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White House Gift Record

Gift ID: 3531 OO/jjr

DonoHnforrnation

Acknowledged By: Pending Bill Clinton draft letter

Comments:

Presented to President on the occasion of his visit to Brussels.

Gift Information

Intended: President Disposition: President to Retain

Total Gift Value: $25

: 01/18/94 
: 01/18/94

Location of Gift:
Sent to Residence - 1/18/94.

Description:
A silk Chrsitian Dior brand necktie.

Presented:
Arrival
Entered

Miss Caroline Unknown 
MACASA
Stephanie Square 
Chaussww De Charleroi, 2 
B-1060 Brussels,
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White House Gift Record

Gift ID: 353101/jjr

Donor Information

Acknowledged By: Pending Bill Clinton draft letter

Comments:

Presented to the First Family during visit to Geneva.

FamilyIntended:

Total Gift Value: $45

: 01/18/94 
: 01/18/94

Presented: 01/14/94
Arrival
Entered

Location of Gift:
Sent to the Residecne - 1/18/94.

Description: , , .
Three t-shirts in green, blue and white 
with "Clinton - Assad, Geneva, 
January 15 - 16, 1994" logo.

Gift Information

Disposition: President and First Lady (or 
First Family) to Retain

U.S. Mission Geneva . .
American Government Employees Association
Department of State
Washington, DC 20521
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January 18, 1994
<0*.

TO: JOHN PODESTA

John:

Last year Vice President Gore joined us and stayed a couple of hours.

gives more details.

as a copy, as der Maggie William^a Ann Stock. isa's is the
Of. SGTjfagr

Enclosed are some USAT clips re health reform, FYI.

Thanks, John, for any help you're able to give us.

ps.
t

1100 Wilson Blvd., Arlington VA 22234 703-284-6038 Fax:703-276-5548

Cheers, as always.

Bergen
on-Lyreedback I've hear<

Public Affairs and Government Relations 
Gannett Co., Inc.

f

t

It's really a stellar group...the top folks of the crowd who come into 
town for the Gridiron dinner that night...and I think it would be a 
great showcasefor the_Eirst Lady's push on health reform, etc.

I'm sorry to bother you with this, but it's truly important to my chairman 
he really hopes Mrs. Clinton will do this and I guarantee he'll make 

We get a diverse group of CEO's, media execs, Congress, 
governors.

Col'5

I

• • •
it work for her. 
ambassadors,

(047 /V—V .

My note to/Lisa Capjiter^gives more details. Lisa told our editor 
of USA TODAY.,—^etrer Prichard, that she would like her boss to do this 
one.

err

I'm looking for all the help, kind words in our behalf, that I can get fror 
folks,——dike you who know usand can^pn the benefits in such an event.

o
Because you know our Gannett crowd and John Curley, I wanted you to '' 
see Curley's recent invitation to Mrs. Clinton...to be the special guest 
and speaker at Gannett's Gridiron lunch on Saturday, March 19.

V t



November 22, 1993

20500

Dear Mrs. Clinton:

The nation-wide crowd would be thrilled if you could join us.

Sincerely,

John J. Curley

1100 Wilson Blvd., Arlington, VA 22234 (703) 284-6015

1

I'll be happy to give you any further information you might need and look 
forward to hearing from you.

JOHN J. CURLEY 
Chairman, CEO 
and President

Hillary Rodham Clinton
The First Lady
The White House
Washington, DC

On the Saturday of Gridiron weekend, March 19, 1994, Gannett will host a 
luncheon for 125-150 opinion leaders who will be in town for the annual 
Gridiron dinner that evening. We would be honored if you would be our special 
guest and speaker at the luncheon.

The event would go from noon - 2 p.m., with the reception taking the first 
thirty minutes, at Gannett's headquarters in Rosslyn. We hope you could do 
informal remarks, on subjects of your choosing, and take a few questions. I 
would work with your staff on any needed time adjustment to meet your schedule.

With your leadership in health reform, I hope that the audience might hold some 
appeal. The group will include the CEO's of major newspaper and other media 
companies, Congressional leaders, editors, on-air personalities, governors, 
representatives of the diplomatic corps, other Fortune 500 CEO's and, of 
course, some of our Gannett/USA TODAY executives. It's always a good, informal 
gathering, and I think you would enjoy it.



OGAhNETT

November 23, 1993

Dear Lisa:

Major Media CEO's:

Working Press/Editors such as Shelby Coffey, editor of LA Times

• f

Fortune 500 CEO's, such as General Motors

Some Cabinet and agency heads

1100 Wilson Blvd., Arlington, VA 22234 703/284-6046 Fax: 703/276-5548

Mimi A. Feller
Senior Vice President/Public Affairs and Government Relations

US News:
Media General:
W. Post
Cowles Media:
Belo:

Ms. Lisa Caputo
Deputy Assistant to the President and

Press Secretary to the First Lady 
The White House
1600 Pennsylvania Avenue
Washington, D.C. 20500

Congressional leadership and individual Members, such as Tom Foley, 
Fritz Rollings

Mort Zuckerman 
Stewart Bryan 
Kay/Don Graham 
David Cox
Robert Decherd

John Curley and I wanted you to know about the invitation (attached) 
that he just sent to the First Lady to be our honored guest and 
speaker at Gannett's Gridiron lunch on Saturday, March 19, 1994.

Ambassadors such as those from France, Canada, Eastern European 
countries. Also, Pamela Harriman joined us last year.

CNN: Tom Johnson
Hearst: Frank Bennack
Times Mirror: Bob Erburu 
Knight Ridder Tony Ridder 
AP: Lou Boccardi

Let me give you some idea of the audience, in light of past guests over 
the last few years:

FYI, the President has come to the lunch when he was Governor of 
Arkansas. And Mrs. Virginia Clinton Kelley joined us last year.

It will be quite an audience and hopefully would be a good opportunity 
for Mrs. Clinton to talk about health reform or whatever other issues she 
chooses. It would be her show and we would make it an enjoyable event.

Governors from various states, depending on who's coming to the 
Gridiron dinner ...such as Roy Romer, Colo., etc.



Please let me know if I can provide any further details.

7,

We've also had various attendees from the entertainment industry 
in general, such as Ken Burns, producer of Civil War documentary.

Well, this may be more than you want to know...but I thought you should 
have some background on the event. It will be held on the top floor of 
our Gannett building at 1100 Wilson Boulevard in Rosslyn.

Mimi Feller

The First Lady would be the highlight of out Gridiron lunches over the past 
several years. I've attached some clips from USA TODAY covering her 
health reform work. Gannett has 82 other dailies and ten TV stations, 
including WUSA-TV here in Washington. In fact, when Mrs. Clinton was in 
Huntington, W. VA. recently, she held up a copy of our Herald Dispatch 
there, to point out the health coverage.

Lisa, I hope we can make this work for Mrs. Clinton. In the past our 
speakers have included White House chiefs of staff. Cabinet officials 
and last year, Vice President Gore. Anything I can do to work with her 
schedule I will do...such as starting a bit earlier or later, having her 
speak before lunch starts, etc. Obviously, we would love for her and you 
to join us for the whole time, but that's up to you.



2A • TUESDAY. NOVEMBER 9. 1993 • USA TODAY

of President Clinton’s health-care reform proposal and
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Sees room for compromise 
with liberal and GOP plans

benefits package. Insurers 
could alter benefits in the pack­
age as long as the cost didn’t 
change, she said.

“We don’t see any way to ac-

By Judi Hasson
USA TODAY

Hillary Rodham Clinton said 
Monday there’s room for com­
promise on health reform, but 
not with fellow Democrat Rep. 
Jim Cooper.

The administration’s plan, 
the first lady said, has more in 
common with two others:

> A Republican plan, to be

Favor
Sept 26 L

Oct 10 t

Nov. 4 (

Opinion of the first lady

Favorable * —

Unfavorable » —

cause hardly anyone in Con­
gress is qualified to read one 

r'inzltr *’

First lady coming to terms on health
Majority back Clinton health-care plan
A USA TODAY/CNN/G«up PO.I shows a maprrty o< peopie approve ol Presidant CMon's healthcare relomt proposal and 

how Hillary Rodham Clinton is handling her role.

displays a copy of the president s health report. —- ■ • _________

But Cooper said her descrip- “Congress would vote ‘yes or 
tion of the role of insurers in ‘no.’ Our intention is to keep 

his plan “is completely inaccu- P0^ans out

rate.  -
not give insurers the right to

Desperately 
seeking Hillary

Someone working for Hil­
lary Rodham Clinton has a 
sense of humor.

On the walls of a confer­
ence room in the first lady's 
offices are a politician's usu­
al decorations.

There are photos of her 
with young people and old 
people; visiting hospitals 
and pushing health reform.

There are also pictures 
taken on Inauguration Day.

Then there’s a framed 
blowup of a classified per­
sonals ad. It reads:

“Hillary Rodham Clinton- 
type sought by single Jewish 
attorney. 31, who is bright, 
witty, sincere and cute.

“There’s nothing sexier 
than an intelligent, powerful 
and successful female who 
knows what she wants.”

Passas la f 24%

Pass with 
major changes

By Bill Sikes. AP ■ ^•1*^

SPREADING THE WORD: First Lady Hillary Rodham Clinton source, usa totay/cwup pc or 1.003 eduits taken Nov. 2-t. Margin or 
Hyo nrncirtAnfs hAflith rBOOTt. +/‘ 3 P0*1® 

is "open to discussion” on ev­
erything in its package except 
the bottom line: coverage of ev­
ery American with a compre­
hensive package of benefits. 

The first lady voiced con­
cern Chafee’s bill might 
prompt employers to shed the 
coverage they now offer, or to 
keep wages down to qualify for 
subsidies for low-wage firms. 

p- „ K  But she pointedly dismissed
introduced by Sen. John Cha- Cooper’s proposal, which 
fee of Rhode Island, that would doesn’t require employers to 
require individuals to buy buy insurance and would limit 
health insurance. It’s backed tax deductions to the value of 
by 23 other GOP senators. the lowest-priced plan.
► Another plan, offered by a Cooper, a Tennessee conser- 

group of 89 liberal House mem- vative, would bar insurance 
bers, pushing a “single-payer” pracfices such as refusing to in- 
system like Canada’s — in sure sick people. His plan 
which the government collects would let the marketplace ad- 
all the premiums and pays all just health costs by setting up 
the medical bills. purchasing pools to negotiate

The White House plan would the best fees — much like Clm- 
require employers to cover ton’s proposal, 
their workers. The unem- "I don’t know anyone who 
ployed would get coverage has looked at his plan who ... 
through a federal pool. believes it achieves universal

□inton said there’s room for coverage,” the first lady said 
a middle ground among the during a briefing on health- 
three proposals because “they care reform, 
are the only ones that recog- She said Cooper’s plan, 
nize the importance of achiev- which has 49 cosponsors from 
ing universal coverage.” both parties, would leave it to a

She said the administration national board to define a 

aA* r A

the tax on handgun ammuni-
And despite differences on tion. But she said the Ointon 

health-care reform, Cooper is plan doesn’t need any more 
scheduled to take an early money to finance h^lttt re- 

me M wy-s mornjngjeg wW.

hiSScompItaeni you can be The iM My also »o ™ ...... ..................-

^■1

form” unless there is universal benefits commission of presi-

age of benefits, Clinton said.

paid in politics. 1 think they are

er with us and we’ll have a ma- Moynihan, D-N.Y., to increase 
plan “is completely inaccu- puiiucimu, cnnm-ess ” *—*---------u.- He said his plan would 'ffiSSl

cornpfish the cost savings that change the benefits package.
have to be achieved for re- “We would have a national clinical!study^

form" unless there is universal benefits commission of presi- coopersaic ----- - Clinton today crease in me ogireuc «u •«<
coverage and a specific pack- dential appointees draw uj>ba- criticism of h spropo^l C1The fireJady als0 said the savings spelled out in the plan.
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‘Health security’
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American. ’ dlntoo sbmL 
Clinton aiao paid special trib­

ute to his wife, first lady Hillary

MO 
90

2-13A i 
9C : 

10A ,
>130 i

I

_____ ar 

Aprtneronhowthe 
r ptowoUd affect you.

'will pay the same or lesa.’’
He set out six principles es­

sential tor his plan: security.
simplicity, quality, aflonlahi- 
Uty. choice and respoosibiuty.

•kA* ___ S” i
Bette Inee Awn for Excerpto. 13A;
whatwttbefouQheei: ”edtorM12A

ii

By Judi Hasson and Judy Keen 
USA TODAY

President dlntoo proposed 
an overhaul of the nanons 
health-care system Wednesday 
to guarantee every American 
cradletograve coverage that 
can "never be taken away."

- _ ■-------------- i There can’t be any some-
cow showed 51% nacXed Yel- i thing for nothing.... This is not 

a free system." he said.
South Carolina Gov. Carroll 
_—„C.  ------------- > re­

sponse. asxed. "Do you really 
want the federal government 
to mnrml vntir hMtth

9y PM Brtty Buttna y/«ta i 
KIEL! CHINK I know I

nlng support from Russia s ——---------------------

anny and IS Ottens tor d* w MStey. roM, 4A

ali-
ns 

ji nt 
-ar-

3

JOY LUCK’ STAR: 
MY REAL MOMENT

CHINH SAYS FILM HER LIFE _
HAVE MANY SIMILARITIES, too real experience. 1QO I 

says system 
is not free’

THURSDAY,

By Carole Landry 
Special for USA TODAY

Clinton held up a "health se­
curity card." like a credit cant 
he said "guarantees you a com­
prehensive package of benefits 
that can never be taken away." 
as « reads on the back.

Clinton pledged to enact the

Moving to fulfill a campaign 
vow. he unveiled the American 
Health Security Act — his long-

J-5C 
"riNO I 
Tf» 
S.1C I

delayed, sweeping plan intend­
ed to provide security, savings 
and a simple system for all. 

"Let us pledge tonight: Be­
fore this Congress adjourns 
next year, you will pass and I 
will sign a new law to create 
health security for every

5E’
FILM ADVISER. COLUMNIST 
WONT WAVE WHITE HANKY 
OVER MOVIE GAFFES. ID

hdBSI

OS
.60

CNN 

Rodham Qintoo. calling her a 
talented navigator' who led 

an eight-month search for 
ways to fix the system.

Mrs. Clinton told CBS after 
the speech, ‘We can t afford to 
wait any longer. ’

A USA TODAY '—VC-: 
lup PoU of 540 adults found 
they support Clinton s plan by a 
twoHoone margin, and 60% 
said some sacrifice ts fair. 

About 45% said they expect 
their medical costs to nse.

The poU. taken after the 
speech, has a 5-point error 
margin.

Clinton said that under his 
plan, some Americans would 
pay more but the vast majonty

i
<c I 

3 2Vta I 
USE I

Attatu

ates
nor 
•rve

■l 

Si555

I

Goal
'J ! 

ird

5

plan without new nroad-based 
taxes. He called for a new lax 
oo tobacco and a modes sur­
charge on companies that run 
their own plans.

Clinton said all agree the sys­
tem needs to be fixed. But he 
acknowledged his J700 billion. 
5-year plan will be a tough sell 

There can’t be any some-

If thtt ptan pwm, how 
do you upoct your 
hootth cm to cfwtpeT

can’t get out’
Diver renorts:

tstn and 25% opposed him
MyOJW-A buoyant Bor- The rat hadn’t heard about 

a*a“B' parto- 1 Ch'nPfell. In the GOP
•Twacow Wednesday after win- meat or had no optnioa
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$700 billion his plan will require over tunity was tragically mired 
Axro k/nntr __
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Health care: Good start, 
many questions ahead

USA 
TODAT

t

t
(

V

€

I
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After eight months of tedious wonk- F ' ' _t ~
ing, the Clinton administration has pro- plan is the benchmark of the" moment

“USA TODAY hopes to 
serve as a forum for bet­
ter understanding and 
unity to help make the 
USA truly one nation.” 

—Allen H. Neuharth 
Founder, Sept 15,1982

Peter S. Prichard 
Editor

Karen Jurgensen 
Editor of the 
Editorial Page

Thomas Curley
President and Publisher

A* It i

Beyond that though, the president’s

duced a strong start toward reforming No other proposal occupies so much of 
the nation’s health-care system. the ground between complete govem-

As presented to Congress last night ment control and total market anarchy, 
and leaked to the " ' 
public days earlier,
the White House plan
would protect con­
sumer choice, pro­
vide universal cover­
age, contain health­
care costs and sustain
quality of care.

It does so by creat-

For instance, the “single-payer” Cana- 
dian-style health system provides uni­
versal coverage. But the price is more 
regulation, less choice, higher taxes and 
health-care rationing. Market-based re­
forms limit regulation but don’t guaran­
tee universal care or cost containment. 

The Clinton plan isn’t perfect, either. 
I’Vi Yet across the nation, there’s wide-

----- ---------y------  spread support for reform, and the Clin- 
ing regional health “alliances” that will ton plan covers the middle ground of 
license a variety of insurance plans, possible responses thoroughly enough to 
Washington will dictate the basic health- reliably guide the first efforts of others, 
care package and pay the premiums for And so, finally, what of the moment? 
the poor and unemployed. What about the “challenge of our time”

Of course, Clinton’s passionate sales that Clinton outlined last night? Do we 
pitch glossed over important flaws. He truly stand at an some historical conflu- 
says savings in Medicare and Medicaid, ence of political will? Indeed we do, and 
combined with a variety of small taxes if Congress now fails to reform health 
and broad efficiencies, will produce the care, history will note that a great oppor-
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By John Durlcka. AP
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growth is one of two main ob- 
stacleS-Clinion has encoun-
mnnt th ------- 1‘ 3 require’ s0*76 Patient compiaints. But

extract huge savings in health 
programs for the elderly and 
poor to pay for reforms.

Scaling back future Medi-

t

X

possible. In some areas, test

filed against the health plan, 
not the individual doctor.

Also Thursday, White House 
health adviser Judith Feder 
(old the American Psychiatric 

school residencies be for pri- substance^buse benefits will

Am-Ts iy SSTtSZgK 

r»v™t _ president's wife, had pushed
e. . -------J for covering mental ills just as

h2ai.h th$'5 re»onal Physical ailments are covered.
When some in the audience 

"discrimination” against the

"There are some things, al the 
outset, we are not able to do."

t
t

EVpnS
=111? issr:w Leader Medicare ^and MeX Ikaid 20^,hf tnhetW°rkS. They’^ pay — —- ■■■ u.c auoience 

---------  weoicaid 20„ of the premium. The gov- accused the administration of

*

First lady sells 
health-care plan

•W’-

week, even before President

,0 jCn°n^Medicare to Inance^refJ™ 

powerbrokers of both “parties, niors"

cjm” u!^yln« C,i"‘on wil> seek to cut 
, .-------------------3 *he annual increase in private

net gain for seniors, a powerful health-care spending from 
VOtina hlnr; ? 4% jn 3 5% by

- o- - ivacamv:, till'

phasized her point: “If I take $8

$10 in your right pocket.

insurance for all workers.

posed, despite a promise of

Congressional leaders begin 
hearings on the plan Sept. 28.

The plan also would: ____ .....V1IV«,I1 ra V(1I
Lth.e Association mental-health‘and

mary-care doctors, key practi- te’ph'as^d ta and tally covered

care outside nursing homes.

ZHSSx 

ment that employers provide malpractice suits would still be

pay

In private meetings with And it will be 
*-*■■.*» .—A—— _ _ a a .■

the first lady said the plan To 
save $238 billion over five

care and Medicaid would be a

voting bloc:

Ginton sees a net gain for seniors

3nd JUdy KeCn y0U bet,er or worse Off?" 
USA IODAY Even Rep Henry Waxman

u>n r. .. D-Calif., who Tuesday critl-
Hillary Rodham Clinton cized Medicare scalebacks 

Tta^TT1 C^ut01 HiU On wassoftening: “I am rea-sured 
q^11 comP|aints of the fact that we re going to 

~preS dentsi P.1311 (o have further discussions.”
Others were skeptical.
► Rep. Pete Stark, IM^lif.: 

"I am unwilling to risk the de- 
struction of Medicare just so

erupted into controversy this rhic victory
week, even before President C W1,... R.uian;
m cX^l^.h^lth Plan :y“u l1 never 8« enou8h out of

unfair to ^ Some business' g^ are £ c^JK
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^LES JOB: First lady Hillary Rodham Clinton talks to DaniefpafrK^Moynb 

nan, chairman of the Senate Finance Commrttpp after techtinno th.
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REFORM

By Judi Hasson 
USA TODAY

* J

.4

rz\ 
k C. *

First lady takes on criti 
in last day on the Hill

han, chairman of the Senate Finance Committee, after testifying Thursday, 

on guns and a $2,500 license fee for 
gun dealers. President Clinton says
violent crime is helping drive the 
health-cost crisis.
► Said the administration didn’t

want to hit the middle class with a 
tax increase by taxing health bene­
fits that exceed the basic benefits.
Benefits exceeding the basic pack-

. ' - —__ _____ ■*

plan is fully phased in by the year
2000, but the administration expects 
that by then most plans would cover 
everything workers have now — par­
ticularly union workers who have 
forgone wage increases in exchange 
for a rich health-benefits plan.

Dole. R-Kan said GOp’

lion a year to pick up 80% of the 
health-care costs for retirees be­
tween 55 and 65 would help compa­
nies become more competitive. The 
provision is likely to appeal to big 
firms now carrying hefty insurance 
costs for early retirees.
► Endorsed a call by Sen. Bill 

Bradley, D-NJ., for a 25% sales tax

First lady Hillary Rodham Clinton
wound up a marathon week on Capi­
tol Hill Thursday, insisting to some of
her toughest critics that the presi­
dent’s health-reform plan can work.

Testifying before the Senate Fi­
nance Committee, she told Chair­
man Daniel Patrick Moynihan, D-
N.Y., the president’s plan is realistic 
and will slow the growth of health
costs and provide coverage for all.

She conceded it’s still being fine­
tuned: “We are taking in all the ad­
vice and suggestions the members
are giving us and are revising the 
plan as we speak.”

Last week, Moynihan called the
proposal to save $238 billion in Medi­
care and Medicaid over five years
“fantasy.” After the hearing, he sig­
naled he’s not so skeptical but
stopped short of endorsement

“I feel very comfortable about the
administration’s position” on financ­
ing, Moynihan said. “She was
straight with us on everything."

The first lady maintained there is 
as much as $200 billion in waste to
squeeze out of the nation’s $1 trillion
in annual health spending

Clinton told panel members at her 
fifth session in three days they had 
“raised tough and important ques­
tions about how fast we can finance 
health-care reform.” She also: .
► Said a decision to spend $4.5 bil- age would be taxed only after**the 
in O aaM OAz>r iL * a. *

2000, but the administration expects 
1 a.«_  .a -  ■

everything workers have now — par-
—  J

forgone wage increases in exchange

 Senate Minority Leader Robert
► cxmatnrc

were ready to work on reform.
“We must talk honestly with the 

American people," Dole said. “There 
can be no rosy scenarios. There can 
be no smoke and mirrors. There can 
be no juggling of the books. Whatev­
er plan is adopted will require some 
Americans to sacrifice. These sacri­
fices must be explained clearly and 
on the record.”

Also Thursday, Sen. Jay Rockefel­
ler, D-W.Va., discounted concerns of 
the American Medical Association, 
which has promised to lobby against 
parts of Clinton’s plan, including na­
tional health-spending limits.

“Their membership wants health­
care reform probably more than

HEALTH-CARE



‘Concerned’ first lady pushes health plan
‘Fin here as a mother, a wife,

a daughter, a sister, a woman’

THENATION’S NEWSPAPER

•USA • •i

NO. 1 IN THE USA . ■ ■ FIRST IN DAILY READERS
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By Judl Hasson 
USA TODAY

Tm here as a mother, a 
wife, a daughter, a sister, a 
woman,” she told the House 
Ways and Means panel. "I’m 
here as an American citizen 
concerned about the health of 
her family and ... nation."

The first lady is the architect 
of her husband s health reform 

By H Darr 8«sar. USA TODAY 
CUMTON: Testifying at Capitol

replied. "So if we can’t pass the 
mother test, we’re not going to 
be able to succeed, are we?”

Also Tuesday, the American 
Medical Association, in a letter 
to 710,000 doctors and medical 
students, expressed “serious 
reservations” about the plan.

The letter warned the plan 
could “limit choices ... under­
mine the quality of medical 
services and lead to federal 
control of medical education 
and the physician workforce."

WEDNESDAY, September 29,1993

Wl

First lady Hillary Rodham 
Clinton took her health-reform 
expertise and personal experi­
ence to two friendly congres­
sional committees Tuesday.

plan and only the third first 
lady to testify before Congress.

Clinton, whose father died 
this year after a stroke, said, "I 
know what it’s like to be over­
whelmed with forms and regu­
lations and confusing medical 
choices when a family mem­
ber is dying.”

She said she knows how an­
guish makes it impossible to 
understand ’’government regu­
lations or Insurance fine print."

She later spoke to the House 
Energy and Commerce Com­
mittee, and addresses two pan­
els today and one Thursday.

Her reception was waim — 
she even got applause — but 
she heard concerns that will 
continue to dog the proposal.

Rep. Pete Stark, D€alif., 
said his mother fears she’ll lose 
out under the plan and sought 
the first lady's assurances

"I have a mother, too," she 
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a tree system.' he said.
South Carolina Gov. Carroll 
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to COnrnM vour hMith rsre)"

FILM ADVISER. COLUMNIST 
WONT WAVE WHITE HANKY 
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By Judi Hasson and Judy Keen 
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delayed, sweeping plan intend­
ed to provide security, savings 
and a simple system for alL

•Let us pledge tonight Be­
fore this Congress adjourns 
next year, you will pass and I 
will sign a new law to create 
health security for every

CHINH SAYS ALM HER LIFE  
HAVE MANY SIMILARITIES, 100 real expenenca. 100 I 

t

ztea says system 
is not free’

tain and 25% opposed him.
The rest hadn’t heard about I

of Yeltsin’s move against pariia- i Campbell, in the GOP

P—anfsi^Mrs
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simplicity, quality, affordahe 
Uty. choice and responsbihty. 

Clinton held up a ' healUi se­
curity card." like a credit card, 
he said "guarantees you a com­
prehensive package of beneOts 
that can never be taken away. • 
as It reads on the back. 

Clinton pledged to enact the 
 plan without new broad-based

taxes. He called for a new tax 
on tobacco and a modest sur­
charge on companies that run 
their own plans

Clinton said all agree the sys­
tem needs to be axed. But he 
acknowledged his r700 blUlon. 
5-year plan will be a tough selL 

I There can’t be any some-

. longer.''
A USA TODAY/CNN/Gal­

lup Poll of MO adults found 
they support Clinton s plan by a 
twcHoooe margin, and 60% 
said some sacrifice b fair.

About S5% said they expect 
their medical costs to rise.

The poiL taken after the 
speech, has a Spomt error 
margin.

Clinton said that under his 
plan, some Americans would 
pay more but the vast maionry 
■will pay the same or less' 

He set out six principles es­
sential for his plan: security.

no-

■I '

m^- ■—T?ibiiTrT to- M 

fl

can’t get out’
Diver recons:

President Clinton proposed 
an overhaul of the naDoos 
health-care system Wednesday 
to guarantee every American 
cradle-tograve coverage that 
can ’never be taken away."

Moving to fulfill a campaign 
vow. he unveiled the Amencan 
Health Security Act — bls long-

MO I 
90 

M3A I 
9C 

IDA
I

m -
American.'' Olntoti said.

CUnton am paid spaoal trib­
ute to ms wife, first lady Hillary 
Rodham CUnton. calling her a 
"talented navigator' who led 
an elght-month search tor 
ways to fix the system.

Mrs. Clinton told CBS after 
the speech. "We can't afford to 
wait any

A poll of 860 people in Mow '•'

ant satrma 51% backed Yel- 1 thing for nomm. . This b not 
rtrtn aruH Kat .- _ a_“_____ “
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the ground between complete govern-

$700 billion his plan will require over tunity was tragically missed

THE

NATION s ni SPAnk

PUBLISH! O BT GANN! H

'SUSA 
TODAY

Health care: Good start, 
many questions ahead

For instance, the“single-payer” Cana- 
dian-style health system provides uni­
versal coverage. But the price is more 
regulation, less choice, higher taxes and 
health-care rationing. Market-based re­
forms limit regulation but don’t guaran­
tee universal care or cost containment.

The Clinton plan isn’t perfect, either. 
Yet across the nation, there’s wide­
spread support for reform, and the Clin-

“USA TODAY hopes to 
serve as a forum for bet­
ter understanding and 
unity to help make the 
USA truly one nation.” 

—Allen H. Neuharth 
Founder, Sept 15,1982

Peter S. Prichard 
Editor

Karen Jurgensen 
Editor of the 

Editorial Page
Thomas Curley

President and Publisher

After eight months of tedious wonk- Beyond that, though, the president’s 
ing, the Clinton administration has pro- plan is the benchmark of the moment, 
duced a strong start toward reforming No other proposal occupies so much of 
the nation’s health-care system. the ground between complete govem-

As presented to Congress last night ment control and total market anarchy, 
and leaked to the ■ - •
public days earlier, I
the White House plan
would protect con- I
sumer choice, pro- "
vide universal cover­
age, contain health­
care costs and sustain
quality of care.

It does so by creat- ______
ing regional health “alliances” that will ton plan covers the middle ground of 
license a variety of insurance plans, possible responses thoroughly enough to 
Washington will dictate the basic health- reliably guide the first efforts of others, 
care package and pay the premiums for And so, finally, what of the moment? 
the poor and unemployed. What about the “challenge of our time”

Of course, Clinton’s passionate sales that Clinton outlined last night? Do we 
pitch glossed over important flaws. He truly stand at an some historical conflu- 
says savings in Medicare and Medicaid, ence of political will? Indeed we do, and 
combined with a variety of small taxes if Congress now fails to reform health 
and broad efficiencies, will produce the care, history will note that a great oppor-
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barnstormed Capitol Hill on
i

—■■"5 •‘“U'e sirucuon or Medicare just so
care and Medicaid increases the president can claim a Pyr- 
erupted into controversy this rhi<~ virtan, ••erupted into controversy this rhic victory ” Mcr-nun. uh r, By JohnDurtcka'AP
week, even before President >560 Orrin Hatch R-Utah- RodJjarn Ckntbn and Hoaltti and Hu-
Clinton outlines his health plan “You'll never get enough out of S®™1088 Secretary Donna Shalala share a laugh Thursday, 

to Congress on Sept 22. Medicare to finance reform, inmirnnm tnr <>ii .uu .

Senate MaloZ^e MDJVer,in8 SaVin8S from health "etwoTta They^ 
. J Z Leader Medicare and Medicaid 20% of the oremium The

“There^re^S^
are

outset, we are not able to do."

~~1
J

possible. In some areas, test
J 

filed against the'health plan, 
not the individual doctor.

Also Thursday, White House 
health adviser Judith Feder 
told the American Psychiatric 

school residencies be for pri- substance-abuse benefits will 
mary-care doctors, key practi- be phased in and fully covered

“ .systemLthat wil1 by 2,100 T iPPer Core, the vice 
presidents wife, had pushed 
for covering mental ills just as

When some in the audience 

 
‘'discrimination" against the

In private meetings with And it will be unfair

the first lady said the plan Io 
save $238 billion over five

I'

to congress on Sept 22. Medicare to finance reform, insurance for all workers i

^UrokeSoTSK^ X" Wi" 56 unfa,r ,0 fec^uire^
The Associated Press quoted subsidies fo7 the most m^dy'

— a White House document as ---------- ' • • ■ -
years in the growth of Medi- saying Clinton will seek to cut
care and Medicaid would be a the annual increase in private
net gain for seniors, a powerful health-care spending from
voting bloc: 7 in 1994 (0 3 5% b (he
slvjSShen- = !.M?

► Seniors would get two new

First lady sells 
health-care plan
Clinton sees a net gain for seniors

Rasson and Judy Keen you better or worse off?”
USA TODAY Even Rep. Henry Waxman,

D€alif„ who Tuesday criti-
Hillary Rodham Clinton cized Medicare scalebacks 

barnstormed Capitol HUI on was softening: “I am reassured 
Thursday to quell complaints of the fact that we re going to 
about the president’s plan to have further discussions." 
extract huge savings in health Others were skeptical: 
programs for the elderly and > Rep. Pete Stark, D-Callf : 
poor to pay for reforms. “I am unwilling to risk the de­

Scaling back future Medi- struction of Medicare lust so
Iffl* Lltlzlionirl 1 _ a!___  • . . . . J .

1A% in 1994 to 3.5% by the 

projected to rise 11.6% next

benefits, government-paid pre- 2000;' Medicaid’s growth would 
scnption drugs and long-term drop from 16.5% to 4 1% 
care outside nursing homes, 

o--- * “ •

eT’ 8rowth *s one of two main ol>

encoun-

pay

ernment would pay the rest.

posed, despite a promise of

Congressional leaders begn 
hearings on the plan Sept 28.

The plan also would: 
l,?e rPedlcal AsstKialion mental-health and

mary-care doctors, key practi- be phased In and fully covered

S «y?n men,.,, supervise care.

<x-wte x'ArH “ E r 

phasized her point: “If I take $8 stacles Clinton has enconn eran?fal wauld the rest- “discrimination’’ against the 

out of your left pocket and put tered. The other te a reouir^ ™n,ally “l- Feder responded,
,10 ,n your r,gh1 poekel are men, ,hat employers pmulde Sammc’ucesuta wodd'Su
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fails to emerge this year or
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TOUGH TASK: Hillary Rodham Clinton has been called ‘a fantas-

ieXe ^"aSS  ̂ finesses have to begin offer- ainto^n’polC ad^JS feKit^utobe a s^daS

d h y 80111,6 6651 °f !jer ” what In8 health coverage? Will abor- there’s Hillary saying we can. criticism." says conservative
wftomuch Can a°? m k tiOnS 1)6 covere<,? That makes it about even." PhyUis Schlafly^ "I think peo-

with much blame for delays. But the first lady still has op- There have been missteps. But those who objected to ole resent that too "There have been missteps. ► Democrats’ revolt, 1A

HEALTH-CARE REFORM

By Judy Keen and Judi Hasson 
USA TODAY

61%
48% «>%

Bill Clinton
Hillary Rodham Clinton

Hillary more 
liked than Bill
Percentage of adults who 
say they nave a ‘favorable’ 
opinion of the Clintons:

their support
► Won public support with 

the unfinished plan through her own star power in dozens lican health-care specialist
Congress - is still to come, and of appearances. Today she’s at says Hillary Clinton has deftly

P?PularlJy has Plunged a Washington think tank. < _■  “
... ‘ z_; J.j She’s confounded some who it’s a good proposal, she gets

has, at least so far, outdone him doubted that her experience as the credit If it’s bad, she’s bat-

First lady swaying the skepti
Health plan’s still out, but 
she’s winning rave reviews

only 34% of Americans ap­
prove of the way the president 
is handling health care — but 
51% have confidence the first 
lady will produce a good plan. 

While he has struggled to 
find his equilibrium, she has: 
► Consulted often with Con­

gress, including Republicans. 
“She’s made herself accessi­

ble and she comes out among 
us,” says Sen. Alan Simpson, R- 
Wyo. “When you do that in this 

. town, you succeed. It’s when
Hillary Clinton’s political skills you play big shot and cloister 
and he disgorges a stream of yourself away and pretend 
compliments: “extraordinarily you’re going to be coming 
able, almost visionary, a fantas- down off the mountain with sa­
lic negotiator, sharp as a tack." cred tablets that you do not" 

When she took on the admin- ‘ ~ ""

in manmvering the capital's i
political minefields. [...  

An ABC News/Washington neatly avoided being saddled can one woman do?" 
Post poll this week showed with much blame for delays.

woman, says the first lady 
views herself merely as “a citi- 

In truth, although broad out- zen representative.” 
lines are in place, it is Presi- i----- ”
dent Clinton who will make the first lady has earned a shot at

■Rep. Jim Cooper doesn’t 
think much of the way the 
White House’s tardy health­
care reforms are shaping up.

Cooper, a Tennessee Demo­
crat, thought President Clinton 
was gambling when he asked 
Hillary Rodham Qinton to lead 
the hlgh-stakes effort to rein­
vent American health care.

&it now, ask Cooper about

j • » . - „ ... u . , ----------------------- r— — —o----------— ——Lewis Gould, who teaches a
What kind of taxes will be cy tasks. < ' .' '

“There are a thousand lob- and even if she’s being used by University of f exas?says~Hilla-

a minimum package of bene- why (health care) can’t

et battles are over — which :
could delay the plan until fall. Clinton say questions about

► Fulfilled the' public’s de- the National Women’s Political personally  ̂butlf they reject' re-

t a_ ,____ _________ — — — --W- wvwMMa UIV- vavw VI iiiiia* IV1I1K3 Llfi 1UC WIU IIKCIV 11111*
m re 83 Th Skepti' cost meSS by harnrnenn£ d»c- ry Clinton has evolved “dra- its on their health-care options,

questions about a first lady’s How could she possibly take

portunities to fail: The first lady’s about-face on
► She'll have to employ blaming doctors for health-

more caginess than she’s need- care costs reminded some of 
ed so far to get enough support her husband’s penchant for 
in Congress to pass reforms, telling everybody what they 
Members charmed by her want to hear. Some were star­
salesmanship may balk at vot- tied by the secrecy of her task 
ing for new taxes. force s deliberations.

Today she gets a preview of But early criticism that she’s 
the coming battle when she been given too much power 
meets with House Democrats has waned. Instead, some polit- 
who advocate a Canadian- ical analysts have lately la- 
style, government-run health mented that she’s been so pre­
system. They're threatening to occupied with health care that 
abandon the White House plan, she’s had no time to advise the
► If the oft-delayed plan president on other issues,

fails to emerge this year or "All the same people who 
runs into legislative trouble, criticized Hillary three months 
she may yet be blamed. ago are now saying, ‘Why

Budget director Leon Panel- hasn’t she done more?’ ” says 
ta reiterated Tuesday that a Susan Estrich, a Democratic 
health plan will wait until budg- political commentator.

Those who know Hillary

► The public may like her how much power she should
‘ . J ■ wield are of little concern to

forms’ price tag and likely lim- her. Lisa Caputo, her spokes-

matically and positively from they’ll hold her responsible.
‘Untu oKa «zww.lkl., -i.i_______ *_ ■ ■

lines are in place, it is Presi-

Jan. 31 April 24
Source USA TODAY/ 
CNN/GaHup Pons

By Elys A. McLean. USA TODAY 

Harriett Woods, president of

By Ted Mathias. AP

Istra lion’s most formidable mand for villains in the health Caucus, says the view of Hilla-

dsm as applause. There were tors and drug manufacturers. i
questions about a first lady’s ►Managed to praise those ‘how could she possibly take 

‘ “ Wi"

IhJ’diilSS’X. SS5 Wlth ,Del>,'r’"'Slwlrruin.aRepL1l> key. pdiUcaUy risky decisions welfare reform and other poll- her assignment still wonder If r ■- --
oTLZX^Sy"  ̂ levXXr^UloXS ^.-^"-anthority- on S

Sh?s=«^ewho tl-- She them XhKT’

“JlL™ 1?“l5k.,y u*!*1 STa11 ^an8e’"suys James.Carville,a was because the White House The next two or three will oc- 
_ ... ..................................................................... t CUpy (jjg ground (hat a pay,,

criticism," says conservative finder like her lays out”

But those who objected to pie resent that, too.”
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Dear Bill,

It

Good luck on the Stale of Lhe Union.

Regards,

I hope that the town thaws out over the weekend.

Tos Presiden

From: Derek Shearer

OCCIDENTAL COLLEGE
LOS ANGELES, CALIFORNIA 90041-3392

PUBLIC POLICY C1LVTER 
DIRECTOR. DEREK SHEARER 

V214)
FAX (213) 259 2734

K-.
Derek

!94 8:50

(1) The attached op-ed column from today’s T.A Times might suggest 
a few sentences for the State of the Union message—something along the 
lines oft "As a nation, we should not have to wait for great disasters, 
either manmade or natural, to compel ub to act in rebuilding the 
economic foundations-—the very sinews of our national strength

(4) Ac requested, I §ave Nancy my suggestions for your WH Mystery 
writers dinner. It’s good to have a few light events tv look forward to, 
along with all of the serious stuff that you have to do.

(2) Local coverage of your LA visit was overwhelmingly positive. 
It was an important visit, although you did look a bit tired.

(3) Our house survived relatively unscathed. Wo were lucky. As our 
Mayor Judy Abdo told you in Burbank, Santa Monica was very hard hit. 
Downtown is a mess. Yesterday, they evacuated an entire damaged 
hospital. Thousands have loot their apartments. Almost all of the 
banks and department stores lost windows. Most of the brick buildings 
in the downtown will have to be demolished.

1224 DEREK SHEfiREP

4

I’ll be in town fox* a few days al Lhe end of next week, staying at 
Brooke and Strobe’s.

W PRESIDENT HAS

I - h

191
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T ast April, Congress killed President 
Clinton’s “stimulus” program to create

PERSPECTIVE ON THE NORTHRIDC
iWirpUlus package.

5 Alter Hurricane Andrew, Midwest floods Shaking Up i
Bl' Innovation, compass

i

• jendless objections to expenditures when 
anariy more suffer man-made disasters of

Ifor active job-hunting or forced to work
part, time—considered a sufficient emcr- 
r * ______ L TVkv Io it id managers, big or small, who 

devastated by the earthquake, I
and

devastate several zip codes, leaving half
. . i - - ------------I—
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COLUMN LEFT/
PETER DRE1ER 

{RICHARD ROTHSTEIN 

•Man-Made

r

i

gency to warrant federal action? Why is it 
■sound policy to assist earthquake victims 
hut J-not families devastated by defense 
■cutbacks? Aren’t 150,000 California acro- 
'spacc layoffs ample reason to invest in 
'civilian projects to employ idle engineers.

employee empoWern 
will help businesses 
survive an emotional 
fraught disaster. 
By BARKY I. GIBBON?

have a bit of fraternal advice to 
share with all the business owners

a million public-works jobs restoring high - 
ways, bridges, sewer systems, schools and 
Iparks. Opponents shouted “pork barrel” 
‘politics, “tax-and-spend liberalism” and 
’“budget buster." Unable to overcome a 
filibuster, Clinton withdrew his proposal 

' Within hours of the Northridge earth- 
■quake, Clinton pledged $1 billion to rebuild 
,and provide emergency assistance, along 
with low-interest loan guarantees for 
•homeowners and small businesses. He 
^promised co ask Congress for more as 
.damage estimates increased. Los Angeies 
‘will receive more federal tax dollars for 
Jinvestment in infrastructure than we 
would have obtained from our share of the

cyclical downturns or changing priorities.
1 Why isn’t 6.5% unemployment—9 mil- 
•'lion jobless, 8 million more too discouraged

space
'/litrilia

Aecijnician/and production workers’ Why
do fee expect Washington to help people

I.OS ANGELES TIMES

♦

I

I

'£

“Honey, I went to the sperm bank for I 
implanted in a 60*

;or California earthquakes, officials recog- 
.nize government’s responsibility. Congress 

■ willl r exempt these appropriations from 
‘requirements for offsetting budget cuts 
'without a peep of protest from Sen. Bob 
■Doleor fellow filibusters.

Why docs it take natural disaster to 
•justify public works? We aid the homeiess 
for jobless in i natural disasters but hear

were devastated oy me earinquuiw, i 
was chief executive for Burger King 
Corp, when Hurricane Andrew followed 
a .17-foot flood tide and ripped apart our 
world headquarters m south Florida in 
August. 1992. It then proceeded to

Jan.21 ’94 8:5C

r \ i

&

> Why is it sound public policy 
ito assist quake victims but not 
{those hurt by defense cutbacks?

1234 DEPEK SHEARER
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made homeless when employers relocate 
to Third World countries?
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y
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made homeless by a flood but not tnose |

.tayWork in normal limes? Santa Monica 
•leeway reinforcement had been delayed 

; rop lack of funds. If Congress had enacted 
■ ifiri^n’8 stimulus package, Caltrans might 

’ nave completed the project before Mon-

bttttges collapsed in earthquakes, but not 
.invest in transportation so people can get 
1 UnQ__ u i-____

;v ;Fbr 1.5 million unemployed Californians, 
bitter irony that only natural disaster 

prqyols.es government-sponsored stimulus. 
Jobs created by earthquake relief will be in 
private firms. Reemploycd construction 

tyqckers will purchase food, clothing, hair- 
,cufe and furniture, putting others back to 
Wpak. Ripple effects of 51 billion in federal 
Spending could create at least 65.000 new 
jobs and generate new tax revenues to 

coats of emergency aid—as a stimu- 
lip^program could have done months ago.

i >^tter Dreier is professor of public policy at 
..Ooiadental Colkae. Richard Rothstein is a 
nbearch associate of the Economic Policy 
n . I. I

1 *

v —r---------- -—I■■■

! ‘Aren’t 150,000 California 
i aerospace layoffs reason to 
* -Invest in civilian projects?’

Despite lagging productivity, America 
hMt spends less than half of what we spent 
991 years ago on public infrastructure. By 
'&08, road deterioration will cost 3.9 billion 
hours of vehicle delay annually, even 
kiWiout earthquakes. Why can we rebuild
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body facing a period of personal, com­
munity and business trauma that still hi 
isn’t behind us 18 months later.

We had to virtually start over, and so
will many of you.

Although we had prepared crisis
plans, the extent of the disaster meant oi 
that we had to invent most of our
solutions as we went along.

I haven’t written this stuff d|
before Iwcause the scar tissue is
pink and sensitive for a lot of us, but it g 
occurred to me that it may help you oi 
avoid having to reinvent everything we ci 
had to. I’ll keep it short; here are just 10 fi 
thi ngs to think about: it

You’re facing a million decisions—in- n 
eluding some real chunky ones. If you o: 
can make those big ones fast—today-
it’s a real help. A lot of your people will
have had some of their fundamental
support structures shattered, and if you 
can say that you arc going to stay and 
rebuild, and that they will have jobs, say
it fast. And say it loud. At about the 
same decibel level as in a Ouns ’N Roses

concert. r.
Make professional counseling avail­

able for your affected employees. Fast
Tell the macho guys who say they don’t
need it that its not for them, it’s for their 
families. We had an astonishing take-up
and an astonishing level of people Who
did not then need sustained counseling, 
compared with other disasters of this
magnitude.

You will have to give concessions and
help your people, and some people will
seem to take loo much, just as others 
take too little. It’s like a breakfast buffet
in a restaurant—some people heap their



DEC 03 '93 10:ISAM GEORGE SOROS OFFICEV

ft

Toward A New

World Order:
The Future of NATO

by

George Soros

29 November 1993

1 

-4

P.3/19

THE PRESIDENT HAS SKN



P.4/19*

29 November 1993

— George Soros

I realize that time is short, but I hope my proposal will receive 

serious consideration prior to the NATO summit and President 

Clinton's visit to Russia.

In preparation for the NATO summit at the beginning of 

January 1994, the U.S. Administration has launched a new ini­

tiative called Partnership For Peace. I propose a radically differ­

ent kind of Partnership For Peace and my argument is laid out 

in this paper. It was prepared for the November 12-13 confer­

ence on "Democracy, Peace and Security in the New Europe" 

sponsored jointly by the Council on Foreign Relations and the 

Central European University. It was subsequently revised in 

light of that conversation. It represents my personal views, not 

a consensus of the participants.

DEC 03 '93 10:15AM GEORGE SOROS OFFICE



P.5/19DEC 03 '93 10 •• 15AM GEORGE SOROS OFFICE

13

16

.17

17

.1

..3

..4

..6

..7
10

11

12

The Coming World Disorder.............

A Conceptual Framework.................

A Theory of Revolutionary Change... 

Open and Closed Societies................

A Diagnosis of the Present Situation. 

The Need for Collective Security.....

The Future of NATO........................

Partnership For Peace — as proposed 

A Real Partnership For Peace...........

Problems of Economic Assistance....

Economic Cooperation.....................

Conclusion........................................

Toward A New World Order: 

The Future of NATO



P.6/19

© November 1993 by The Soros Foundations
888 Seventh Avenue, New York, NY 10106
Tel: 212/757-2323 • Fax: 212/974-0367

*

DEC 03 '93 10:16AM GEORGE SOROS OFFICE



P.7/19

1

All this is clear now, but it was far from clear at the time it 
occurred. It caught most of the participants unaware. This is true 
of the leadership within the Soviet Union, but even more true of 
the leadership in the West. Gorbachev and his team were con­
scious that their internal reforms would change the world order; 
indeed, they were looking to a fundamental change in the rela­

Toward A New World Order: 

The Future of NATO

DEC 03 '93 10:ISAM GEORGE SOROS OFFICE

The Coming World Disorder

It is clear that the world order that prevailed since the end 
of the Second World War has come to an end. It had been based 
on two superpowers vying for world domination. They stood for
diametrically opposed principles of social organization and they 
considered each other mortal enemies. The global conflict 
between them governed all the local conflicts. Occasionally it 
came to actual fighting, but both sides avoided an all-out con­
frontation because each side had the capacity to annihilate the 
other. It was possible to score local victories but they had to fall 
short of threatening the survival of the other side, because it 
might have endangered one’s own survival. The prevailing order 
was called the Cold War. The name was apt because both sides 
were mobilized for war, battle lines were drawn throughout the 
world, and internal conflicts within each camp were kept frozen 

by the external threat.

The collapse of the Soviet empire was an internal develop­
ment. Undoubtedly external pressure played a role but was not 
directly responsible for the collapse; otherwise, it would have 
been resisted. But that internally-generated revolutionary event 
has also changed the prevailing world order.



DEC 03 '93 10:16AM GEORGE SOROS OFFICE P.8/19

2

tionship between the superpowers as the key to making the inter­
nal transformation successful. It should be remembered that the 
Foreign JvUnistry was the only part of the Soviet bureaucracy that 
was squarely behind perestroika, and foreign policy was the only 
part of the so<alled "new thinking" that was properly elaborated.

I know this from personal experience because I set up an 
international task force for creating an open sector in the Soviet 
economy under the authority of Prime Minister Ryzhkhov in 
1988, and I was appalled by the lack of clarity and the inability to 
implement anything that characterized the proceedings.

Even today, the collapse of the Soviet empire is not proper­
ly understood. This is not just the normal delay in registering 
change. There is a fundamental lack of understanding which 
conies from working with false premises. The State Department 
is concerned with the relationship between states. That was

Gorbachev's concept was to forge an alliance between the 
two superpowers which would dominate the United Nations and 
make it a workable institution. It will be recalled that one of the 
first acts of the new regime was to pay up its arrears to the United 
Nations. Behind this concept lurked the hope that Western aid, 
and Western investment, would help to reform the Soviet econo­
my. But there was no plan, indeed no conception, how to accom­

plish it.

Even so, events could have taken a different course if the 
Western leadership had any comprehension of what was going on 
in the Soviet Union. It would not have been so difficult to assist 
Gorbachev' to produce some positive results so as to show that 
perestroika could work. But the idea that Gorbachev' was gen­
uinely seeking both assistance and alliance simply did not pene­
trate into the minds of a leadership that was bent on waging the 
Cold War; by the time it did, it was too late - or at least it could 
be argued that it was too late.
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appropriate during the Cold War, when the world map was well 
defined and kept in place by the rivalry between the two super­
powers. -But it is not appropriate today, when existing states and 
empires are breaking down and new states are brought into exis­
tence, many of which do not really qualify as states. We need a 
totally different conceptual framework for dealing with this situa­
tion, because it involves not only relationships between states but 
also relationships within states, or what used to be states.

A Conceptual Framework

1 should like to put before you a conceptual framework in 
terms of which the present situation can be understood. It has 
two major components; one is a theory of history, with particular 
reference to revolutionary' change, and the other is a distinction 
between open and closed societies. The two elements are inter­
connected — they share the same philosophical foundations -- but 
the connection is not very strong. It is possible to distinguish

It is the characteristic of revolutions that people do not 
fullv understand what is going on; that is why events spin out of 
control and the prevailing order breaks down. There is no doubt 
that the collapse of the Soviet system amounts to a revolution, 
and this fact is now generally recognized. But the collapse of the 
Soviet empire has also brought about a revolutionary change in 
the prevailing world order and this fact is not properly recog­
nized. Indeed, it is widely ignored. People in the former Soviet 
empire cannot help being aware of the revolution, but people in 
the Western world have not been so directly affected. The Foreign 
Ministry of the former Soviet Union did produce some new think­
ing, even if it was rendered irrelevant by subsequent events; but 
our State Department has done practically no new thinking at all. 
Unless we develop a new frame of reference, the world order that 
prevailed since the Second World War is likely to be followed by 
world disorder.
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I put forward my conceptual framework with some trepi­
dation. For one thing, it is not fully developed. For another, it 
would take more than a few minutes to propound it properly. But 
I must make the attempt because I have used it and it works -- 
and I have been repeatedly surprised at how different it is from 
the way most people think.

between open and closed societies, as Karl Popper did, without 
any insight into the process of revolutionary change; and it is pos­
sible to use my theory of history without introducing the concepts 
of open and closed societies as I myself have done in my dealings 
in financial markets. But, at the present moment in history, I find 
the combination of the two elements particularly revealing.

There are times when the discrepancy is relatively minor, 
and there is a tendency towards convergence between people's 
views and the actual state of affairs. That is the case when pre­
vailing institutions are flexible enough, so that they can be adjust­
ed to meet people's desires, and there are critical processes at 
work which bring people's thinking in line with practical possibil­
ities. In these near-equilibrium conditions, the discrepancy does 
not influence the course of events to any great extent and it can be 

My theory of history is based on the recognition that our 
understanding of the world in which we live is inherently imper­
fect. We have to act without full knowledge of the facts because the 
facts are created by our decisions. There can be no correspondence 
between our view of the world and the actual state of affairs, 
because the actual state of affairs is not independently given and 
our view of the world has nothing definite to correspond to. 
Therefore, there must always be a discrepancy between the partici­
pants' thinking and the actual state of affairs and that discrepancy 
provides the key to understanding the course of history.



DEC 03 '93 10:18AM GEORGE SOROS OFFICE P.11/19

5

safely neglected. It is in these conditions that the timelessly valid 
generalizations of economic theory, perfect competition, efficient 
markets, the discounting of future expectations, are relevant.

But there are times when the discrepancy between percep­
tion and reality is very wide and shows no tendency towards 
convergence. On these occasions, the course of events follows a 
totally different pattern and the normal rules do not apply. These 
far-from-equilibrium conditions arise at the two extremes of 
changelessness or rigidity on the one hand, and changeability or 
instability on the other.

The Soviet system under Stalin was a good example of the 
first kind of extreme, where the Bolshevik dogma was extremely 
rigid and incapable of modification. Society itself was highly 
regulated and frozen into inactivity. Yet there was an enormous 
gap between the prevailing dogma and reality, with absolutely no 
tendency for the two of them to come closer together. If anything, 
they drifted further apart as the outside world continued to evolve.

The progressive collapse of the Soviet system after 1987 is 
a very good example of the second kind of extreme, where the 
participants' thinking failed to keep up with the changes that 
were occurring in the real world and, because of the large diver­
gence at a time of rapid change, events spun out of control. There 
was a catastrophic acceleration in the pace of events and a break­
down and disintegration which has perhaps not yet reached its 
climax. It is impossible to foretell how far it may go. I have been 
speaking of a "black hole" and there can be little doubt that we 
came close to it on Sunday night, October 3rd. Indeed, it was 
only the prospect of that "black hole" that finally convinced the 
army to intervene at 2:00 a.m. Monday morning. It is possible 
that, in retrospect, this may have proved to be the turning point in 
the process of disintegration; but it is also possible that it was only 
a temporary resistance point in a trend that has not yet run its 
course.
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Another important feature of the boom/bust pattern is 
that it is asymmetrical. The boom is drawn out, the bust is con­
densed. It is the lack of time that makes the bust so violent. 
Events happen so fast that it is very difficult to adjust one’s think­
ing and behavior to changing circumstances. Policies which 
would have been appropriate in the early stages are ineffective or 
counterproductive at another. This can be very disorienting, 
especially when people do not recognize a distinction between 
near-equilibrium and far-from-equilibrium conditions.

I shall not go into the details of my theory. The most 
important point I want to make about the boom/bust pattern is 
that it is a time-bound, one-directional process but it is open- 
ended and also characterized by discontinuities. That is to say. a 
prevailing trend can be reversed at any time; indeed, an eventual 
trend reversal is an integral part of the boom/bust pattern and 
the point at which the trend is reversed is not determined in 
advance. Indeed, in the financial markets, for every bcom/bust 
pattern that becomes fully developed, a great many are aborted in 
the early stages.

I have made a special study of these conditions of dynam­
ic disequilibrium, both in the financial markets and in other set­
tings. I find the boom/bust pattern that is common in financial 
markets also very helpful in understanding the rise and fall of the 
Soviet system. But, of course, one must not apply the pattern 
uncritically.

Open and Closed Societies

This brings me to the second part of my conceptual frame­
work. To understand the current situation, I contend that it is 
very useful to draw a distinction between open and closed soci­
eties. The distinction is based on the same philosophical founda­
tions as my theory of history, namely, that participants act on the 
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basis of imperfect understanding. Open society is based on the 
recognition of this principle and closed society on its denial. In a 
closed society, there is an authority which, is the dispenser of the 
ultimate truth; open society does not recognize such authority 
even if it recognizes the rule of law and tire sovereignty of the 
state. The state is not based on a dogma and society is not domi­
nated by the state. The government is elected by the people and it 
can be changed. Above all, there is respect for minorities and 
minority opinions.

I think the distinction between open and closed societies is 
more revealing in the present situation than the Cold War distinc­
tion between communism and the free world, because it allows us 
to see the Soviet system as just one particular form of closed soci­
ety. The important thing to recognize is that an open society is a 
more advanced, more sophisticated form of social organization 
than a closed society. In a closed society, one particular point of 
view prevails; but in an open society, every citizen is both allowed 
and required to have his own point of view. This means that an 
open society is both more desirable and more vulnerable. While a 
closed society may expend practically all its energies on maintain­
ing the existing order, an open society takes a state of law for 
granted and builds a complex structure of institutions on top of it 
capable of producing wealth, prosperity and progress. The struc­
ture cannot evolve if the proper foundations are missing, and it 
can collapse if the foundations are disturbed.

The Soviet system was a universal closed society because 
communism was a universal dogma. But the system has broken 
down and communism as a dogma is well and truly dead. There 
was a chance, at the early stages of the breakdown, to make the 
transition to a universal open society; but that would have 
required a major effort on the part of the free world and the effort 
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Milosevic has provided the new paradigm: as head of the 
Communist Part}' in Serbia, he decided to change horses, and he 
discovered that nationalism is a much more vigorous animal than 
communism. He became popular when he asserted Serbian 
supremacy over Kosovo in a speech he delivered April 24,1987 at 
Kosovo Polje. Events might have taken a different course if the 
economic reforms introduced by the Federal Prime Minister, Ante 
Markovic, on January 1, 1990 (the same date as the "big bang" in 
Poland), had bom fruit. At first, the stabilization program was 
even more successful than in Poland, but in the course of the 
Serbian elections, Milosevic raided the Federal treasury and 
destroyed the stability of the currency. From then on, he set the 
agenda. The Western powers and the international community 
committed a number of egregious errors in dealing with the 
Yugoslav situation but, in retrospect, it is clear that the disintegra­
tion of Yugoslavia would have been difficult to prevent even if the 
Western powers had done everything right. The ease with which

To constitute a closed society, you need to mobilize society 
behind the state. Since communism is dead and universal ideolo­
gies are generally discredited, a closed society- needs to be based 
on a national or ethnic principle. To establish such a principle, 
you need an enemy; if you don't have one, you need to invent it. 
In the post-communist world, you don't need to go very far to 
find an enemy because communism generally neglected or 
oppressed national aspirations.

was not forthcoming. Therefore, that option is no longer open. 
The universal closed society held together by communist dogma 
has broken down into its territorial components. Some parts, like 
Poland and Hungary, are making progress towards a more open 
society; but even these countries tend to fall back on what pre­
vailed before the communist regime. Other parts are reconstitut­
ing themselves as more or less closed societies, or they just contin­
ue to disintegrate.
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Milosevic destroyed the economic reforms instituted by Markovic 
proves the point: open society is a delicate construct which it is 
easier to destroy than to develop.

This conceptual framework seems to provide a fairly accu­
rate diagnosis of the situation. The trend is set in the direction of 
nationalist dictatorships and/or economic collapse, with the rise 
of nationalism hastening the economic breakdown and the break­
down eventually leading to the rise of a military strongman 
espousing nationalist principles. This sequence of events is not 
inevitable but it would require resolute action to avoid it.

Milosevic, on his own, does not constitute a security threat 
to Europe or to the rest of the world; but nationalist dictatorships 
do. That is the point that European statesmen who are set on 
appeasing Milosevic fail to understand. Already Serbia has a 
worthy counterpart in Croatia. Croatian forces recently commit­
ted a massacre in a Bosnian village, provoking retaliation by 
Bosnian Moslem forces; the effect is to force Bosnian Croats to flee 
from areas where they are in a minority to areas held by Croat 
forces, thereby constituting a majority there.

It is very tempting to appeal to nationalist emotions in 
order to divert attention from economic failure. Meciar is doing it 
right now in Slovakia. Iliescu in Romania relies on extreme 
nationalists for his parliamentary majority, and Antall in Hungary 
flirted with doing so. But, paradoxically, when economic disinte­
gration is too advanced, it may be too late to mobilize society 
behind a national cause. That was certainly the case in Ukraine, 
where Kravchuk tried to play the nationalist card in connection 
with the Black Bea Fleet but failed, and it may also be true of 
Russia. If that is so, the danger of a nationalist dictatorship 
emerging in Russia -- which is, after all, the most important coun­
try from a security point of view - will be the greatest after the 
economy has stabilized.

DEC 03 '93 10:19AM GEORGE SOROS OFFICE
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It is still possible to avert the danger, but who is going to 
make the effort? That is where my conceptual framework fails to 
provide an answer. The so-called free world failed to rise to the 
challenge when it would have been possible to set in motion a 
trend towards an open society. Why should it do anything now, 
when events are clearly going in the wrong direction and the free 
world has increasing problems of its own?

We did not oppose the Soviet Union because it was a 
closed society, but because it posed a threat to our existence. That 
threat has now disappeared and it is difficult to justify any kind of 
intervention -- whether it is political, economic or military -- on 
the grounds of national self-interest. It is true that the danger of 
some kind of nuclear disaster remains, but it concerns the rest of 
the world at least as much as it concerns us. Therefore, the only 
basis for action is collective security. And that is where the prob­
lem lies. The collapse of the Soviet empire has created a collective 
security problem of the utmost gravity. Without a new world 
order, there will be disorder; that much is clear. But who will act 
as the world's policeman’ That is the question that needs to be 
answered.

The United States, as the remaining superpower, is 
weighed down by domestic difficulties which derive, at least par­
tially, from the burdens of being a superpower. We are not like 
England in the nineteenth century which, as the main beneficiary 
of the world trading system, could afford to maintain a fleet in 
being that could be sent to distant trouble spots. There is a dis­
crepancy between the needs of the world for a new world order 
and the national self-interest of the United States. The United 
States cannot be expected to act on its own. Can it act in concert 
with others?
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* George Soros, Prospect por European Disintegration, The Soros 
Foundations, New York, 29 September 1993.

The United Nations might have become an effective orga­
nization if it were under the leadership of two superpowers coop­
erating with each other. As it is, the United Nations has already 
failed as an institution which could be put in charge of U.S. 
troops. This leaves NATO as the only institution of collective 
security that has not failed, because it has not been tried. NATO 
has the potential of serving as the basis of a new world order in 
that part of the world which is most in need of order and stability. 
But it can do so only if its mission is redefined. There is an urgent 
need for some profound new thinking with regard to NATO.

DEC 03 '93 10:20AM GEORGE SOROS OFFICE

The Future of N ATO

The original mission was to defend the free world against 
the Soviet empire. That mission is obsolete; but the collapse of the 
Soviet empire has left a security vacuum which has the potential 
of turning into a "black hole." This presents a different kind of 
threat than the Soviet empire did. There is no direct threat from 
the region to the NATO countries; the danger is within the region, 
and it concerns conditions within states as much as relationships 
between states. Therefore, if NATO has any mission at all, it is to 

Let us take a look at Europe. Europe has responded to the 
Soviet collapse and the reunification of Germany by accelerating 
the integration of the European Community. But the reunification 
of Germany created a dynamic disequilibrium in the European 
Monetary System and the attempt to establish a common 
European foreign policy came a cropper in Yugoslavia. As I have 
explained on a different occasion*, the Maastricht Treaty turned 
into a boom/bust sequence which is now self-reinforcing in the 
negative direction. How far the process of disintegration will go 
is impossible to say, but it may go much further than currently 
anticipated unless resolute action is taken to reverse it.
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Partnership For Peace — as proposed

Unfortunately, the American proposal for the forthcoming 
NATO summit, the so-called Partnership For Peace, does not deal 
with this issue at all. It is a very narrow, technical proposal for 
holding common exercises and otherwise preparing for possible 
future cooperation with member countries of the former Warsaw 
Pact. The scope of possible future cooperation is described as 
peace-keeping, crisis management, search-and-rescue missions, 
and disaster relief. While useful as far as it goes, it fails to address 
the conflicting security needs of the countries concerned.

The countries of Central Europe are clamoring for full 
membership of NATO as soon as possible, preferably before 
Russia recovers. Russia objects, not because it harbors any 
designs on its former empire but because it sees no advantage in 
consenting. Its national pride has been hurt and it is sick and 
tired of making concessions without corresponding benefits.

Closed societies based on nationalist principles constitute 
a threat to security because they need an enemy, either outside or 
within. But the threat is very different in character from the one 
NATO was constructed to confront, and a very different approach 
is required to combat this threat. It involves the building of 
democratic states and open societies and embedding them in a 
structure which precludes certain kinds of behavior. Only in case 
of failure does the prospect of military intervention arise. The 
constructive, open society building part of the mission is all the 
more important because the prospect of NATO members inter­
vening militarily in this troubled part of the world is very remote. 
Bosnia is ample proof.

project its power and influence into the region, and the mission is 
best defined in terms of open and closed societies.
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The Partnership For Peace would not contain any of the 
automatic guarantees which have given NATO its clout. In the 
current unstable conditions, that would be unthinkable. Its main 
task would be to help with the process of transformation into open 
societies. For that purpose it must lay the emphasis on the politi­
cal and economic aspects of the transformation.

The Partnership For Peace, far from being the product of 
profound new thinking, is a rather superficial attempt to paper 
over the differences by making an overture to all the former mem­
bers of the Warsaw Pact indiscriminately, while leaving the 
prospect of some countries joining NATO dehberately vague. It 
may end up engendering more conflicts than it resolves.

The mission of this new kind of alliance is so radically dif­
ferent from the original mission of NATO that it cannot be 
entrusted to NATO itself. If it were, it would change NATO out of 
all recognition. A different kind of organization is needed, and 
the proposed Partnership For Peace could be that organization.

This is a great pity because the conflicts could be easily 
avoided if the real needs of the region were addressed. The 
primary need is for constructive engagement in the transition to 
democratic, market-oriented, open societies. This requires an 
association or alliance which goes far beyond military matters 
and contains a significant element of economic assistance. Both 
the military and the economic aspects of the alliance have to relate 
to internal political developments within states as much as to 
relationships between states, because peace and security in the 
region depend first and foremost on a successful transition to 
open society.

DEC 03 '93 10:21AM GEORGE SOROS OFFICE
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ing is done on the economic and political front, defense budgets 
will soon have to be increased rather than reduced; but if the 
Partnership For Peace is successful, a more than proportional

specter of the past looms large: one must avoid the suspicion of 
either a new "cordon sanitaire" or a new Yalta. A Partnership For 
Peace along the lines outlined here would avoid both suspicions. 
It must be attractive enough to induce Russia to subscribe. It if 
does, there is nothing to prevent countries like Poland, the Czech 
Republic and Hungary from being admitted to some form of

In order to have any clout at all, the Partnership for Peace 
must have a structure and a budget. That is what NATO could 

bring to the table.

NATO has a unified command structure which brings 
together the United States and Western Europe. There are great 
advantages in having such a strong Western pillar: it leads to a 
lopsided structure firmly rooted in the West. This is as it should 
be since the goal is to reinforce and gratify the desire of the region 

for joining the open society of the West.

It would be an express condition of membership in the 
Partnership for Peace that NATO is free to invite any member 
country to join NATO. This would avoid any conflict that could 
arise either from the enlargement of NATO against the wishes of 
Russia or from giving Russia veto over NATO membership. The

membership in NATO, the character of which would depend on 

their internal development.

The budget of the Partnership for Peace must come out of 
the NATO budget. There may be some elements in the military­
industrial complex that may object to such a re-allocation of 
resources, and they have a strong argument in their favor: if noth­
ing is done on the economic and political front, defense budgets 
will soon have to be increased rather than reduced; but if the 
Partnership For Peace is successful, a more than proportional 
reduction in defense budgets could be sustained. It is on this 
issue that political leadership must be brought to bear.
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the depressed European economies. The fact that the present

we
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There is a clear and present danger to our collective securi' 
The Yugoslav experience has shown that military intervention
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Partnership because it would reduce the risk of bodybags for

from Eastern Europe with the technical capabilities of 
NATO would greatly enhance the military potential of the 
Partnership because it would reduce the risk of bodybags for 
NATO countries, which is the main constraint on their willingness 
to act. This is a viable alternative to the looming world disorder.

ty. The Yugoslav experience nas snvwn —
is not a viable option. Therefore the only way to deal with it is by 
constructive engagement, including economic aid. But economic 
aid does cost money and the money can only be found in the
defense budgets. It should still produce a net reduction in 

defense expenditures.

The countries of Europe must bear a larger share of the 
cost and have a correspondingly larger say in NATO. Economic 
aid to Eastern Europe would provide a much needed stimulus to 
the depressed European economies. The fact that the present 
command structure of NATO is too lopsided in favor of the 
United States is well recognized by all parties; making NATO the 
pillar of the Partnership For Peace would hasten the process of 
adjustment. Specifically, it should induce France to re-enter as a 
full member. That would serve as the test of the success of its 

internal reorganization.

There is only one deficiency in this design: it leaves Japan 
.................... ■” i we

would have the beginnings of an architecture for a new world 
order. It is based on the United States as the remaining super­
power and on open society as the organizing principle. It consists 
of a series of alliances, the most important of which is NATO and, 
through NATO, the Partnership For Peace which girds the 
Northern Hemisphere. The United States would not be called 
upon to act as the policeman of the world. When it acts, it would 

conjunction with others. Incidentally, the combination of

out of account. Japan should be asked to join NATO. Then

order. It is based on the United States as the remaining super­

power

through NATO, the Partnership For Peace which girds the
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been put in charge of coordinating economic assistance
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and third, when it is delivered but it does not work. We are now 

entering the third phase.

One of the reasons for the failure is that each donor coun-

Problems of Economic Assistance

It should be recognized that providing economic assis­
tance to the former Soviet Union has been an unmitigated failure. 
I like to divide the history of Western assistance into three phases:

least there ought to be a unified command. In this respect, NATO 
offers a better culture than the European Commission which has 
been put in charge of coordinating economic assistance. The G-7 
ought to have developed a command structure for dealing with 
economic aid to the former Soviet Union, but did not. There is 
much to be gained from giving the task to the Partnership For 
Peace. For one thing, it would put the emphasis on conflict pre­
vention rather than intervention; for another, it would put the 
economic cost in the context of the gain in security. Incidentally, it 
would focus attention on the constituency in the former Soviet 
Union which is the most important from a security point of view, 
namely the military. In current economic conditions, even very 
small expenditures benefitting the military would have a major 

effect in their attitude and behavior.

A strong case can be made that economic assistance to 
Russia and the other newly independent states is justified only in 
the context of a Partnership For Peace. If my earlier analysis is 
correct, the danger of nationalist dictatorships arising is the great­
est after the economy has stabilized. It is imperative to create a 

structure that obviates the danger.

first, when Western assistance should have been promised but 
was not; second, when it was promised but it w’as not delivered;

try is acting on its own and is guided by its own interests and not 
that of the recipients. In my foundation, we describe Western 
assistance to the formerly communist countries as the 'last bas­
tion of the command economy." That may be unavoidable, but at



y
P.5/6DEC 03 '93 10:26AM GEORGE SOROS OFFICE

ami

17

not favorable for the kind of radical new departure I advocate. 
But at least the need for it is recognized; otherwise, the paltry 
measures offered by the U.S. administration would not have been 

named "Partnership For Peace."

Economic Cooperation

multilateral structure of the Partnership would be

my was
the system

Conclusion

I realize that the mood in the NATO member countries is 
not favorable for the kind of radical new departure I advocate. 
But at least the need for it is recognized; otherwise, the paltry

was
tion
than it was in post-war Europe and it is

particularly useful in reestablishing economic ties among the 
member countries of the former Soviet Union. There is an urgent 
need for some kind of economic union because the Soviet econo- 

totally centralized with very little redundancy built into 
 and if the lifelines are cut, individual countries bleed

to death, as the example of Ukraine demonstrates. But the newly 
independent states justly fear the prospect of renewed domina­
tion by Moscow and Western participation could allay their fears.

Perhaps the greatest acci:omplishment of the Marshall Plan 
that it fostered European cooperation. The need for coopera- 
among the formerly communist countries is even greater 

' ” ‘; in this field that the
Partnership For Peace could make its greatest contribution to 
security. But the reform and reconstruction of economic ties 

ong the formerly communist countries should not be pursued 

at the expense of their integration into the European economy. 
Countries like Hungary have almost completely broken their 

dependence on t.
European markets
tance. 1

the Soviet market; they need better access to 
more than any other form of economic assis-

- By allowing differentiated treatment, including member- 
ship in the European Union and NATO, the Partnership For Peace 

should help fulfill their aspirations.

The

member countries of the former Soviet Union. There is an urgent
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There is little time left before the January NATO summit 
and President Clinton s visit to Moscow. Nevertheless, I hope that 
my proposal will receive serious consideration.

I am convinced that the kind of Partnership For Peace I 
outlined here is feasible. It would be welcomed by both Russia 
and the other newly independent states, as well as the countries 
of Central Europe. It would be far cheaper than allowing the 
incipient world disorder to develop unhindered. It would change 

the course of history for the better.

George Soros

29 November 1993
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ISIDENTMEMORANDUM

FROM:

SUBJECT:

cc: Tony Lake 
Carol Rasco

Judicial Decision Regarding Asylum 
Claims Based on China#s Family Planning 
Policies

THE PRESIDENT HAS SEEN

THE WHITE HOUSE

WASH INGTO N

January 19, 1993 94 JAN20 P6 * 08

BERNARD W. NUSSBAUM
COUNSEL TO THE PRESIDENT^

CLIFFORD M. SLOAN
ASSOCIATE COUNSEL TO THE PRESIDENT

A federal court in Virginia has ruled against the Justice 
Department's position in a Chinese asylum case. The context is 
described in the attached memo of December 16, 1993. The court 
found that the applicant has established a credible fear of 
sterilization, and that he is entitled to asylum under asylum 
statute. The court noted that the Executive Branch's position c i 
this issue since 1988 has been "an administrative cacophony 
undeserving of judicial deference."

NSC and the Domestic Policy Council are overseeing the 
preparation of an options memo. Both DOJ and State have strongly 
stated they have concerns regarding this matter and want to make 
policy recommendations. Both Departments have stated that their 
analyses and recommendations will be ready shortly. NSC and DPC 
anticipate that the options memo can be presented to you soon.

In the meantime, the press will be advised that the Justice 
Department litigating position is based on legal considerations, 
that the overall policy is under review, and that nobody with a 
credible fear of abortion or sterilization will actually be 
deported while the policy is under review.
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5FROM:

SUBJECT:

return to China.practices on

reliaion or political opinion, as required unaer 
The Justice Department is defending these views.

do1icy to recommend concerning the 
in liaht of China's

Our
our human rights concerns, and a avoid attracting further
undeserving illegal aliens J" order to avoid attra g

....

xhxq 1 s a decision as early
IttentiorTto developments regarding
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memorandum for the president

BERNARD W. NUSSBAUM

ANTHONY LA^E^- ’

Asylum Claims Based on 
Policies

A District Court in Virginia could issue

the white housej,
WASHINGTON

December 16, 1993

* _ Ab a 1 M

CAROL RASCO CJ*

the L ,—
defective, and that China 
generally applied, do not

United States, ---- - 
return the Chinese aliens aboard 

which ran i 

girois-"® s.policies,- the Justice Department has opposed this position.

ases are now working their way through U.S. courts, 
mnese are asserting a right to asylum, based on .

stem illegal immigration to the

T the Golden Venture, the vessel 
aground’off Long Island this past summer.

Those cases are now working their

ss-sSS-ters-.

Bush E.O. were procedurally

constitute persecution based on race, 
required under our asylum law. 

‘ , This could lead
__ uuauivo — _7— .• a norfrain al i pns who have to judicial decisions finding Abortion-
a credible fear of forced ster 1 i rin rir ..aWYuw-

we have under review what policy to recommend concerning the 
protection of ^cgal Chinese immigrants^ in lig^

family planning policie^ Our appr abie tQ deport



2

illegal immigration concerns.) We expect to have a 
recommendation to you within two weeks.

In the meantime, the Justice Department position could 
attract criticism, based on human rights concerns and perceived 
weakness toward China. We are using the attached press guidance 
to indicate that the Justice Department litigating position is 
based on legal considerations, and that we have the overall 
policy under review.
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TO: JOHN PODESTA

FROM: DAN BURKHARDT

THROUGH: MARSHA SCOTT

SUBJECT:

Thank you.

i

HONORARY CHAIR AND EVENT 
ATTENDANCE REQUEST

Please review the attached request, 
make your recommendations, and return 
to me in rm. 94 EOB by Friday,
January 21, 1994.

THE WHITE HOUSE
WASH I NGTON



Date of Request: 8/19/1993

Request for: POTUS/FLOTUS

Type of Request: Honorary Chairmen

Requestor Name: Mr. and Mrs. Alan I. Kay

Title: Chairmen

Organization:

Contact Tel. #: 301/656-1545

Event Date: 4/19/1994

Event Description:

Notes:

r
Recommendations:

1/

— A'' 5?MW PL JP 

Y

Second Genesis, Inc.
7910 Woodmont Avenue, Suite 500 
Bethesda, Maryland 20814-3048

The Second Genesis Benefit will take place on 
April 19, 1994 at the JW Harriot Hotel in 
Washington, D.C. The benefit is part of the 
commemoration of their 25th anniversary.

This organization operates several drug and 
alcohol abuse treatment communities in the 
Washington area. The correspondent requests 
that POTUS and FLOTUS serve as Honorary 
Chairmen of this event. Donna McLarty has 
advised that Second Genesis is a good 
organization and that this request should be 
given serious consideration.

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP

Today's Date: January 13, 1994^

57



01/21/94DATE:

NOTE FOR: LEEANN INADOMI

□Information

Action

Thank you.

cc:

J

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

for your

THE WHITE HOUSE
WASHINGTON

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

Nancy Hernreich
Bill Burton

Please dispatch to Congressman
Brewster (only send the copy of 
the page from magazine which the 
President has signed).
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MEMORANDUM FOR THE Pi IDENT

FROM: BILL BURTON

SUBJECT: They’re on to us!

co:

LA.

THE WHITE HOUSE

WASHINGTON

The Hon. Bill Brewster 
The Hon. John Dingell

, AU

<?'<-XicQv4c Ti v

I thought you’d get a kick out of the attached 
cartoon from the new issue of The New Yorker. It 
looks like Brewster might be talking!

A/

9-1 JAJH*
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cies into NATO one by one as they be­
came ready to join, the Clinton Admin­
istration lends credence to the notion Communist alliance.

As President Clinton travels through

8H i

i
i

i

ated with—the Atlantic alliance. This 
includes Russia itself, though in recent 
months—even before the strong show­
ing of the nationalist right in Decem­
ber's parliamentary elections—President 
Yeltsin had begun to make it clear that 
his government would view the admis­
sion of the Visegrad countries to NATO 
in an unfriendly light.

The Visegrad countries did not seri­
ously think they would be given full 
membership in NATO right away. But 
they did hope that the alliance would 
establish explicit criteria and definite 
procedures by which they (and any 
other countries able to meet the first 
and follow the second) might gain ad­
mission. That was, and is, a perfectly 
reasonable wish. Unfortunately, neither 
the Clinton Administration nor its 
counterparts in London, Paris, and 
Bonn are inclined to grant it. Instead, 
the Administration is proposing a 
“Partnership for Peace,” the very name 
of which has an aroma of cant and 
equivocation. Countries affiliated with 
the “Partnership” would be allowed to 
participate with NATO members in 
joint military exercises and in disaster­
relief and peacekeeping missions. And 
they would pledge to meet what Secre­
tary of Defense Les Aspin, in outlining 
the idea recently, called “the two key 
political goals of the program: achieving 
civilian control of the military, and 
making defense budgets 
and policies trans­
parent”—that is, mak­
ing them public and 
describing them hon­
estly. But even if a 
“Partner” should carry 
out its tasks faithfully 
and meet its obligations 
fully—even if, for that 
matter, it should pass 
much more stringent 
political tests, such 
as treating minorities 
fairly and consolidating 
a stable form of demo­
cratic government—it 
would still have no as­
surance of being al­
lowed through NATO’s 
golden door. And it 
still would not qualify 
for the security guaran­
tee that NATO’s mem­
bers pledge to each

I

I

I
i

I

other: that, in the words of the alliance’s opponents. This calculation may be just 
founding treaty, “an armed attack wrong, and it is certainly incomplete, 
against one or more of them in Europe The Russian voters who opted for 
or North America shall be considered Vladimir Zhirinovsky and his ilk were 
an attack against them all.” mostly protesting economic conditions,

In taking the “Partnership” route, and what the West does in the eco- 
instead of pressing for a policy that nomic sphere will have far more impact 
would welcome Europe’s new democra- on the fate of Russian democracy than 

will the order in which ex-Communist 
countries are admitted to the ex-anti-

that an expanding NATO would be a As President Clinton travels through 
threat, or could reasonably be seen as a Central Europe this week, he will be 
threat, to Russia. But even when Mos- offering the leaders of Poland, Hun- 
cow was the capital of a millennialist gary, and the Czech Republic quiet 
totalitarian empire and NATO was a assurances that if things really do get 
frankly anti-Soviet alliance, NATO’s be- nasty in Russia NATO will quickly 
havior toward Russia was never aggres- welcome their countries to its bosom, 
sive. And now that NATO’s members are They won’t have much choice but 
redirecting funds from their military to smile and say thank you and hope 
budgets to their aid-to-Russia accounts, that the President is as good as his 
Russia’s fears are simply irrational. It word. But they will surely wonder 
makes no sense for the West to humor whether, given our reluctance to tx ­
those fears and the hatreds behind tend our protection to them now, when 
them, let alone allow itself to be ruled it is easy, we would be eager to do so 
by them. One need not go back to later, when it might be hard. NATO 
Munich to doubt the historical wisdom pledged last summer to bomb Serb 
of accommodating Europe’s worst na- militias in Bosnia-Herzegovina if they 
tionalist impulses: the Serbian example kept on shelling Sarajevo, block- 
is close at hand. ing U.N. relief convoys, or harassing

The Administration’s policy is based, U.N. peacekeepers. They have kept on 
ultimately, on a calculation about Rus- doing all three, and NATO has done 
sian politics: that expanding NATO nothing. The market in Mr. Clinton's 
would strengthen the political position promises, and NATO’s, is a little de- 
of Yeltsin’s nationalist and Communist pressed just now. ♦
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Stakes WijJJBe Huge in the House Elections
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thfeir way. Some leading party strategists 
think that while health care rnay end up 
a political plus for the president, it’s 
more likely to help Republican congres­
sional candidates this year as voters an-

in 1992, indicating those districts are very 
competitive. Moreover, already 31 House 
members have retired this year, and there 
may be a dozen or two more, also giving 
the GOP disproportionate opportunities in 
these open seats.

Rep. Gingrich and other Republicans 
“We’ll pict up somewhere between 10 > also believe some key issues will cut 

and 50 seats," Rep. Gingrich predicts.
That will depend, he believes, on howsflill
Clinton does this year and whether the
economy stays in good shape-factors be­
yond his control-and how the congres­
sional Republicans perform, which decid­
edly is in his control. The Georgia Repub­
lican makes no secret that he'll be a no-
holds-barred foe. Tomorrow he plans to
challenge the president to convene a spe­
cial 60-day congressional session to deal
seriously with crime before even consid­
ering health care and other legislation.

Mr. Gingrich and his colleagues have a
way to go with the public; voters in this
week’s Wall Street Journal/NBC News
Poll, by 34'; Io 29';, say they're more likely
to vote for Democratic congressional can­
didates. But the poll also shows opportuni­
ties; by 5R';; to 337< the public now thinks
it’s better if Congress and the presidency
are controlled by different parties.

Traditionally the party controlling the
White House suffers setbacks in midterm
elections. Dating back to Harry Truman,
in the first off-year elections of a presi­
dent's term the opposition party has
gained an average of more than two-
dozen seats. The Democrats currently en­
joy a 259-to-176 margin. So if the GOP
gains two-dozen seats, that would bring
them to 200-or more seats than anytime
since 1956.

The Republicans seemingly have two
other advantages. The huge il4-member

freshman class, about 60'? Democratic,
has had less time to solidify the advan­
tages of incumbency. Thirty-one of those
Democratic newcomers won by 55% or less

gry about any changes will turn out but 
any benefits won’t be apparent until 
later.

But major Republican strides won’t be 
easy. GOP pollster Robert Teeter remem­
bers how tough it was to defeat freshman 
Democrats from the huge Watergate class 
of 1974: “Sometimes first-termers are ac­
tually safer because they work harder." 
And dreams that the divisive fight over 
the North American Free Trade Agree­
ment would cause sizable problems with 
unions are fading. Labor has told Democ­
ratic politicians privately that while it will 
probably oppose a couple of pro-Nafta De­
mocrats, it wants to normalize its close 
ties to most of the party.

didafes this year. This is almost four times 
as much as the Clinton-Gore team raised 
for these candidates in 1992.

In 1991. the stakes in the House elec­
tions are huge. An even average showing 
by Republicans could revive the domi- 
nance of the old GOP-conservative Demo- 
cralic coalition. More important, if the 
Republicans add two-dozen seats it will 
make actual GOP control of the House a 
dislim I possibility either two or four 
years later.

Many of the 31 Senate races and 36 gu­
bernatorial elections, as usual, will cap­
ture most of the political attention. But the 
dash lor I he House is the most critical bat­
tlefield in 1991. The difference between a 
medim re and a spectacular showing may 
rest, in part, on how the current House Re­
publicans present themselves in this sure- 
lo be turbulent political year.

A< ( (irdingly, the most pivotal Republi-
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Hyuse whip and next House GOP leader, 
Newt Gingrich. "Newt is the most impor­
tant Republican in the country Tor the next 
18 months,saysjormer House Republi­
can Vin Weber.

Lofig Drought for GOP
House seats » Republlcint ■ Oemocrets

-r Politics & People

By Albert R. Hunt

EledlMYnr

Soung Congr»»sM Quarterly

Further, the single most important is­
sue in most nonpresidential elections is, 
not surprisingly, the economy-and today 
that looks like a winner for the Democrats. 
“This is one of the few times that an off- 
year election will be held in a recovering 
economy," notes Democratic pollster Pe­
ter Mart.

The politically astute Newt Gingrich tt 
alizes this and knows he must position Rd 
publicans artfully this year. “If it’s Re­
publicans opposing, we will only gain the 
minimum seats," he acknowledges. "If it’s 
Republican alternatives, we ll double or 
triplethat."

He therefore has little use for asser­
tions by some prominent Reptiblicalls 
that the GOP line on health care should 
be that there is no crisis: “I wish people 
who say that would go talk, at random, to 
any 10 small-business people in Amer­
ica." That doesn’t mean, however, that 
Mr. Gingrich will help the president get,a 
health care overhaul passed. The only 
question is how best to frame alternatiyts 
that will kill or, even better, embar 
rass-the Clinton initiative.

Almost everyone who spends any (idle 
with Mr. Gingrich appreciates his brilliant 
mind and political dexterity. Even sopit 
friends, however, worry about personal 
flaws. Character assassination-linking 
Democrats to Woody Allen in 1992 for i’n- 
stance-has been a too-frequent Gingrifh 
tactic, and his plans to target HdtiSA 
Speaker Tom Foley’s opposition to term 
limits are disingenuous; the eight term 
Georgia Republican has no interest in 
term limits for himself. It’s really a reach 
when he suggests that the Clintons' ethics 
are “Nixonish."

But the Georgia Republican can tasfe 
the prospects of exercising real power m 
the House, and he doesn’t plan to blow it. 
And he has a catchy campaign theme thiit 
should give the Democrats fits: “Do vou 
think If) years is long enough?"

At an oft delayed White House meeting can in the land*today is not Bob Dole or 
tight before Christmas, the House Democ- any GOP presidential hopeful; it,is the 
ialii leaders were direct with President
Clinton: Working control of Congress may
well disappear with this year’s elections.

They (ited more than a half-dozen ma­
jor voles during 1993. including critical
budget and spending tallies as well as
othei key measures such as overhauling
the (.ampaign finance laws. A switch of
less than III votes would have changed the
oilh ome in each. They then tossed in a few
more bills, and a switch of 18 votes would
have wiped out most of the president’s leg­
islative adiievements.

Bill Clinton, who took copious notes,
was impressed. Al the end he agreed to
raise $2 million for House Democratic can-
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Rostenkowski Asks Health Plan Cooperation

Following if a tact of remarics prepared for delivery by Ways and Means Committee Chairman Dan
Rostenkowski before a meeting sponsored by the Health Insurance Association of America tn Chicago

because the details will answer the question of whether many of America’s health insurance

For release on delivery 
January 19, 1994

There is a natural human tendency to predict the future by using the standards of 
the past and to search for precedents that will provide guidance on how to achieve current 
goals. That’s often a helpful technique, but there are situations where it proves irrelevant, 
leaving us more confused than when we began..

The current debate about reforming America’s health-care system is one of those 
situations where there are no easy or helpful precedents. We are entering new territory — 
like the test pilots in The Right Stuff who broke the sound barrier for the first time 
without knowing whether they would survive. None of us have ever done anything of 
this magnitude before. At minimum, that suggests that we should move very carefully and 
be very cautious in predicting what will happen next.

But the situation we currently find ourselves in is a bit more interesting and 
paradoxical than that because while we can’t answer all of the small, incremental questions 
involved, we can speak with confidence about the big ones. So let me start there. 
If this group meets a year from now you will be talking about a comprehensive and basic 
revision of our health insurance laws that was passed by this Congress and signed b$ 
President Clinton. Proponents will claim that this legislation will ultimately provide 
universal access to health insurance while containing costs;

The legislation will be complex and imperfect. It will display the strains and stresses 
of compromise rather than the pristine lines of ideological purity? It will be revised in the 
vears ahead as we discover unanticipated flaws'*

But, in the short run, it will be seen as a tremendous victory for President Clinton, 
regardless of how far it strays from his original concept? And it will be a victory for the> 
Congress because it will prove that an institution that was seen as frozen in gridlock just % 
very few years ago has learned how to tackle the toughest problem our nation faces an4t 

come up with a constructive solution. J
Now all we have to do is decide on the derails that plan will include. Its often said 

that the devil is in the details. That may be a bit of an understatement in this instance 
because the details will answer the question of whether many of America’s health insurance 
companies will survive into the next century. Let me make my prejudice on that issue 

clear - I hope they do.
As we begin to focus on the details, the format of the debate shifts from an outside 

game to an inside game. The time for heavy public relations campaigns designed to

4566221 

n

DAN ROSTENKOWSKI, Chaims^

THE PRESIDENT HAS SEEN
I 9- \ M

JAN-19-1S94 15:54 FROM 62743622546 TO

L/VIVIIVII i ICC VIN haiu nnu ivu-ruiv 
U.S. HOUSE OF REPRESENTATIVES S
1102 Longworth House Office Bulking • Wallington, DC 20615 • (202) 225-03



TO 4566221 P.003Z005

boat is

me

isn’t

something more attractive.

jeopardizing their health insurance coverage. They shouldn t even have to consider it

While 1 am a proud and enthusiastic backer of the President and his plan to reform^
our health-care system,.* am not in cement on any the specifics? More importantly, he 
isn’t either. We are both more concerned with ends than means. Structures are merely 
tools to achieve our goals. If you don’t like Ira Magaziner’s architecture, help us create 

something more attractive. , -ti l i
That doesn’t mean you have carte blanche. We need a structure that will help us 

achieve some goals that we’re not about to compromise on in our quest for universal 

There are four of them.
The first is portability. Job-lock, where people stay m positions they^donJ hke

be eliminated. Not only is it bad for the individuals involved, but it is at least equally bad 
for the efficiency of our economy. People should be able to change jobs without

political process and make change that much more inevitable.
I hope that is a compelling argument. But if it isn't adequate to close the sale, fet^ 

make one further point that won’t require explanation. If you oppose the process, you ?

the pomt your are making. You justifiably fear that the geographic health alliances will 
favor large insurance companies with a big market share over smaller arms whose business 
isn’t concentrated within a particular area. So you bombard the public with scary » 
messages about a bureaucracy that will deprive them of freedom of choice. £

I would be less than candid if I didn’t mention that your messages are becoming 
the Willie Horton commercials of the health care campaign - they’re increasing the heat ot 
the debate without adding any light. I don’t think they are making a constructive

My presence here today is designed to send you a message

product that ultimately emerge* It requires you to abandon the high-profile outside gam." 
you’ve become so good at and instead embrace an intense, but private inside game.* 

There are several logical reasons for my stance. The first is that we could use your

cannogood yearns at us as we make our own way through the political and legislative

minefields ahead? n i
My presence here today is designed to send you a messages Let me spell it out. 1* 

want you to oarticipate m the process with us. -We need your expertise. It is tixnp V

I think I understand many of your concerns about the President’s plan. You are 
fiehtinc like a tiger because you fear that your future survival is in question. I understand

_‘_1. over. It is time to stop shouting ar one 
another and start listening to one another. There’s a need to shift the focus from our 

differences to the areas of common ground.
That means that all the interested parties have to decide whether they want to 

quietly make a deal or launch a noisy mortar attack. It is a time to choose The legislative 
boat is about to pull away from the pier. So it is time for you to decide whether you want 
to book passage and help us chart our course, acknowledging that you won t win a 
hundred percent of what you want. Or do you want to stand on the shore ano tire

access. There are four of them.  . )
The first is portability. Job-lock, where people stay m positions they don t like 

for the sole purpose of hanging on to their health insurance, is a totally bad idea that must
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intimidate reformers by scaring the public is

differences to the areas of common ground.

and instead embrace an intense, but private inside game, f

help - both politically and“substantively. You know more about your industry than we 
do. You can teach us how to make surgical changes that will achieve our goals with a 
minimum of bloodshed. And, obviously, your participation will add momentum to the
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Next is a similar issue, open enrollment. Insurance coverage must be available to

all.
should risk losing their insurance

So wemus also address the issue of cost containment We need a structure that

RBRVS system for physician

The new inflation figures suggest that 1993 was a

move would probably create other problems - including some very' serious ones for the 
insurance industry -' but there’s reason to believe that it would successfully control

spending. , . .
■ - ■ - very good year tor increases in 

say that extending these mechanisms to pay for all services provided to everyone wo^d 
provide a control mechanism that we could rely on# You and I both know that such a

health spending. But one swallow doesnl make a summer and those of us wh^i 
participated in the battle over hospital cost containment during the Carter years know that* 
there’s plenty of precedent for such restraint when an industry is under direct atiaj|t. So

years that aggressively sells health insurance to the healthy while relentlessly working to 
exclude the sick who are most likely to use the benefits offered. That system doesn t 
serve anyone well. Meanwhile, costs have gone through the roof.

So we must also address the issue of cost containment We need a structure that 
allows us to constrain costs. We’ve made significant progress in the medicare program with 
diagnosis-related group payments to hospitals and the newer RBRVS system for physician

P V Supporters qf a single-payor system make a compelling logical argument when they,;

when they’re considering employment options.
The second is community rating. - Charging people more because they are sick and

weak is a bad habit that must be eliminated.
)

Finally, we require guaranteed renewal. No one
because they’ve had the temerity to use it.

My focus on these four questions reflects the serious distortions of insurance 
principles that have become the basis of today’s problem. You didn’t create these 
problems, but you must help us come up'with a solution. In the beginning, insurance was
nothing more than a clever device that allowed people to pool their risks so they could buy 
protection against large risks at an affordable price. But we ve created a system in recent

That system doesn’t

while I welcome the modest figures for last year, I am not ready to see them as part of a 
new pattern and do not believe that they relieve us of our cost-containment responsibilities. 

As we try to work out these difficult details, I think it is important that we 
maintain a sense of perspective about what we are doing. President Clinton is attempting 
to complete a process begun by President Truman nearly a half century ago - provide 
health insurance to all Americans^ We have been debating this issue for decades and have 
taken some important incremental steps along like the creation of medicare and medicaid 

during the 1960s.
But we have repeatedly failed to achieve the larger goal for a number of reasoi^. 

Critics credit tough lobbying by those who benefit from the status quo and are willing to 
make substantial political contributions in order to preserve it. There may be some truth 
to that. But I find it interesting to note that a recent W'ashin^ton Post list on where the 
money goes showed that it is directed at the most enthusiastic backers of change - people 
like me and Pete Stark and Harris Wofford - and relatively less goes to opponents of

8 It is equally clear to me that opponents on the other side have been effective, if 

accidental defenders of the status quo. I’m talking about liberals within my own

JAN-19-1994 15=56 FROM 62743622546
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And he has used his leadership to commit the Democratic Party to this goal as well.

reality. We’ve come to a point on this issue, though, where we no longer have the option
] _ . * . 1 . ' _ •___ L _____ _____ _ —.Ill It- nr TI’l!

I hope that we can work together to create a product that we will all be proud of.

# # H

Democratic Party who opposed incremental change in their quest for perfection. There 
growing realization that we could have won this war during the Nixon years if we had 
concentrated more on the policy proposal and less on partisanship and the President s 

pay a political price if we fail to deliver on this promise. 1
Personally, I suspect that the voters will take revenge on incumbents generally if 

this issue isn’t resolved. Some Republicans who have become adept at just saying no in 
other instances realize that response is inappropriate in this case. They face the same 
choice you do - whether to attack the plan on the table or to try to perfect it. I have 
issued the same invitation to them that I am extending to you today.

All of us like the idea of change, but most of us are reluctant to embrace the  
reality We’ve come to a point on this issue, though, where we no longer have the option 
of rejecting change. It is coming. The only question is whether we will master it or it will 
master us - whether we will be the beneficiaries or the victims of the new health insurance 

system. . ... m

lagging popularity.
President Clinton has courageously upped the ante by literally betting hi&r. 

Presidency on the creation of a national health plan. That means he’s not about to accept
defeat on this issue because he can’t afford to. For him, good politics and good policy are 

linked.

Don’t ^mkled by^reports oTSssenrion within the Democratic Party. We wouldn’t 

Democrats if we weren’t fighting with one another! But all Democrats are committed to $ 
the broad goal of making access universal while containing cos^. And all Democrats will 
pay a political price if we fail to deliver on this promise. 1

Personally, I suspect that the voters will take revenge on incumbents generally if 
this issue isn’t resolved. Some Republicans who have become adept at just saying no in 
other instances realize that response is inappropriate in this case. They face the same 

’s a

JAN-19-1994 15:56 FROM 62743622546
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Queen in 
logic.

disguised as journalists.
But what are we to make of the nine Democratic

committed a specific federal crime — not when 
gossip fills the news media and the talk stiovys.

bies to the wolves chasing the sleigh.
No, the wolves will find no criminal wrongdo-

/ 1 l '

prove that you are innocent. And. no, we won’t tell 
you what you’re accused of.

1

is,:4fe

.. .... .

.. .

such stature and integrity th 
dence would not be called in: 
this action, the administratu 
step toward putting this maf. 
Robert C. Byrd (D-W.Va.) dec. 

Democratic congressional i 
oppose any move to form spec 
opment in the past reserved 
as Watergate and Iran-contr; 
quiry should take place throi 
ate Banking committees, thee 
of those committees so far h 
hearings on the issue.

A spokesman for House Sj 
(D-Wash.) said, however, tha 
would debate and probably ] 
law that expired in Decembe 
that would have required t 
make a detailed response to c 
independent counsel.

Reno pointedly left open 
person she names as special c 
independent counsel — app 
panel — if and when Congre 
has said that she would pr 
make the appointment, to e 
not be accused of dependenci 

Meanwhile, The Los Angel- 
day that federal bank regular 
separate investigation into 
Firm of Little Rock misled th 
ings with Madison Guaranty 
Clinton and Webb Hubbell,: 
official. were partners in th« 

Stephanopoulos said Clii 
that the Justice Departmer 
an impartial investigation 
counsel. But he said that “ir 
ing and irresponsible accu 
had given Clinton little choi 
investigation.

In fact, however, it was t) 
crats — including New Y 
Moynihan, Senate Banking 
of Michigan, and at least se' 
ators — that finally persv 
that their strategy could no: 
the stance yesterday by Ca 
subject of a special counsel 

He ultimately was clean 
troversy involving bank 1 
peanut warehouse. 

“1 think that President 
much better off had he din 
Janet Reno,.to appoint a 
very beginning, and mak- 
data available to the pub 
Carter said in an intervie 
dio’s “Morning Edition." 
think, grossly in the White 

New York lawmakers g 
House decision to call for 
counsel, though some Rep 
gress also should investigf 

“I think the president 
need for a special prosecut 
ty to go further,” Sen. Alft 
and member of the Bank: 
will appoint the special pr- 
will that person be? Cong 
cess to all the papers, rev 
what they think is appn 
right to know."

Rep. Peter King (R-S 
House Banking Commr 
should appoint a special 
have congressional heant 

But Rep. Charles E. S 
“Let the independent c< 
question about it still e- 
take a look at it.” And Re 
(D-Coram) said, “The Sc 
work that they’d be bet: 
their own business.” 

Gaylord Shaw, Timoti 
man and Deborah Su 

story.

U^der the law, a special prosecutor is to be can do independent fact finding without assuming

"" vm. --------- Pholo

Sen. Bob Dole talks to reporters yesterday about the Whitewater investigation

The Itch to Lynch
Senators unbothered by lack of evidence

Stop for a second and consider this Whitewater 
business. Clinton was a real estate partner with
James McDougal who owned a savings and loan 
that went bust after making insider loans. McDou­
gal’s bank was regulated by a Clinton appointee at 
the same time it was represented by his wife.
Hillary Rodham Clinton.

Even putting the worst possible interpretation 
on the most seemingly damaging events — possi­
ble diversion of bank funds to Clinton’s guberna­

torial campaign — there has been no 
credible allegation that any specific 
person, and certainly not Clinton, has 
committed a federal crime.

Rep. Jim Leach (R-Iow-a). who has 
been calling for a full-scale investiga­
tion into Whitewater, concedes, “I 
don’t think there’s anything big at the 
end of the tunnel. 1 don’t see anything 
beyond a very serious embarrassment 
of the president.”

Yet Leach wants a full-fledged inves­
tigation anyway. He believes that Clin­
ton, while governor of Arkansas, may 
have abused the powers of office. I sub­

mit that it is a far worse abuse of official power for
Leach to Remand a congressional investigation 
when he clearly believes that its outcome will 
merely be “embarrassment of the president.”
Congress supposedly exists to pass laws, not to 
create embarrassments. Though, true, it cannot 
often tell the difference.

Leach was asked whether his remedy, a full­
blown federal investigation, might be overkill giv­
en his own belittling of the alleged misdeeds.

Washington — The worst cowards in a lynch 
mob are the guys who know their victim is really 
innocent, but they still go along with the hang-

You would expect Sen. Bob Dole (R-Kan.) to lead 
the mob against President Bill Clinton. Dole 
wants to run against Clinton in 1996, and on 
current performance, Dole is a no-hoper. If you 
can’t defeat a popular, successful president, try to 

destroy him.
This is a lesson Dole no doubt learned 

from Democrats in the Nixon and Rea­
gan years. When he called yesterday for 
a Select Senate Committee to investi­
gate the Whitewater real estate mess, 
he was elevating it, ludicrously, to the 
level of the Watergate and Iran-contra 
scandals that destroyed one president
and crippled another.

And on the basis of what evidence? 
“I’m not making any judgment about _ ______
the veracity of the allegations,” Dole iars_Crj|( 

said. “I’m not accusing the president
and Mrs. Clinton of anything.” This is NeiSOO 

wonderful: Dole wants a select Senate 
investigation — an extraordinary enterprise pre­
viously reserved for major abuses of presidential 
power — to examine allegations that he has not 
even taken the trouble to verify.

At the other end of the Washington Mall, the 
statue of Abraham Lincoln heard this, stood up 
and laughed. Forgive Dole. He is what he is. 

You can even forgive the two leading media 
hangmen: columnists Pat Buchanan and William
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Thank you.

cc:

THE WHITE HOUSE
WASHINGTON

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

The President 
foryoupf

The Vice President
George Stephanopoulos
David Gergen
Mark Gearan
Dee Dee Myers
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ROBERT RUBIN & BERNARD NUSSBAUMFROM:

UPDATE ON BARCLAYS BANK V. FRANCHISE TAX BOARDSUBJECT:

regime.

■

MEMORANDUM FOR THE PRESIDENT

THE WHITE HOUSE

WASHINGTON

94 JAN20 Ml: 0|
January 20, 1994

As you may recall, the Barclays case concerns a constitutional challenge to California's 
"worldwide combined reporting" tax system and presents difficult questions concerning tax 
policy, domestic policy, and international retaliation.

Late yesterday, the Solicitor General, reversing a position espoused by the Reagan and 
Bush Administrations, filed an amicus brief solidly in favor of California. While reaching the 
same conclusion as the California Supreme Court, the brief employs a different argument. The 
brief emphasizes that foreign commercial policy was evolving at the time and that California was 
not on notice that its tax scheme was unconstitutionally in tension with federal policy. The 
California court relied on a more sweeping argument that Congress authorized the State's tax 
regime. Administration officials were concerned that the latter argument could trigger 
international retaliation, and some were concerned that it would reduce Executive authority over 

foreign policy.

While some California officials would have preferred that the Solicitor General's brief 
more closely track the state court's ruling, the brief articulates a position that minimizes the 
likelihood that the Court will require California to refund up to $4 billion to foreign-based and 
domestic-based corporations, minimizes the likelihood of international retaliation, and preserves 
Executive authority in foreign commercial policy.

In short, the brief is a constructive solution to a delicate and complex situation. As the 
attached Los Angeles Times story suggests, this filing will be viewed very favorably in California.
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U.S. Urges
High Court
to-Back Calif.
in Tax Case

TXT’ASHINGTON—Siding with 
W California in a tax case in

T T nlike most states and nations, 
which treat the local oper-

Bv DAVID G. SAVAGE 
TIMES STAFF WRITER

‘After 12 years of this case, it’s 
til to have a pro-Cahfcrr.ia 

brief." he said.
wor.cerf',’'

ations of a multinational firm as 
though they are separate business­
es. California treated multination­
als as a single business and taxed a 
portion of the whole enterprise.

Corporate tax lawyers complain 
this unitary method permits Cali­
fornia to tax profits that were not 
earned within the state.

But state lawyers counter that 
the simple accounting system com­
bats international tax cheating. 
Some foreign firms have allegedly 
shifted their costs so as to claim 
they earn no profits in California.

Nonetheless, state lawmakers 
bowed to pressure from interna­
tional business last year and essen­
tially repealed the unitary tax. But 
billions of dollars in past collection 
remain in dispute.

The high court is expected to 
hear arguments in the case in late 
March and issue a ruling by sum­
mer.

which $4 billion is at stake, lawyers 
for the Clinton Administration on 
Wednesday urged the Supreme 
Court to uphold the state's use of 
the so-called "unitary tax" on mul­
tinational corporations.

The legal brief, filed in the 
pending case of Barclays Bank vs. 
California. 92-1384. redeems Clin­
ton’s campaign pledge to take a 
‘‘pro-California" stand in the huge 
tax dispute, which involves the 
nation's foreign trading partners.

In an earlier phase of the case, 
officials of the Ronald Reagan and 
George Bush administrations had 
contended that California's distinct 
method of taxation disrupted the 
nation’s foreign relations and 
should be declared unconstitution­
al.

If the high court were to adopt 
that view, the state could be forced 
to pay refunds or forgo disputed tax 
assessments that amount to. $4 
billion.

But the Administration brief ar­
gues that neither Congress nor the 
White House put California on 
notice during the 1970s and 1980s 
that its taxing system was disrup­
tive.

The state should not be “unjustly 
held liable for refunds of tax that 
violated no federal policy" at the 
time, the brief says. Congress could 
have required all states to adopt an 
identical taxing system, but it did 
not do so. the brief noted.

Brad Sherman, chairman of the 
state Board of Equalization, praised 
the Administration's action and 
said that it could save California far 
more than it will cost to rebuild the 
freeways that were damaged m 
Monday s earthquake.
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George and Gene —

llodd

This is a draft of an appendix chapter 
to the budget on capital budgeting. 
Because it has some relationship to 
balanced budget issues, John wanted you 
to get a copy.



FEDERAL INVESTMENT OUTLAYS AND CAPITAL BUDGETING

Part I — Introduction

1

Draft: January 20, 1994 
g:\wp\invest.rwk

1 Creating A Government That Works Better & Costs Less,
Report of the National Performance Review, September 7, 1993, p.
Ill •

In 1993 the Federal Government spent $242 billion on 
investment, 17.2 percent of total Federal outlays. Investment 
outlays are outlays that yield long-term benefits. They take 
several forms and are made for many purposes. They can be direct 
Federal outlays or grants to State and local governments. They 
may be aimed at improving the efficiency of internal Federal 
agency operations or at increasing the nation's overall stock of 
capital for economic growth. They can be for physical capital, 
which yields a stream of services over a period of years, or for 
research, development, education, and training, which are less 
tangible but also provide long-term benefits. They can also be 
for acquiring commodities or other purposes.

The Administration is strongly committed to increasing 
investment — both public and private — in order to raise 
economic growth and future living standards. In A Vision of 
Change For America, the President identified these as key 
elements of his economic plan for the nation — "long-term public 
investments to increase the productivity of our people and 
businesses; and a serious, fair, and balanced deficit-reduction 
plan to stop the government from draining the private investments 
that generate jobs and increase incomes." Thus, the President 
proposed to increase investment outlays above the baseline and to 
reduce the deficit. Congress appropriated a substantial amount 
of the President's 1994 request for investment funding, and $500 
billion of deficit reduction was achieved by enactment of the 
Omnibus Budget Reconciliation Act of 1993 (OBRA). The 1995 
budget builds on these successes by requesting additional 
investment funding for 1995 while maintaining the fiscal policy 
constraint envisioned by OBRA.

Higher investment funding carries with it the responsibility 
to use Federal investment dollars wisely. Yet, as recognized by 
the National Performance Review (NPR), "Poor choices of capital 
investment and the acquisition methods are currently costing the 
taxpayer millions of dollars each year."1 * Ill Therefore, in addition 
to requesting higher investment funding, the Administration will 



Part II — Description of Federal Investment
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implement the NPR recommendation to establish a capital budgeting 
process for the Federal Government that will improve the analysis 
and review of its acquisition of general purpose fixed assets.

o Focusing on the role of investment in improving national 
productivity and enhancing economic growth would exclude 
items such as national defense assets, the benefits of which 
are enhanced national security rather than economic growth.

o Concern with the efficiency of Federal operations would lead 
to a focus solely on investments to reduce costs or improve 

o To suit the purposes of a more business-oriented balance 
sheet, investment might include only those physical assets 
owned by the Federal Government, excluding capital financed 
through grants and intangible assets such as education and 
training.

For more than forty years, the budget has shown Federal 
investment outlays separately from outlays for current use, using 
the broad definition of investment as those outlays which yield 
long-term benefits. This presentation has been primarily for 
analytical purposes rather than to direct budget decision-making. 
This section of the chapter describes the composition of Federal 
investment outlays and discusses recent trends in Federal 
investment.

The classification of outlays into investment and current 
outlays is a matter of judgment. The budget has traditionally 
employed a relatively broad classification, including both 
physical investment and items such as education and training. 
But presentations for particular purposes would adopt different 
definitions of investment:

Most budget presentations combine investment outlays with 
outlays for current use. This chapter focuses solely on Federal 
and federally financed investment. It discusses the size, 
composition, and long-term trend of Federal investment outlays. 
It presents a capital budget for Federal investment using two 
definitions of investment, and it analyzes the effectiveness of a 
capital budget for the Federal Government as a capital planning 
tool. Information about Federal and federally financed capital 
stocks and the depreciation of these assets is also presented. 
The final section provides projections of Federal physical 
capital spending and information regarding recent assessments of 
public civilian capital needs, which is required to be included 
in the budget by the Federal Capital Investment Program 
Information Act of 1984 (Title II of Public Law 98-501).
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effectiveness of internal Federal agency operations, such as 
of computer systems.

In addition to this basic definitional issue, there are two 
technical problems in the classification of investment data, 
involving the treatment of grants to State and local governments 
and the classification of spending that could be shown in more 
than one category.

o A ’’social investment" perspective might broaden the coverage 
of investment beyond what is included in this chapter to 
encompass programs such as childhood immunization, maternal 
health, and substance abuse treatment, which are designed in 
part to prevent more costly health problems in future years.

The relatively broad definition of investment used in this 
section has the presentational virtue of consistency over time: 
historical figures on investment outlays back to 1940 can be 
found in the separate Historical Tables volume. The detailed 
tables at the end of this section allow disaggregation of the 
data to focus on those investment outlays that best suit a 
particular purpose.

First, for some grants to State and local governments, the 
recipient jurisdiction, not the Federal Government, ultimately 
determines whether the money is used to finance investment or 
current programs. This analysis classifies all of the outlays in 
the category where the recipient jurisdictions are expected to 
spend most of the money. Hence, community development block 
grants are classified as physical investment, although some may 
be spent for current purposes. General purpose fiscal assistance 
is classified as current spending, although some may be spent by 
recipient jurisdictions on physical investment.

Second, some spending could be classified into more than one 
category of investment. For example, grants for construction of 
research facilities finance the acquisition of physical assets, 
but they also contribute to research and development. To avoid 
double counting, the outlays are classified in the category that 
is most commonly recognized as investment. Consequently outlays 
for the conduct of research and development do not include 
outlays for research facilities, because these outlays are 
included in the category for physical investment. Similarly, 
physical investment and research and development related to 
education and training are included in the categories of physical 
assets and the conduct of research and development.

The Federal Credit Reform Act of 1990 changed the treatment 
of loans obligated or guarantees committed in 1992 or later. The 
estimated subsidy value of these direct and guaranteed loans is 
included as budget outlays since 1992 and related cash flows are 
not included. The subsidies are classified according to their 
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Major Federal Investment
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program purpose, such as construction, education and training, or 
non-investment outlays. For more information about credit 
reform, refer to Chapter 10, "Underwriting Federal Credit and 
Insurance."

Outlays for direct physical investment for nondefense 
purposes are estimated at $22.9 billion in 1995. These outlays 
include $15.0 billion for construction and rehabilitation. This 
amount funds water, power, and natural resources projects of the 
Corps of Engineers, the Department of Interior, the Tennessee 
Valley Authority, and the power administrations in the Department 
of Energy; construction and rehabilitation of veterans hospitals 
and Postal Service facilities; and facilities for space and 
science programs. Outlays for the acquisition of major equipment 
are estimated to be $7.1 billion. The largest items are for the 
space program and the air traffic control system. Outlays for 
the purchase of land and buildings are estimated to be $0.8 
billion, mostly for the Federal buildings fund in the General 
Services Administration.

The composition of major Federal investment outlays is 
summarized in Table 8-1. They include major public physical 
investment, the conduct of research and development, and the 
conduct of education and training. Total defense and non-defense 
investment outlays totalled $236.7 billion in 1993, falling to an 
estimated $233.6 billion in 1994 and edging up to $234.0 billion 
in 1995. Major Federal investment will comprise an estimated 
15.4% of total Federal outlays in 1995, representing 3.3% of the 
nation's Gross Domestic Product (GDP). Tables 8-3 and 8-4, 
appearing at the end of this section of the chapter, provide more 
detail on the composition of investment outlays.

Physical investment. Outlays for major public physical 
capital investment (hereafter referred to as physical investment 
outlays) will total an estimated $119.8 billion in 1995. Physical 
investment outlays are primarily outlays for construction, 
rehabilitation, and major equipment. About three-quarters of 
these outlays are for direct physical investment outlays by the 
Federal Government, with the remaining quarter representing 
grants to State and local governments for physical investment.

Direct physical investment outlays by the Federal Government 
are primarily for national defense. Defense physical outlays are 
an estimated $60.4 billion in 1995. Almost all of these outlays, 
or $55.4 billion, are for the procurement of weapons and other 
military equipment, and the remainder, $5.0 billion, is primarily 
for construction of military bases and family housing for 
military personnel.
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Miscellaneous Investment Outlays
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This category does not include outlays for education and 
training of Federal civilian and military employees. Outlays for 
education and training that are for physical investment and for 
research and development are in the categories for physical 
investment and the conduct of research and development.

Grants to State and local governments for physical 
investment are estimated to total $36.5 billion in 1995. 
half of these outlays, or $18.3 billion, are to assist with the 
Interstate Highway System and other major highways. Other major 
grants for physical investment fund sewage treatment plants, 
community development, airports, and mass transit.

Conduct of research and development. Outlays for the 
conduct of research and development are estimated to be $69.7 
billion in 1995. These outlays are devoted to increasing our 
basic scientific knowledge and promoting related research and 
development. They increase our national security, improve the 
marginal productivity of capital and labor for both public and 
private purposes, and enhance the quality of life. Slightly more 
than half of these outlays, an estimated $39.4 billion in 1995, 
are for national defense. Physical investment for research and 
development facilities and equipment is included in the physical 
investment category.

Conduct of education and training. Outlays for the conduct 
of education and training are estimated to be $44.6 billion in 
1995. These outlays add to the stock of human capital by 
developing a more skilled and productive labor force. Grants to 
State and local governments for this category are estimated to be 
$25.6 billion in 1995, more than half of the total. They are 
primarily for the disadvantaged and the handicapped, and for 
vocational and adult education. Direct education and training 
outlays by the Federal Government are estimated to be $19.0 
billion in 1995. Programs in this category are primarily aid for 
higher education through student financial assistance, loan 
subsidies, the veterans GI bill, and health training programs.

In addition to the categories of major Federal investment, 
several miscellaneous categories of investment outlays are shown 
in Table 8-1. These items, all for physical investment, are 
generally unrelated to improving Government operations or 
enhancing economic activity. Sales of commodity inventories are 

Nondefense outlays for the conduct of research and 
development are estimated to be $30.3 billion in 1995. This is 
almost entirely direct spending by the Federal Government, and is 
largely for the space programs, the National Science Foundation, 
health research, and research for nuclear and non-nuclear energy 
facilities.
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In real terms, Federal investment outlays rose through the 
1970s and early 1980s and have held roughly steady since then. 
Table 8-2 shows the major categories of Federal investment since 
1970 in constant FY 1987 dollars.

Tables 8-3 and 8-4 present further detail on the composition 
of physical and other investment outlays. They provide two basic 
classifications. The first separates national defense from 
nondefense investment outlays, and the second separates grants to 
State and local governments for investment from direct Federal 
investment outlays.

estimated to exceed purchases by $0.2 billion in 1995. Outlays 
in this category are for the purchase or sale of agricultural 
products pursuant to farm price support programs, purchases of 
oil for the strategic petroleum reserve, and other purposes.

The overall trend in Federal investment conceals two very 
different patterns for defense and non-defense outlays. Through 
the 1970's, defense investment declined in real terms from $92.6 
to $66.4 billion, an average annual decrease of 3.3%. The 
defense buildup of the early 1980's reversed this trend, with 
defense investment growing at a rate of 9.7% annually through 
1987. Since then, in recognition of the end of the Cold War, 
defense investment has again begun to decline. This decline 
continues in the 1995 budget, with defense investment reduced by 
19.2% from 1993 levels. At the same time, defense R&D, with its 
greater potential to spill over into the general economy, will 
make up an increasing share of defense investment while declining 
in inflation-adjusted terms. Defense R&D is estimated to 
increase to 37% of total defense investment, up from 32% in 1993.

Outlays for other miscellaneous physical investment are 
estimated to be $5.5 billion in 1995. This category includes 
primarily conservation programs and assets acquired and sold as 
collateral on defaulted loans. These outlays are entirely for 
nondefense, direct Federal spending.

Non-defense investment rose steadily in the 1970s, at an 
annual rate of 2.3%, and was then cut sharply in the early 
1980's. Real non-defense investment fell from $93.3 to $78.2 
billion from 1981 to 1982 alone. In the late 1980's, non-defense 
investment began to increase again in real terms. However, only 
in the last few years has non-defense investment reached its 
level of the end of the 1970s. Expressed as a percent of GDP, 
the level has still not been restored: in 1970, non-defense 
investment was 2.6% of GDP, while in 1993 it was only 1.9%.
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Capital budgets and other changes in Federal budgeting have 
been suggested for both types of investment. Some of these 
proposals are discussed below and illustrated by alternative 
capital budget presentations.

Additional data about trends in Federal investment outlays 
can be found in the separate Historical Tables volume of the 
budget. Section 9 of that volume contains data on physical 
investment, and Section 10 contains data on the conduct of 
research and development and the conduct of education and 
training.

A capital budget would separate Federal expenditures into 
two categories: spending for investment and all other spending. 
In this sense, the previous section provided a capital budget for 
the Federal Government, distinguishing outlays that yield long­
term benefits from all others. But alternative capital budget 
presentations have been suggested, two of which are described in 
this section.

The Federal budget finances investment for two quite 
different types of reasons. It invests in capital — such as 
office buildings, computers, and weapons systems — that 
contributes to its ability to provide governmental services to 
the public. And it invests in capital — such as highways, 
education, and research — that contributes to the economic 
growth and well-being of the Nation. Most of the capital in the 
second category, unlike the first, is not owned or controlled by 
the Federal Government. In the discussion that follows, the 
first is called "Federal capital" and the second is called 
"national capital." Table 8-5 compares total Federal investment 
as defined in this chapter with investment in national capital 
and with the part of investment in Federal capital that the 
National Performance Review singled out for special attention.

A key priority of the Administration is to accelerate the 
restoration of domestic investment spending. In 1995, 
investments are proposed to increase dramatically in priority 
areas such as [take from policy chapter: full funding of ISTEA, 
information superhighway, etc.] These proposals, along with the 
investments funded in the 1994 appropriations acts, will increase 
the share of Federal outlays devoted to non-defense investment 
from 8.5% in 1993 to 8.8% in 1995.

The nature of investment in Federal capital. — The goa1 of 
investment in Federal capital is to deliver Government services 
as efficiently and effectively as possible. The Congress 
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allocates resources to Federal agencies to accomplish a wide 
variety of programmatic goals. Because these goals are diverse 
and most are not measured in dollars, they are difficult to 
compare with each other. Policy judgments must be made as to 
their relative importance.

Once amounts have been allocated for one of these goals, 
however, analysis may be able to assist in choosing the most 
efficient and effective means of delivering service. This is the 
context in which decisions are made on the amount of investment 
in Federal capital. For example, budget proposals for the 
Department of Justice must consider whether to increase the 
number of FBI agents, the amount of Justice assistance grants to 
State and local governments, or the number of prisons in order to 
accomplish the department's objectives. The optimal amount of 
investment in Federal capital derives from these decisions. 
There is no efficient target for total investment in Federal 
capital as such.

The NPR recommended a separate capital budget, operating 
budget, and cash budget to be implemented fully in the 1996 
budget. A capital budget of this kind, functioning in tandem 
with an operating budget and a cash budget, could improve the 
Government's fixed asset decisions. In order to construct the 
capital budget — the explicit plan for cash outlays for fixed 
assets over a period of years — agencies would have to make 
systematic long-range plans for their fixed asset acquisitions 

The universe of Federal capital encompasses federally owned 
fixed assets. It excludes Federal grants to States for 
infrastructure, such as highways, and it excludes intangible 
investment, such as education and research. Investment in
Federal capital in 1993 was $  billion, or  percent of the 
total Federal investment outlays shown in table 8-1. Of the 
investment in Federal capital,  percent went for defense and 
the remainder for nondefense purposes.

NPR recommendations. — The recommendation by NPR that the 
budget "recognize the special nature and long-term benefits of 
investments through a separate capital budget"2 takes this 
perspective and refines it further. For the purpose of a capital 
budget, NPR would limit the coverage of investment to include 
only a small part of the Federal capital as defined above. It 
would include only common commercial-type products used to 
support the delivery of Federal services: office buildings, 
computers, hospitals, automobiles, and the like. This excludes 
not only investment in military weapons systems and bases, but 
also non-defense special purpose capital such as space stations 
and dams.
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A long-term planning and analysis process for fixed 
asset acquisitions will be established to determine 
agencies* current and prospective needs — extending 
the present short-term focus of budget requests over 
the full 5-year budget horizon. Guidance will be 
provided to assist agencies in evaluating choices and 
setting priorities. The process will include assessing 
the cost-effectiveness of fixed assets in fulfilling 
agency missions, determining the least-cost method of 
asset acquisition, life-cycle planning for the 
acquisition and management of fixed assets, and 
analysis of risk. Guidance will also be provided to 
improve agencies' accountability for and management of 
their fixed assets; this will complement the planning 
process for new acquisitions.

In order for the capital budget to be most effective, 
however, it needs to be accompanied by several related 
improvements that NPR also recommends to the planning and 
budgeting process for fixed assets. OMB plans to put them into 
effect for the 1996 budget.

and these plans would then have to be incorporated in the budget 
process. This would help to achieve the NPR goal of "steer[ing] 
our scarce resources toward the most economical means of 
acquisition of the most needed assets."3

The budget process will incorporate the results of 
agency plans, so that agency planning can be 
implemented in an orderly way within the framework of 
setting priorities for the Federal Government. Fixed 
asset acquisitions would be distinguished from other 
spending in the budget review process so the long-term 
nature of the benefits and the time pattern of the cash 
outlays can be taken into account. Cross-cutting 
analysis of fixed asset proposals among different 
agencies would help determine which acquisitions had 
the highest priority.

More flexible funding mechanisms will be adopted, where 
appropriate. Procedures will be developed to ensure 
that the rules of the annual budget process will not 
prevent fixed assets that have been justified from 
being acquired by the most economical means. In 
particular, the rules will be designed to accommodate 
temporary "spikes" in agency spending when they are 
caused by needed acquisitions of fixed assets.
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Once the decision was made and the asset put in place, 
recording the annual depreciation in subsequent budgets would 
provide no control. Most Federal investments are sunk costs and 
as a practical matter cannot be recovered by selling or renting 
the asset. "Budgeting for depreciation," as this would entail, 
would lose effective control over expenditure for fixed assets. 
NPR was therefore wise to conclude that budget control should be 
exercised through the unified cash budget and the caps on its 
spending.

The NPR recommendation thus differs from some supporters of 
a capital budget, who would effectively dispense with the unified 
budget and make expenditure decisions on fixed asset acquisitions 
in terms of the operating budget instead. The operating budget 
would include only the depreciation on the proposed purchase of a 
fixed asset. For example, suppose that an agency proposed to buy 
a $50 million building at the beginning of the year with an 
estimated life of 25 years and with depreciation calculated 
according to the straightline method. Operating expense in the 
budget year would increase by only $2 million, or 4 percent of 
the asset cost. By spreading the real cost of the project over 
time, this would make the budgetary cost of the fixed asset 
appear very cheap when decisions were being made that compared it 
to alternative expenditures. As a result, there would be an 
incentive to purchase fixed assets with little regard for need, 
and also with little regard for the least-cost method of 
acquisition.

Budget discipline and a capital budget. — The total budget 
or cash budget, as the NPR stated, "reflects the effect of both 
the capital and the operating budget on the economy." As NPR 
concluded: "Therefore, the discipline of the cash outlay caps in
the Budget Enforcement Act must be maintained."4

Table 8-6 illustrates a capital budget for fixed assets 
under the NPR coverage of investment. It is accompanied by an 
operating budget and a total budget. The operating budget 
consists of all expenditures except those included in the capital 
budget, plus depreciation on the stock of assets that corresponds 
to those purchased through the capital budget. The capital 
budget consists of expenditures for fixed assets and, on the 
income side of the account, depreciation. The total budget is 
the present unified budget, largely cash based and often called a 
"cash budget," which records all outlays and receipts of the 
Federal Government. It consolidates the operating and capital 
budgets by adding them together and netting out depreciation as 
an intragovernmental transaction.
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A budget is a financial plan for allocating resources — 
deciding how much the Federal Government should spend in total, 
program by program, and for the parts of each program. The 
budgetary system provides a process for proposing policies, 
making decisions, implementing them, and reporting the results. 
The budget needs to measure costs accurately so that decision 
makers can compare the cost of a program with its benefits, the 
cost of one program with another, and the cost of alternative 
methods of reaching a specified goal. These costs need to be 
fully included in the budget up front, when the spending decision 
is made, so that executive and congressional decision makers have 
the information and the incentive to take the total costs into 
account.

5For example, see Edward M. Gramlich, A Guide to Benefit- 
Cost Analysis (2nd ed.; Englewood Cliffs: Prentice Hall 1990), 
chap. 6; or Joseph E. Stiglitz, Economics of the Public Sector 
(New York: Norton, 1986), chap. 10. This theory is applied in 
formal OMB instructions to Federal agencies in OMB Circular No. 
A-94, "Guidelines and Discount Rates for Benefit-Cost Analysis of 
Federal Programs" (October 29, 1992). GAO, Discount Rate Policy. 
GAO/OCE-17.1.1 (May 1991) discusses the appropriate discount rate 
for such analysis but not the foundation of the analysis itself, 
which is implicitly assumed.

The unified budget does this for investment. By recording 
investment on a cash basis, it causes the total cost to be 
compared up front in a rough and ready way with the total 
expected future net benefits. This comparison is consistent with 
the formal method of cost-benefit analysis of capital projects in 
government, in which the full cost of a fixed asset as the cash 
is paid out is compared with the full stream of future benefits 
(all in terms of present values),5 This comparison is also 
consistent with common business practice, in which capital 
budgeting decisions for the most part are made by comparing cash 
flows. The cash outflow for the full purchase price is compared 
with expected future cash inflows either through a relatively 
sophisticated technique of discounted cash flows — such as net 
present value or internal rate of return — or through cruder 
methods such as payback periods.6 Regardless of the specific 

6For a full textbook analysis of capital budgeting 
techniques in business, see Harold Bierman, Jr., and Seymour 
Smidt, The Capital Budgeting Decision (7th ed.; New York: 
Macmillan, 1988). Shorter analyses may be found, for example, in 
Charles T. Horngren and George Foster, Cost Accounting (6th ed.; 
Englewood Cliffs: Prentice-Hall, 1987), chap. 19 and 20; and in 
Surendra S. Singhvi, "The Capital Budgeting Process" and "The 
Capital Expenditure Evaluation Methods," chap. 19 and 20 in 
Robert Rachlin and H.W. Allen Sweeny, Handbook of Budgeting (3rd 
ed.; New York: Wiley, 1993).
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Business borrowing to finance investment is very unlike
Federal borrowing in the nature of its constraints. Borrowing by 
the U.S. Treasury is judged free of any risk of default, whereas 

al..
Cliffs:

8A business capital budget is depicted in Glenn A. Welsch et 
Budgeting: Profit Planning and Control (5th ed.; Englewood

Prentice Hall, 1988), pp. 396-99.

Practice outside the Federal Government. — The proponents 
of making investment decisions on the basis of an operating 
budget with depreciation have sometimes claimed that this is the 
common practice outside the Federal Government. However, while 
the practice of others may differ from the Federal budget and the 
terms "capital budget" and "capital budgeting" are often used, 
they do not normally mean that fixed asset acquisitions are 
decided on the basis of annual depreciation cost.

Private business firms call their investment decision making 
process "capital budgeting," and they record the resulting 
planned expenditures in a "capital budget." However, decisions 
are based on up-front comparisons of cash outflows with cash 
inflows, and the capital budget records the period-by-period 
amounts of cash outflows for capital projects.8 This supports 
the business's goal of deciding upon and controlling the use of 
its resources.

technique adopted, it usually requires comparing future returns 
with the entire cost of the asset up front — not spread over 
time through annual depreciation.7

The cash-based focus of business budgeting for capital is in 
contrast to business financial statements — the income statement 
and balance sheet — which use accrual accounting for a different 
purpose, namely to record how well the business is meeting its 
objectives of earning profit and accumulating wealth for its 
owners. For this purpose, the income statement shows the profit 
in a year from earning revenue net of the expenses incurred. 
These expenses include depreciation, which is an allocation of 
the cost of fixed assets over their estimated useful life. With 
similar objectives in mind, the Federal Accounting Standards 
Advisory Board (FASAB) is considering the appropriate use of 
depreciation as a measure of expense in financial statements and 
cost accounting for Federal agencies.

7A recent survey of business practice that finds such 
techniques to be predominant is Glenn H. Petry and James Sprow, 
"The Theory and Practice of Finance in the 1990s," The Quarterly 
Review of Economics and Finance, vol. 33 (Winter 1993), pp. 359- 

Petry and Sprow also verify that such techniques are 
recommended by the most widely used textbooks in managerial 
finance.
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the amount that a business can borrow is limited by the market's 
assessment of its capacity to repay. The greater its debt, other 
things equal, the more risky is any additional borrowing. This 
puts a limit on the amount of borrowing that a business can do 
for investment and helps to ensure that the rate of return on 
such investment is at least as high as the market interest rate.

Other developed nations tend to show a more systematic 
breakdown between investment and operating expenditures within 
their budgets than does the United States, even while they record 
capital expenditures on a cash basis within the same budget 
totals. For example, the United Kingdom shows the capital 
spending within each agency total and displays the sum of capital 
spending for the government as a whole. However, a survey by the 
Congressional Budget Office found that all developed nations 

9The characteristics of State capital budgets were examined 
in an OMB survey of State budget officers for all 50 States in 
1986. See Lawrence W. Hush and Kathleen Peroff, "The Variety of 
State Capital Budgets: A Survey," Public Budgeting and Finance 
(Summer 1988), pp. 67-79. More detailed results are available in 
an unpublished OMB document, "State Capital Budgets" (July 7, 
1987). Two GAO reports examined some of the same issues and 
reached similar conclusions on the issues in question. See 
Budget Issues: Capital Budgeting Practices in the States, 
GAO/AFMD-86-63FS (July 1986) and Budget Issues: State Practices 
for Financing Capital Projects, GAO/AFMD (July 1989).

Most States also have a "capital budget," but the operating 
budget is not like the operating budget envisaged by proponents 
of making Federal investment decisions on the basis of 
depreciation. State capital budgets differ widely in many 
respects but generally relate some of the State's purchases of 
fixed assets to borrowing and other earmarked means of financing. 
For the debt-financed portion of investment, the interest and 
repayment of principal are usually recorded in the operating 
budget. State operating budgets are not charged for assets 
purchased in the capital budget but financed by grants or taxes. 
No State operating budget is charged for depreciation.9

State borrowing to finance investment, like business 
borrowing, is subject to limitations that do not apply to Federal 
borrowing. Like business borrowing, it is constrained by the 
credit market's assessment of the State's capacity to repay. 
Furthermore, it is usually designated for specified investments, 
and it is almost always subject to constitutional limits or 
referendum requirements.
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Conclusions. — It is for reasons such as these that the 
General Accounting Office has recently issued a report that 
criticized budgeting for capital in terms of depreciation. 
Although the criticisms were in the context of what is termed 
"national capital" in this chapter, they apply equally to 
"Federal capital."

10Robert W. Hartman, Statement before the Subcommittee on 
Economic Development, Committee on Public Works and
Transportation, U.S. House of Representatives (May 26, 1993). 
Hartman stated: "to our knowledge, only two developed countries, 
Chile and New Zealand, recognize depreciation in their budgets."

except Chile and New Zealand budget on a cash basis10 *; and New 
Zealand requires the equivalent of appropriations for the full 
cost up front before a department can make net additions to its 
fixed assets. Some countries — including Sweden, Denmark, and 
Finland — formerly had separate capital budgets but abandoned 
them a number of years ago.11

"The budgets in Sweden, Great Britain, Germany, and France 
are described in GAO, Budget Issues: Budgeting Practices in West 
Germany, France, Sweden, and Great Britain, GAO/AFMD-87-8FS 
(November 1986). Sweden had separate capital and operating 
budgets from 1937 to 1981 and a total combined budget from 1956 
onwards. The reasons for abandoning the capital budget are 
discussed briefly in the GAO report and more extensively by a 
government commission established to recommend changes in the 
Swedish budget system. See Sweden, Ministry of Finance, Proposal 
for a Reform of the Swedish Budget System: A Summary of the 
Report of the Budget Commission Published by the Ministry of 
Finance (Stockholm, 1974), chapter 10.

12GAO, Budget Issues: Incorporating an Investment Component 
in the Federal Budget, GAO/AIMD-94-40 (November 1993), p. 11. 
GAO had made the same recommendation in earlier reports but with 
less extensive analysis than in this report.

Depreciation is not a practical alternative for the 
Congress and the administration to use in making 
decisions on the appropriate level of spending intended 
to enhance the nation's long-term economic growth for 
several reasons. Currently, the law requires agencies 
to have budget authority before they can obligate or 
spend funds. Unless the full amount of budget 
authority is appropriated up front, the ability to 
control decisions when total resources are committed to 
a particular use is reduced. Appropriating only annual 
depreciation, which is only a fraction of the total 
cost of an investment, raises this control issue.12
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but not a separate capital budget or the use of depreciation — 
for this type of investment.13 GAO defines this investment as

13Ibid. , pp.

14Ibid., pp. 1 and 5.

15Ibid pp. 2 and 13-16.• 9
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Table 8-7 illustrates the unified budget reorganized as GAO 
recommends to have a separate component for investment in 

In its recent report, Incorporating an Investment Component 
in the Federal Budget, the General Accounting Office recommended 
establishing an investment component within the unified budget — 

o The effect of Federal taxation, borrowing, and other 
policies on private investment. The Administration's 
deficit reduction policy has reduced interest rates and 
thereby brought about an expansion of private
investment.

o The effect of its own investment in national capital on 
the output and income that the economy can produce. 
Reducing expenditure on consumption and increasing 
expenditure on investment that supports economic growth 
are a major priority for the Administration. In both 
the 1994 and the 1995 budgets, it has reordered 
priorities by proposing more investment and less other 
expenditure within the budget constraints. The 
Congress is generally supportive of this shift.

1-2, 9-10, and 15.

"federal spending, either direct or through grants, that is 
directly intended to enhance the private sector's long-term 
productivity." 14 To increase investment — both public and 
private — GAO recommends establishing targets for the level of 
Federal investment and for a declining path of unified budget 
deficits over time.15 Such a target for investment in national 
capital would focus attention on policies for growth, encourage a 
conscious decision about the overall level of growth-enhancing 
investment, and make it easier to set spending priorities in 
terms of policy goals for aggregate formation of national 
capital.

A target for national investment. — The Federal
Government's investment in national capital has a much broader 
and more varied form than its investment in Federal capital. 1 
Government's goal is to support and accelerate sustainable 
economic growth for the Nation as a whole and in some instances 
for specific regions or groups of people. The Government's 
investment concerns for the Nation are two-fold:
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Borrowing to finance a capital budget. — A further issue 
raised by a capital budget for national investment is the 
financing of capital expenditures. Some have argued that the 
Government ought to balance the operating budget and borrow to 
finance the capital budget — capital expenditures less 
depreciation (and less tax receipts earmarked to finance capital 
expenditure). The rationale is that if the Government borrows 
for net investment and the rate of return exceeds the interest 

A capital budget for national investment. — Table 8-8 
illustrates what a capital budget and operating budget would .look 
like under this definition of investment — although it must be 
emphasized that this is not GAO's recommendation. Some 
proponents of a capital budget would make spending decisions 
within the framework of such a capital budget. But the 
limitations that apply to the use of an operating budget in 
deciding on investment decisions for Federal capital apply even 
more strongly for assets neither owned nor controlled by the 
Federal Government, which is the case for most national 
investments.

national capital. This component includes infrastructure outlays 
financed by Federal grants to State and local governments, such 
as highways and sewer projects, as well as direct Federal 
purchases of infrastructure, such as electric power generation 
equipment. It also includes intangible investment for nondefense 
research and development, for basic research financed through 
defense, and for education and training. Much of this consists 
of grants and credit assistance to other governments, nonprofit 
organizations, or individuals. Military investment and fixed 
assets in the NPR capital budget are excluded, because that 
investment does not primarily enhance economic growth.

16These problems are also pointed out in ibid. , pp. 11-12.

In addition to those basic limitations, the definition of 
investment is more malleable for national capital than Federal 
capital. Many programs promise long-term intangible benefits to 
the Nation, and depreciation rates are much harder to determine 
for intangible investment such as research and education than 
they are for physical investment such as highways and office 
buildings. These and other definitional questions are hard to 
resolve. The answers could significantly affect budget 
decisions, because they would determine whether the budget would 
record all or only a small part of the cost of a decision when 
the decision was being made. The process of reaching an answer 
would open the door to gimmicks, because there would be an 
incentive to make the operating expenses and deficit look smaller 
by classifying outlays as investment and using low depreciation 
rates. This would "justify" more spending by the program or the 
Government overall.16
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Even with depreciation calculated in current cost, the 
rationale for borrowing to finance net investment is not 
persuasive. The Federal Government, unlike a business or 
household, is responsible not only for its own affairs but also 
for the well-being of the Nation. To maintain and accelerate 
national economic growth and development, the Government needs to 
sustain private investment as well as its own national 
investment. To the extent that financing of increased Federal 
national investment results in lower private investment, the net 
impact of total investment on the economy is less than the impact 
of the additional Federal capital outlays alone. The net 
increase in total investment is significantly less if the Federal 
investment is financed by borrowing than if it is financed by 
taxation, because borrowing primarily draws upon the saving 
available for private (and State and local) investment whereas 
much of taxation comes out of private consumption instead. 
Therefore, the net effect of Federal investment on economic 
growth would be reduced if it were financed by borrowing.

rate, the additional debt does not add a burden onto future 
generations. Instead, the burden of paying interest on the debt 
and repaying its principal is spread over the generations that 
will benefit from the investment. The additional debt is 
"justified" by the additional assets.

This would be the result even if the rate of return on 
Federal investment in national capital was higher than the rate 
of return on private investment. For example, if a Federal 

This argument is at best a justification to borrow to 
finance net investment, after depreciation is subtracted from 
gross outlays, not to borrow to finance gross investment. To the 
extent that capital is used up during the year, there are no new 
assets to justify additional debt. If the Government borrows to 
finance gross investment, the additional debt exceeds the 
additional capital assets. The Government is thus adding onto 
the amount of future debt service without providing the 
additional capital that would produce the additional income 
needed to service that debt. This justification, furthermore, 
requires that depreciation be measured in terms of current cost, 
not historical cost, because, when prices change, historical cost 
depreciation will not measure the extent to which the capital 
stock is used up each year.

Table 8-8 shows that the operating deficit, defined to be 
net of current cost depreciation, would not be substantially less 
than the unified budget deficit — $  billion in 19  compared 
to $  billion. Depreciation (plus the earmarked excise taxes 
for highways and airports and airways) is high relative to gross 
new capital outlays, because the stock of national capital has 
not been growing very fast. [NB: This conclusion is 
speculative.]
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investment that yielded a 15 percent rate of return crowded out 
private investment that yielded 10 percent, the net social return 
would still be positive but it would only be 5 percent.17

,8NPR, Creating a Government That Works Better & Costs Less, 
111.

Federal outlays for physical assets add to the Nation's 
capital stock of tangible assets, such as roads, buildings, and 
aircraft carriers. These assets deliver a flow of services over 
their lifetime. The capital depreciates as the asset is used, 
wears out, or becomes obsolete.

17The GAO report considered deficit financing of investment 
but did not recommend it. See ibid.. pp. 12-13.

Federal outlays for the conduct of research, development, 
and education add to an "intangible'' asset, the Nation's stock 
of knowledge. Although financed by the Federal Government, the 
research and development or education can be performed by 
Federal or State government laboratories, universities and other 
nonprofit organizations, or private industry. Research and 
development covers a wide range of endeavors, from the 

Federal investment outlays, by definition, create a "stock" 
of capital that is available in the future for productive use. 
Each year, Federal investment spending adds to the stock of 
capital, while wear and tear and obsolescence reduce it. This 
section presents very rough measures of three different kinds of 
capital stocks financed by the Federal Government: public 
physical capital, research and development (R&D), and education. 
Capital stocks are not estimated for training.

In the last decade net national saving and investment have 
been low, both by historical standards and in comparison to the 
amounts needed to achieve the Administration's goals for 
accelerated growth. [Chart 8-1 — showing net national saving by 
decade and projected under Administration policy.] The 1994 
budget was a bold proposal to increase the saving available for 
private investment while also increasing Federal investment for 
national capital. Nevertheless, current deficits still exceed 
net Federal investment for national capital, and balancing the 
operating budget in 199_ would require additional deficit 
reduction of $  billion — almost as much as balancing the 
unified budget. As the NPR concluded, a capital budget is not a 
justification to relax current budget constraints.18 Any easing 
would undo the gains from the $500 billion of deficit reduction 
achieved in the Omnibus Budget Reconciliation Act of 1993.
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This section presents data on stocks of physical capital 
assets and estimates of the depreciation on these assets.

Additional detail about the methods used to estimate capital 
stocks appears in a technical appendix to this chapter. It 
should be stressed that these estimates are rough approximations, 
and provide a basis only for making broad generalizations. 
Errors may arise from incomplete data for historical outlays, 
imprecision in the deflators used to express costs in 1987 
dollars, and uncertainty about the useful lives and depreciation 
rates of different types of assets.

In contrast, the estimate of the education stock is based on 
the replacement cost method. Data on the cumulative years of 
education in the U.S. population are combined with data on the 
cost of a year of education and the Federal share of spending on 
education to yield the cost of replacing the Federal share of 
nation's stock of education.

Real stocks of defense and nondefense capital show very 
different trends. Nondefense stocks have grown consistently 
since 1970, increasing from $368 billion in 1970 to $698 billion 

Trends. Table 8-8 shows the value of the total net federally 
financed physical capital stock since 1970, in constant fiscal 
year 1987 dollars. The total stock held constant through the 
1970's and began rising in the early 1980's. The stock reached a 
high of $1,380 billion in 1993 and is estimated to increase to 
$1,387 billion in 1994 and remaining at roughly that level in 
1995. In 1993, the national defense capital stock accounted for 
$682 billion, or 49 percent of the total, and nondefense stocks 
for $698 billion, or 51 percent of the total.

investigation of subatomic particles to the exploration of outer 
space; it can be ''basic'' research without particular
applications in mind, or it can have a highly specific practical 
use. Similarly, education includes a wide variety of programs, 
assisting people of all ages with basic education through 
graduate studies. Like physical assets, the capital stocks of 
R&D and education provide services over a number of years and 
depreciate as they become outdated.

For this analysis, physical and R&D capital stocks were 
estimated using the perpetual inventory method. In this method, 
the estimates are based on the sum of net investment in prior 
years, rather than, for example, a survey of the current market 
worth of the asset. Each year's Federal outlays are treated as 
gross investment, adding to the capital stock; depreciation and 
discards reduce the capital stock. Gross investment less 
depreciation and discards is net investment.
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The growth in the stock of physical capital financed by 
grants has come in several areas. The growth in the stock for 
transportation is largely grants for highways, including the 
Interstate Highway System. The growth in community and regional 
development stocks occurred largely with the enactment of the 
community development block grant in the early 1970s. The value 
of this capital stock has been unchanged in the past few years. 
[Check for increase in 1993-95] The growth in the natural 
resources area occurred primarily because of construction grants 
for sewage treatment facilities, a program that is being phased 
out. [Verify with examiner] The value of this federally 
financed stock is also relatively stable, as responsibility for 
this area shifts back to State and local governments, 
new water infrastructure financing program]

Table 8-9 shows nondefense physical capital outlays both 
gross and net of depreciation for selected years from 1960 to 
1985 and annually from 1985 to 1994. The net capital outlays in 
this table are the change in the net nondefense physical capital 

Another trend in the Federal physical capital stocks is the 
shift from direct Federal assets to grant-financed assets. In 
1970, 41 percent of the federally financed nondefense stock was 
capital owned by the Federal Government, and 59 percent was 
capital owned by State and local governments but financed by 
Federal grants. By 1993 this ratio had changed substantially, 
with 33 percent of the stock owned by the Federal Government and 
67 percent by State and local governments. [share actually 
shifted earlier—add interpretation]

National defense stocks began in 1970 at a relatively high 
level, and declined steadily throughout the decade, as 
depreciation from the Vietnam era exceeded new investment in 
military construction and weapons procurement. Starting in 1982, 
however, a large defense buildup began to increase the stock of 
defense capital. By 1992, the defense stock had nearly egualled 
its level at the height of the Vietnam War. In the last few 
years, reduced defense investments due to the end of the Cold War 
and the recognition of other pressing national needs have once 
again begun to reduce the defense stock. The stock will decline 
by an estimated 2.7% in the 1995 budget.

in 1993. With the investments proposed in the budget, nondefense 
stocks are estimated to grow further to $735 billion in 1995. 
During the 1970's, the nondefense capital stock grew at an 
average annual rate of 3.9%, above the rate of growth of real 
GDP. In the 1980's, however, the growth rate slowed to just over 
half that rate, or 2.0% annually, less than GDP growth. More 
recently, the rate of growth in nondefense stocks has 
accelerated. Under this budget, the stock will grow an estimated 
2.6% annual rate from 1993 to 1995, closer to the rate of growth 
in GDP.
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This section presents estimates of the stock of education 
capital financed by Federal government outlays.

stock displayed in Table 8-8. 
a table?]

This section presents data on the stock of research and 
development, taking into account adjustments for its 
depreciation.

As shown in Table 8-11, the federally financed education 
stock is estimated at $800 billion in 1994. This stock 

The growth of the nondefense R&D stock slowed from the 1970s 
to the late 1980s, from an annual rate of 3.6% from 1970 to 1980 
to a rate of 1.6% from 1980 to 1988. Gross investment fell 
during much of the 1980s, and about three-fourths of new outlays 
went to replacing depreciated R&D. Since 1987, however, 
nondefense R&D outlays have been on an upward trend while 
depreciation has edged down. As a result, the net nondefense R&D 
capital stock has grown more rapidly.

The defense R&D stock rose slowly during the 1970s, as gross 
outlays for R&D trended down in constant dollars and the stock 
created in the 1960s depreciated. A renewed emphasis on defense 
R&D spending from 1980 through 1989 led to a more rapid growth of 
the R&D stock. Since then, defense R&D outlays have tapered off, 
depreciation has grown, and, as a result, net defense R&D stock 
has grown more slowly.

Trends. As shown in Table 8-10, the R&D capital stock 
financed by Federal outlays is estimated to be $  billion in
1993 in constant 1987 dollars. About one-third is the stock of 
basic research knowledge; about two-thirds is the stock of 
applied research and development.

The total federally financed R&D stock in 1993 was about 
evenly divided between defense and nondefense. Although 
investment in defense R&D has exceeded that of nondefense R&D in 
almost every year since 19 , the two stocks are about the same 
because of the different emphasis between basic research and 
applied R&D. Defense R&D outlays are heavily concentrated in 
applied research and development, which is assumed to depreciate 
at a ten percent geometric rate. In contrast, a greater share of 
nondefense R&D is for basic research, which is assumed not to 
depreciate. Therefore, the total defense stock depreciates much 
more quickly than the total nondefense stock.
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19For estimates of the total education stock, see Table 2-3 
in Chapter 2, "A Stewardship Statement for the Federal
Government."

represents about 3 percent of the nation's total education 
stock.19 Three-quarters of this stock is for elementary and 
secondary education, while the remaining one quarter is for 
higher education.

The federally financed stock of education was larger than 
that for the research and development stock but smaller than the 
federally financed stock of physical capital. Since 1970, the 
education stock has grown steadily. Despite a slowdown in growth 
during the early 1980's, the stock grew at an average annual rate 
of 5.3% from 1970 to 1992. Expansion of education stocks is 
projected to accelerate under this budget, reflecting the 
emphasis on investment in education, with stocks estimated to 
increase by 5.8% annually from 1992 to 1994. [Check on how this 
method can estimate 1993 and 1994. Any way to estimate 1995?]
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For many years, current and constant-cost data on the value of 
most forms of public and private physical capital—e.g., roads, 
factories, and housing—have been estimated annually by the

This note provides further technical detail in the estimation of 
the capital stock series presented in Tables 8-3 through 8-6.

Price adjustments. The prices for the components of the Federal 
stock of physical, R&D, and education capital have increased 
through time, but the rates of increase are not precisely known. 
Estimates of costs in fiscal year 1987 prices were made through 
the application of the National Income and Product Accounts 
deflator series, but these should be considered only 
approximations of the costs of these assets in 1987 prices.

Depreciation. The useful lives of physical, R&D, and education 
capital, as well as the pattern by which they depreciate, are 
very uncertain. This is compounded by using depreciation rates 
for broad classes of assets, which do not apply uniformly to all 
the components of each group. As a result, the depreciation 
estimates should also be considered approximations.

The historical outlay series. The historical outlay series for 
physical capital was based on budget records since 1940 and was 
extended back to 1915 using data from selected sources. There are 
no consistent outlay data on physical capital for this earlier 
period, and the estimates are approximations. In addition, the 
historical outlay series in the budget for physical capital 
extending back to 1940 may be incomplete. The historical outlay 
series for the conduct of research and development began in the 
early 1950s and required selected sources to be extended back to 
1940. In addition, separate outlay data for basic research and 
applied R&D were not available for any years and had to be 
estimated from obligations and budget authority. For education, 
data for Federal outlays from the budget were combined with data 
for non-Federal spending from the institution or jurisdiction 
receiving Federal funds, which may introduce error because of 
differing fiscal years and confusion about whether the Federal 
Government was the original source of funding.

Research continues on the best methods to estimate these capital 
stocks. The estimates presented in the text could change as 
better information becomes available on the underlying investment 
data and as improved methods are developed for estimating the 
stocks based on those data.

As stated previously, the capital stock estimates are only rough 
approximations. Sources of possible error include:
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Method of estimation. The estimates were developed from the OMB 
historical data base for physical capital outlays and grants to 
State and local governments for physical capital. These are the 
same major public physical capital outlays presented in the 
previous section. This data base extends back to 1940 and was 
supplemented by rough estimates for 1915-1939.

20See "Fixed Reproducible Tangible Wealth in the United
States", Survey of Current Business, September 1993, pp. 61-69.

Nominal outlays were deflated by the implicit price deflator for 
gross domestic product (GDP) in fiscal 1987 dollars to obtain 
estimates of constant dollar R&D spending. This is virtually the 
same as the gross national product implicit price deflator used 
by the National Science Foundation to deflate R&D spending.

The deflators for Federal, State, and local purchases of durables 
and structures were used going back to 1940. Specific deflators 
were not used for subdivisions of durables and structures. There 
are no specific price indices for public purchases of durables 
and structures for 1915 through 1939, and estimates were made on 
the basis of Census Bureau historical statistics on constant 
price public capital formation. Using these deflators, the 
outlays were converted to constant fiscal year 1987 dollars.

The resulting series was adjusted for depreciation. The data 
were depreciated on a straight-line basis over the following 
assumed useful lives: 46 years for water and power projects; 40 
years for other direct Federal construction and capital financed 
by grants (primarily highways); and 16 years for defense 
procurement and major nondefense equipment.

Bureau of Economic Analysis (BEA) in the Department of
Commerce20. However, the BEA data are not directly linked to the 
Federal budget, do not include estimates for the years covered by 
the budget, and do not account for capital financed but not owned 
by the Federal government. For budgetary purposes, OMB prepared 
separate estimates.

Method of estimation. The estimates were developed from a data 
base for the conduct of research and development largely 
consistent with the data in the Historical Tables. Although 
there is not a consistent time series on basic and applied R&D 
for defense and nondefense outlays back to 1940, it was possible 
to estimate the data using obligations and budget authority. The 
data are for the conduct of R&D only and exclude outlays for 
physical capital for research and development, because they are 
included in the section on physical capital.
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[Note—this discussion is largely repeated in Chapter 2; one of 
these should simply refer to the other.]

21 See U.S. Department of Labor, Bureau of Labor Statistics, 
The Impact of Research and Development on Productivity Growth, 
Bulletin 2331, September 1989.

The stock of capital estimated in Table 8-11 is based only on 
outlays for education. Stocks created by other human capital 
investment outlays included in Table 8-1, such as training and 
vocational rehabilitation, were not calculated because of the 
lack of historical data prior to 1962 and the absence of 
estimates of depreciation rates.

Table 8-11 presents estimates of the federally-financed education 
capital stock in constant FY 1987 dollars. These estimates were 
calculated by first estimating the nation's total stock of 
education capital, based on the current replacement cost of the 
total years of education of the population. Replacement costs 
include the direct costs reported in the Digest of Education 
Statistics and out-of-pocket expenses for books and supplies, as 
well as the indirect costs in the form of forgone earnings of 
students. The replacement cost is estimated using the average 
cost of a year of schooling at primary, secondary and higher 
education institutions, the average number of years of schooling 
of the population at each level, and the total population. The 
method is described in detail in Investment in Higher Education 

Method of estimation. The stock estimates for education are 
derived in part from annual educational expenditures reported by 
elementary, secondary and higher education institutions. These 
data are published in the Digest of Education Statistics, U.S. 
Department of Education. The data are available biannually from 
1948 to 1972 and annually thereafter. Data for State, local, and 
other public and private educational expenditures from this 
series were combined with data on Federal outlays consistent with 
the data appearing in the Historical Tables volume of the budget.

The appropriate depreciation rate of intangible R&D capital is 
even more uncertain than that of physical capital. Empirical 
evidence is inconclusive. It was assumed that basic research 
capital does not depreciate and that applied research and 
development capital has a ten percent geometric depreciation. 
These are the same assumptions used in a study published by the 
Bureau of Labor Statistics estimating the R&D stock financed by 
private industry.21
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22Walter McMahon, "Relative Returns to Human and Physical 
Capital in the U.S. and Efficient Investment Strategies", 
Economics of Education Review. Vol. 10, No. 4, 1991.

Table 8-13 shows projected current services outlays for Federal 
physical capital by the major categories specified in the Act. 
Total Federal outlays for transportation-related physical capital 
were $  billion in 1993, and current services outlays are 
estimated to increase to $  billion by 2003. Outlays for 
nondefense housing and buildings were $  billion in 1993 and 

The Federal Capital Investment Program Information Act of 1984 
(Title II of Public Law 98-501; hereafter referred to as the Act) 
requires that the budget include projections of Federal physical 
capital spending and information regarding recent assessments of 
public civilian physical capital needs. This section is submitted 
to fulfill that requirement.

This section is organized in two major parts. The first part 
projects Federal outlays for public physical capital and the 
second part presents information regarding public civilian 
physical capital needs.

Federal public physical capital spending was $  billion in
1993 and is projected to increase to $  billion by 2003 on a 
current services basis. The largest components are for national 
defense and for roads and bridges, which together accounted for 
about four-fifths of Federal public physical capital spending in 
1993.

Federal public physical capital spending is defined here to be 
the same as the "major public physical capital investment" 
category" in Part II of this chapter. It covers spending for 
construction and rehabilitation, acquisition of major equipment, 
and other physical assets. This section excludes financial 
capital, such as loans, and outlays for human capital, such as 
the conduct of education, training, and research.

To derive the Federal share of the nation's education capital, 
the Federal share of total educational expenditures was applied 
to the total stock of education capital. The percent in any year 
was estimated by a five-year moving average of the prior years' 
share of Federal education outlays in total education costs.

by Walter McMahon (1974). The 1987 dollar stocks are derived from 
1972 dollar stock estimates published by McMahon.22

10, No. 4,
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Table 8-15 compares the current services and presidential policy 
projections from 1993 to 1999 in current and constant dollars.

For outlay details for most programs, see the items included in 
major public physical capital in tables 8-3 and 8-4.

Table 8-14 shows current services projections adjusted for 
inflation on a constant dollar basis, using fiscal year 1987 as 
the base year.

are estimated to increase to $  billion by 2003. Physical 
capital outlays for other nondefense categories were $  
billion in 1993 and are projected to be $  billion by 2003. 
For national defense, this spending was $  billion in 1993 
and is estimated to increase to $  billion in 2003.



Public Civilian Capital Needs Assessments

Significant Factors Affecting Infrastructure Needs Assessments

Significant Factors Amount

Highways

2.5
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1. Projected annual growth in travel to the year 2009 
percent

2. Annual cost to maintain overall 1989 conditions on highways 
eligible for Federal-aid $31.2 billion (1989 dollars) 

The needs assessment material in reports of earlier years is 
incorporated this year largely by reference to earlier editions 
and by reference to other needs assessments. The needs analyses, 
their major components, and their critical evaluations have been 
fully covered in past Supplements, such as the 1990 Supplement to 
Special Analysis D.

Capital needs assessments change little from year to year, in 
part due to the long-term nature of the facilities themselves, 
and in part due to the consistency of the analytical techniques 
used to develop the assessments and the comparatively steady but 
slow changes in underlying demographics. As a result, the 
practice has arisen in reports in previous years to refer to 
earlier discussions, where the relevant information had been 
carefully presented and changes had been minimal.

Currently there is an initiative to develop a Federal 
infrastructure strategy. This effort includes the Department of 
the Army, the Department of Transportation, the Environmental 
Protection Agency, the Department of Energy, and other Federal 
agencies. They have been working in partnership with State and 
local governments, the private sector and the Congressional 
Budget Office. See Toward a Federal Infrastructure Strategy: 
Issues and Answers (ACIR) below. Interim reports are scheduled 
throughout FY 1993 with a final report due in FY 1994. [Check on 
the status of this.]

The Act requires information regarding the state of major Federal 
infrastructure programs, including highways and bridges, airports 
and airway facilities, mass transit, railroads, federally 
assisted housing, hospitals, water resources projects, and space 
and communications investments. Funding levels, long-term 
projections, policy issues, needs assessments, and critiques, are 
required for each category.



Airdorts and Airway Facilities

Air traffic control towers 4622.

3.

Mass Transportation Systems 

Wastewater Treatment

$80.5 billion

Housing

In severely substandard units 0.4 millionA.

3.4 millionWith a rent burden greater than 50 percent B.

The total is less than the sum because some renter families

Indian Health (IHS) Care Facilities

29

4. States and territories served by State Revolving Funds 
51

*
have both problems.

3. Percent of population served by centralized treatment 
facilities that benefits from at least secondary sewage treatment 
systems 95 percent 

Airport development eligible under airport improvement 
program for period 1990-1999 $40.5 billion ($28.2 billion
for capacity) (1989 dollars)

1. Airports in the National Plan of Integrated Airport Systems 
with scheduled passenger traffic 568

1. Total needs of sewage treatment facilities 

(1990 dollars) 

3. Annual cost to maintain overall 1989 conditions on bridges 
$4.2 billion (1989 dollars)

1. Yearly cost to maintain condition and performance of rail 
facilities over a period of 10 years $1.1 billion-$1.7 
billion (1991 dollars) 

2. Total Federal expenditures under the Clean Water Act of 1972 
$62 billion

2. Yearly cost to replace and maintain the urban, rural, and 
special services bus fleet $2.0-2.2 billion (1991 dollars)

1. Total unsubsidized very low income renter families (3.6 
million*):



IHS hospital occupancy rates (1991) 47 percent1.

Average length of stay1, IHS hospitals (days) (1991) 4.52.

Hospital admissions (1989) 102,7933.

Outpatient visits (1990) 4,634,9454.

Population (1990)5. 1,102,001

Department of Veterans Affairs (VA) Hospitals

Hospitals1. 171

Outpatient clinics2. 369

Domiciliaries3. 37

Outreach centers4. 196

VA owned nursing home beds 15,8985. • • • • •

Water Resources

Navigation (deepwater ports and inland waterway)1.

Flood control and storm damage protection.2.

Irrigation.3.

Hydropower.4 .

Municipal and industrial water supply.5.

Recreation.6.

Fish and wildlife mitigation and enhancement.7.

Soil conservation.8.
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.... Needs data are not regularly collected by the Federal 
Government. Most recent estimates of the need for navigation, 
flood control and shoreline storm damage protection, and 
municipal and industrial (M&I) water supply are found in the 
National Council on Public Works Improvement, 1987. Meeting M&I 
needs as well as certain other water resource needs estimated in 
this report (e.g., urban storm water management and dam safety) 
is primarily a non-Federal responsibility. Program reforms have 
emphasized non-Federal cost sharing which encourages 
reexamination of needs, responding to changing values (instream 
flows for fish and wildlife versus consumptive use for irrigation 



Investment Needs Assessment References

1.

Highways and Bridges 

Airports and Airways Facilities

1.

Mass Transportation Systems 

Indian Health Care Facilities 

19,

Wastewater Treatment

1.
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....Federal Aviation Administration. The National Plan of 
Integrated Airport Systems Report, March 4, 1991.

Environmental Protection Agency, Office of Wastewater 
Enforcement and Compliance. Assessment of Needed Publicly Owned

and industrial purposes), coping with drought and transfers of 
existing supplies from one purpose to another.

(ACIR).
Options.

1 Report of the Secretary of Transportation to the U.S. 
Congress. The Status of the Nation's Highways and Bridges: 
Conditions and Performance and Highway Replacement and
Rehabilitation Program 1989. June, 1989.

1 Federal Transit Administration. Public Transportation in 
the United States: Performance and Conditions. February 1991.

4 Office of Technology Assessment. Indian Health Care 
(OTA-H-290). April, 1986.

3 Office of Audit, Office of Inspector General, U.S. 
Department of Health and Human Services. Review of Health 
Facilities Construction Program. Indian Health Service Proposed 
Construction Project for the Alaska Native Medical Center at 
Anchorage Alaska (CIN A-09-89-00096). July, 1989.

2 Office of Audit, Office of Inspector General, U.S. 
Department of Health and Human Services. Review of Health 
Facilities Construction Program. Indian Health Service Proposed 
Replacement Hospital at Shiprock, New Mexico (CIN A-09-88-00008). 
June, 1989.

General
U.S. Advisory Commission on Intergovernmental Relations 

Toward a Federal Infrastructure Strategy: Issues and 
A-120, Washington, D.C., 1992.

1 Indian Health Service. Priority System for Health
Facility Construction (Document Number 0820B or 2046T). September 

1981.



Water Resources 

• i

4. 
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National Research Council, Water Transfers in the West,
Efficiency, Equity and the Environment, Washington, DC, 1992.

Wastewater Treatment Facilities in the United States_Including 
Federally-Recognized Indian Tribes and Alaska Native Villages 
(ERA 430/09-91-024). November 1991.

1 ''Water Resources: Increasing Demand and Scarce
Supplies,'' Chapter 2 of America's Renewable Resources: 
Historical Trends and Current Challenges,'' Kenneth Frederick and 
Roger Sedjo editors. Resources for the Future, Washington, DC, 
1991.

2 National Council on Public Works Improvement. The 
Nation's Public Works, Washington, D.C., May, 1987. see 
''Defining the Issues_Needs Studies,'' Chapter II; Report on 
Water Resources, Shilling et al., and Report on Water Supply, 
Miller Associates.

3 Frederick, Kenneth D., Balancing Water Demands with
Supplies: The Role of Demand Management in a World of Increasing
Scarcity, Report for the International Bank of Reconstruction 
and Development, Washington, D.C. 1992.



MAJOR FEDERAL INVESTMENT OUTLAYS

Subtotal, direct major public physical capital investment 95.2 89.0 83.3

Grants to State and local governments 3T2 34.2 36J

Subtotal, major public physical capital investment 126.4 123.3 119.8

Subtotal, conduct of research and development 68.4 68.1 69.7

Subtotal, conduct of education and training 4L9 42J 44,6

Major Federal investment outlays 236.7 233.6 234.0

MEMORANDUM

Total, major Federal investment outlays 236.7 233.6 234.0

Total, miscellaneous physical investment L4 4.9 L3

242.1 238.6 239.3

-0.2
5J

-0.8
5J

Major public physical capital investment: 
Direct:

National defense
Nondefense

Major Federal investment outlays: 
National defense
Nondefense

01/20/94
06:32 PM

Miscellaneous physical investment:
Commodity inventories
Other physical investment (nondefense, direct) 

76.1
19J

40.4
28.0

21.5

2QA

38.9
292

24.9
1L4

99.8
1342

60.4
22.9

39.4
302

25.6
192

Conduct of research and development: 
National defense  
Nondefense

Conduct of education and training:
Grants to State and local governments 

Direct

66.5
222

Total, Federal investment outlays,
including miscellaneous physical investment

TABLE 8-1 - COMPOSITION OF FEDERAL INVESTMENT OUTLAYS
(In billions of dollars)

116.6
1202

105.5
1282

1994
Estimate

1995
Estimate

1993
Actual

-0.2

52



Table 8-2

Research and Development

Total Grants Total

01/20/94 06:05 PM BAB:PGL:INVHIST

69.4
58.0
51.5
44.9
40.5 
41.0
40.0
39.6
40.0
43.9
45.7
49.6
54.3
61.7
68.9
77.0
82.6
89.5
86.1
88.6
86.5
84.1
76.9
69.5
59.2
52.3

43.8
42.3
42.6
42.4
40.3
39.0 
39.0
38.7
41.2
40.7
42.8
43.9
41.5
41.3
45.1
50.1
53.7
53.3
54.1
56.1
56.5
52.8
53.4
55.4
53.8
53.6

20.6
20.1
19.5
19.6
18.5
18.5
19.8
19.1
20.9
21.9
22.1
22.2
17.8
15.6
16.8
17.9 
17.0 
16.2
17.4
18.8
20.1
20.6
21.9
22.7 
23.0
23.3

25.9
28.8
30.7
31.1
29.7
35.1
36.3
32.5
33.3
34.3
35.4
35.5
28.7
26.6
25.6
26.0
26.3
24.7
25.8
27.8
28.2
30.0
31.7
34.8
34.3
35.4

7.3
8.1
9.4
9.2
9.3
9.3
9.4
9.8

10.7
11.3
10.0
10.2

9.2
8.5

10.3
12.1
11.4
12.5
14.3
13.3
14.1
15.2
19.2
18.1
20.9
20.6

21.9
22.5
22.6
224
22.3
20.6
24.5
27.9
29.0
27.9
27.7
25.4
22.5
22.6
24.5
25.8
26.5
23.8
24.1
23.7
24.9
25.4
26.5
27.4
29.4
30.6

23.2
22.3
23.1
22.7
21.7
20.4
19.2
19.6
20.3
18.7
20.7
21.8
23.7
25.6
28.4
32.2
36.7
37.1
36.7
37.3
36.4
32.2
31.5
32.7
30.7
30.3

Non­
defense

MAJOR FEDERAL INVESTMENT OUTLAYS IN CONSTANT PRICES 
(In billions of FY87 dollars)

168.2
159.7
156.7
149.8
142.0
145.0
149.2
148.5
154.2 
158.0
161.6
164.7
156.2
160.6
174.4
190.9
200.5
203.8
204.4
209.5
210.2
207.5 
207.7
205.4
197.6
1924

98.6
88.6
83.4
76.4
72.0 
71.0
73.9
77.3
79.7
83.1
83.4
85.2
86.0
92.8

103.7
114.8
120.5
125.9
124.4
125.5
125.4
124.7
122.6
115.2
109.6
103.4

1970
1971  
1972  
1973  
1974
1975
1976  
1977
1978
1979
1980
1981
1982  
1983  
1984  
1985
1986  
1987  
1988  
1989  
1990  
1991
1992
1993 Est. 
1994 Est.
1995 Est. 

76.7
66.1
60.9 
54.0
49.7
50.3
49.3
49.4
50.8
55.2
55.7
59.8
63.5
70.2
79.2
89.1
94 0 

102.1
100.4
101.9
100.6
99.3 
96.0
87.6 
80.0
72.8

Total
Physical

Non­
defense

Education
and 

Training

Grand
Total

Capital
National
Defense

Fiscal
Year

Physical Capital
Direct Federal 

National 
Defense



F3626.mic (BUD)

U69 874 835

675 662 688

5,508 5,435 4,993 50,209 56,700 59,371

70,710 61,138 55,406

-16 -9 -9

76,201 66,564 9,546 9,740 9,77960,390

2,517 2,7082,470

1,504 1,816 1,92740,396 38,883 39,373

39 42 39

116,637 105,489 99,803

Subtotal, health 10,442 10,948 11,556

27,982 29,181 30,316

38,861 38,693 40,620

42,180 48,630 50,780

41,885 42,272 44,555

120,077 128,152 134,242

Tc<a!, major Federal Investment outlays 236,713 233,641 234,045

Subtotal, acquisition of major equipment 6,085 6,534 7,068
-359 -416 -71

1

2,050
371

4
1,265

611
1,206

4
870

3,160
739

1,094

3,704
421

1,383

69,929
781

36,219
2,664

3,612
707

1,116

1,347
94 

800 
649 
555 
667

36,773
2,600

15,184
10,563
2,012
5,428
5,507

9,713
1,235

1,142
1,825

345
895

10,391
1,165

700
1,227

148
1,518
1,015

235
1,019

4
831

2,204
336

1993
actual

9,063
1,380

128
1,424

825
239
963

1,371
39 

594 
516 
371 
652

2,141
484

1,129
1,762

318
764

109
1,091

775
212
838

7,071 
2,001

708

1993
actual

17,602
2,367

389 
1,958

133 
3,746 
1,118
3,688 
2,869

556 
4,558 
1,459 
3,450 
1,386

653 
1,355

367
978

18,277
3,033

338 
1,798

122 
4,136 
1,354
3,631
2,241

450 
5,679

876 
3,212 
2,327 

688 
1,278

368
973

1,301
96 

670 
1,033 

526
817

420
1,084

16,203
3,058 

141 
2,022 

107 
3,198 

763 
3,242 
2,166

445 
3,226 
1,232 
2,868 
1,134

677 
675 
351
672

Purchase or sale of land and structures 
International affairs  
Domestic

13,523
14,458

1,840
5,006
4,035

7,004
1,753

789

6,999
1,983

757

1,172
1,958

174
1,043

Subtotal, purchase or sale of land and 
structures -----------------------------------

Table 8-3.—FEDERAL INVESTMENT OUTLAYS: DEFENSE AND NONDEFENSE PROGRAMS
(In millions of dollars)

Subtotal, education, training, and social 
services

37,666
2,730

60,629
509

55,003
403

14,846
11,809

2,031
5,890
6,044

Subtotal,transportation 

Health:
National Institutes of Health  
All other health

Conduct of education and training:
Education, training, employment and social 

services:
Elementary, secondary, and vocational 

education _________________
Higher education  
Research and general education aids  
Training and employment  
Social services 

Agriculture
Natural resources and environment  
International affairs  
All other research and development

Subtotal, conduct of research and develop­
ment 

1994
estimate

1995
estimate

MAJOR FEDERAL INVESTMENT OUTLAYS: 
NATIONAL DEFENSE:

Major public physical investment: 
Construction and rehabilitation:

Military construction
Family housing  
Atomic energy defense activities and other

Subtotal, construction and rehabilitation .

1994
estimate

Conduct of education and training (civilian) 

Subtotal, national defense investment...

Acquisition of major equipment:
Procurement  
Atomic energy defense activities and other

Subtotal, acquisition of major equipment 

Purchase or sale of land and structures

Subtotal, major public physical investment .

Conduct of research and development
Defense military  
Atomic energy and other ___

Subtotal, conduct of research and develop­
ment _______________

1995
estimate

Income security
Veterans education, training, and rehabilitation 
Health __
Intenational affairs  
Other education and training 

Subtotal, conduct of education and training

Subtotal, nondefense investment

NONDEFENSE:
Major public physical investment:

Construction and rehabilitation:
Highways ...................
Mass transportation ____
Rail transportation ............................
Air transportation  
Water transportation  
Community development block grants  
Other community and regional development 
Pollution control and abatement  
Water resources  
Other natural resources and environment .. 
Housing assistance  
General science, space, and technology .... 
Energy  
Veterans hospitals and other health  
Postal Service ____ ____
Federal buildings fund  
International affairs  
Other programs

Subtotal, construction and rehabilitation .

Acquisition of major equipment:
Air transportation----------------------- --------
Other transportation  
Space flight, research, and supporting ac 

thrities _______________ _________
General science and basic research  
Veterans medical care  
Postal Service  
General supply fund ....
Other

Other physical assets (grants)

Subtotal, major public physical investment.

Conduct of research and development:
General science, space, and technology:

NASA ______
National Science Foundation  
Other general science

Subtotal, general science, space, tech­
nology —

Energy ....---------------------------------------------

Transportation:
Department of Transportation  
NASA

ADDENDUM: Miscellaneous physical Investment 
Commodity inventories:

Agriculture 

 14:46 Jan 20,1994 VerDale 16-DEC-93 Jki OOOOOO PO OOOOO Frm OOOOI Fmt3626 Stmt 3626 CAPDEF.GPO guest-
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2 

Strategic petroleum reserve and other 134 -415 -141
5,354 4,920 5^90

Subtotal, commodity inventories -225 -831 -212

Other physical assets (direct) 5,578 5,751 5,501 238^61242,067 239,335

14:46Jan20,1994 VerDaie 16-DEC-93 Jkt OOOOOO PO 00000 Frm 00002 Fmt 3626 Stmt 3626 CAPDEF.GPO ouest_

1993 
actual

1993
actual

Total investment outlays, Including mis­
cellaneous .............................

Subtotal, miscellaneous physical Invest-

Table 8-3.—FEDERAL INVESTMENT OUTLAYS: DEFENSE AND NONDEFENSE PROGRAMS-Contlnued
(In millions of dollars)

1995 
estimate

1994
estimate

1994 
estimate

1995 
estimate



F3626.mic (BUD)

4. '

76,794 67,672 62,474

Subtotal, purchase or sale of land and
V53 865 826structures 

95,242 89,022 83,254

Subtotal, construction and rehabilitation . 30,493 33,580 35,818

675 662 688

31,169 34,242 36,506 68,034 67,635 69,017

344 429 672

21,543 24,884 25,614

20,382 17,429 18,98153,055 59,555 62,793

183,658 174,086 171,252

Total, major Federal investment outlays 236,713 233,641 234,045

Subtotal, commodity inventories -225 -831 -212

Subtotal, construction and rehabilitation . 17,195 20,485 19,955 5231 5,601 5,359

Subtotal, other physical capital 5,578 5,751 5,501

5,354 4,920 5290

242,067 238^61 239,335

14:50 Jan 20,1894 VerDate 16-DEC-93 Jkt OOOOOO PO OOOOO Frm 00004 Fmt 3626 Stmt 3626 TEMP.GPO oue«_

65
282

60
83

-9
4

870

39,373
174

29,470

-9
4

831

-16
4

1265

55,406
96

38,883
345

28,407

12,763
119 
315 

3,982
3,862 

6
496

61,138
94

1,314
653
527

1,355
1,169

1,301
346 

1,033
2,141

232
670

371
535

76 
-416 
-490

526
723

1993
actual

70,710
39

1,079
677
385
675
810

1,347
367
649 

2,050
219
800

2,268
688
524

1278
1,582

1993
actual

760 
14,339 

1,525
1,024 

775
1,091 

33
212
623

843 
10,457 

1,699
1,101

825 
1,424

36
239 
805

1,819
3,782

555
452

48
102

14,341
105 
312 

4,327 
5,264 

6
528

Acquisition of major equipment:
National defense ..............

1,371
231
516

2,204
222
594

5,356
367

1,459
2,675
1,548
3,450

613

13,964
91

306 
4,747
5,790 

3
713

4,989
368
876 

2,168
1,466
3,212

536

1,690
3,542

17,574
2,367

43
1,850 
2,637

254 
3,746 

788 
4,049 

79
192

18,253
3,033

35 
1,710
2,570

119
4,136

956
4,834 

4 
169

882
11,718 

1,725 
1,143 

845 
1,518 

36 
235 
879

1,808
3,551

16,177
3,058

19 
1,931
2,358

170 
3,198 

524 
2,929 

60 
69

5,448
351

1,232
2,038
1,287
2,868

345

Total Federal Investment outlays, including 
miscellaneous 

MAJOR FEDERAL INVESTMENT OUTLAYS: 
GRANTS:

Major public physical investment: 
Construction and rehabilitation:

Highways  
Mass transportation_________________
Rail transportation__________________
Air transportation ___________
Pollution control and abatement
Other natural resources and environment .. 
Community development block grants .......
Other community and regional development
Housing assistance .......................
National defense
Other construction

137
-359 

-3

Subtotal, miscellaneous physical invest­
ment 

Subtotal, conduct of research and develop­
ment 

9 
-71 

-150

Table 8-4.—FEDERAL INVESTMENT OUTLAYS: GRANT AND DIRECT FEDERAL PROGRAMS
(In millions of dollars)

40,396
318

27,321

Subtotal, Department of Agriculture

Department of the interior  
Other ____

1994
estimate

ADDENDUM: Miscellaneous physical Investment: 
Commodity inventories:

Emergency energy preparedness  
Commodity Credit Corporation ..........
Other 

Other physical investment:
Department of Agriculture:

Conservation reserve program  

Other 

1995 
estimate

1994
estimate

1995
estimate

Other physical assets.....................................

Subtotal, major public physical capital  

Conduct of research and development  
Conduct of education and training:

Elementary, secondary, and vocational edu­
cation ____ ___

Higher education  
Research and general education aids______
Training and employment  
Social ciprvirpc; 
National defense (civilian)  

Other .............................

Subtotal, conduct of education and training 

Subtotal, grants for investment

Subtotal, major public physical investment .

Conduct of research and development: 
National defense ..................
International affairs ________ ____
Domestic

Subtotal, acquisition of major equipment

Purchase or sale of land and structures: 
National defense  
International affairs ...............................
Domestic __________________

DIRECT FEDERAL PROGRAMS:
Major public physical investment:

Construction and rehabilitation:
National defense
International affairs ....................................
General science, space, and technology .... 
Water resources projects  
Other natural resources and environment .. 
Energy ................................... ....................
Transportation
Veterans hospitals and other health facili- 

Postal Servire’ZZZI"™™™"”"”™^"” 

Federal Prison System  
Federal buildings fund ....................
Other construction

General supply fund 

Other .............

Conduct of education and training:
Elementary, secondary, and vocational edu-

Higher education  
Research and general education aids  
Training and employment _____
Health--------------------------------------------------
Veterans education, training, and rehabilitation 
National defense  
International affairs  
Other . ..................

General science and basic research  
Space flight, research, and supporting ac­

tivities .........................

Postal Service  
Air transportation ...................
Water transportation (Coast Guard)  
Hospital and medical care for veterans 

Subtotal, conduct of education and training

Subtotal, direct Federal major investment out­
lays ......................... ...........



Purchase or sale of land and structures 826 564 Q

Total physical investment 119,761 9,230 44,197

Education and training 44,595 0 44,127

Total investment outlays 

234,045 9,230
119,008

01/20/94
07:18 PM

0
0
0
0
0

Research and development:
Defense
Non-defense
Total research and development 

NPR Federal
Capital

Construction and rehabilitation:
Grants:

Transportation
Natural resources and environment  
Community and regional development
Housing assistance
Other grants

Direct Federal:
National defense
International affairs
General science, space, and technology.... 
Natural resources and environment
Energy
Transportation
Veterans and other health facilities  
Postal Service
Federal buildings fund  
Other construction

Total construction and rehabilitation

All Federal
Investment

0
Q
0

Acquisition of major equipment (direct): 
National defense
General science, space, and technology. 

Energy  
Postal Service  
Air transportation
Water transportation  
Hospital and medical care for veterans... 
General supply fund  
Other
Total major equipment

National
Capital

39,373
30.316
69,690

23,031
2,689
5,092
4,834

861

23,031
2,659

933
0

98

55,406
1,397

346
1,033
2,141

232
670
526
723

62,474

1,139
29,545
30,684

0
96

0
1,033

0
0

670
526
462 

2,787

0
1,397

346
1,033
2,141

232
670

0
283

6,102

0
0

876 
3,333
3,212

536
2,268

688
0 

462 
38,095

739
368
436

72
0
0

2,268
688

1,107
2Q2

5,880

4,989
368
876

3,634
3,212

536
2,268

688
1,107
2^278

56,463

TABLE 8-5
ALTERNATE DEFINITIONS OF INVESTMENT OUTLAYS 

(In millions of dollars)



Operating Budget

Receipts 0

Surplus or deficit (-) 0

Capital Budget

Surplus or deficit (-) 0

Unified (Cash) Budget

Surplus or deficit (-) 0

Income: depreciation 
Capital expenditures..

0
Q
Q

Receipts 
Outlays..

0
Q

0
Q

/1/Historical data to estimate the capital stocks and calculate depreciation are not readily available for the NPR 
definition of capital. Depreciation estimates were based on the assumption that such outlays were a 

constant percentage of their larger categories over time.

Table 8-6. CAPITAL, OPERATING, AND UNIFIED (CASH) BUDGETS: 
NPR DEFINITION OF CAPITAL, 1995/1/ 

(In billions of dollars)

Expenses:
Depreciation
Other

Subtotal, expenses 



0

Surplus or deficit (-) 0

0
Q
0

Table 8-7. UNIFIED (CASH) BUDGET WITH NATIONAL 
INVESTMENT COMPONENT 

(In billions of dollars)

Receipts
Outlays:

National investment 
Other

Subtotal, outlays.



Operating Budget

Receipts 0

Surplus or deficit (-) 0
t

Capital Budget

Capital expenditures Q

Surplus or deficit (-) 0

Unified (Cash) Budget

Surplus or deficit (-) 0

Income:
Depreciation
Earmarked tax receipts 

Subtotal, income

0
Q

/1/For the purpose of this illustrative table only, education and training outlays are arbitrarily depreciated over

30 years by the straight-line method. This differs from the treatment of education and training elsewhere in 
this chapter and in Chapter 2.

0
Q
Q

0
Q
0

Table 8-8. CAPITAL, OPERATING, AND UNIFIED (CASH) BUDGETS: 
NATIONAL CAPITAL, 1995/1/ 

(In billions of dollars)

Receipts 
Outlays..

Expenses:
Depreciation
Other

Subtotal, expenses 



>

THE WHITE HOUSE

WASHINGTON

MEMORANDUM

Ricki SeidmanTo:

From:

Re:

January 21, 1994Date:

I am attaching talking points on the nomination, and would be happy to provide 

you any further information you might require. Thank you.

In anticipation of a floor fight on the confirmation of M. Larry Lawrence to be 
Ambassador to Switzerland, we are reaching out to Democrats off the Foreign Relations 
Committee. I would appreciate it if you would contact Senator Ben Nighthorse 
Campbell, and ensure him that the White House is committed to the nomination. We 
have no reason to doubt his support for Larry, but it is important to ask.

John Podesta *

M. Larry Lawrence



%

EMINENT BUSINESS LEADER

♦

♦

♦

♦

— Senator Diane Feinstein, California; M. Larry Lawrence Confirmation Hearing, 11/10/93.

DISTINGUISHED WORLD CITIZEN

♦

"For 33 or 34 years I have worked with [M. Larry Lawrence] on a variety of fronts, beginning with 
the Kennedy Administration in the 1960’s. He is a creative person, a thoughtful, responsible person. 
It is not a small thing to be a success in business and to represent that part of America so well with 
such a sense of social responsibility that he has excercised throughout all the years that I have 
worked with him. I look very much forward to seeing him represent the United States in 
Switzerland, where I know he will do an outstanding job. ”

-- Senator Harris Wofford, Pennsylvania; M. Larry Lawrence Confirmation Hearing 11/10/93.

M. Larry Lawrence
OUTSTANDING NOMINEE FOR U.S AMBASSADOR TO SWITZERLAND

I believe [M. Larry Lawrence] can be a strong and forceful citizen ambassador, and I think 
in many of the countries of the world there is a place for a strong and forceful United States 
Ambassador. ” 

In the course of M. Larry Lawrence’s distinguished careeer, his enterprises have taken 
him to dozens of countries around the world. He has actively participated in over 25

M. Larry Lawrence has been one our Nation’s leading business executives for the past 45 
years, carving out a record of singular distinction in the fields of real estate, insurance, 
banking, investment, and, of course, the hotel industry.

Mr. Lawrence has been the Chief Executive Officer of over 58 corporations, and has 
empoyed over 50,000 people at a single time. Mr. Lawrence’s Hotel Del Coronado 
alone employs over 1300 people. He has chaired or directed organizations ranging from 
Federal Home Loan Bank of San Francisco to the San Diego County Economic Advisory 
Committee, with responsibility for economic development in a county of over 3 milhon 

people.

He has been recognized throughout his career for his creativity and excellence in 
building a world renowned service empire, receiving numerous awards including the San 
Diego Citizen of the Year, the Man of the Year, from the City of Coronado, the County 
of San Diego, and the San Diego State University’s Outstanding Community Leadership 
Award. Additionally, he has served as Chairm of the Advisory Board of the University 
of San Diego’s School of Business Administration, and was selected Alumni of the Year 
and one of the 100 Outstanding Alumni of the University of Arizona.

Mr. Lawrence’s business experience has been truly global, taking him frequently to 
Europe, Latin America, and Asia. This international background has given Mr. 
T awrence significant insight into the flow of world trade, and a true understanding of the 
importance of strengthening America’s trading relationships abroad.
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♦

♦

♦

♦

♦

ACTIVE PUBLIC CITIZEN

♦

♦

♦

♦ Mr. Lawrence has advised leaders on economic and trade issues from the Mayor of 
SanDiego, to President Clinton, at the Clinton Economic Conference. He also 
participated in the California Economic Conference.

business trips to Switzerland and has worked with business leaders throughout Europe, 
Latin America, and Asia.

In 1945, Merchant Mariner M. Larry Lawrence, although injured, survived a torpedo 
attack on the SS Horace Bushnell 15 miles off Murmansk. His active commitment to 
our Nation has continued throughout his life, and he has devoted considerable time to 
his community and to a number of significant public projects.

President Carter appointed Mr. Lawrence to serve a four-year term on the Federal 
Home Loan Bank Board of San Francisco, where he served as Chairman of the non­
industry committee, overseeing the takeover of failing Savings and Loans.

Mr. Lawrence has served in a number of prominent posts in California, including the 
Chairman of the Finance Sub-committee of the State of California Cost Control in 
Government committee and the Vice-Chair of the California State Commission on 

Tourism and Visitors Services.

At the University of California, San Diego, Mr. Lawrence has worked with the Center 
for U.S. Mexican Studies on trade issues, and was a founding member of the School of 

International Relations Pacific Studies program.

Through the International Center, Mr. Lawrence brought delegations from the former 
Soviet Union to meet with Chambers of Commerce throughout the country.

"There is no one that appreciates the senior Foreign Service more than I do. I think it is a 
profession that is an honorable one. It is one in which great contributions are made to this country. 
But there is not, in my opinion, a right of someone in this area to question whether people with 
other qualifications, people whose qualificiations were gained on the battlefield of this country, 
whose love for his community and his country have been demonstrated far and above our sitting in 
a paid job and doing that which we love to do. I wanted to be here particularly and especially to 
say that I feel Mr. Lawrence has the compassion, has the background, has the ability, has the love -
- he has those things which will make our country a better neighbor as he serves in this position."

- Senator Harlan Mathews, Tennessee; M. Larry Lawrence Confirmation Hearing, 11/10/93.

Mr. Lawrence has had a life-long and active interest in foreign affairs, particularly in the 
arena of international trade, with involvement in organizations ranging from the 
International Center for Development Policy to the Nobel Peace Prize Nominating 

Commission, on which he served as Vice-Chair.

Mr. Lawrence served as a U.S. Representative to the Council of Europe in Strasbourg as 
part of his work with the National Democratic Institute for International Affairs.

Mr. Lawrence is a founding member of the San Diego World Affairs Council, and has 
hosted world leaders in forums discussing global issues for the past 35 years.



»

I

I

!
I

:i



MEMORANDUM

Mack McLartyTo:

John PodestaFrom:

M. Larry LawrenceRe:

January 21, 1994Date:

«•*««

THE WHITE HOUSE

WASHINGTON

Additionally, it would be helpful if you could contact Senators Bumpers and 
Pryor, to confirm their support. We have no reason to doubt their commitment to the 
nomination, but it is important that the White House reach out to them.

I am attaching talking points that make the best case for the nomination, and I 
would be happy to provide any further information you require. Thank you.

As you know, we are fast approaching a Senate fight on the nomination of M. 
Larry Lawrence to be our Ambassador to Switzerland. The nomination was reported out 
of the Senate Foreign Relations committee without recommendation on a 10-10 vote, 
with Senators Sarbanes, Moynihan and Feingold voting against. At the end of the First 
Session, Larry was one of four ambassadorial nominees remaining to be resolved, and we 
expect the full Senate to take up the nomination shortly, possibly as early as the end of 

the first week of February.

There are a number of Democratic Senators that we need to contact to ensure 
that they are planning to support Larry’s nomination. It would be helpful if you could 
phone Senators Johnston and Boren, and reassure them that the White House is 
committed to the nomination and is mounting a significant effort on Larry’s behalf.



- Senator Harris Wofford, Pennsylvania; M. Larry Lawrence Confirmation Hearing, 11/10/93.

EMINENT BUSINESS LEADER

♦

♦

♦

♦

-- Senator Diane Feinstein, California; M. Larry Lawrence Confirmation Hearing, 11/10/93.

DISTINGUISHED WORLD CITIZEN

♦

"For 33 or 34 years I have worked with [M. Larry Lawrence] on a variety of fronts, beginning with 
the Kennedy Administration in the 1960’s. He is a creative person, a thoughtful, responsible person. 
It is not a small thing to be a success in business and to represent that part of America so well with 
such a sense of social responsibility that he has excercised throughout all the years that I have 
worked with him. I look very much forward to seeing him represent the United States in 
Switzerland, where I know he will do an outstanding job." 

Mr. Lawrence’s business experience has been truly global, taking him frequently to 
Europe, I atin America, and Asia. This international background has given Mr. 
Lawrence significant insight into the flow of world trade, and a true understanding of the 
importance of strengthening America’s trading relationships abroad.

I believe [M. Larry Lawrence] can be a strong and forceful citizen ambassador, and I think 
in many of the countries of the world there is a place for a strong and forceful United States 
Ambassador." 

M. Larry Lawrence
OUTSTANDING NOMINEE FOR U.S AMBASSADOR TO SWITZERLAND

M. Larry Lawrence has been one our Nation’s leading business executives for the past 45 
years, carving out a record of singular distinction in the fields of real estate, insurance, 
banking, investment, and, of course, the hotel industry.

Mr. Lawrence has been the Chief Executive Officer of over 58 corporations, and has 
empoyed over 50,000 people at a single time. Mr. Lawrence’s Hotel Del Coronado 
alone employs over 1300 people. He has chaired or directed organizations ranging from 
Federal Home Loan Bank of San Francisco to the San Diego County Economic Advisory 
Committee, with responsibility for economic development in a county of over 3 million 

people.

He has been recognized throughout his career for his creativity and excellence in 
building a world renowned service empire, receiving numerous awards including the San 
Diego Citizen of the Year, the Man of the Year, from the City of Coronado, the County 
of San Diego, and the San Diego State University’s Outstanding Community Leadership 
Award. Additionally, he has served as Chairm of the Advisory Board of the University 
of San Diego’s School of Business Administration, and was selected Alumni of the Year 
and one of the 100 Outstanding Alumni of the University of Arizona.

In the course of M. Larry Lawrence’s distinguished careeer, his enterprises have taken 
him to dozens of countries around the world. He has actively participated in over 25
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business trips to Switzerland and has worked with business leaders throughout Europe, 
Latin America, and Asia

Through the International Center, Mr. Lawrence brought delegations from the former 
Soviet Union to meet with Chambers of Commerce throughout the country.

Mr. T .awrenc-e has advised leaders on economic and trade issues from the Mayor of 
SanDiego, to President Clinton, at the Clinton Economic Conference. He also 
participated in the California Economic Conference.

Mr. Lawrence is a founding member of the San Diego World Affairs Council, and has 
hosted world leaders in forums discussing global issues for the past 35 years.

Mr. Lawrence has had a life-long and active interest in foreign affairs, particularly in the 
arena of international trade, with involvement in organizations ranging from the 
International Center for Development Policy to the Nobel Peace Prize Nominating 
Commission, on which he served as Vice-Chair.

Mr. Lawrence served as a U.S. Representative to the Council of Europe in Strasbourg as 
part of his work with the National Democratic Institute for International Affairs.

In 1945, Merchant Mariner M. Larry Lawrence, although injured, survived a torpedo 
attack on the SS Horace Bushnell 15 miles off Murmansk. His active commitment to 
our Nation has continued throughout his life, and he has devoted considerable time to 
his community and to a number of significant public projects.

President Carter appointed Mr. Lawrence to serve a four-year term on the Federal 
Home Loan Bank Board of San Francisco, where he served as Chairman of the non­
industry committee, overseeing the takeover of failing Savings and Loans.

Mr. T awrence has served in a number of prominent posts in California, including the 
Chairman of the Finance Sub-committee of the State of California Cost Control in 
Government committee and the Vice-Chair of the California State Commission on 

Tourism and Visitors Services.

At the University of California, San Diego, Mr. Lawrence has worked with the Center 
for U.S. Mexican Studies on trade issues, and was a founding member of the School of 

International Relations Pacific Studies program.

'There is no one that appreciates the senior Foreign Service more than I do. I think it is a 
profession that is an honorable one. It is one in which great contributions are made to this country. 
But there is not, in my opinion, a right of someone in this area to question whether people with 
other qualifications, people whose qualificiations were gained on the battlefield of this country, 
whose love for his community and his country have been demonstrated far and above our sitting in 
a paid job and doing that which we love to do. I wanted to be here particularly and especially to 
say that I feel Mr. Lawrence has the compassion, has the background, has the ability, has the love - 
- he has those things which will make our country a better neighbor as he serves in this position."

•• Senator Harlan Mathews, Tennessee; M. Larry Lawrence Confirmation Hearing, 11/10/93.
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