREARMS

VIOLATIONS
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STATE AND LOCAL LICENSING

July 12, 1993

■ 35% OF DEALERS ARE REQUIRED TO HAVE A STATE OR
LOCAL FIREARMS LICENSE BUT ONLY 6 OF 10 COMPLY

■ 65% OF DEALERS ARE NOT REQUIRED TO BE LICENSED FOR
FIREARMS UNDER STATE OR LOCAL LAWS



OVER 50 FIREARMS

11 TO 50 FIREARMS

13%

NONE—i
45%

36%

1 TO 10 FIREARMS

I( (

OPERATION SNAPSHOT
FIREARMS ACQUISITIONS 1 YEAR BEFORE INSPECTION

.(Dealers whose records or business could not be located are included in the NONE category.) 
. July 12, 1993



OVER 50 FIREARMS

11 TO 50 FIREARMS

13%

NONE—i 46%

34%

1 TO 10 FIREARMS

f

OPERATION SNAPSHOT
FIREARMS DISPOSITIONS 1 YEAR BEFORE INSPECTION

//
-7 AZ —7 
/TO /

w

. (Dealers whose records or business could not be located are included in the NONE category.)
July 12, 1993



OVER 50 FIREARMS

11 TO 50 FIREARMS
6%

10%

NONE 59%

25%

1 TO 10 FIREARMS

July 12. 1993

/ f

1

1

OPERATION SNAPSHOT
FIREARMS INVENTORY AT TIME OF INSPECTION
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08/13/93

TO:

The attached has been forwarded 

to the President.

the white house

WASHINGTON

DATE:___

THE VICE PRESIDENT
MACK MCLARTY
DAVID GERGEN 
GEORGE STEPHANOPOULOS

MARK GEARAN
ROBERT RUBIN

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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MEMBER

August 13, 1993

MEMORANDUM FOR THE PRESIDENT

-A<3ALAN S. BLINDERFROM:

SUBJECT:

ChangeClose 8/13/93

 

Close 8/6/93
-0.023.023-month bills 3.04

-0.145.725.8610-year bonds

-0.186.3530-year bonds 6.53

8.00

10—Yea- Securities
6.00

Feb 17

3-Month T—Bill*

+ + + +
FEB 93

Changes in Treasury borrowing rates over the 
week were as follows:

| 

§

14.00

I

2.00

Traaaury Security Yields Since November 
(Weekly Average)

i

EXECUTIVE OFFICE OF THE PRESIDENT 
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON, D.C. 20500

e-t-e- 
MAY 93

JL’

%b/

Interest Rates and the Stock Market, Week Ending Friday, 
August 13, 1993

0M I I I 
NOV 92

+H-4- I 
AUG 93

Election 
0^------ -

W-4-

i ft

Interest rates fell this week, with sharp declines at the Iona end. 
Thirty-year bond yields hit a new record low each day. The main 
news this week was the passage of the budget (to which markets 
reacted on Monday) and slightly better than expected PPI and CPI 
inflation reports. <  

The stock market closed higher for the week. The S&P index closed 
Friday (August 13) at 450.14, up 0.3 percent from the preceding 
Friday's close. The Dow Jones Industrial Average reached a record 
high on Wednesday, and rose 0.3 percent over the week to close at 
3569.65.
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August 13, 1993

MEMORANDUM FOR THE PRESIDENT

ALAN S. BLINDERFROM:

Foreign Economic DevelopmentsSUBJECT:

Percent change from:

+0.8%$1 = 1.710 DM$1 = 1.695 DMDeutschemark

-19.3%-2.4%$1 = 102.05 Yen$1 = 104.60 YenYen

+ 17.1%+ 1.0%95.2094.23

4
j

> UK industrial production fell 0.5% in June but was up 3.3% from a year earlier. 

Manufacturing productivity rose a sharp 6.8% for the year ending in June.

Japan: ► Wholesale prices fell by 0.1% in July and are down 3.4% from a year ago due to weak 

demand and the effects of the strong yen on import prices.

Value of the Dollar 

in terms of:

EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON, D C. 20500

Week Ending

8/6/93

Week Ending 

8/13/93

Multilateral

(March 1973 = 100)

Week ago Year ago 

+ 17.5%

Other Countries: The Mexican stock market surged 3.7% on Friday on news of the NAFTA 

agreement.

' I!'..- 
-

EMS: A second consecutive week of relative calm followed last Monday’s widening of the ERM 

bands. The DM rose late in the week and finished 1.7% higher relative to the French franc. The 

Bank of France announced that intervention led to a $31.4 billion decline in net reserves in the week 

ending August 5. The Bank of France cut its overnight lending rate by 75 basis points but kept other 

key rates unchanged. The Bank is expected to rebuild reserves before implementing more substantial 

cuts in interest rates that would lead to a depreciation of the franc.

Europe: ► First quarter French industrial output fell by 1.9%, following a 2.7% drop in 92:4. 

Second quarter non-farm payroll jobs fell by 0.7% from a year ago.

► The German economy continues to look weak. Unemployment jumped last month to 7.5% 

(from 7.0%) in the West and 15.3% (from 14.4%) in the East. Wholesale prices in the West fell by 

0.2% in July and were 0.7% below their level a year ago.

I

Exchange Rates: Despite repeated and aggressive intervention by the Bank of Japan, the yen rose 

sharply against most currencies and reached a new post-war high of ¥101.80 per dollar in Friday 

trading. The yen’s rise followed Wednesday’s announcement that Japan’s trade balance in July rose 

28% from a year ago. Several officials, including the Prime Minister, called for concerted G-7 action 

to stop the yen’s rise. Other than against the yen, however, the dollar continues to increase in value.
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August 14, 1993DATE:

Tim FlynnNOTE FOR:

Information

□Action

Thank you.

-

cc:

r

r
i

THE WHITE HOUSE

WASHINGTON

JOHN D. PODESTA 
Assistant to the President 

and Staff Secretary 

(x2702)

I

?

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

for your

1
<
I
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I THE WHITE HOUSE

WASHINGTON

August 11, 1993

Dear Gail:

Again, thanks.

Sincerely,

I
!

Gail and Joe Montuori 

801 Oak Lane 
Radford, Virginia 24141

Thanks so much for your birthday card and for 
sending The Silver Chalice. It was one of my 
favorite books when I was young, and I 
appreciate your kindness in sending me a copy.
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I THE WHITE HOUSE
<•

WASHINGTON

August 11, 1993

Dear Marissa:

See you soon.

Sincerely,

II

Happy Birthday! I hope you have a very special 

10th birthday.

Marissa Montuori

801 Oak Lane 
Radford, Virginia 24141

Thank you so much for my birthday card. It's 
very unique, and I think you are kihd to send 

it.
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DATE: August 14, 1993
«

NOTE FOR: Linda Lader

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

for your:

Information

□Action

I

Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

JOHN D. PODESTA 
Assistant to the President 

and Staff Secretary 

(x2702)
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I THE WHITE HOUSE
<•

WASHINGTON

August 10, 1993

Dear Stan:

Sincerely,

I
'J

Again, thanks for writing and for your 

continued prayers.

Thanks for your kind letter. I appreciate your 
prayers and your encouraging words.

forthright way. And while I regret that I 
missed your sermon, "Overcoming Obstacles to 
Inclusion," last Sunday, I do look forward to 
having an opportunity to read it if you'll 

share it with me.

I am glad to know of the Alliance's work and of 
your efforts to address this issue, in such a 
forthright way. And while I regret that I

Stan Hastey
Executive Director 
The Alliance of Baptists 
1328 16th Street, N.W. 
Washington, D.C. 20036
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July 30, 1993

President Gore. In addition, the treatment axrc 
Immanuel Baptist Church in Little Rock was both

1328 16th Street, N.W. • Washington, D.C. 20036 • (202) 745-7609 • FAX (202) 234-9139

A PT I ST S

Alliance
OF E

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

Dear Mr. President:

At the suggestion of our mutual friend and my Pastor, 
Everett Goodwin, I write concerning the following 

items.

demeaning and un-Baptist.

For our part, the Alliance of Baptists champions 
freedom of the individual conscience, freedom of the 
local congregation, and religious freedom for all 
citizens. These principles, along with four others 
enumerated in our Covenant, form the historical- 
theological framework for our group.

Second, I want to commend you for your openness to the 
serious questions raised surrounding homosexuality. 
Although most religious groups are yet lihwilling to 
deal with them, the Alliance is. For more than a year, 
we have had a Special Task Force on Human Sexuality 
dealing specifically with homosexuality and the church. 
Thus far, this panel has produced a bibliography of 
resources for churches affiliated with our group and 
others willing to deal honestly and seriously with the 

subject.

Two of our North Carolina congregations, Pullen 
Memorial Baptist Church in Raleigh and Binkley Memorial 
Baptist Church in Chapel Hill, were the churches that 
provoked the recent action of the Southern Baptist 
Convention to expel churches that "affirm" homosexuals.

First, along with many others, I was deeply offended at 
the actions of the Southern Baptist Convention m its 
most recent annual session concerning you and Vice 
President Gore. In addition, the treatment afforded 



A

4

2

Very respectful*f*V<

Stan Hastey Z

ours,

Hastey
Executive Director

Despite the lamentable trend toward authoritarianism in 
Southern Baptist life, the Alliance seeks to become a 
truly welcoming home for free Baptists in our day and 
to build bridges between ourselves and other Baptist 
bodies and the larger church.

Dr. Goodwin specifically has encouraged me to mention 
that in his absence from the pulpit of First Baptist 
Church on August 8, I will be preaching a sermon, 
"Overcoming Obstacles to Inclusion," that will touch on 
race, gender and sexual orientation as three primary 
examples of the divisions that plague our churches. 
Should you be in town and choose to attend First 
Baptist that day, I will look forward to meeting you. 
Otherwise I’d be pleased to send you a copy of the 
sermon.

Please know that I am among those of your supporters 
who believe strongly that your election signals great 
hope for our nation. I pray for you often, as well as 
for Mrs. Clinton and Chelsea, that each of you will be 
kept safe and well. And I pray for you, as I do for 
myself, that God will grant strength and wisdom beyond 
our own for "the living of these days" and "the facing 
of this hour."
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DATE: August 14, 19 93r-

¥5Information

□Action

Thank you.

cc:

f '*■

i

THE WHITE HOUSE
WASHINGTON

i

NOTE FOR: Marsha Scott
Ann Stock

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

I



I THE WHITE HOUSE
r-

WASHINGTON

August 11, 1993

Dear Kit:

Call when you come to town.

Sincerely,

I
I

Christopher C. Ashby
17 Side Hill Road
Westport, Connecticut 06880

Thanks for your letter and for sending the 
Georgetown Soccer schedule. I'd love to see 
one.

i
I

I
i

I appreciate your perspective on such a wide 
range of issues. We're working hard on the 
press criticism, and I agree that it's getting 
better.



I THE WHITE HOUSE
V

WASHINGTON

August 10, 1993

06880

Dear Kit:

I'd love to play

Call when you come to town.

Sincerely,

I
S

Christopher C. Ashby
17 Side Hill Road 
Westport, Connecticut

I appreciate your perspective on such a wide 
range of issues. We're working hard on the 
press criticism, and I agree that it's getting 
better.

/
Thanks for your letter and for sending the 
Georgetown Soccer schedule. Z' * '
sometime.
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Christopher C. Ashby

<■

July 30, 1993

/ I am writing Ann Stock a letter to continue a discussion we had in June on the lack of 
) technology she had available to her in her office. She was clearly very frustrated by the.. *.31

I
volume of work and the lack of resources to handle it properly. We discussed briefly 

what kind of office automation systems she had available, and it appeared pretty 

sparse. I thought perhaps I could help her design an office that if more productive, 
because I have bought a good bit of that type of equipment over the last couple of 

years. For instance, the White House's ability to answer all your correspondence could 

be automated, such that you could have customized standard response, and at the end 

of the day(month, year) you would know how many people thought which way on which 

issues. It would save you a pollster. I'll see what I can do.

1

I

Dear Bill,

First, I want to thank you and Hilary for allowing the class to spend our 25th reunion at 

the White House. I especially thank you for inviting the Ashbys to spend the night 
there. Amy had never had that thrill before, and it was a marvelous experience for us 

both.

Second, i want to tnank you for not resuming nuclear weapons testing. I was afraid it 
would go the other way. I can't imagine how we could control India, Pakistan, N. Korea, 
et al, if we are the first to resume testing. I read that 1993 could be the first year since 

1946 in which no nuclear weapons were detonated. Thanks very much.

You will find included a copy of the Georgetown Soccer schedule for next fall. 

Hopefully you, Hilary and Chelsea can join us for a game. As you know, next summer 

we will host the World Cup, and I assume you will go to some of the games. Come to a 

Georgetown game and we will teach you the vocabulary.

I read that you nominated John Gardner to be Ambassador to Spain. I saw him once 

with Winston Lord at the UN making a presentation on Changing Our Ways. Frankly, 

he seemed a bit like an old fashion liberal who doesn't really have a feel for people. 
Sort of central casting's version of a professor. I doubt that the Spanish will warm up to 

him. However, a relationship is not made by one ambassador, and I'm sure he will be 

just fine.

As I'm sure you've noticed, the New York Times has become rather positive for some 

reason. A few weeks ago in the Sunday paper they had a great article using the 

metaphor of a boat, captain and crew. I'm sure you saw it, but I was glad they seemed 

to be taking a different tact. Today there was a article about how fast you jog. Again, a 

subtle but hopefully important shift. Like most people, I only read one local paper, but 

perhaps the press in general is reacting more flexibly.
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And finally, I will add my 2 cents on Bosnia., like everyone else. It is of course, the 
major tragedy of our time, and probably of your Presidency. It is startling to see that the 
American people "have the battlefield brought into their living rooms" every night, and 

to their front door every morning, and do not react. How can we see such vivid 

portrayals of what is going on there and not feel that we ought to try to do something to 

stop it. I think your policy of arming the Bosnians and providing air support was exactly 

correct. I’m sorry you didn't push the Europeans harder to either accept it or be left out. 
Force them to use their Security Council veto and show the world the extent of their 
view of "self interest." I have a 20 year old son, and I have seen combat. Lord knows I 

don't want him to go to war. But I am embarrassed to see that my country doesn't care 

enough to do more than we have. Sofia, which I told you I visited in May, is 45 miles 
from Serbia. They believe that eventually there will be a Baltic war, involving them, the 

Greeks, and perhaps the Turks. We may not be able to appease the Serbs by giving 

them what they want in Bosnia.

Enough of that. I hope to be in Washington in the late summer. I'll call you before hand 
and perhaps we can get together. Hang in there, and If I can help in any way, please let 

me know.
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iJepartment nt Athletics

1993 GEORGETOWN SOCCER SCHEDULE

7:00 pmat UNC Greensboro9/4 Sat.

1:30 pm9/6 Mon. at. N.C. State

3:30 pmat Univ, of Maryland Eastern Shore9/8 Wed.

1:00 pmat Syracuse9/12 Sun.

3:30 pmat Mt. St. Mary's9/15 Wed.

1:00 pmVillanova9/19 Sun.

4:00 pmat Virginia9/22 Wed.

2:00 pm

3:30 pmUMBC

1:00 pmat Connecticut10/3 Sun.

1:00 pmProvidence10/10 Sun.

3:30 pmPhiladelphia Textile10/13 Wed.

7:30 pmat St. John's10/16 Sat.

3:30 pmAmerican10/20 Wed.

2:00 pmBoston College10/23 Sat.

2:30 pmTowson State10/27 Wed.

1:00 pmat Pittsburgh10/31 Sun.

2:30 pmSt. Francis (PA)11/2 Tues.

Big East Tournament Semi-Finals11/5 Fri.

Big East Tournament Finals11/7 Sun.

W'ashtnmn DC

9/25 SaL 

9/29 Wed.
VS
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Seton Hall


