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LEGAL EXPERIENCE:

• Frequent speaker and co-chair of conferences around the country sponsored by 
Banking Law Institute, Practising Law Institute, trade associations and
professional groups on regulatory and compliance issues.

• Transactions included acquisition by Fleet of Bank of New England, NationsI 
acquisition of First Republic, and open bank recapitalizations of First City

District of Columbia Bar, 1976MEMBER:

EDUCATION:

Forty-two years old; married, two children.PERSONAL:

THE GEORGE WASHINGTON UNIVERSITY
B.A., 1973, with special honors

THE GEORGE WASHINGTON UNIVERSITY LAW SCHOOL
J.D., 1976, with honors

NationsBank 
' and

ROSS S.DELSTON

5331 Nevada Avenue, N.W. 
Washington, D. C. 20015

(202) 879-5456 (O) • (202) 362-2207 (H)

BancOklahoma.
• Created, organized and managed twelve-attorney section of the FDIC legal 

division responsible for regulatory and transactional work on mergers and 
acquisitions, sales of stock and warrants, and general corporate matters.

EXPORT-IMPORT BANK OF THE UNITED STATES

Counsel August 1976 - May 1986
Drafted complex financial agreements, including multi-bank Eurodollar 
syndications, guarantees and insurance. Negotiated with commercial banks, major 
corporations and foreign governments. Lead attorney on $1.5 billion Brazil trade 
credit facility. Negotiated Paris Club multilateral debt rescheduling for Brazil. 
Drafted documentation for Exim-guaranteed bonds. Represented Eximbank on 
interagency working groups relating to the global environment and the export of 
hazardous substances.

FEDERAL DEPOSIT INSURANCE CORPORATION

Assistant General Counsel - Assisted Acquisitions July 1988 - October 1991
Counsel (Assistance Transactions) May 1986 - July 1988

• Involved in all aspects of multi-billion dollar assisted acquisitions in New 
England and the Southwest, including structuring, negotiating and documenting 
transactions.

• Advised FDIC Chairman on legal issues with respect to regulatory matters, bid 
procedures and negotiating strategies.

JONES, DAY, REAVIS & POGUE

Of Counsel November 1991 - present
• Principal expertise in administrative law, with focus on bank regulatory issues, 

mergers and acquisitions, and corporate finance.
• Advise clients on regulatory aspects of major transactions, including acquisition 

by Chemical Bank of First City banks and senior debt offering by Anchor Savings.
• Counsel major financial institutions on regulatory matters before Federal Deposit 

Insurance Corporation, Office of Comptroller of the Currency, Office of Thrift 
Supervision, Federal Reserve Board and Resolution Trust Corporation.
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THE VICE PRESIDENT 
MACK MCLARTY
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GEORGE STEPHANOPOULOS
MARK GEARAN

FROM: JOHN D. PODESTA 
Assistant to the President and 

Staff Secretary



THE WHITE HOUSE

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT: G-7 JOBS CONFERENCE OVERVIEW

Format and Agenda

The session topics follow (a fully developed agenda is attached):

Preparation for the March 14-15 G-7 Jobs Conference in Detroit is 
intensifying, with key substantive issues decided and logistical 
plans in place. This memo provides an overview of the conference 
and related activities as well as themes your administration will 
emphasize in conjunction with the conference.

ROBERT RUBIN (LC <1 -

Tyson -- The World Employment Problem
Bentsen -- Creating Employment Opportunities in the Global 

Economy
Brown -- Technology, Innovation, and the Private Sector 
Reich -- Labor Markets, Investment in Human Capital, and 

Social Safety Net

The conference's four chairs — Secretaries Bentsen, Brown,
Reich, and CEA Chair Tyson — will each lead a session by making 
a presentation and then moderating discussion. Three non-U.S. 
discussants will make short presentations in each session, after 
which other participants will comment. This is a uniquely 
interdisciplinary gathering: although each of the four chairs 
will address the conference topic most familiar to him or her, 
all ministers will participate in all of the sessions.

The fifth and final session, a working lunch on the second day, 
will build on earlier discussion and enable ministers to share 
country experiences as they focus on lessons learned and identify 
next steps. After this session's conclusion Secretary Bentsen, 
on behalf of the conference, will present a Chairman's Statement 
summing up the conference, followed by a press conference. The 

After extensive consultations with the other G-7 nations and the 
European Union, the format of the one and one-half day conference 
is set. In keeping with G-7 practices, the sessions will be 
closed to the press and public to allow a frank and substantive 
exchange of views. However, your speech opening the conference 
and the closing press conference will be covered by the media. 
Delegations will be free to brief reporters after the sessions 
concerning their presentations.

WASHINGTON

February 28941^§28 PQl 46
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Conference Participants

Your Participation

statement may include a few small initiatives we have proposed, 
which would provide a link for you to discuss jobs issues with 
your summit colleagues in Naples.

Reflecting the interdisciplinary nature of the conference, 
ministers participating in the conference will represent labor, 
finance, trade and industry, economics, and social affairs 
ministries. Each G-7 country and the European Union will have 
two to four senior ministers seated at the conference table.

Vice-President Gore will host a working dinner for the ministers 
Monday night, which he will address. He will also attend the 
conference sessions, though he will make no presentations.

Following up on your January invitation to European Union 
President Jacques Delors, we have asked whether he would like to 
lead a Tuesday morning breakfast discussion of the EU's white 
paper on unemployment. He seems agreeable to this, and would 
also attend the Monday dinner as the Vice-President's guest. 
President Delors would be attending in his private capacity and 
would not attend the regular conference sessions. A letter has 
been prepared from you to him confirming this invitation.

You should also know that the conference will reveal differences 
in opinion among the G-7, particularly on how to respond to 
change, with some (eg. France) more sympathetic to protection and 
others (eg. Britain) more in favor of free markets. We are 
developing contingency plans to manage disruptive policy 
differences.

Other G-7 nations made it clear that broader conference 
participation -- including leading academics, business and labor 
leaders, for example — is unacceptable if we want to have candid 
discussions. Instead, your administration is consulting with 
these groups and others through pre-conference outreach efforts 
(see below). Otherwise, the G-7 minsters are approaching the 
conference with a mixture of interest and concern: interested in 
your efforts to bring growth and employment issues to the center 
of the international economic agenda; concerned because they 
recognize that the conference will not provide a "magic solution" 
and may highlight the poor performance of their own economies.

Although the administration is working hard to set reasonable 
expectations for the conference, in Detroit this gathering is 
very big news (Ambassador Blanchard says this is the biggest 
thing to happen in Detroit in ten years). In order to respond to 
the local excitement, you are scheduled to arrive in Detroit the 



-3-

The conference will follow the introduction of your Re-employment 
Act of 1994, and it will reinforce your efforts to improve the 
skills of American workers and the functioning of U.S. labor 
markets. It also will be critical to demonstrate that you are 
working to increase demand for jobs -- boosting exports by 
fighting to open markets, expanding the economy through low 
interest rates brought about by deficit reduction, and enhancing 
our competitive posture by raising productivity.

Your speech to begin the conference should be a major address, 
the highest profile element of the conference. Senior staff has 
discussed the idea of "preparing America for the jobs of the 
twenty-first century" as the encompassing theme of the speech. 
The four conference co-chairs will push this theme in pre­
conference press appearances, conference briefing sessions, and 
through the Chairman's Statement and press conference that will 
close the gathering. In elaborating on this theme, you and the 

The overall objective of the conference is to enable these 
industrialized nations -- all facing a common problem of stubborn 
unemployment in the context of an increasingly global economy — 
to learn from each other's experiences. Delegations will share 
successes and failures in the effort to identify policies that 
will create good jobs by expanding economies, opening markets, 
increasing productivity, training and educating workers, and 
improving the functioning of labor markets.

The meeting itself is an important part of your message: you 
are showing global leadership by bringing this international, 
interdisciplinary group together to wrestle with a difficult, 
modern problem. At the same time, it is also an opportunity to 
convey to the American people that you do have an agenda for 
creating good jobs.

You will open the conference with an address Monday morning to a 
large audience, with the ministers attending as VIPs (themes for 
the speech are described below in the message section). 
Following the speech, you will visit a Detroit-area plant or 
other facility that highlights your jobs creation agenda. Many 
area facilities demonstrate innovative approaches to training and 
re-employment, close labor-management cooperation, or the recent 
resurgence of American manufacturing.

Message and Themes

night before the conference. You will attend a Sunday evening 
reception sponsored by the Detroit Host Committee, which will 
also welcome prominent local labor and business leaders, members 
of your Cabinet, and ministers from the other delegations. At 
some point before your Monday speech you will meet privately with 
the visiting ministers.
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Growth-oriented macroeconomic policies are essential to 
world employment; overly restrictive policies retard world 
employment.

Policies to improve the skills of the workforce are critical 
— including education and training, school-to-work 
transition policies, worker adjustment systems, lifelong 
learning programs, and reforms of public welfare programs.

All of our firms must have the incentive and the means to 
innovate and use technology to create jobs.

This conference is part of a historic development for the 
G-7, which is putting ever greater emphasis on economics and 
growth instead of cold war security issues.

It is significant that the conference is being held in the 
industrial Midwest, which suffered many of the maladies 
experienced by other industrial nations and has learned how 
to produce better products for expanding export markets.

Outreach Efforts

Department Level — The NEC staff has been working with the 
departments to coordinate a comprehensive program of outreach to 
the full range of opinion leaders, experts, and stakeholders on 
conference-related issues. Over the next two weeks. Secretaries 
Bentsen. Brown, and Reich are each conducting several jobs 
conference-related meetings with trade association heads.

Following your comments of early January, staff has organized 
outreach to a number of constituencies in preparation for the 
jobs conference. While much of the outreach is being done at the 
departmental level, I am soliciting input from a number of key 
individuals on behalf of the White House. We also are conducting 
extensive pre-conference consultations with Congress, including a 
special briefing for members of the Michigan delegation.

Several outside organizations, including the Economic Policy 
Institute, will be holding events related to the jobs conference 
that highlight a range of views, some of which are different than 
your administration's. Outreach efforts are in part directed at 
participants in these events.

conference delegation will want to push the following ideas:

At a time of rapid economic change, we cannot promote 
prosperity by erecting walls of protectionism; the only way 
to protect our middle class is to invest in our people, to 
give them the skills and opportunities they need to compete 
in open markets.



-5-

Tony Lakecc:

Congressional — We have asked House and Senate leadership to 
host jobs conference-related meetings at which several members of 
the cabinet, Laura Tyson, and I will exchange ideas and
information about conference issues with interested members. We 
anticipate that the extent of these consultations will exceed 
previous pre-G-7 meeting interactions with Congress.

White House -- I am hosting a series of small discussion dinners 
to address specific issues related to jobs creation in the global 
economy. These dinners will continue beyond the jobs conference 
as a means of soliciting new ideas and differing perspectives on 
substantive policy questions. They will include people from 
diverse organizations and backgrounds, and will include political 
leaders. The first such dinner, which dealt with the subject of 
black male unemployment, included: Richard Freeman (Harvard), 
Harry Holzer (Michigan State), Ronald Mincy (Ford Foundation), 
and Hugh Price of the Rockefeller Foundation (William Julius 
Wilson was also invited but he is in Japan for several weeks). 
Administration participants, in addition to myself, included Ron 
Brown, Carol Rasco, and others. This week we are planning the 
second dinner with Jesse Jackson, Felix Rohatyn, Lester Thurow, 
Rep. Kweisi Mfume, Rep. Jose Serrano, and Bill Lynch.

business leaders, academics, labor leaders, and civil 
rights/community leaders.
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Administration Concedes It Underestimated Logging's Job Losses
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to preserve some of the Northwest’s 
remaining blocs of ancient forest. 
The administration now predicts 
*1,500 jobs directly related to the in- 
lustry will be lost, about double its 

lier estimate.
The plan for managing forest land 

controlled by the Interior Depart­
ment’s Bureau of Land Management 
and the Agriculture Department’s 
U.S. Forest Service is designed to 
break through a political and legal 
impasse that has paralyzed forest 
policy and the timber industry in the 
Northwest for years. Responding to 
lawsuits brought under several envi­
ronmental laws, federal courts have 
enjoined the government from offer­
ing new timber sales in the region 
for the past three years.

Meeting those court tests de­
mands protections beyond those pro­
posed last July, said Tom Tuchmann, 
the administration’s forest policy di­
rector. "We felt those were needed 
so it could pass legal muster,” said 
Tuchmann at a news conference in 
Portland, Ore. “We are trying to get 
ahead of the curve for species that 
are not listed [under the Endangered 
Species Act] now, like salmon.”

But representatives of conserva­
tion organizations, though pleased 
by the tougher restrictions on tim­
ber cutting, said the plan falls short.

By Tom Kenworthy
Washington Post Staff Water

“It's an evolutionary step in the right 
direction,” said Brock Evans, a vice 
president of the National Aubudon 
Society. “But it still leaves one-third 
of the ancient forest open to logging. 
It’s still not a legal plan.”

Timber industry spokesmen also 
were critical. “We were hard 
pressed to call the draft a balanced 
solution,” said Mark Rey, vice presi­
dent of the American Forest and Pa­
per Association. “Ergo, I guess you'd 
say we are even harder pressed to 
call this a balanced solution, since it 
reduces allowable harvest by anoth­
er 10 percent.”

Rey said implementation of the 
forest plan will be so complex and 
expensive that it is unlikely that any 
significant new timber sales will go 
forward this year and perhaps even 
in 1995, adding to the woes of an in­
dustry that has seen 16 mill closures 
in the Northwest since July.

Under the plan, about 4 million 
acres of forest in the region would 
be open to loggmg, about 7.4 million 
acres would be in protected reserves 
where only some thinning and sal­
vage logging could take place, 1.5 
million acres would be open to ex­
perimental logging techniques, and 
2.6 million acres of land adjacent to 
rivers and streams would be off lim­
its to logging.

The Clinton administration yes- 
terday modified its plan for manag­
ing public forests in the Pacific 
Northwest, proposing additional re­
strictions on logging to protect the 
threatened northern spotted owl, 
salmon and other wildlife that de­
pend on old growth forests.

The modified plan—in the form of 
an environmental impact statement 
■to be presented to federal courts 
that have blocked new timber sales 
in the region—calls for wider buff­
ers around streams and owl nesting 
areas and additional reserves where 
logging would be sharply restricted.

As a result, timber harvests in the 
region encompassing parts of Ore­
gon, Washington and northern Cali­
fornia are projected to be 1.1 billion 
board feet per year on average over 

Xhe next decade, a drop of 100 mil- 
Jjpn bnard feet from the administra- 
Tion’s earlier proposal announced in 
July. During the lysos, an average 
of about 4.5 billion board feet of tim­
ber was taken each year from feder­
al lands in the region.

In unveiling the plan, the adminis­
tration conceded that it had grossly 
underestimated the loss of timberfin- 

dustry ipbs stemming from the effort

Revised Clinton Man Saves More Forest

&
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NSC and NEC also suggest a series c» 
additional steps to put pressure on 
the short term.

I

The attached is a memo from Bo Cutter and 
Sandy Berger laying out a tactical plan for 
the Japan trade issue. The memo, among other 
things, discusses both long-term objectives - 
- the "end game" — and more immediate action 
proposals.

J
In part, Bo and Sandy are seeking your 
reaction and guidance on overall strategy and 
long-term objectives. i

There is one key decision point — whether to 
go forward with a "Super 301" Executive Order 
that takes a more measured approac
prior Super 3 01 legislation or the*
301 recently introduced by Senator
The NSC and NEC recommend doing tn 
dissents. \

x

\

MR. PREs\^)ENT:

We have circulated this memo to relevant 
staff, but forwarded it to you immediately at 
NEC's specific request. /
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Disapprove Approve z

IL.

BOB STRAUSS -
POLITICAL APPOINTMENTS ADVISORY GROUP

I would prompt 
effort.

THE WHITE HOUSE

WAS HIN GTO N

Entity: A Presidential advisory or study group (not a
formal commission), would consist of five-to-seven 
Presidential appointees with national reputations but 
no personal political ambitions; (He suggested, only to 
illustrate, Barbara Jordan, Melvin Laird, Warren
Rudman, a Dean of a prestigious School of Government, 
and a Hispanic leader. Strauss reports that Baker is 
still willing to take this assignment.)

Logistics: The Group would have a one-person staff
housed in a Lafayette Park office, be given a 90-day 
mandate, meet once with the Vice President and once 
with the President before the final report meeting, and 
not require any new expenditures;

Strauss emphasizes that the outcome would "probably be nothing more 
than a statement, rather than concrete actions, but that alone 
could help the President."

Mack and I recommend that you approve this initiative. If so, 
submit a list of proposed members and oversee the

Mandate: Findings and recommendations (but not specific 
legislation) would be developed, (a) based on existing 
studies, data from this Administration's Presidential 
Personnel experience, and interviews, and (b) focused 
on, among other topics, the vetting and confirmation 
processes; ethics, disclosure, and divestiture 
requirements; and the number and level of positions 
requiring confirmation;

I met with Bob Strauss to secure his views about whether and 
how we should proceed with the Strauss-Howard Baker inquiry into 
the political appointments process. After we considered a variety 
of approaches, he recommended the following:

Phil Lader



02/22/94 S702 385 Jill17:34 LAS VEGAS SUN CHIEF OF STAFF
V

Ci
I^S VEGAS ©SUN

\I

2- 7THE PRESIDENT HAS SEEN

-FAX COVER-

February 23, 1994DATE:

TO:

PAGES: 4

(202) 456-1121FAX:

Brian L. GreenspanFROM:

Os

O

Nancy Hernreich
Deputy Assistant to the President

Brian L. Greenspun
800 South Valley View Blvd. 

Las Vegas, NV 89107 
(702) 259-4003 PH.

J

j: be gh

]4/' rp\ea^e.
' r ■ r

Pello.

0001

/



02/22/94 0702 385 311117:35 LAS VEGAS SUN @002CHIEF OF STAFF

LAS VEGAS ©SUN

February 23, 1994

VIA TELEFAX

Dear Mr. President,

P.O. Box 4275 
Las VEGaS, NV 89127-0275 

FAX: 702-259-4143

You sold yourself as a different kind of Democrat, one who believed in personal 
responsibility and the rewards of hard work and risk-taking; a person who wasn't 
prisoner to the concept that government owed people a living and those less successful 
a redistribution of the fruits of others’ labors. In other words, you sounded like I had 
been talking for many years.

I supported your candidacy for a number of reasons. Besides being a friend from 
school and someone in whom I'd remembered a certain passion for doing the right 
thing, you rekindled in me a belief that government could perform a role in ch an gin g 
the direction of this country so that people on the lower end of the hopes and dreams 
ladder could see a way to better themselves and their families.

BRIAN L. GREENSPUN. President_______ __________
800 S. VAL-L-EY VIEW BLVD.. LAS VEGAS, NV 89107-4411
702-259-4003

MEMBHR: AMERICAN NEWSPAPER PUBUSHERS ASSOCIATION - AUDIT BUREAU OF CIRCULATIONS - 

- ASSOCIATED PRESS - NEW YORK TIMES SERVICE * NEVaDa STATE PRESS ASSOCIATION - 
r-.r rrv^Bkrr. xrrsnm* in.r> T>th»t rmrmx’ a fcrxv-r _

Well, thing’s aren’t fine anymore. Admittedly, I am real angry with the news from the 
Federal Communications fommission. On a personal basis, the FCC's decision has 
cost me more money than I ever thought a person or family could accumulate in a 
lifetime. So while many people would find tens of millions of good reasons to complain 
about the cable rate rollbacks announced this morning, my issue revolves around a 
different aspect of that decision. While I am mindful of the significant financial loss 
I have incurred, it is not my main motivation today.

I still want to believe. But, admittedly, it is difficult. It is difficult because I know 
the truth about why the FCC ruled the way it did. It is difficult because the 
Commission's ruling will do exactly the opposite of what you and Vice-President Gore 
say you want for this country - a thriving information superhighway with th any 
competitors. And it is difficult because the decision this moming belies everything I 
thought you believed about job creation and growth.

It has been a considerable time since I have written with comments about the way 
you are or should be running this country. The reason is quite simple and one which 
harkens back to an old childhood punch line: "Everything's been just fine until now."

The President
The White House
1600 Pennsylvania Avenue
Washington, D.C. 20500-2000
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This is madness.

What the FCC has done is hasten the time in which the phone companies will swoop 
in and buy - now at very depressed prices - those thousands of cable companies which 
can no longer finance their growth or which can no longer justify the risk to potential 
investors. Simply put, that is not the way to encourage growth of the industry and 
the jobs that could have been created.

President Clinton
Page 2,
February 23, 1994

Second, the FCC would have us believe that investors in industries like cable will 
throw their money into the ground for an 11.25 percent return on their capital That 
statement alone shows the naivete of the commission staff who conceived this rollback 
and the commissioners for accepting it without question. I can get an 11-25 percent 
return by investing in government-backed, fully-insured bonds. Why would I ever risk 
money in the cable business for the same level of return when the risk is greater by 
a factor of three? Especially now, when an added risk is government confiscation of 
capital!

First, let’s talk about the huge consumer outrage that resulted in this second rollback 
of rates. Close to 8,000 people wrote to the FCC to complain. These included not only 
rate complain fa but also concerns about the confusion that resulted from the first FCC 
action. That's 8,000 out of 57,000,000 subscribers! That represents four complaints 
for each of the 2,000 systems in America. Hardly a groundswelL

Mr. President, your FCC has sent a message to the cable industry that is exactly the 
opposite of the one you and Al Gore are sending to the public. You want cable 
entrepreneurs to take substantial risks by investing in new technologies along the 
superhighway so that they and others can provide competition to the phone companies 
which are lumbering down the road. At the same time you send a message today that 
says whatever investments our government thinks in hindsight should have been 
made, are forfeited and cannot be recovered. And that goes for a large part of the $43 
billion the industry has borrowed to build the existing infrastmrtnre Has anyone 
even considered the cost to the industry to cure the hundreds of bank defaults that, 
will occur as a result of this action? If, indeed, they can be cured!

This letter only gets worse. But you should read it because it comes from someone 
who has a deep respect and fondness for you. Those who have no need for you or your 
dreams will not tell you what you should know. I will.

For the FCC minions to suggest that consumers forced them to act is an outrage and 
a lie. The truth is that some powerful congressmen got into a contest with some of 
the larger cable entrepreneurs about who had the most clout in Washington. Guess 
who won. And now they are re-emphasizing the point so no one else will dare 
question their legislative authority.
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Respectfully,

Brian

i

I suppose what frustrates me most is that I came to Washington to meet with Reed 
Hundt and others to describe what I thought would be the result of a further increase 
in rates. While he and others listened, they did not hear. Either that or they didn't 
believe me which is even worse.

There are many ways to handle greedy cable operators just as there are ways to do 
so in any other industry. There is just one way to destroy one of the few functioning 
and growing industries in America. And the FCC has found it.

Your administration failed to act on this one when to do so would have given 
substance to your vision for jobs and technology growth along the information 
highway. I am disappointed because I believed and I sold many othersbn that belief

President Clinton 
Page 3,
February 23, 1994

I have been accused of being too naive when it comes to spreading what I believe is 
your message. I still don't think so. Perhaps it is just a matter of focus. If that’s the 
case, it is not too late to rectify this big mistake because to ignore it is to ignore one 
of the defining issues of your presidency ... jobs, growth and responsibility.

I hope that you personally had little to do with this result because there are more 
pressing matters to attend to and because I want to believe just that.

If I haven't done so already, I can't tell you how profoundly disappointed I am in the 
way government has not worked this day.

The move today was not the result of consumer complaints. It was not the result of 
a government desire to increase jobs and spur growth. And it was not the result of 
a vision for an information superhighway with multiple competitors. It was the result 
of personal and political pique which your administratfon did nothing to stop or even 
mitigate. And now an entire industry will pay the price which, ultimately, will be 
borne by the very consumers you sought to help.
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in September 1992. The move, 
aocoi
Hundt, was in response to cable 
consumers who were unhappy about 
the rates being charged for their 
favorite television programs.

The LORD GIVETH and the 
-Lord taketh away. So does the 
^‘government.
7 The difference is that in the first 
case there is a certain faith that any 
give and take will be done according 
to some master plan. In the second, 
there is no faith and the certain 
knowledge that there is no plan 
beyond that which is politically 
expedient.

is lower rates. Too simple and too 
•bad.

As a vitally interested consumer 
as well as a cable company owner, 
I awoke bright and early Tuesday 
to watch the FCC hearings in 
anticipation of some Solomon-like 
ruling that would placate those 
politically powerful consumer

On the surface, most people 
should applaud the government’s 
effort to roll back cable rates which 
have grown steadily since Congress 
first deregulated the industry in 
1984. After all, what is good for the 
consumer is lower rates and what is 
bad for those greedy cable companies

*’• * •

’• Tuesday morning, the Federal 
Communications Commission issued 
an order that commanded cable 
Companies across the country to 

. reduce their rates by a total of 17

L.

i -
'J Wednesday, Feb. 23, 94

• r______________________________________ ________
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< And guess who pays?
The FCC blamed the need 

for its action on the many* 
consumer complaints filed 
with that agency. I believe 
the number of complaints 
from Las Vegas numbered • ■- > 
close to three - out of 230,000 ■; 
subscribers! No wonder the 
FCC acted as it did. There 
was a virtual groundsweil of
consumer, unhappiness,  

The lesson to be learned 
from this action will, ' ‘ 
unfortunately, be learned 
during the next few years 
as the phone companies 
come in to do battle against 
cable competitors less able to 
fight. That is when the mal 
monopolies will result and • 
that is when the rates travel 
upward at the speed of fiber 

optic light.
■ And that’s when everyone 

who thinks the FCC did them 
a favor Tuesday will reflect on 
who should be responsible for 
the give and take in our lives - 
and who shouldn’t. •

BRIAN GREENSPUN is editor 
of the las Vegas SUN. -
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THE PRESIDENT HAS SEEN

(THE

NEW YORKER

February 24, 1994

Dear Mr. President

Sincerely.

II5& i5TH 5TRCC1 NV, JUIIt 1016. VAJHINGTON, DC 20000 (202) 296-58+0

I thought you might be interested in an article I wrote on the proposed 
balanced budget amendment for the February 28 New Yorker. I hope you find 

it useful.

The Honorable William Jefferson Clinton

The White House
Washington, D.C. 20500

Sidney Blumenthal
Washington Editor



commeMT'*

■

JIMON'J SIMPLE PIE

s
causer felt th At Reagan shared their pa» 
sions. his senior aides and the Republi-

I

: etoss domestic product by 1996, ac­
iding to rhe Congressional Budget

relation*. Brench advertltlng oft.ctv. in East Wacker Drive, Chicago, iu, Wii V 41 Oilwri P|«C San Francirco. 

u' ;’OnAlnn W1V ’t-i1; ,San* ^wci'lca, 20 Park >!»*« Suite ne, Boimn. Mam.
Z500

I

r-
F

r.* »
7Sl

M

«*k
f

*S

i

I fe

WULAII ALLO TWA HP 
in Oi.'LOFDIJR THRU PODIS

THE SOUL CF MJZCWA
THE HEART Gt i 30 R Y A{A I I 0R

I
I
i

I

A

<' G

I.

< r
. --> ‘ i

SltKVlCC: Tn ii.inlw

enator Paul Simon, of HUnnia,
I with his pert bow de, sdll looks 

__ like what he once was! a Crusad­
ing small-town newspaper editor who 

peeked out his stories on a manual 
typewritti. lie is a decent liberal, who 
idolizes Lincoln and eulogizes Hubert 
Humphrey. But now diis inveterate re­
former has nroposeri a bill iliac, if it were 
to be enacted, would viitually outlaw so­
cial reform. Senator Simon hardly re­
sembles a vandal with a spray can, but 
his amendment for a balanced budget 
would be in ugly swirl of graffiti on the 

Constitution.
The balanced-budget panacea was a 

rhetorical favorite of that great deficit 
spender Ronald Reagan. It was his ge­

nius to have it all ways: endorsing a bal­
anced budget, though never present­
ing one to Congress, after gaining the 
benefits of an enormous federal tumu­

lus tn rhe economy by cutting taxes—es­
pecially for rhe wealthy. Reagan's effect 
(and. by some accounrs, his intent) was 
to cnpple the capacity of government for 
action (or, as he saw it for mischief). As 
a political matter, his advocacy of a 

balanced-cudgel amcndniCTlt was of a 
piece with his approval of an amendment 
that would have cruninalixcd abortion. 
While supporters of these conservative
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can leaders in the Senate adroitly mw 
■Aged to keep the amen Jments lost in the 

legislative labyrinth; rhe constituencies 
remained roiled, but nothing happened.

Paul Simor.’s balanced-budget amend­

ment reverses the classic wisecrack of 
Karl Mane that history repeats itself, the 
first time as tragedy, rhe second time as 
farce. At die moment when President 
Clinton has brought the Reagan deficits 
down to manageable levels—slicing rhe 
deficit almost in half as a percentage of 
die gross domestic product by 1996, ac­
cording to the Congressional Budget 
Office—a liberal Denvu-r-at h-aa pro­
posed a mechanism that would sanctify 
Reagan’s social deficits and frustrate 
Clinton’s plana for public investment.

The heart of the aiuendincnt. which 
will be debated this week on llic Senate 
Soor, seems perfectly straightforward: 
‘Total outlay; for any fiscal year shall
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“the power" to be 'transferred to the mi­

nority," in rhe words of Madison. 
The balanced-budget amend­

ment erases rhe fundamental 
principle, replacing it on all mat­
ters of money with rule by the 
minority. In this Case, a particu­
lar minority’s intemat would be 
served. The amendment favors 
those who wish to ohsrnirr, 

to stymie national action, or, 
is Madison warned, “to screen 
themselves fiom equitable sacri­

fices to the general weal. or. in 
particular emergencies, to extort 
unreasonable indulgences.” Tire 
entire effect would be to throw 

into doubt the legitimacy of the 
idea of majority rule, which, 
Madison argued, would lead 
to “public convulsions and the 

ruin of popular governments.” 
By unbalancing the Constitu­

tion, the balanced-budget panacea 
would unbalance the country. ♦
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THE PRESIDENT HAS seen

MEMORANDUM

President ClintonTo:

Derek Shearer and Richard RothsteinFrom:

Relations with the AFL-CIO after NAFTARe:

November 19. 1993Date:

Shearer/Rothstein to President Clinton, November 19, 1993: p. 1

One of the dangers of a breach with the AFL-CIO is that union 

legitimacy will be critical to mobilization on behalf of

AFL-CIO leaders’ commitment to your
leaders

your health care program.

We are particularly concerned about the AFL-CIO, without whose 

commitment, enthusiasm, and renewed personal loyalty it will be 

difficult to enact health care reform with universal access. 

AFL-CIO leaders behaved irresponsibly in the NAFTA debate, 

supporters also made mistakes.

While

NAFTA 

Suggestions from Administration 

supporters that the unions' leaders did not reflect the attitudes of

rank and file members caused the deepest wound, since they inplied a 

lack of respect for the unions' legitimacy. in any democratic 

organization, it is always easy to find members who disagree with 

the leadership but, certainly in the case of NAFTA, there can be no 

doubt that union leaders were reflecting the fears and concerns of 

the majority of union members.

Your NAFTA victory demonstrated political skill, purposeful­

ness and strength. However, there is danger if rifts caused by this 

battle are not repaired, not just superficially, but in fact. Many 

of those who supported you on NAFTA will likely oppose you on issues 

like health care, job training, public investment, the minimum wage 

and job creation, while your most determined supporters on these 

issues were on the other side in the NAFTA debate.
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Shearer/Rothstein to President Clinton, November 19, 1993: p. 2

One recent development is disturbing and illustrates our 

concerns. As you know, the Economic Policy Institute, an AFL-CIO 

supported think tank with a record of responsible and insightful 

economic analysis, recently issued a report proving that your health 

care reform proposal will have a positive impact on job creation.

As you pointed out in your speech to the AFL-CIO convention, 

while the unions' opposition to NAFTA may have been misguided, this 

opposition reflected legitimate anxiety about losses of well-paid 

jobs to low wage nations and about our nation's failure to create 

new "good" jobs to replace the losses. Unfortunately, your 

understanding and passion about the legitimate reasons for AFL-CIO 

fears is not shared by many of your supporters in the NAFTA fight or 

even by many prominent members of the Administration.

health care plan is probably not yet reflected in the rank and file 

(many of whom fear losing their present benefits) to nearly the 

extent that leaders’ opposition to NAFTA was reflective of the 

membership. Countering perceptions of a split between union leaders 

and members is therefore very much in the Administration's immediate 

interest.

In your press conference following the Vice-President's Perot 

debate, you pointed out that both supporters and opponents of NAFTA 

made wild and irresponsible claims about job gains or losses. We 

know that NAFTA itself will have a relatively small effect on jobs, 

positive or negative; manufacturing jobs will continue to relocate, 

with or without NAFTA. Your leadership of the NAFTA fight was based 

on a vision of the country's future, not on a belief that NAFTA 

itself would create large numbers of jobs. While AFL-CIO claims of 

job losses were grossly exaggerated, so too were many supporters' 

claims of gains. Unfortunately, here too your broader perspective 

is not widely shared by NAFTA supporters and by many in the 

Administration, who continue to insist that economists who projected 

job losses from NAFTA are less credible than those who projected 

equally unrealistic gains.
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Shearer/Rothstein to President Clinton, November 19, 1993: p. 3

Three suggestions build on your NAFTA victory and enable you 

to reinforce your reasons for leading this fight:

This incident illustrates why it is essential that the 

credibility of your opponents in the NAFTA fight be restored.

since its contributions to high wage job creation in manufacturing 

will more than offset its harm to low wage job creation in personal 

services. This EPI report, however, has been attacked as lacking 

credibility because it was produced "by the same people who claimed 

jobs would be lost from NAFTA," and the Administration has been 

hesitant to use the report for the same reason.

2) President Salinas has pledged increases in the Mexican 

minimum wage in concert with productivity growth, but has so far

1) Caterpillar was one of the most prominent supporters of 

NAFTA because the firm expects greatly increased export sales to 

Mexico as that nation industrializes. Caterpillar also continues to 

be the center of the most bitter dispute in labor-management 

relations today. The company continues to claim that it 

afford" the "pattern" agreement which the UAW seeks. The fight has 

become one of pride and principle, not interest, and may well lead 

to another strike in the near future. You might consider using your 

private influence to urge Caterpillar to negotiate a settlement with 

the UAW, suggesting that some of the benefits from NAFTA's 

contribution to expanded export markets should be shared with the 

union. Should you be successful, you will be able to claim evidence 

that an export-focused free trade orientation also creates 

conditions for better wages and more security at home.

As the victorious President in the NAFTA fight, you can easily 

afford magnanimous gestures to your long-term allies like the AFL- 

CIO. We have some specific suggestions about steps you could take 

to demonstrate a desire to heal wounds, a recognition of mutual 

interest, and a respect for union leaders and their overall agenda.
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Shearer/Rothstein to President Clinton, November 19, 1993: p. 4

offered no specifics on the implementation of this pledge. 

Meanwhile, your Administration has had to defer a proposal for a 

much needed increase in our own minimum wage, in part because of the 

need for Republican support in the NAFTA fight. You might consider, 

in the wake of NAFTA's approval, a joint initiative of both nations' 

presidents to seek increases in both nations' minimum wage levels in 

concert with productivity growth in each nation.

3) You were unsuccessful, during the NAFTA debate, in getting 

major corporations to pledge not to move jobs to Mexico. However, 

in the wake of the NAFTA victory, now might be the time to organize 

a new set of voluntary "Sullivan Principles" for American firms 

which invest in Mexico and other developing countries. Levi-Strauss 

has been creating such principles to govern its conduct in Third 

World locations, and has involved Jack Sheinkman of the Amalgamated 

Clothing and Textile Workers in their development.

consider embracing this effort and helping to expand it.

4) The failure of the original NAFTA to deal with labor rights 

and standards was not only due to the Bush Administration's lack of 

interest, but also to institutional weaknesses in our trade policy. 

To remedy these, and to help assure that labor rights and standards 

are routinely considered in future trade policy, you might consider 

appointment of a "Deputy U.S. Trade Representative for International 

Worker Rights and Standards." Such an official could not only 

assist Mickey Kantor in future negotiations, but have responsibility 

for implementing present trade policies which concern worker rights 

(like worker rights provisions of the GSP) and could also be 

responsible for consulting union leaders in the development of trade 

policy and giving them assurance that policy will not be developed 

without their input. Had such a mechanism been in place, perhaps 

their opposition to NAFTA might have been avoided, or at least 

muted.
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Shearer/Rothstein to President Clinton, November 19, 1993: p. 5

Our other suggestions are not directly related to NAFTA, but 

involve actions you could take which demonstrate your respect for 

the AFL-CIO and your conviction that it shares most of your agenda.

And related to NAFTA, you might consider appointment of a 

union official as a member of the Board of Directors of the new 

North American Development Bank.

achievable.

presidency pays off in victories.
point, to demonstrate that you can stand by their side in defeat, 

unless the issue is of overwhelming importance, which we don't 

believe this is.

3) You might consider establishment of a regular schedule for 

meetings with union leaders at the White House. While this schedule 

need not (and should not) be as frequent as your regular meetings

not urge you to make the striker replacement bill a 

priority at this point, unless you believe its ultimate passage is

The AFL-CIO needs to be shown that alliance with your

It is not desirable, at this

Another appointment which you might consider is the 

appointment of a labor-oriented economist to the next open slot on 

the Council of Economic Advisors.

2) Two Congressional bills of interest to organized labor 
could benefit from your support. One is the OSHA reform bill, which 

promotes your commitment to a "new workplace" by requiring worker 

involvement in companies' compliance with health and safety 

regulations. The other is the Harkin-Brown "child labor deterrence" 

act which forbids the import of products manufactured by child 

labor.

1) We understand that your nomination of Bill Gould to be 

Chairman of the NLRB may be in difficulty. Gould's nomination is 

very popular with the AFL-CIO. An effort on your part to push this 

nomination through would be well received by the unions.
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Shearer/Rothstein to President Clinton, November 19, 1993: p. 6

with business leaders, the lack of a regular channel for 

communication with you leaves union leaders without a sense of being 

fully part of the administration, especially when compared with your 

regular business leader meeting schedule.

Clearly, all the above pales in comparison to the need for a 

comprehensive jobs program. While the filibuster of your "stimulus" 

proposal last spring suggests the difficulty of this endeavor, it 

also suggests another approach. If the possibility of even a token 

conpromise like last spring's "stimulus" is non-existent, perhaps in 

this case the Administration should consider endorsing and fighting 

for a maximum program even if there is little realistic chance of 

its passage. (We understand that such a program is currently being 

drafted by a group of liberal and labor-oriented congresspeople.) 

This might be especially necessary if the Administration wants to 

make a comprehensive job training program a high priority for next 

year, since many in the liberal and labor communities will be 

skeptical of a job training program which, they believe, can only 

train displaced workers for good jobs which don't exist. It is also 

important to have a revived Clinton jobs program for political 

purposes in the 1994 mid-year elections and, of course, for the 

1995-96 presidential election.

4) Another potential crisis in the Administration's relations 

with the AFL-CIO may present itself next spring, when the Dunlop 

Commission on labor law reports to Secretaries Reich and Brown. It 

is our impression that commission members would be inclined to 

propose union-advocated labor law reforms if the members believed 

such proposals would be embraced by the Administration. We do not 

necessarily suggest that the Administration now commit to do so but 

urge that you begin developing a policy, with input from AFL-CIO 

leaders, so that the Administration can guide the commission or, at 

the very least, be adequately prepared for the issuance of the 

commission report.
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MEMORAND

From: Gene Sperling

Subject: Economic Talking Points

We put out talking points on Friday to the members of Congress going home so that 
they had the facts they needed to talk about their role and ours in bringing about a declining 
deficit and an improving economy.

The third page of the first document shows what we have done on key investments 
from Bush's last budget (FY93) to the FY95 budget you just proposed. By showing the two 
year differential, it shows more clearly how much key investments have gone up under your 
first two budgets and decisively answers those who claim that our budgets have been similar 
to those that the past Administration might have proposed.

The third document has 7 quotes I have collected that explicitly validate the 
connection between your economic plan and the improving economy. These quotes are all 
from non-partisan sources. Greenspan, who some try to give all the credit to, clearly states 
that the deficit reduction package is at least substantially responsible for lower interest rates. 
The quotes from the Lehman Brothers weekly report of January 10, 1994 are exceptional. 
I added quotes from today's Washington Post editorial — which is excellent.

We did three documents. The first starts with a page that lays out the main facts on 
the budget agreement passed last year as well as this budget. Then it has a page on tax 
fairness. Quotes from H&R Block and others are used for validation of the fact that only the 
most well-off are facing higher rates. The H&R Block analysis has a nice break down: the 
top 1.2% pay higher income tax rates; 82.2% pay the same, and 16.6% get a tax cut from 
the EITC.

The second document is simply an up-to-date list of the signs of an improving 
economy — with facts from the CEA and other economists in the Administration.

TO THE FIRST LADY
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February 24, 1994

MEMORANDUM FOR THE |ENT

FROM: MACK MCLARTY

SUBJECT:

Phil Ladercc:

Commission on Roles and Missions of the 
Armed Forces

SEEN 7

If you have any additional names or thoughts, please get them to 
me promptly so that we may get them into the mix earlier rather 
than later.

I received your note regarding Les Aspin possibly being a member 
of the Commission on Roles and Missions (attached). There are a 
number of aspects regarding Aspin's serving that we need to 
discuss. Also attached is a list of names from Bill Perry and 
John Deutch for your consideration.
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Dear Mack,

Other candidates he has considered include:

We await your reaction and/or other suggestions.

Best regards, 

John White
Phil Odeen

Harold Brown 
Frank Carlucci 
Jim Schlesinger
Jeff Smith

Thomas F. McLarty, III 
Chief of Staff
First Floor, West Wing 
The White House 
Washington, D. C. 20500

Here are the names of the two finialists Bill Perry is 
considering for Chairman of the "Roles and Mission" Commission:

ACQUISITION AND 
TECHNOLOGY

I

^jJ^hn Deutch

0

THE UNDER SECRETARY OF DEFENSE
3010 DEFENSE PENTAGON <—

WASHINGTON. D C. 20301-3010 -*•

February 16, 1994
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MEMORAND'

FROM: JOHN PODESTA

SUBJECT:

from the DOD
The Secretary

The Chairman is
The

The Commission 
necessary and

Commission on\| Roles and Missions of the Armed 
Forces

The Department of Defense Authorization Act P.L. 103-160, 
contained a section establishing the Commission on Roles an 
Missions of the Armed Services. As the attached conference 
report language indicates, establishment of the Commission grew^ 
out of the House Armed Service Committee's dissatisfaction with 
Chairman Powell's recommendations on the subject in his 1993 
triennial report. * ;

The Commission members are eligible to be paid for their days of 
service and receive travel and per diem expenses, 
can hire an executive director and other staff as 
hold hearings.

THE WHITE HOUSE

WASHINGTON

February 7, 1994

•Je-

Per your instructions, I have not contacted DOD about this; let 
me know what else you need.

I

DOCcMf/MT LUAS,

TO

FT"

‘7v_r

Funds for the Commission are to be made available 
civilian employment, travel and per diem accounts, 
of Defense is directed to furnish administrative and support 
services requested by the Commission.

4s

The Commission is composed of seven members, all private U.S. 
citizens, appointed by the Secretary of Defense.
designated from amongst the members by the Secretary.  
legislation directs the Commission to review the efficiency and 
appropriateness of the current allocation amongst the Armed 
Forces of roles, missions and functions, and make recommendations 
to Congress for changes in view of the post-Cold War environment.

TO MACK MCLARTY 
PHIL LADER

The Commission legislation directs the Secretary to appoint the 
Commission members within 45 days of enactment (November 30,
1993), a date which has passed. Once appointed, the Commission 
is directed to meet within 30 days, send a work plan to Congress 
within 90 days and issue a final report within one year of its 
first meeting. The final report is to be sent to the Armed 
Services Committees, the Secretary of Defense and Chairman of the 
Joint Chiefs.

(2

X u/ajic?
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February 24, 1994

MEMORANDUM FOR THE PRE ENT

r
RAHM EMANUELFROM:

IL/MO/TN Crime Leadershi*Subject:

Jim Cooper, Bob Clement attendedLane Evans,In addition, Reps, 
the event.

Attached please find an agenda for the event, a list of 
participants, and a breakdown of the regional media that attended 
the stakeout after the event.

A
THE PRESIDENT HAS SEEN /

On Wednesday, February 23, we hosted our third Crime Leadership 
Day for police and community leaders from Illinois, Missouri, and 
Tennessee. All Democratic members of the House were asked to 
submit invitation lists.
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February 25, 19J4 FEB2j=^r>the^Jes

MEMORANDUM FOR THE IDENT

E^J*
FROM: MARCIA L. HAL’

SUBJECT: INTERGOVERNMENTAL AFFAIRS BI-MONTHLY REPORT

GUARD AND RESERVE INACTIVATION ANNOUNCEMENT

FEDERALISM

BALANCED BUDGET

CRIME BILL

Continuing to work with the NGA to develop a proposal that the governors can support.

TRP AWARDS

i.v’J

Distributed talking points on the balanced budget amendment to all democratic governors. 
Coordinating efforts with Legislative Affairs.

DoD will announce specific National Guard and Reserve unit inactivations on Monday, 
February 28. These inactivations are a direct result of the previously announced down-sizing 
plan. Most of the key states affected have been notified by DoD. A DoD representative will 
brief the governors’ Washington representatives on Monday at their weekly meeting.

THE PRESIDENT HAS SEEN 7

The final round of TRP was announced on February 4. Early calls were made to priority 
governors and the list of winners were delivered to their offices. With the advance notice, 
Governors Roberts, King and Chiles were able to announce the news at a previously planned 
defense conversion media event. * **

Working with The Vice President, Carol and NGA on federalism issue. NGA requests a 
meeting with you to discuss the mandates issue. Carol and I will discuss this with you when 
we have a resolution. a •

L5



IMMIGRATION

DFAS

There are rumblings at DoD that this announcement is just around the comer.

TRIBAL LEADERS

HEALTH CARE

NEW YORK

TEXAS

I

lS1

Continuing efforts with Harold to analyze the administration efforts on behalf of New York, 
including the ramifications of the release of the impact analysis of the HSA on the state.

Participated in a meeting with OMB and seven governors’ representatives to discuss the 
impacts of illegal immigration.

Distributed talking points to intergovernmental health care surrogates on the HSA’s benefits 
to seniors, as part of seniors week. Also distributed information from the Urban Institute 

• Report, released last week, citing the positive financial impact of the HSA on the states.

A number of governors have lobbied congress in support of the HSA. Rossello testified 
before the Senator Finance Committee, Dean testified before the Domestic Policy Committee 
and met with Rep. Waxman, and Chiles wrote a letter to Sen. Mitchell in support of our 
position on alliances. —

IGA representative attended the Affiliated Tribes of the Northwest Winter Conference in 
Spokane, WA.

Continuing to organize the wnite!H^se_s^rin^vent with Tribal Leaders. I

The Laredo Bridge will probably be approved by DoD next week.

r



CALIFORNIA

MISSISSIPPI

Notified Mississippi of their disaster relief assistance.

ALABAMA

INDIVIDUAL ELECTED OFFICIALS

ADMINISTRATION PARTICIPATION IN UPCOMING CONFERENCES

ill keynote the National Association of Counties (NACO^^ ( 
sek.

3

Secretary Brown wi 
conference next week

Laura Tyson and Ira Magaziner will address the National Association of State 
Treasurers (NAST). At a White House briefing we will announce the state impact 
analysis and the individual state reports to the NAST. Roger Altman will address the 
Democratic State Treasurers.

Coordinated Governor Kirk Fordice meeting with FEMA to discuss disaster assistance for the 
state.

Governor Brereton Jones withdrew his name from consideration for appointment to the 
Historical Preservation Committee.

Governor Bruce Sundlun requests to be appointed to the National Railroad Passengers 
Board.

Continuing to work with the Earthquake Interagency Task Force on the long-term recovery 
of California. All relevant California elected officials were invited to your announcement 
this past week.

Working with Nancy to arrange for Governor Gaston Caperton to spend the night or run 
with you at some time in the future, the Governor is also interested in being appointed to 
the National Railroad Passengers Board.



DIRECTORS MEETINGS

Met with Secretary Babbitt and Mack McLarty on grazing.

4

Met with Ambassador Kantor on intergovernmental affairs recommendations for 
USTR Commission.

Met with Mayor Asher to discuss the selection of the new Executive Director of the 
Advisory Commission on Intergovernmental Relations (ACIR).
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MEMORANDUM FOR THE P: IDENT

FROM:

SUBJECT:

CABINET-WIDE ACTIVITY

HEALTH CARE

ADMINISTRATION CRIME INITIATIVE

i

2) Participating in weekly Leadership Days in which top 
Administration officials brief police chiefs and other 
leaders invited to the White House by key Members of

Summary of Weekly Cabinet Reports 
February 25, 1994 through March 4, 1994

1) Travelling in the coming six weeks to key Congressional 
districts: The Cabinet is beginning their crime bill 
travel with a series of events focussing on Brady Law 
implementation. Secretaries Bentsen, Shalala, Pena, 
Riley and the Attorney General and Dr. Lee Brown are 
participating in such events.

This past Tuesday, Vice President Gore and Mack McLarty hosted a working lunch on 
crime issues for Secretaries Bentsen, Reich, Ron Brown, Shalala, Cisneros, Pena, 
Attorney General Reno and Dr. Lee Brown. The Cabinet Officers were briefed on our 
political, legislative and communications strategies. Mack then asked them to participate 
in three ways in our crime efforts:

CHRISTINE A. VARNE
Secretary to the Cabinet

THE WHITE HOUSE

WASHINGTON

The focus of Cabinet activity has shifted exclusively to targeted Congressional districts. 
Several Members of the Cabinet will travel to Congressional home districts, and many 
more Cabinet Members and sub-cabinet officials will engage in regional media activity 
on behalf of Health Care Reform.
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DEPARTMENT SUMMARIES

Department of the Treasui^

o

o

o

3) Developing crime policy initiatives which can be 
announced in the short term: Each of these Members of 
the Cabinet are working to put together policy 
initiative(s) that can be announced in the coming six 
to eight weeks. The Departments are coordinating these 
policy proposals through Mack McLarty and Carol Rasco 
over then next week.

Congress: We have completed three Leadership Days thus 
far, participants include the Vice President, Attorney General 
Reno, and Secretaries Riley, Cisneros and Dr. Lee 
Brown.

WACO Anniversary: Monday, February 28, will be the anniversary of the ATF 
raid on the branch Davidian compound in Waco, where four ATF agents died. 
ATF Director John Magaw will attend a memorial service for the slain agents in

Gun Control: On Monday, February 28, Secretary Bentsen will announce that he 
has directed the Department’s Bureau of Alcohol, Tobacco, and Firearms to end 
the uncontrolled public sale of two widely recognized military-style assault 
weapons. ATF can ban the uncontrolled public sale of these weapons, which have 
no sporting purpose, by placing them in the same legal category as machine guns. 
Dealers will require a special, $4,000 license to sell the weapons. There will be a 
$200 tax on each sale, and buyers will first have to undergo finger printing and 
rigorous background check.

Regulatory Consolidation: Secretary Bentsen will testify before the Senate 
Banking Committee on Tuesday, March 1 regarding the Administration’s plan to 
consolidate bank regulation. Comptroller of the Currency Gene Ludwig and the 
Secretary are working aggressively on the Hill to promote the initiative.. 
Supportive op-eds are expected to run in The New York Times and other papers.

In the first such announcement, this Tuesday Vice 
President Gore will join Attorney General Reno and 
Secretary Bentsen in announcing the Anti-Violence 
Initiative which coordinates our anti-gang initiatives 
and strengthens our efforts against violent crime with 
state and local forces.
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Department of Labor

o

Department of Transportation

o

Department of Justice

o

o

Nomination of Deval Patrick: The Senate has scheduled a hearing for March 10.o

Department of Health and Human Services

o

I
3

Waivers: Next week, the Department will act on waiver requests from California 
and South Dakota. The California project includes provisions to require pregnant 
and parenting teens to participate in a program that includes cash incentives and 
sanctions to keep them in school and earning passing grades. The South Dakota 
project would time-limit adults by assigning aid recipients to an employment track 
of up to 24 months or an employment and training track of up to 60 months.

Washington. The verdict in the Branch Davidian trial may come as early as 
today, thus enhancing attention on the anniversary of the raid.

New Treasurer: Vice President Gore will administer the oath of office to Mary 
Ellen Withrow on March 1.

Three Strikes Proposal: On Tuesday, March 1, Acting Deputy Attorney General 
Jo Ann Harris will testify before Congressman Schumer’s subcommittee on the 
Administration’s "Three Strikes" proposal.

Major Grant for Southern Maryland: February 25, the Department will 
announce the signing of a Full Funding Agreement with the Washington 
Metropolitan Area Transit Authority for the Branch Avenue Line in Prince 
George’s County. With the execution of the Full Funding Agreement of the 
remaining 13.5 miles of the 103 mile Metrorail system in the Washington 
metropolitan area will be completed.

Base Closing Case: On March 2, the Solicitor General will present oral argument 
in Secretary of the Navy vs. Specter. Senator Specter and others are challenging 
the closure of the Philadelphia Navy Yard under the Military Base Closure Act. 
Senator Specter is also scheduled to argue. The Department will argue that the 
recommendations of the Base Closure Commission are not subject to review.

Reemployment Initiative: Labor is working vigorously to line up support for its 
reemployment initiative, the Reemployment Act. March 8, Secretary Reich will 
testify before the House Ways and Means Committee on the initiative. The 
legislation is expected to be introduced the first part in March.



o

o

o

Department of Housing and Urban Development

o

o

Department of Education

o

o

Department of Interior

o

o
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First National Survey of Hospital Emergency Departments: This first national 
survey will be released next week and will show that 55% of all visits to 
emergency rooms are not for emergency treatment.

Grazing: At Congressman Synar’s request, Secretary Babbitt has agreed to hold off 
further grazing announcements until Synar has had a chance to review the draft 
line-by-line. Secretary Babbitt expects Synar to complete his review shortly and the 
announcements should continue by the middle of next week.

60 Minutes: On Sunday, CBS will air a 60 Minutes segment on the Kansas City, 
MO, school system. A major focus of the story is that despite a substantial increase 
in spending for education there, student test scores have continued to decline. 
There is no mention in the story of the Department. Deputy Secretary Kunin will 
visit Kansas City on February 28.

Gnatcatcher: On Friday, March 4, Secretary Babbitt will address the San Diego 
Association of Governments to discuss preservation efforts relating to the 
California gnatcatcher. He will announce federal efforts to help local governments

Performance Agreement: On Thursday, the Department will announce its 
performance agreement and the field reorganization of its individual program 
offices.

Vidor, TX: Five more African-American families have moved into the public 
housing development in Vidor, bringing the total to nine families. A tenth family 
will move in the next few weeks. The Ku Klux Klan has a rally outside the 
development last weekend, however, only 25 KKK members showed up and local 
and federal law enforcement far outnumbered them.

ESEA Reauthorization: The Improving America’s Schools Act went to the House 
floor yesterday. The Department expects a vote next week.

Day-One Tobacco story: Day-One. ABC’s news magazine is doing an investigative 
piece uncovering evidence that cigarette manufacturers manipulate the amount of 
nicotine in cigarettes to keep people addicted. The story may suggest that FDA 
ha^^esgonsibilit^^egulat^cigarette^asjjlijugs.

Sexual Harassment Case Against NIMH: On February 28, trial begins in the 
NIMH sex harassment suit.

story may suggest that bUA
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Department of Agriculture

o

Department of Energy

o

Environmental Protection Agency

o

o
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Speech: On Saturday, March 5, Secretary Babbitt will gave a major speech to the 
National Wildlife Federation on the Administration’s vision and goals.

Federal Crop Insurance Reform: Next week. Secretary Espy will release USDA’s 
plans for federal crop insurance reform before the press, commodity groups and 
land crop insurance and banking interests.

International Energy Agency: On Tuesday, March 1, Secretary O’Leary will meet 
with the Executive Director of the IEA. Among other things, Secretary O’Leary 
will urge the director that continued DOE support for the IEA may depend upon 
lEA’s ability to develop an updated strategy for responding to international energy 
emergencies in the current marketplace.

International Trade in Hazardous Waste Next week, Administrator Browner will 
announce the Administration’s position on international trade in hazardous waste.

including National Biological Survey research initiatives, federal funding for land 
acquisition and conservation planning.

Clean Air Act On Tuesday, February 29, Administrator Browner will announce six 
proposed or final regulations required under the Clean Air Act. All of these rules, 
which were held up by the Bush Administration, will have significant public health 
benefits. The rules will curtail toxic emissions from chemical manufacturers, cut 
utility boiler emissions that contribute to acid rain and control numerous other air 
pollutants. EPA has incorporated many economically beneficial components in 
these rules, including emissions trading and other innovative mechanisms.

Loan Rates: At a press conference this morning. Secretary Espy announced 
average price supports and advance deficiency payments for the 1994 crops of 
wheat and feed grains. Specifically, the wheat rate was increased by 13 cents ($2.45 
to $2.58 per bushel) and the corn rate was increased by 17 cents ($1.72 to $1.89 per 
bushel). Secretary Espy expects these announcements to be roundly supported by 
farmers, agricultural groups and members of Congress in the midwest. This is the 
first time since the current statutory formula was established in 1986 that the 
Secretary of Agriculture has not reduced loan rates to the minimum levels. 
Secretary Espy points out that this announcement enables the Administration to 
help small and mid-sized farmers without great cost to the Treasury. Because 
prices are high due to the floods, farmers will be able to sell at a high price and 
also be able to repay the government with interest.
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Department of State

o

o

United Nations

o

Haiti: Whether to move the tough sanctions resolution toward a vote.o

o

Department of Defense

o

o

6

North Korea: While the US/North Korean working level group meets in New 
York this week, there is still some concern that the North Koreans will delay

The policy, which has been developed with the White House and several agencies, 
will call for a ban on the shipment of U.S. hazardous and other wastes overseas. 
The Congress must pass legislation on this issue to make the U.S. a party to the 
Basel Convention on the Transboundary Movement of Wastes. EPA will work with 
the Hill to ensure that the implementing legislation reflects the Administration 
position.

Bosnia: Reaction on the Hill to the withdrawal of Serbian heavy artillery from 
around Sarajevo in response to the NATO ultimatum has been very positive. 
However, Republicans continue to question the efficiency of decision making on 
airstrikes, which, they argue, amounts to a United Nations veto. Congressional 
focus is shifting to next steps with considerable interest in expanding the Sarajevo 
model to other areas of Bosnia.

Bosnia: How to respond to an anticipated resolution by the Bosnian government 
and Non-Aligned representatives proposing sanctions against Croatia because of 
the continued presence in Bosnia of Croatian army troops.

Somalia: The U.S. military withdrawal is entering its final stage. During the next 
two weeks, over 1,000 US Marines will go ashore to cover the withdrawal of 
remaining U.S. Army units from Mogadishu. All US combat forces will be 
withdrawn by March 31.

China MEN: Winston Lord presented a mid-term review on China to the House 
Ways and Means Committee yesterday. He told Congress that Chinese actions in 
the human rights arena have been less than expected and that China must do 
more if MFN is to be extended.

Georgia: Whether to authorize a peacekeeping force in Abkhazia. The Russians 
are expected to press hard for a force.

The upcoming week will probably require tough decisions on three fronts at the United 
Nations:
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* * * * *

Vice President Gore 
Mack McLarty

USTR sent a letter to Japanese Foreign Minister Hata and Transportation 
Minister Ito urging Japanese flexibility in multilateral shipbuilding negotiations. 
In particular, urged Japanese acceptance of the U.S. compromise proposal on the 
home credits program, the key issue blocking progress in the negotiations.

Seafood Exports: Following Ambassador Kantor’s conversations with French 
Trade Minister Longuet, senior USTR staff will identify possible retaliation 
options to the discriminatory embargo of U.S. seafood at French ports, worth $100 
million annually, .

NAFTA Developments: USTR staff conducted two days of intensive consultations 
with their Canadian counterparts to attempt to attempt to resolve outstanding 
issues regarding the beer memorandum of understanding reached last August. 
Issues including distribution, transportation and warehousing were for the most 
part resolved, but on the issue of discriminatory Canadian minimum price 
requirements, there was no movement. Absent a resolution of this issue, the U.S. 
will provide Canada with notification on March 7 that the MOU will be 
terminated in 30 days.
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THE PRESIDENT HAS SEEN

By Lee H. Hamilton

The need could hardly be more

ber. But by revising our policy to
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egy for South Asia would start out 
with these four objectives:

First, it would focus on negotiating 
a comprehensive test ban, something 
the U.S., Pakistan and India can all, 
agree on.

Second, it would work for a global 
ban on the production of nuclear ma­
terial — another area where there is 
considerable agreement among the 

. three countries.
Third, it would seek a ban on de­

ploying missiles in the subcontinent 
— a substantial step toward a nucle­
ar-safe South Asia.

Fourth, it would try to draw the 
Chinese into the South Asian dialogue, 
since our nonproliferation effons in 
South Asia can succeed only if India's 
concerns about China are adequately 
addressed.

There are other ways to advance 
our nonproliferation agenda. We 
should urge both India and Pakistan 
to be full participants in next year’s 
conference to review the Nonprolifer­
ation Treaty. And we should hold out 
South Africa’s decision to disclose 
and abandon its nuclear weapons pro­
gram as a model for the Asian sub­
continent.

Once India and Pakistan are co­
operating on nonproliferation, we can 
pursue other important goals — co­
operation at the U.N. and on global 
hot spots, drug control, democracy

Why is Pakistan 
(but not India) 

a nuclear outlaw?

On My Mind

A. M. ROSENTHAL

of heroin to the U.S. — has been 
undercut.

These costs might have been ac­
ceptable if our nonproliferation policy 
were working. But it isn’t. Pakistan 
clearly has no intention of complying 
with the Pressler requirements. In­
stead, our policy risks pushing Paki­
stan into the arms of renegade states 
like Iran, Libya or North Korea, 
which would pay handsomely for Pa­
kistani nuclear secrets. And the poli­
cy encourages India to avoid mean-/<v

Lee H. Hamilton, Democrat of Indi- . 
ano, is chairman of the House For- and other would-be nuclear powers. r.z:  
eign Affairs Committee. A realistic nonproliferation strat- lives but other important goals.

Washington
merican nonproliferation

policy in South Asia
isn’t working. Both
India and Pakistan
have the capacity to
develop nuclear

weapons in short order. The barn
door is open, the horse long gone.

This troubling fact should guide
Congress and the Clinton Administra­
tion in the next few months as they 

reconsider the Pressler amendment,
which has driven U.S. policy on the
issue since 1985. The amendment,
sponsored by Senator Larry Pressler
of South Dakota, bans most U.S. aid to
Pakistan unless the President certi­
fies that Pakistan does not possess a
nuclear explosive device.

The aim was to induce Pakistan to 

forgo its nuclear capability. Unfortu­
nately, the premise is obsolete. Since ingful negotiations with Pakistan,
1990, U.S. officials have been unable since 11 is content with a policy that
to make such a certification, and U.S. punishes only Pakistan.
assistance and military sales to Paki- The solution is not to abandon our
stan have all but dried up. nonproliferation goals for South Asia,

This policy has damaged U.S. reia- but to pursue attainable ones. Recog-
tions with Pakistan. A long partner- nizing that both India and Pakistan
ship has been undermined by feelings have nuclear capacities, we need to
of suspicion and betrayal. As U.S. offer both of them incentives to work
influence in Pakistan has declined, toward a nuclear-free South Asia.
Chinese and Iranian influence has The need could hardly be more _r_„,
increased. Our impact on democracy urgent. James Woolsey, the Director and human rights.

- »------ , ---------- J Repealing the Pressler amend-
time when Pakistan is trying to break named South Asia as the most likely mem would be controversial, as the 

 ” “ T - --------—. ciinton Administration learned when

and human rights has diminished at a of Central Intelligence, recently 
—-1 W, . « — . .

with its authoritarian past, bur abili- place for the outbreak of a nuclear 

ty to stem the flow of drugs from the conflict. And failing to stop the spread it raised the possibility last Novem-
region — the second-largest supplier of nuclear weapons in South Asia I ~

would make it harder to keep such reflect reality in South Asia, we stand
weapons out of the hands of Iran, Iraq a much better chance of achieving

_.u not only our nonproliferation objec-

 . 
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By Barry Newman
I staff Reporter of The Wall Street Journal 
I WARSAW-The idea was to do it fast, to 

do it cheap, to make it pay and to make it 
stick. Designed and underwritten in the 
west, the restoration of capitalism in 
Eastern Europe would be, in 1990 rhetoric, 
the task and the triumph of the century. 
Businesspeople were going to put the vic­
tims of communism back into business, 

in **? Bafhara Lundberg. She was
36 in 1989, a Wharton M.B.A. and a former 
vice president at Kidder, Peabody & Co 
Now she’s at work in the old Central' 
Committee Building of Poland’s Commu- 
r!intHP?rty' ru""‘"&the U.S. government’s 
fund for reinventing the enterprise cul­
ture. I knew nothing about Poland,” she 
says I wanted to get back into venture 
Capital.

Barbara Lundberg is no aid worker, but 
when the West recruited an army to mop 

| f^rst of two articles 1

up after the Cold War, it didn’t want aid 
workers It wanted a corps of corporate 
role models-consultants, bankers and en­
trepreneurs - to clinch a friendly takeover • 
With no new enemy shaking its missiles at 

.Western leaders were convinced 
that business would soon boom and pros- 
penty bloom; the Communiste would never 
be seen again.

By early 1993, the 24 richest nations of 
the West had made paper pledges of $70 
billion to East European countries from

I for S^bSiln an,a’ P°'and al°ne gOt 4 Chit 

What happened to it? Fair question, 
given that the West now must decide 
whether to toss billions more into Russia’s 
maelstrom.

The answer is discouraging: Aid has 
been fired like scattershot at a flitting bird 
Replacing communism with capitalism

I has been far trickier than the bricks-and- 
mortar salvaging of postwar Europe. Many 
aid dollars benefit donors more than 
donees. And many, laden with conditions 
sit unused.

Skimpier in quantity and quality than it 
appears. Western aid hasn’t done enough 
to promote mass enterprise or allay mass 
poverty. The market machinery it is help­
ing to install in many countries hasn’t 
provided the political breathing space to 
prevent the rise of a nationalist right or a 
socialist left. 

Aid Without Comfort
Poland ought to be aid’s showcase. 

First to revolt, this country got more care 
and was promised more cash than any 
other place in the old East Bloc besides 
Russia itself. By early 1990, it had gladly 
met the brutal economic austerity that 
Russia still resists. Poland freed prices 
checked inflation, beat recession.

Yet the West, reluctant to give hand- 
. outs or take big risks, has withheld large- 
Jn scale aid to the small businesses that are 
11 fueling Poland’s transformation; millions 

, go it alone. Nor did the West channel aid to 
/ H make life any easier for millions more as 
IA unemployment shot up to 16%, welfare 
>1 crumpled and living standards collapsed.

land. ’ ' ’
Stave Bucktay was in the San Francisco

1 r, Co^’ a consulting firm 
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An Old World Order
Not every Western cent has gone for ’-■rfice of Bam 
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^!vLP h3?e COrne t0 feel that aid has on the map;’ he says- "But when tae 
played only a bit part in their escape to came down, I said. Gee ... • •• 
capitalism. “With or without assistance. He quit his job and flew to Warsaw ir 
andWrMehhthVe beeiJ abl.e t0 Start refonns May 1990’ found some British and Amen 
and reach the noint u/o m ot nzx««r ” non niri __ >_ •------ uvn, ocxyo *.»••• invilCV, dl
fPa*!LSa?Le»kL*  ̂runs Pola"d’s office rails. “Nobody had —- “

aid is changing the not many like him. He visited 350 
economic situation in the East.” won an aid cor*---* *- “ * ■

The illusion had a joyous birth. On Nov. at 20 of them. 
nL H 'yalesa’ not yet Poland’s U- —illttIiaKers wn
addrp ent’ the firSt ^v316 citizen to you need?" The reply: “You tell us

vyi ruu io roiana— 7“le“1“?e«Sned air S5° W"l0n'

Where Did It All Go? ,
U’e Poles voted in the old left. Forme! ;'n^l™^nA?AS.s.topped the adv>sers

a,u. dim Helping themselves at 
least as much as they have helped Po-

A Green Revolution
Ro™““°n *as S'dl ro’li"? across East-

•------— vai iWk)

one could tell them how to do In 
hindsight, much of their work seems naive 
When their advice was on target, Poles

kun™6 J?01'01" Iine: The West "as been 
'stingy • Stnp out canceled debt, plus loans
,giftsRtandSSdSi oPthe S25 ern Eur°pe When the West'’s\“dris‘’ere‘b^

INlJllZNM k/kk w I It n_ CJ ,4 [I 1 I u I TT Of 1 O f ZN 14/ <1 BAZk ■ 'T' t_ 

„ More tM, packi„g —1—^
rtse' show nEn?llstlongarmenl-indusuymat.

Nobody knew much of anything. Be- roeconomics is one way to scatter advice 
cause they assumed the market would do Another way is to write a report advanc- 
the work, the industrialized world’s donor ‘"8 the transition from Communist double­
nations and aid institutions never set up a talk t0 capitalist techno-speak 
think tank or command center to coordi- The names of EU advisory programs 

East’ Their Purpose was in read lilce 3 list of late-model cars: Tempus

component systems with market-onented 
financing mechanisms in horizontal insti­
tutional frameworks of competitive struc­
tural solutions.

"Many times," Mr. Buckley recalls. 
People said, 'What do we know about 

this. I said, ‘What’s the alternative?’ “

Tools of Misfortune
Ignorance was no obstacle to consult- - 

ants hired to rescue and sell state industry. /1 
An EU adviser can make $1,200 a day. 
Brussels awarded 546 contracts worth $286 
million in 1991; Polish consultants got half 
a percent of that. Yet, a London adviser 
figures 80% of his firm’s Eastern revenue 
comes from aid agencies.

Along with every other firm working in 
Poland, CAL first expected to parlay the 
aid money it got for reviving state compa­
nies mto success fees for flushing out 
westerners to buy them. But rivals plucked 
plums like the soap-powder industry, with 
ite ready-made domestic market. For the 

kK and 35 shoe companies
‘"at CAL has tried to flog in endless calls to 
the West, not a single bid has come in 

‘Nobody here understood the unattrac­
tiveness of Polish assets,” Mr. Bucklev 
says. “After five minutes on the phone, 
either you have a compelling story or it’s 
click.

To compound his frustrations, many an 
unattractive Polish company has slammed 
the receiver on his consultants. CAL, for 
example, wrote a report for Hydomat, one 
of its less-hopeless machine-tool clients.
The report was full of ideas to clear the way 
for privatization. Whether or not the ad- 
vice was good became a moot point. Along 
with many another consultant's report in 
Poland, this one never found a reader.

thp th.e mark®t wouid*do Another way is to write a”re^rt.* advanc

nations and aid institutions never seTupa. talk t0 capitalist techno^peak^

show, and buy a quick fix.

“Aid agencies were out to produce ~

says a Western consultant.
Breathless promises, however pro­

duced winded deliveries. Aid was not only
poorly thought through, there was less of it
than the Poles were led to believe, and it
took forever to get here.

Even loans arrive by slow boat. The
Europe3" Bank has dispensed just 15% of
^00 mdlion it pledged to Polish ventures.
lhe World Bank and others have commit­
ted themselves to lending $8.5 billion for
telephones and gas fields and railroads-
the Poles estimate that $1 billion of it ha!
budged. Under conditions attached by do­
nors, more than half the country’s poten­
tial credits must be spent on Western
exports from com to economists-a prac-

w»S “d'',0"8 ,rownM
The West’s more generous grants don’t

come any faster. Of $1 bidion promised by
the European Union (the former European
CommunitYl. 30% has arrived. Another
$8.5 billion isn t fresh money at all* it
cancels debt that Western banks pumped
into Poland 20 years ago. An unused $1
. i ?nifUnkl meant to steady the zlotY is 
still in limbo instead of being distributed as
agreed to Poland’s banks. ^°uieaas

Excuses for the delays abound on both
sides. Paperwork holds up everything, due
as much to rusty Communist laws as to

uf real or ‘ma^ned fraud.
The World Bank makes credits conditional
on progress in reforms. Polish state com­
panies decline loans they dearly need but 
fear they can’t handle.

But if there is one thing the West has
delivered quickly and in abundance, it’s 
advice.
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The ground floor of Hydomat's sullen
office on Warsaw's edge displays a small
sign of CAL's inspiration: A trader has
rented it as a showroom for German desks

| and executive chairs. Upstairs, though,
the furniture is strictly Stalinist. The new
go-getter Mr. Buckley thought he was
working with is gone. Miroslaw Paduch, in
the old guard's name, has retaken the
director’s office.

“The workers' council fired the previ­
ous management," he says. Doesn't this |
affect his relationship with CAL? Mr '
Paduch s face darkens. “They don't work
for us now," he says. “They gave us a
report. These materials don't fit Polish
reality." Mr. Paduch won’t be taking Hy-
domat private for now. "There's no need " u , --------------------
he says, "for drastic steps like seiline state ha the natl0nal product. Small entrepre- 
Wealth ** FlPlirs;] rp In vincr tho mnnrnfa rv/

Helpers Help Themselves

mostly aided Western advisers. Western

the West s business loans. Aid agencies
have a pronounced preference for safe
bets. The money they are supposed to lend
to inspire enterprise in the East often goes
to Westerners, or it goes nowhere at all.

- ——-W •• V MV KJV/

takes in a vista of steeples and

Reflections of Opportunity
Yet many do. At least 90 big foreign 

companies have invested $2 billion in Po­
land without the EBRD. Its bankers as­
sume, for instance, that Britain's Pilking­
ton would never have floated its float-glass 
plant without their S50 million. Pilkington 
assumes it would. "Probably yes,” says its 
spokesman, Tony Cove. "We wanted to get 
into Poland anyway. Poor old EBRD. It’s 
had a bit of a knocking. ... They were 
good to us."

But who is good to the ordinary Poles? 
Not the EBRD, or any of the West’s other 
big public benefactors. Two million busi­
nesses have started here since 1989. They 
employ half the work force and turn out

neurs are laying the concrete of the moder­
ate. stable democracy the West wants

business has been the biggest gainer from
the West’s business loans. Aid agencies
have a pronounced preference for safe
bets. The money they are supposed to lend 
to inspire enterprise in the East often goes
to Westerners, or it goes nowhere at all. 

At his office window, Adam de Sola Pool 
takes in a vista of steeples and ware­
houses. He says, "This makes me think of
Poland," but his view is of London’s East
End. seen from the headquarters of the
European Bank for Reconstruction and
Development.

Mr. Pool is 36, and got his M.B.A. at
MIT. Two years ago, he was at Salomon
Brothers in New York, a private banker
with profits in mind. In London, he is a 
public banker with Polish profits in mind.

Most of my clients are foreign companies

Funds and Games I 
When the Bush White House set out to 

deliver aid to the East, it wanted to pro­
mote enterprise in an enterprising way Its 
new idea was the Polish-American Enter- I 
prise Fund, invented to finance small I 
business while maximizing profit for itself 
and its own managers. But is maximizing 
an aid-vehicle's profit the way to help the 
maximum number of Polish entrenre- 
neurs? The answer, it seems, is no. 1 

’n the eyes of the West's other aid 
givers, at least, the fund has worked 
wonders. “It's the most successful effort in 
Poland, says Mr. Hume of the World 
Bank. Against his own small-loan record 
the Enterprise Fund's numbers shine Of 
the $240 million bestowed by Congress it 
has sprinkled S164 million among 2.510 
companies. But those numbers don’t tell 
the full story.

“Three years ago. enterprise funds 
were a silly American idea.” says Ms 
Lundberg, the fund’s general director 

Nobody imagined we'd make monev. ' 
Making money, however, is what the 

Enterprise Fund is about, and not just for 
Poles. The silly idea was to hire real 
capitalists to make smart investments
Once they paid off, the U.S. taxpayer could 
disengage, and the real capitalists would 
get real money.

Congress had the impression that a 
salary ceiling of S150.000 a year would duly 
incentivize” its M.B.A. aid workers

Not quite.
The managers in Poland have found a 

way to enhance their rewards still further 
without offending anyone in Washington.
After consulting with Congress, they cre­
ated an Enterprise Fund clone, the Polish
Private Equity Fund. This fund raised $51 '
million from private investors, took sso 
million of U.S. money from the original 
Enterprise Fund and got $50 million more 
from an admiring EBRD.

To nm the new private fund, a manage­
ment firm was formed. Its officers are the 
same people who manage the Enterprise
Fund. They make the same investments 
for both funds. If the private fund makes 
good money, though, the officers get a 
piece of the profits.

The Washington aid establishment 
wasn t convinced this was entirely ethical.
If you try to explain it, a lot of the time 

they don’t understand,” Ms. Lundberg
says. "We had discussions with enormous 
sensitivity to the conflict-of-interest possi­
bilities.”

Washington did understand, though 
that the setup would help ease the U.S. out 
of spending much more on Polish free 
enterprise. If the funds prosper, they sus­
tain themselves. If the managers prosper 
they won’t rush back to Wall Street. Once it ' ; 

was convinced that no one was siphoning ' 
off money, Congress was happy. But how • 
many Poles would be happy, too? Not
many. j

The Enterprise Fund’s boast of staking
2,510 companies with $164 million turns out 
to be a tad misleading; in fact, just 43 
companies got $120 million. These tenderly 
nurtured investments range from $15 mil­
lion for a Polish-American printer down to 
$199,000 for a boat builder. The other 2,467 
companies got their loans, averaging $24,-
000, from a much smaller Enterprise Fund

I spinoff, the Enterprise Credit Corp.

rayTXn". j" h” ofS?s^S! 

"Yot’d he h°f SPnng water' Jredit chief of Poland's development bank,
through HeaS ■ h°W many paSS MaC‘ej ?tanC2uk' His bank have to 

iTe. ; pay back the aid-givers if small borrowers

dent. Jacques Attali, to quit last June; in
its three years of existence, the EBRD had
spent more on constructing lavish head­
quarters than it had dispensed in loans. A
new president and a new organization
chart are sorting things out, but the critics

I won’t stay mute. They say the premier
institution created to speed the advent of
capitalism still does more for the West
than the East.

The EBRD’s record in Poland makes it
look that way. The bank has wrapped up 26
deals. Government borrowers and one
chicken processor aside, the rest have
Western partners, and borrow on hard
terms, as they would from any commercial
bank. Some Westerners in Poland wonder

The EBRD, they say, should be ieiidTng to new|Y designed" pocket it 
Poles, not to foreigners who can get their belongs to Uncle Sam. 
money elsewhere.

"How can anybody there say they won't
bank on Polish companies?” says one
Western consultant. Adds another- "They
were supposed to blaze trails, but they do
joint ventures with Westerners. Whv9 Be­
cause it's safe."

Mr. Pool sips his spring water.
“I don’t think we do very safe proj­

ects,” he says. “Any project in Eastern
Europe has risk. I will do a deal for any
company that demonstrates competence to
nin a business and repay a loan. It happens
that to date most of those companies have
been Western.”

The EBRD sees itself as a beacon in the
void. Western banks are still leery of the
East, notes Mr. Pool. Only the EBRD, say
its bankers, lends to vital Western inves­
tors. Otherwise, some wouldn’t come at

here. Yet. because they are considered
— ----------------------- » u.i.iv. wl

Western credit. 
Direct loans from the EBRD are out of 

the question. "It’s very difficult for us to 
make individual loans," says Yves Fortin, 
the bank's administrator in Warsaw.’ 
"We'd lose our shirt.”

But the EBRD’s attempts to deal 
through middlemen don’t work; they won’t I 
stick their necks out, either. The $100 
million it handed commercial banks has 
never been passed on to private business 
The EU tried, too. It asked Polish banks to 
distribute $60 million. They didn’t. The 
World Bank also gave those banks $700 
million, and also flopped.

Who is to blame? Westerners say the 
Poles won’t take chances. The Poles say 
Westerners won’t share the risk. Both may 
be right, 

responsibility for the 

Spnng '*at"' ^“^ieforPoianFsVeTO  ̂
through HeaS ■ h°W many paSS MaC!,ej ?tanC2uk' His bank have to

sions” that Western money is available for 
the mass of Poles. 

“Our procedures aren’t the issue,” re­
plies Ian Hume, who heads the World Bank 
in Warsaw, "if we disburse funds in 
Africa, we can damn sure do it in Poland. ’ ’ 
Polish banks, he contends, scare off bor­
rowers by demanding collateral worth 
twice the amount of a small-business loan 
The Poles, says Mr. Hume, need "greater 
courage" to take on new customers denied 
a track record by 45 years of history. 

So the aid-givers and Polish bankers 
bicker on. Meantime, one tiny minority of 
new entrepreneurs has at last found some 

how this pattern fits the definition of'aid. cash on 'he way to the free market. The

Poles, not to foreigners who can get their
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Smail Wonders
What may be the prickliest job - and 

| the greatest success - of the whole S25 
billion aid effort falls to the young Polish 
bankers who do the credit corporation's 
scut work. Jerzy Glimecky and Slawomir 
Wasowski pass their days driving from 
copy shop to dentist to bakery. Now they 
are showing off a place on Chlodna Street 
that fixes flats. The owner borrowed S50,- 
000 from the Credit Corp, for a computer­
ized German leak detector.

"From a sophisticated flat fixer, we re 
turning into a more sophisticated flat 
fixer,” the owner says. "Cappuccino?"

Across the street, in a rival repair shop. 
Halina Wisniewska watches skeptically. 
"Americans lending money?” she says. 
“That’s good, but I’d be afraid. You take it 
and you don’t sleep at night."

Poles are as suspicious of banks as 
Polish banks are of them. The Credit Corp, 
sent its flier to every laundry in Warsaw. 
All but three ignored it. They didn’t know 
its bankers make house calls. 

“Laundries always pay well." says Mr. 
Wasowski. pushing open the door of Ste­
fania Nocun’s sunny shop. She washes 
sheets now, and wants $10,000 for a dry­
cleaning machine. The bankers sit her 

down and grill her for j.j minutes. All she 
can show is a scribbled cash book. She has 
no collateral. She finagles her taxes. 

And she gets her loan. “Strong cash 
flow, experienced owner,” Mr. Wasowski 
says on his way out. “She has good con­
tacts. Probably, she bribes. We have no 
problems with such a business.”

The Credit Corp, approves 100 loans a 
month this way. steering more money to 
ordinary Poles than any other aid giver. It 
would lend more if it had more to lend. But 
its parent, the Enterprise Fund, gave it 
just $28 million, plus $20 million in loans 
that can be re-lent to Poles. And the fund’s 
new partner, the Private Equity Fund, 
won’t give it anything.

The reason is that labor-intensive lend­
ing at the grass roots of Poland’s restora­
tion-a service no Polish bank can afford- 
won’t make the kind of money that the 
Enterprise Fund’s venture capitalists be­
lieve they need to make their operation 
self-sustaining in this extremely risky 
frontier of capitalism.

“They’re looking for a 20% return," 
says Marek Kulczynski. the Credit Corp's 
Polish president, "and from us they can’t 
expect more than 4%. Don’t forget, micro­
lending isn’t very profitable. We consider 
ourselves a development institution. Our 
objective isn't to earn money.”

2

A Direct Route
As the West enters its fifth year of 

tutoring Eastern Europe in the ways of 
capitalism, it may finally be learning one 
lesson: Recognizing that a good chunk of 
aid is going to be dissipated on Western jy 
consultants with no measurable results, |r 

perhaps it’s better to let the Poles spend it, IW 
j for better or worse, on themselves. , U'

In January 1990, Hubert Szlaszewski 
| sat at an empty desk in a bare state office. 

A 32-year-old lawyer raised in the West, he 
had returned to pitch in as Poland tried to ' 

cope th the West’s sudden benevolence. 
’ A ... ..... ‘ all kinds of assistance,” he said

i then. . of it is welcome. The delicate 
part is making ;ure it is well spent.”

Mr. Szlaszewski has a desk piled with 
paper today. Guiding a batch of aid activi­
ties, he still tries to see that the mopey is 
well spent - and that still is the delicate 
part. "You have to be reasonable," he
says, but donors often .aren’t. "Poles 
should be in charge,” he says, but donors 
usually are.

Poland's bureaucrats are no longer 
unschooled in the ways of foreign aid. Yet 
the West won’t allow them a major say in . ‘ 
the way aid is used. Poles wait months for • 
the EU to clear ideas they approve. Ttieir 
sole brush with the U.S. aid program

consists of dropping by the embassy to pick 
up annual reports.

The Poles have borrowed a wad of 
money and listened to a load of lectures as 
the West has directed them toward capital­
ism. In hindsight, they and many West­
erners also now accept that despite the 
success of some individual aid efforts, 
something meatier-more direct grants, in 
particular - might have saved Poland’s 
poor and jobless much grief, given growing 
room to their fish farmers and software 
writers, and helped avoid the four years of 
political slapstick that finally brought the 
Communists back.

Today, Poles have stopped waiting for 
Western aid to match the rhetoric of 
generosity that greeted their revolution. 
They would simply prefer more trade and 
fewer loans, more investment and less 
advice. Experts still fly in to improve 
Polish cherries, while Western duties kill 
Polish cherry exports. The Poles politely 
wonder if a tariff cut wouldn’t lessen the 
absurdity. If a small loan finds no takers, 
they ask. why not sugar it with a grant to 
the jobless coal miner who wants to open a 
car wash?

Two years ago, Poland asked the EU to 
think over such things. Cherries seem to 
have no hope, but the car wash finally 
does: $90 million in grants are slowly 
rising from the Brussels bureaucracy. It 
makes Mr. Szlaszewski feel as cordially 
grateful today as he did in 1990 for what­
ever goodwill the West has to offer. But he 
is 36 now, and four years the wiser. 

“Foreign assisunce isn’t a panacea,” 
he says. “Here and there, it helps. I hate 
judging it by how many millions are spent. 
It’s much better to think, ‘Does this make 
sense?’ ”
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Even though expanding into once-

new Luunbeioi> is helping a 
| 37-year-old mother of two who is interested 
i in a loan. s
I ..u!!?* many sin^le Parents do you deal 
i with?” she asks.KUing 10 turn down more,” Mr

service associate at Penn Mutual Insur­
ance Co. was under $30,000 when she 
bought the house. But without counseling 
some delinquent student-loan payments 
and other credit problems probably would 
have prevented her from getting a loan.

Since many low-income borrowers need 
help getting their finances in line, Mellon 
recently hired Nelson Acevedo, a former 
community worker, to help borrowers who 
are having problems meeting their pay­
ments. He meets with people who miss a 
payment, and, if necessary, he helps them 
work out alternative payment plans to 
avoid foreclosure. Sometimes he arranees 
assistance with energy bills or other tem­
porary help from state and local agencies 
to pull people through periods of unusual 
financial strain.

The counselors and community groups 
seem to help bankers bridge the cultural 
gap that has long made the financial 
system inaccessible to poor or minority 
areas. "Bankers have very little in com­
mon with people in poor communities,” 
Rep. Joseph Kennedy says. But, the Mas­
sachusetts Democrat says, banks in Bos­
ton and elsewhere are beginning to realize 
that they can build strong customer bases 
m communities once spurned - despite “a

More people are dropping by Acorn’s 
second-floor walk-up office in a, battered 
building next to a former opera, house now 
used as a church. Richard .Saffold. 
relatively new counselor,’is helping

i in a loan.

loams Mellon PSFS makers io mlnorifl s h^ 

In^nc 199°’ Mei)On made 51
loans to blacks and 39 loans to Hispanics

Inn Cynthia Henderson went to Mel­
lon to discuss a loan, the lending officer 
quickly decided that she wouldn’t qualify

for a normal loan because she had held her 
current job only six months. But the Mellon 
lending officer recommended that she go 
to Acorn for help.

Learning the Ropes
There, Allison Hughes learned that Ms. 

Henderson had just returned to work after 
a divorce, reclaiming a job at a General 
Electric Co. plant that she had held for 
several years before her marriage. Ms. 
Hughes was able to sort out her employ­
ment record and help Ms. Henderson plan 
to assemble the 5% down payment on a 
$44,000, two-bedroom house. She ulti­
mately got a mortgage from Mellon and 
lives in an attractive row house with her’ 
three-year-old daughter.

"I love Mellon," she says, noting that 
she also has a car loan from the bank.

Often, financial counseling can get ap­
plicants past the rejection threshold. “It’s 
our belief that discrimination, where it 
occurs, often affects applicants with some 
blemishes,” Comptroller of the .Currency 
Eugene Ludwig says. “In many cases, 
such assistance - requesting explanation 
of derogatory credit information, suggest­
ing ways to improve an applicant’s re­
ported income or reduce the applicant’s 
current debt, or offering an applicant loan

options that might improve his or her 
ability to meet underwriting standards-

A lot. Maybe 70% to 80%," he says.

Relieved, she begins to answer ques­
tions about her finances and credit record. 
She concedes that she has more than $1 000 
in unpaid bills, some of them delinquent 
for several years. Mr. Saffold tells her that 
she has to settle the bills and get them 
removed from her credit report before she 
can get a mortgage.

“For anyone who has negative com- 
^n^o°I1hthfeir Credit report’the bank does

uire that you come to budget class," he 
adds. He signs her up for a series of three 
classes to teach her how to set up a 
monthly budget and manage credit

I"® —

£adly wben measured by denial 
Even ln .‘ts Neighborhood Banking 
f ’ K.ejected 19% 0{ the appiica^ 

tions from black applicants last year
Par^ with 6% of white applications 

and 8% from Hispanics. “Because of our 
ES We're g°ln? t0 see more ap^lica-
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his amendment.
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By Gerald F. Seib

Mixing Abortion, 

Health Reform 
Could Be Perilous
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cases. Still, there’s little reason to ex­
pect a cave-in from Gov. Casey, who just 
survived a heart-liver transplant and 
presumably doesn’t scare easily.

So what does this standoff have to do 
with health reform? Strictly speaking 
not much, as Clinton administration 
aides hasten to point out. But indirectly 
Gov. Casey says it should send the 
administration a powerful warning: 
"The same fate awaits any attempt to 
include abortion in the health-care 
plan."

President Clinton and Hillary Rod­
ham Clinton are trying hard to keep 
abortion from creeping into the health 
debate. The Clinton health bill skirts the 
issue: Its section describing the services 
to be provided under a basic health-ben- 

■efits package, extravagantly detailed in 
other areas, calls simply for “services 
for pregnant women,” leaving others to 
define that term.

Yet there’s no doubt that some will 
try to use health reform to expand 
abortion coverage. If nothing else, Gov 
Casey has demonstrated peril for the 
administration down that path.

OV. CASEY PIT his foot down. 
In a remarkably blunt letter to 

_. fellow Democrat Bill Clinton, Mr. 
Casey said Pennsylvania had no inten­
tion of following the federal interpreta­
tion. "Implementing this directive 
would require me to disregard a validly 
enacted state statute, serving important 
public policy goals, based solely on the 
unfounded legal interpretation of a fed­
eral official," Gov. Casey wrote. "This I 
cannot and will not do . ...’’

Legally, Pennsylvania argues that 
the administration's directive doesn’t 
reflect the intentions of members of 
Congress, who didn't want to override 
state-reporting requirements. In this, it 
is supported by Rep. Hyde himself. 
Moreover, Pennsylvania argues that the 
guidelines never should have been im­
plemented without first allowing states 
a period to comment on them.

Politically, Gov. Casey argues that 
the administration’s abortion maneuver 
has simply put Bill Clinton, a former 
governor, in an embarrassing position. 
"It flies in the face of the continued 
assurances of the president that he 
would consult with, give deference to, 
states." Gov. Casey says. "This is not 
his style."

Y ALL ACCOUNTS, President 
Clinton agrees. He hit the White 
House roof when he found out, 

belatedly, about the abortion directive. 
But now he has to live with it. The 
administration could cut off Medicaid 
funding to Pennsylvania and other 
states taking similar stands, though 
nobody is talking of that. Instead, ad­
ministration aides, who insist their in­
terpretation is on solid legal ground, are 
holding quiet discussions in hopes of 
working work out a compromise. They 

-stress that they don’t want tn overturn

As it happens, Pennsylvania passed . 
legislation several years ago agreeing to 
pay for just such abortions. But Pennsyl­
vania’s lawmakers also decided they 
would fund the abortions only when the 
f^eandjneest haffTeen report^dTo 
law-eniorcenient - --------------------------
22rT7!T>H‘,e^Hyde'Amend^ ' 
ment, the federal government’s Health 
Car? Financing Administration arrived 
on the scene .with its interpretation of 
SnJJT i,aw and sh0Gk UP this finely 
tuned balance. The feds declared that 
state-reporting requirements such as 
»^Sy- jania s have t0 b? waived, and 
Medlcato abortions financed, if a doctor 
certifies that a patient was unable for 
physical .or psychological reasons to

ith all the problems facing his 
health-care reform plan. Presi­
dent Clinton doesn’t need anv 

new ones. Yet Robert Casey stands as a 
reminder of how the president could 
stumble across a whopper.

Mr. Casey is the governor of Pennsyl­
vania. He s also one of those rare crea­
tures, a Democrat who is ardently op­
posed to abortion rights. And for more 
than a month. Gov. Casey has been 
quietly yet openly defying the Clinton 
administration’s position on publicly fi­
nanced abortions. "We’re dead serious 
about this," he says. “My sense is that 
they ve got to back off."
u,^en?,Sylvanias standoff with the 
White House might appear to be an 

arcane lawyers’dis­
pute, with little re­
lation to the the na­
tion’s much broader 
health-care debate. 
But in fact, the 
Pennsylvania case 
is a cautionary tale 
for those who might 
want to use health­
care reform as a ve­
hicle for expanding 
access to taxpayer- 
funded abortions.

Congress changrt’the^Hyde" Am"end- 

ment, which restricts use of federal 
funds for abortions. The law, named for 
Illinois Republican Rep. Henry Hyde, 
had allowed the federal government to 
reimburse states for costs of Medicaid 
abortions for poor women when the life 
of the mother was in jeopardy. Law­
makers expanded that to allow abortion 
funding in cases of rape and incest, a 
compromise offered by Rep. Hyde to

■r reasons| report to law-enforcement agencies.

«



J /2THE PRESIDENT HAS SEEN /2- 7

i

1

a

/

l.

V'



I

o

i5? =

I= 2

2 = =-=^s-^

liihhfPhlhJI^hhii
E 2 5

1 13 i

iii?£|l1?aifS 

rrsr e| is=" 

5 CO ST r&

o ri

S'

o o o oo o o o§

!
s

ro GJ

»
£

i

1b̂

41

J

■u

GJ

I.

a

00
o

g-o

GJ

sL%

Jgs
i = 
s.“

I

(X
^1

o

oo fi 
LT |i

cn

5

%

I as s

■6' -
- 2 §
O r4 n- =   O

'

3= 
s

I

JI

§ 
■S o5 
2 ix> 
1
s £

frl!
d® i h 

i
I

3 I

i
■ §

s3

?b 
hl 
illH?a

*1

x

jii'IflUt
s !! ! f- 7^

§ -

I 06

M

ftihiji i 

s '* = 2 ", s a s- 53 Moisas s 
2 - ?r g> a s ■ 8

g a » “■ = -’' 5.3 ~ y. =
= 2-5 TS^S

1

______________ BIG MONEY, From Bl_______________

a $7 bilbon surplus with the Netherlands. Americans 
bebeve Italian shoes, jewelry and furniture are great 
values, and the Dutch are inordinately fond of U.S. 
computers and aircraft. There’s nothing wrong with such 
"imbalances." This is the way world trade is supposed to 
work.

"To put U.S. behavior in perspective," wrote Michael 
Prowse in Britain's Financial Times, “suppose France 
analyzed U.S. wine consumption and found an unfair bias 
in favor of inferior Californian brands. Would Mr. Clinton 
be happy if President Mitterrand unilaterally set a 
numerical target for increased U.S. imports of French 
Burgundy?"

In fact, from 1986 to 1993, U.S. exports to Japan 
have increased 78 percent while our imports from 
Japan have nsen just 30 percent. Yes, we started way 
behind, and there’s still a big gap ($59 billion), but the 
lopsided part of the equation comes from our own 
addiction to Japanese goods—especially autos and

home electronics—not from their restrictions on ours.
Look at the numbers: Our exports to Japan are 

roughly in line with our exports to other large industrial 
countries. Last year, we sold Japan $48 bilbon in 
goods—which comes to 1.2 percent of its gross domestic 
product. Our exports to Germany amounted to 1.1 
percent of that country’s GDP; exports to France, 1.0 

percent.
Ah, but our purchases from Japan. They came to $107 

bilbon, or about 1.8 percent of our own GDP.
In recent years, the biggest obstacle to increasing our 

exports to Japan has been something that Americans find 
hard to imagine—the Japanese economy is in the dumps. 
Last year, retail sales in Japan fell 4 percent. It was quite 
an achievement that we still managed to sell them $100 
million more in U.S. stuff than we did the year before.

During the 1980s, Japan’s economy grew roughly 
twice as fast as ours, but no longer. The United States is 
now king of the hill. Caterpillar Inc. is outperforming 
Komatsu Ltd. in heavy machinery; Intel Corp, is outdoing 
Hitachi Ltd. in semiconductors. Even our auto companies 

had a great year while theirs had a rotten one.
In the most recent quarter, industrial production in the 

United States was up 8 percent, while in Japan it was 
down 14 percent. Four years ago, Japan was the world’s 
most dynamic industrial economy; now it’s the flattest

In the latest blow, a top Japanese regulator this week 
indicated his government was ready to give up on the 
country’s high-definition television system. He later 
recanted somewhat, but the damage was done. Thirty 
years ui the making, HDTV was once Japan’s pnde and 
joy. Now Tokyo may be switching to a new, more 
sophisticated digital technology: ours.

What’s happened? One big problem is that Japan’s 
government-business partnership, which so many 
Amencan politicians and economists still view with awe, 
seems unsuited to the modem world. “The premiums 
today are on flexibility and imagination," said Clayton 
Yeutter, who served as U.S. trade representative from\ 

1985 to 1989. “The Japanese system is slow. Any time 1 
you get the government into the act, it slows things 1 
down.’’ ’

Never have the assets of our own rough-and-tumble 
style of capitalism been clearer. Other countries are 
aware of our success; they’re deregulating and 
privatizing, and they’re starting to restructure their

The Uv>HINCTO* KOST i-hihu. rrHM IK' -J. I > ’ >

I

I
companies the way we have. Hosokawa’s reformist 

government is even trying to fire up the engine that’s 
driven the U.S. economy for years: consumer demand.

That s why it's so ironic—and disturbing—that 
Clinton seems bent on emulating the old ways of the 
laggards.

Last week, for example, he announced with great 
fanfare that, thanks to his own personal efforts and those 
-f top Cabmet officials, Boeing Co. and McDonnell 
Douglas Corp, had closed a deal to sell 50 jets to Saudi 
■Arabia’s airline. In the past, we bristled when other 

Jcountnes employed this sort of government arm-twisting. 
Now, we’re doing the same thing.

The consequences of this sort of confrontation could be 
dire, to both countries. John Mueller, chief economist of 
Lehrman Bell Mueller Cannon, a consulting firm with an 

uncanny record of accuracy, is among those who bebeve 
talk of a trade war is already pushing up U.S. interest 

rates.
■*. The market hates threats to the flow of goods across 
borders. Lots of smart people believe that the
Smoot-Hawley Tariff precipitated the Great Depression. 
And there’s a more recent precedent, the tiff between 
Amencan and German officials that, in the view of many 
analysts, tnggered the 1987 stock market crash.
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Energy

Public disclosure of intelligence budget CIA 
Director R James Woolsey 2212 RHOB

Jeffrey Kaizen berg

WALT DISNEY 

$100,000
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SENATE
Meets at 10 a m.
Committees:
Budget—10 a m Work Reemployment Act. 
Labor Sec Robert B. Reich. 608 Dirksen 
Office Bldg
Energy & Natural Resources—9:30 a m.
Nomination of Gordon Eaton to be director of 
U S Geological Survey 366 DOB
Foreign Relations—10 a m International 

economic policy, trade, oceans & the 
environment subc Foreign aid reform. 419

' “ $265,000 

250,000 
210,000
150.000 

......148,450

Agriculture
Computer/electronics
President, Kaye Insurance
Labor
Communications
Airlines
Food/liquor
Labor
CEO, Applied Energy Services 
Communications
President, Development Special
Defense contractor, manufacturing
Greeting cards
Chairman of the board. Barry University 
General manufacturing

Washington
Las Vegas
Las Vegas
Punta Gorda, Fla.

Chairman/CEO, Horsehead Industries Inc. New York
Health
Finance
Professional
Architectural, general contracting firm
Managing director, Morgan Stanley & Co. Syosset, N.Y. 
CEO, Televent Inc. (cable firm) Denver
Money management firm New York

Republican National Committee (CONTRIBUTIONS ABOVE $50,000) 

Political Victory Fund
Chairman, Station Casinos Inc. 
Casino
Professional

National Rifle Association
Fertitta, Frank J. Jr.
Golden Nugget
Integrated Control System 
Flaherty. William E.
Integrated Health Service Inc. 
Malek, Frederic V.
Ernst & Young
Mamell Corrao Associates
Fogg, Joseph G. Ill
Williams, Carl M.
Bessemer Trust Co.
SOURCE: Federal Election Commission

Finance
CEO, American Financial Corp.
CEO, the Davis Cos. (finance) 
Lawyer. Milberg, Weiss, et al. 
Labor

Washington
Cincinnati 
Los Angeles
San Diego 
Washington

Owings Mills, Md. 
McLean. Va. 
Rutherford, NJ.
Las Vegas

130,650 
115,300 
115,000 
109,000 
107,785 
105,000 
100,150 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000 
100,000
100,000

...... 100,000 
95,000 
95.000 
85,258 
84,500 
76,000 
75,000 
71,000 
70,000 
70,000 
66,000 
65,000 
61,000
58,117 
55,000 
50,550

50,150
s
1

David Geffen
PRODUCER 

$100,000

14s1

Chevy Chaw
ACTOR 

$25,000

Labor
Professional 
Health 
Finance
Real estate
President, Zarem Inc.
Labor
Food products 
Producer

DOB
Foreign Relations 3 p.m Ambassadorial 
nominations: Josiah Beeman to New Zealand 
& W Samoa & March Fong £u to
Micronesia 419 DOB
Labor t Human Resource*—10 a m.
Provisions of admin s health care reform 
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Steven Spielberg
DIRECTOR 
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resources & mtergovmt relations subc
Markup to require that payments for victims 
of Nazi persecution be disregarded in 
determining eligibility for federal benefits. 
2247 RHOB
Houm Admlnirtration—10 a m Accounts 
subc Committee funding resolutions 
Merchant Marine & Fisheries: Banking, 
Finance & Urban Affairs: Select Intelligence: 
Judiciary; & Agriculture H-328 Cap 
Judiciary—Crime and criminal justice subc 
Crime Prevention and Cnmmal Justice 
Reform Act. HUD Sec Henry Cisneros 2237 
RHOB
Natural Resource*—1 pm National parks, 
forests & public lands subc. FY95 Bureau of 
Land Management budget proposal 1324 
Longworth House Office Bldg
Public Work* 4 Transportation—8 30 a m 
Public buildings & grounds *ubc John F 
Kennedy Center Act Amendments 2253 
RHOB
Science. Space 4 Technology—2 p m 
Technology, environment & aviation subc 
Environmental Technologies Act. 2325 
RHOB
Way* 4 Meant—10 a m. Trade subc GATT 
Uruguay Round trade agreements 1100 
LHOB
Pwmanent Select on Intelligence—2 p.m
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Costa Mesa, Calif.
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Westport, Conn. 
Los Angeles
Los Angeles
Culver City, Calif.

Publisher. Ziff Communications ... New York
Decatur, III.
Santa Monica, Calif.
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Washington
Washington
Washington
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Washington
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Washington *
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Education A Labor—10 a m
Labor-management relations subc Health 
care needs of children with mental health 
problems 2175 RHOB
Government Operation*—2 p m Human

Rayburn House Office Bldg
Appropriations—10 a.m./l 30 p.m. Interior 
& related agencies subc FY95 approps for 

RHC® PrOer*TO unaer 1,5 lunsdlt:,iori B-308 

Appropriation*—10 a m Treasury-Postal 
Service-general government subc FY95 
approps for General Services Administration 
& its Federal Buildings Fund & Federal 
Property Resources Services H-163 Capitol. 
Appropriation*—2 p.m Agriculture, rural 
development. FDA & related agencies subc 
FY95 approps for Farm Credit 
Administration 2362A RHOB 
Armed Servicas—10 a m FY95 defense 

authorization request Defense Sec William 
Perry. Joint Chiefs of Staff Chmn. John 
Shalikashvd. 2118 RHOB 
Banking. Finance A Urban Affair*—10 
a m. Economic growth A credit formation 
*ubc Federal Reserve s semiannual 
Humphrey-Hawkins report on monetary 
policy Fed Reserve Board Chmn Alan 
Greenspan 2128 RHOB 
Budget—2 p.m FY95 budget request for 
Transportation Dept Transportation Sec 
Fedenco Pena 210 Cannon House Office

DOB
Small Business—2 15 p.m Proposed FY95 

budget for Small Business Administration 
428A Russell Office Bldg
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Committees
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Democratic National Committee (CONTRIBUTIONS ABOVE $50,000) 

Beneficial Management Corp.
Lindner, Cart N.
Davis, Marvin
Lerach, William S.
National Education Association
American Federation of State, County

and Municipal Employees
Ernst & Young
Integrated Health Services Inc.
Rollnick, William D.
Shorenstein Co.
Rich, Denise
United Steelworkers of America
Food 4 Less Supermarkets.
Geffen, David
Katzenberg, Jeffrey
Mashantucket Pequot Tribe
May, Peter W.
Morton, Peter
Panic, Milan
Pierce, Alfred R.
Sheffer, Ann E.
Sheinberg, Sidney J.
Spielberg. Steven
Trsch, Steven E.
Ziff, Dirk
Archer Daniels Midland Co.
Norton, Peter
Kaye, Walter
Service Employees International Union
Bell Atlantic
American Airlines
Anheuser-Busch
American Postal Workers (PAC)
Bakke, Dennis
MCI Communications Corp.
Brandt, William A., Jr.
General Electric Co.
American Greetings
Andreas, D. Inez
Friedkin Industries Inc.
Chevron Corp.

Washington 
Washington 
Owings Mills, Md. 
Miami 
San Francisco
New York 
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v La Habra, Calif. 

Los Angeles 
Burbank, Calif. 
Ledyard, Conn.

* •v'-AWVC* •

Chairman, Walt Disney Studios
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President, Triangle Industries (investment) New York 
Owner, Hard Rock Amenca (restaurant)
President, ICN Pharmaceuticals
Lawyer
Consultant
President, MCA
Film producer/director
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A Takings Exception
rights, but worth nothing without them. Ms. 
Mathews insists that it is unconscionable for

x
\

once.

William S. Cohen

Playing Social Security for a Sucker

ntalSecu-

age.

dance.

The writer is James Parker Hall 
distinguished service professor of law at the 
University of Chicago, and author of 
“Takings: Private Property and the Power 
of Eminent Domain. “
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In the recent Lucas case (to which she 
refers, but not by name) South Carolina 
sought to prohibit the construction of an 
ordinary single-family home on a beachfront 
lot worth more than $500,000 with building

Surely this increase in value is attributable 
to changes in local conditions, not to a 
preexisting highway. Second, whatever val­
ue Lucas received from the highway he has 
paid for through federal income and gasoline 
taxes, like his neighbors. Yet Ms. Mathews 
never explains why he should pay twice 
while his more fortunate neighbors pay but

Most ominous, her argument justifies the 
outright confiscation of all or part of Lucas’s 
land, for if these supposed highway benefits 
compensate him for loss of use value, then 
they also compensate him for the loss of 
possession. What a royal road to constitu­
tional evasion: Build one public highway and 
the just compensation clause is nullified for­
ever after.

Ms. Mathews’s unlikely rendition of the 
takings clause undermines any constitutional 
effort to discipline indirectly through a price 
mechanism the “arrogant, blundering bu­
reaucracies’ whose misdeeds she acknowl­
edges. Having to pay just compensation 
rightly forces elected officials to compare 
the public benefit obtained with the private

£

u. 
x

costs imposed. Without this principle of take 
and pay, the state sidesteps these compari­
sons with extravagant claims of supposed 
benefits for stopping Lucas from building. 
Losing the case in fact converted the Coastal 
Commission into honest brokers. Having 
paid for Lucas's lot with hard cash, the 
commission sold it off to the highest bidder, 
who of course got the same right to build 
that Lucas had demanded!

Oh, as for subsidies by flood insurance? 
That’s just the kind of government abuse for 
the wealthy that my positions prohibit. Ms. 
Mathews and I do agree on at least one 
issue—the further need for open and robust 
debate on the takings question. Perhaps that 
debate will be reinvigorated next month 
when the Supreme Court considers Dolan v. 
City of Tigard, its first major takings case 
since Lucas
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m
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The investigation also uncovered 
cases in which addicts who received 
benefits were actively engaged in crim­
inal activities such as drug dealing and 
armed robbery. To make their case for 
benefits, they openly admitted they 
were supporting their habits through 
criminal activity. Astonishingly, a re­
cent court decision upheld the right of a 
known drug dealer to receive benefits.

Clearly, reform is needed. In con­
junction with a number of other sena­
tors, I will be introducing legislation 
today to strengthen the treatment re-

dicts themselves or, like the liquor 
store owner in Denver, less than trust­
worthy guardians of cash payments.

The Social Security Administration 
has abdicated its responsibility by fail­
ing to adequately monitor whether re­

nal Committee on Aging and the Gen­
eral Accounting Office. The investiga­
tion examined the payment of benefits 
under the Social Security Disability In­
surance (SSDI) and Supplem 
rity Income (SSI) programs.

The GAO has estimated that last 
year the federal government paid $1.4

drugs, then diluted them into small 
doses and realized huge profits by re­
selling them on the street. One mental 
health worker said his caseload of ille­
gal drug users was 99.5 percent SSI 
recipients, and he reported several 
deaths from drug overdoses.

The purpose of the Social Security 
disability programs is to provide bene­
fits to people who can’t work because 
of medically certified physical or mental 
impairments. Drug addiction and alco­
holism are qualifying disabilities under 
both programs. Determining disability 
is a five-step process, and if benefits 
are denied, there are avenues of ap­
peal. Since it often takes a year or 
more to award benefits, and because 
benefits are retroactive to the date of 
application, it is not unusual for lump 
sums as large as $15,000 or $20,000 
to be awarded to substance abusers— 
sometimes with devastating results.

The investigation determined that 
some of these lump sums are used for 
binges that have life-threatening or fa­
tal cot^uences. One SSI recipient

drug dealing, and setting tough penal­
ties for those who defraud the disability 

programs.

The writer is a Republican senator 
from Maine. J '

dpients receive treatment Maine, for 
example, is one of many stales that 
have never had an agency approved by 
SSA to refer addicts and alcoholics to 
treatment and monitor their atten-

billion to 250,000 drug addicts and 
alcoholics who receive benefits under 
these two programs. But only 
78,000—less than one-third—are re­
quired to receive treatment or have a 
third party manage their benefits for 
them, and those controls are so lax that 
abuses abound. The other 172,000 are 
not required to receive treatment and 
often use their cash benefits to buy 
more drugs and alcohol.

The director of a homeless shelter in 
Denver reported that SSI is, in effect, 
“suicide on the installment plan’ be­
cause the program provides ready cash 
to addicts and alcoholics with no strings 
attached for follow-up or treatment. In 
San Francisco, a drug addict used his 
disability' benefits to buy high-grade

so required that a disabled drug addict 
or alcoholic participate in a substance 
abuse treatment program, if such treat­
ment is available, as a condition of 
receiving SSI benefits.

Neither of these policies applies to 
SSDI recipients, however, and the con­
trols in place for the SSI program have 
not been well enforced. The investiga­
tion revealed widespread reports of 
representative payees who were ad-

died of a lethal drug overdose bought 
with thousands of dollars in retroactive 
benefits. An alcoholic was awarded 
lump sum benefits of $26,000. After 
buying two cars and a van, he went on a 
drinking binge, wrecked the cars and 
landed, penniless, in a veterans’ hospi­
tal.

Congress has tried with little success 
to build controls into the system. To 
stop payments from feeding addictions, 
it required that all SSI payments to 
addicts and alcoholics be paid to a third 
party—or “representative payee’—a
friend, relative, social service agency or 
other responsible person. Congress ac­

quirements and revamp the disability 
program by:
■ Stopping the practice of putting cash 
directly in the hands of substance abus­
ers. Benefits would be directed to an 
institution or approved agency to man-

any landowner to demand compensation for 
the total wipeout in value if he is left in 
possession of land he cannot use.

Why? Surely this building prohibition does 
not offer reasonable protection against any 
present or threatened harm. The environ­
mentalists argued in Lucas that the building 
ban prevented flying bits of a house from 
damaging nearby land. This improbable 
claim would at most authorize uniform build­
ing codes for specific purposes. However, 
this logic unwisely justifies ripping down 
without compensation every home along the 
South Carolina Coast, or preventing any new 
ones from being built.

Ms. Mathews then makes the odd sugges­
tion that no compensation is required be­
cause Lucas has benefited from the con­
struction of Interstate 95 and the availability 
of subsidized flood insurance. Her 1-95 argu­
ment makes at least three errors. First, 1-95 
was built years ago, and ypt the value of 
Lucas’s buildable lot surged nearly 30 per­
cent in the four years after he bought it.

■ Prohibiting distribution of lump sum 
retroactive payments to substance 
abusers until treatment is completed.
■ Requiring that all addicts and alco­
holics receive treatment.
■ Requiring the Social Security Admin­
istration to conduct continuing reviews 
of individuals' eligibility and all state 
governments to have agencies to moni­
tor addicts and alcoholics.
■ Making additional treatment avail­
able for substance abusers.
■ Removing from the rolls those who 
profit from such illegal activities as

It would make Norm Peterson from 
"Cheers" put down the beer nuts and sit 
up on his bar stool: The federal govern­
ment has sent checks totaling more 
than $160,000 per year directly to a 
Denver liquor store owner, who then 
uses those taxpayer dollars to run a tab 
for 40 alcoholics who are supposed to 
be using the government money to get 
help for their problem.

That’s just one example of how a 
federal program has gone startlingly 
wrong. Across the country, the gov­
ernment is paying hundreds of millions 
of dollars each year to feed the habits of 
drug addicts and alcoholics. Under this 
cockeyed policy, addicts and alcoholics 
receive federal benefits because they 
are disabled by their substance abuse. 
But the benefits often are then used to 
perpetuate the addictions, rather than 
cure them, and the addicts and alcohol­
ics nde along on a drug-laden train 
fueled by their continuing disabilities.

This disturbing program has come to 
light as a result of a year-long investi­
gation by my staff cy the Senate Spe-

Jessica Mathews’s venomous attack on 
what she calls my “poisonous’ view of the 
takings clause of the Constitution [op-ed, 
Feb. 14| calls for a clear response.

Her column ignores my oft-stated convic­
tion that the takings clause was carefully 
crafted to strike a balance between individu­
al rights and social needs. Unfortunately, 
Ms. Mathews misconstrues my position to 
hold that the state is obligated to compen­
sate owners in cash whenever its regulations 
reduce the value of their land. But this 
characterization overlooks my view that two 
justifications for uncompensated takings are 
in principle available to the government in all 
cases. It can show that regulation is reason­
ably calculated to prevent the infliction of 
some present or threatened harm to others; 
or it can show that the in-kind benefits the 
regulation provides the landowner offset the 
losses that it imposes.
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To the Editor:
The United States and the West 

often show little understanding of the 
impact of their actions or inaction on 
other countries. Take Bosnia. While 
there has been much concern — and 
little action — about the atrocities 
committed daily against the citizens 
of Bosnia by the Serbs and Croats, 
Americans do not stop and think how 
their actions affect countries other 
than the former Yugoslavia.

My country of Azerbaijan is, like 
Bosnia, a secular Muslim country. 
The same is true M several other 
former republics of the Soviet Union. 
All of these countries, having been 
freed of Soviet bondage, immediately 
looked to the West and the United

been checking the want ads, they are 
not counted as unemployed. They 
sure are out of work, but officially 
they're not unemployed.

The jobs crisis is not limited to the 
unemployed. Recent statistics show 
that college-educated men in their 
40’s and 50’s — ordinarily considered 
an elite group at the peak of their 
earning powers — are experiencing a 
sharp decline in wages.

Katherine Newman, a social an­
thropologist at Columbia University, 
was quoted in The New York Times 
as saying: “This was the first genera­
tion to be widely educated in college. 
They followed the recommended 
path, but their education has failed to 
insulate them.”

The official unemployment rate for 
January was 6.7 percent. The more 
we focus on it, the less we understand 
the extent of the problem. A better 
indicator of -prevailing conditions 
would be a statistic that showed the 
number of people who wanted a job 
but could not find one. That number 
would be astonishingly high.

Keith Brooks, director of the New 
York Unemployed Committee, made 
the essential point: “Does our Gov­
ernment recognize the depth of the

States as models for democracy and 
free market reforms. We looked to 
the West for its history of defending 
human rights, territorial sovereignty 
and independence. We remember the 
West's role in the world wars, the cold 
war and the Persian Gulf war.

But these former Soviet republics 
— all of them secular and most of 
them emerging democracies, con­
cerned about their independence and 
sovereignty — feel great disappoint­
ment with the way the West has re­
acted to the horrors of Bosnia. Some 
wonder if the West believes Muslim 
democracies and independence are 
less worthy than Christian ones.

If these countries come to believe 
the West does not care about their 
freedom and independence, it can 
only encourage the growth of radical 
Muslim fundamentalism, which is 
spreading in other parts of the world. 
This radical fundamentalism is prob­
ably the greatest threat to world sta­
bility over the next decades.

The United States and the West 
fervently hope that Muslim countries 
will follow the example of Turkey and 
maintain secular governments com­
mitted to democracy and free mar­
kets. That is certainly the desire of 
Azerbaijan and other emerging de­
mocracies of Central Asia. But the 
supporters of secularism are not 
helped when the United States and 
the West by deed or inaction indicate 
that they are unwilling to help Bosnia 
defend its basic right of survival.

More than just Bosnia is at stake. 
Hafiz Mir Jalal Pashayev 

Ambassador of Azerbaijan 
Washington, Feb. 10, 1994

S
ca 
cu

Q 
w 
ca 
z
Q 
ca 
£

w5 
ca
S
P

’■ X

o>
£
ca 
z
ca
x
c-

Statistics tell only 
part of the story.

The Government has changed the
way it determines the national unem­
ployment rate, which has resulted in
a number that is marginally higher.
But the new and supposedly im­
proved methodology does not provide
anything close to an accurate picture
of a devastating jobs crisis that is
becoming ever more entrenched.

Legions of Americans who once felt
secure in the workplace are now
stunned to find themselves caught in
the hideous undertow of long-term
unemployment. You don’t hear much
from them after that. The jobless
tend to go quietly. One day they’re at
their work station, the next day
they're not. When .enough time
passes, they’re no longer even count­
ed as unemployed.

If you take this group, which in­
creasingly includes middle-class and
middle-aged men and women, and
link it up with the people who have
been forced into part-time or tempo­
rary work, and with people who are
calling themselves self-employed but
who are really making little or no
money, and with the underclass of
inner-city Americans who have long
been among the permanently unem­
ployed, you have a problem with
frightening implications.

You cannot deal effectively with
public safety, health care reform and
welfare reform without engaging the
employment crisis.

In November 1991, when President
Bush signed a bill extending jobless
benefits, there were 1.3 million Amer­
icans officially designated as long­
term unemployed, meaning they had
been out of work for six months or
longer. Those benefits have been cut
back, but last month the number of
long-term unemployed was 1.7 mil­
lion.

Inevitably the official rates of un­
employment are much lower than the
true rates. The Government is not
concealing the real numbers. In fact,
the Bureau of Labor Statistics does a
remarkable job of documenting those
who are working and those who are
not. But the raw numbers get whittled
down by the complex procedures and
definitions used to arrive at the offi­
cial statistics.

For example, discouraged workers
— people who have given up looking
for a job — are not counted as unem­
ployed. The bureau will readily tell
you how many people fall into the
discouraged category, but that num­
ber will not be factored into the offi­
cial unemployment rate. jobs crisis in this country? 1 think

And even the discouraged category not.” 

I
I

is being shrunk by the bureaucracy. 
Under the bureau’s new rules, a dis­
couraged worker who has not looked 
for a job for a year is no longer 
considered discouraged. That worker 
falls off the statistical charts. Actual­
ly, there were a lot of them. Before 
the change, the bureau counted 1.1 
million discouraged workers. After 
the change, 600,000.

There are endless examples of peo­
ple who are out of work but not count­
ed as unemployed. Laid-off workers 
have traditionally been considered 
unemployed, even though there was a 
time when they could reasonably ex­
pect their jobs to return. Now laid off 
pretty much means fired. But during 
the survey that is used to determine 
the unemployment rate, laid-off 
workers are asked how active they 
have been in looking tor a new job. If 
the answer is that they have simply

I

I
J
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Giuliani May Seek Change
okl

R^HE President s line on trade with Japan 
I apparently played well with corporate Anier-

7 f°r lha' mal,er- Wl>h lhe public. 
Typica/ of the reaction was the comment from

By ALISON MITCHELL

Niculae Asciu

able given the fact that the law was Vallone yesterday hailed the ruling 
passed "when the finances of the city by the Stdfe Court of Appeals and 
were nicer.” said the money could be found for

Clm-

i
— uoiup vviy UIIK'lf'lilhey weapons to force market access. In the < ase............  «IV»<11

cold war priorities “Japanese prime
worn i______ ,

with
£ a°rulmg,he ’0 3 GAT1 P-!

will soon disap-
__ . , ----- van i solve his problem is that we don’t seem to know what 

he nrnhlem ic ” . ..

the Japanese to spend their

recession-weary voters. “If we have the wits'
khe point.

‘:°„L:arS..?.a^e,s:' .f«r share. The

amount to a bie sten town the road to “managed trade” in which world

After tough talk, can the U.S~ 

and Japan get back to business?

an agreement on objective 
t now. he

comply with its own 1989 recycling 
law, a senior official in the Giuliani 
administration said the Mayor might 
seek to renegotiate the law’s time­
tables with the City Council because 
of the costs of complying with the 
statute.

: Deputy Mayor Peter J. Powers 
suggested that the recycling goals set 
fdrth in the law were no longer afford-

• • •
„Bli'2?LOne’ a,mos! everyone agrees, is getting 

' way out of their own

other reasons, is why many experts would like to 

lhp ^THenea;) side.

things," Mr. Powers said at a break­
fast forum with business executives. 
“We set goals with certain economics 
in mind. We no longer have those 
economics. So we’ve got to revisit 
those goals. The Mayor’s in favor of 
recycling. He wants to achieve it. He 
wants to achieve it as fast as we can. 
But he also has to put a tot of services 
out there for the people of the city 
with not enough money to do it." 
’■ But City Council Speaker Peter F.

agreed to disagree — and then sent aides scurrying 
lo control the damage. Senior White House officials 
volunteered soothing words io a group of visiting

What, then, is to be done? Diplomats, like physi­
cians, are inclined to temporize on the theory that 
nmnlomc nfton ____ ■ - . J

bilateral trade def.cit 1 a def.c.t'that h'.s l.uie to 

do with trade barriers and much to do with the fact 
Amerlcan economy is growing while Ja

argues Robert Hormats, vice chairman of Gold­
man Sachs International, is the inconvenient toss

----- v,,, iiivuiy 111cii 
problems often solve themselves. And there is 
certainly something to be said for allowing Mr 
SSa”oenr0°m 10 Pa'Ch hiS PCri,°USly Weak

But delay here is full of peril, if only because the 
Clintoii Administration raised expectations that 
tough deeds would follow tough talk Mr. Clinton is 
under pressure to invoke his broad powers to 
punish alleged Japanese trade perfidy. And even if 
Iw resists. Congress probably will not. That, among

tos," Mr. Bergsten said.
Indeed, the big hope is that the1 g pe ,s lhat ,’le ve, V same action 

m Ih I d dlffuse ,radc 'ensions would also shore 
up the Japanese Government’s standing among 
recession-weary voters. "If we have the wits we 
eonchided 311,08 Wi'h Hosokawa-” Mr Bergsten

an.rt810!?' lhe,eby '"creasing demand for imports 
.............................. .. carieis. ckl"s P«'ential exports back into the Japa- 

For what it is worth, even most economists who tos5” MrrRero‘lh7ebJ.Bam°ney * ,n ma‘-Mim7

policy makers in the two countries were sure their 
counterparts could be held to explicit commit 
ments, there would be less haggling over seman 
tics and more discussion of how to use numbers as 
benign indicators of market opening

thT'.hlLeaS!u‘ing lhe JaPanese

to level the

^7^___ \

, He said the administration wanted recycling. "The job of the executive 
to talk to Council leaders to see if it branch now is to comply with the 
were possible to change the law, recycling law,” he said. "If it can’t 
which originally called for the city to comply with the law, it has to come 
be collecting 4,250 tons of recyclable back and tell us why.”
material a day by this April, or about The 1989 law, signed by Mayor Ed- 
25 percent of the city’s total waste, ward I. Koch, requires the city gradu- 
The city currently is collecting about ally to increase the amount of resi- 
15 percent, said Sanitation Commis-. dential garbage that is recycled. But 
sioner Emily Lloyd. as the recession took hold. Mayor

‘Got to Get Realistic* David N- Dinkins imposed budget
, . . cuts that delayed the expansion of the

.. . 10 Eel r$a'lsttc^about recycling program.
The Court of Appeals found in a 

ruling on Tuesday that the recycling 
measures in the law are mandatory 
and not goals that could be delayed by 
fiscal constraints as the Dinkins ad­
ministration had argued. The ruling 
sent the Giuliani administration and 
the plaintiffs — the Natural Re­
sources Defense Council and two City 
Council members — back to court to 
draw up a new schedule for meeting 
the recycling requirements.

“We already have cr. □grcc.,.vlli u., „i 
c”dl-Cal-°^S’L Mr‘ Lawrence noted. The trick

Jhat the numbers would only be used 
^laying field.

Bergsten, the head of the Institute for 
toternational Economics, would like to “recover 
he high moral ground” by using very different 
tohey weapons to force market access. In the < ase 
1 auto parts, for example, he would like to sec an 

,'n','ruAs' su" eharging collusion in restramt of 
trade. And in other products, he would like Amer

pan remains hubcap-deep in recession
Another reason this wound is likely to fester.

of a mutual enemy. Trade relations could become 
quite bitter in an era when the American-Japa-—

In Timetable Recycling
By ALISON MITCHELL ---------—------------------------------------------------

' A deputy mayor says 
recycling goals from 
a 1989 law are no 
longer affordable.

drafting a plan to show this Saturday 
ministers meeting in Germany

p.»« __ t  r-
. --------- -- v ovai vc, ctl

the scars from the confrontation
pear is even scarcer. “One reason we can’t solve 
his problem is that we don’t seem to know what 

the problem is,” said Robert Z. Lawrence of Har­
vard s Kennedy School of Government

Under Mr. Hosokawa’s predecessor, the issue 
was access to the Japanese market. Now the 
Administration is making no effort to correct the 

Eh.Pr,ih,.C? ‘S..,he. ball‘’°'W

• • •
In their meeting in Washmgton, President 

!.°n„_aJn.d JPnme Mtoister Morihiro Hosokawa

to finance

But ideas for a fix are scarce, and optimism that

wore Myd .. tame *

A3"', 'hough hardly least, is the emotional sub-

o let the Japanese Government know in no uncer- 
abre."ehe chXd^ °f P' °g, CSS *S UnaCrCp'-

But now that the adrenaline rush is winding 
ouWna 3 a °f ppople are wondering how the 
nterdependent economies are going to get back to 

the all-important business of business. For unlike 
earlier trade disputes, this one does not offer an 
obvious way out.

just a trace of nostalgia.

/ f , J . —W», ao *1»V CHIU

jext of the seemingly technical debate over “nu- 
lnd,ca‘ors ” Unhappy with earlier trade 

fe3'5' a^n°-e-“^®d..t” bear fruil’,he Adminis- 

/Japanese argue thaTwould amount to a big step 
Idown the road to “managed trade” in which world 
4&arkelsuwould be carved up by cartels.

believe the Japanese markel ’is'difftouh’to'crack 

1986Pde il'ZfenW,lh lhC iapanese: As a comparable 
gets have a wa^o^meuXphoS^n'to^ntK’
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A Target of Ire Over Spying
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paid U.S. consultants raking in aid “wa 
resented then and it is resented even more 
now,” Mr. Silberman says. '

AID’S tilt toward American consultants 
is rooted in the agency’s belief that Ameri­
cans can best deliver capitalist expertise to 
a country with few native notions of free 
enterprise. But there is also a political 
component. Backers of a generous Russian 
aid package found it easier to win votes for 
the plan by convincing Congress that, by 
being generous to the Russians, it would be 
helping American business, too.

“One of the ways we get congressional 
support for the program is that it does help 
American jobs and American businesses,” 
says Ambassador Thomas W. Simons Jr., 
who oversees AID’S Russia program for 
the State Department He plays down the 
resentment and the strength of antireform 
Communist and fascist movements in Rus­
sia. "Everyone in Moscow these days is 
alarmist,” he says, adding that the Russia 
aid program is delivering aid five times 
faster than a normal one.

Continued From First Page 

hopes to spawn a viable Russian private- 
sector consulting operation that can then 
win contracts from other foreign aid pro­
viders, such as the World Bank.

• Citizens Network for Foreign Affairs, 
an agribusiness trade association, was 
hired by AID to help pick firms to advise 
Russia’s farm sector. It went on to pick 
eight of its own members to receive $23.4 
million in AID money. AID quickly ratified 
the group’s choices, which included Mon­
santo Co., Grand Metropolitan PLC’s Pills­
bury Co. unit, ConAgra Inc., W.R. Grace & 
Co. and Cargill Inc.

Russians See Red

bring 26,000 European business and-sdcial 
leaders to the U.S, to leam rebofldin 
skills, which they then brsmtiit ~tonl_t I 

_£mape. The notion of big-spending, well V

jnnsnitanN Tamprki<Silber­

man, an 80-year-old World Bank consult­
ant and architect of the Marshall Plan’s 
technical-aid package, recalls that plan- 
ners found it mnrp effective and Cheaper to

_ ng to^^
flex their authority by exercising  ̂veto 
potff^r over contracts awarded to U.S.
cohcems. Russia's Privatization center, 
for example, scaled back the AID contracts 
awarded to Sawyer/Milier after Russians 
began questioning the wisdom of its TV- 
advertising campaign.

“All of my friends were saying, ‘Why 
are you putting those stupid ads on TV?’ ” 
explains Maxim Boycko, the 34-year-old 

1 economist who runs the center. Mr. Boycko 
also was upset that the U.S. firm hadn’t 

' hired Russian experts to help plan the 
project. Sawyer/Milier says it believes it 
lived up to its contracts, but the matter has 

i raised eyebrows among other U.S. consult­
ants, who recognize that the Russian 
agency is the funnel for about $90 million of 
aid money each year.

i The contrast of struggling Russians 
and well-paid U.S. consultants is sharpest 
at Moscow's Radisson-Slavianskaya Hotel. 
One recent evening, a string quartet was 
performing in the marble-floored lobby as 
a crowd of American businesspeople- 
many of them aid consultants - dined and 
drank in pampered splendor. In the freez­
ing darkness nearby, a hundred or so 
elderly men and women milled about in 
dirty slush, each trying to sell passersby a 
prized belonging - a bottle of vodka or 
perhaps a favorite pair of shoes.

Marshaling Opposition
This is exactly the kind of dichotomy 

that architects of the Marshall Plan, the 
postwar project that rebuilt Europe, 
avoided by deliberately playing down the 
mlo nf TT S mnsiiltanR Inmo* fa "giII

Washington consulting concern, were the 
first visible evidence of the U.S. billions 
that have begun to flow to Russia as part of 
a three-year aid package approved last 
year. And for many, the expensive, flashy 
TV campaign could be the last.

For-ihough the package 4s-outwardly 
generous, in reality little of the money is 
jm^tednowafiTTasing the economic 

strains of ordinary Russians-Instoad, re­
flecting notions that Russia needs exper- 

( tise, not handouts, the program seeks to 
stretch aid dollars by teaching Russians 
how to privatize their industries and cobble 
together a free-market economy.

This may work in the long run. But 
short-term, it is galling to many Russians, 
who find the U.S. attitude both patronizing 
and ctingy-mhilp gnrirhing srnres nfJT S 
consultants who are pocketing between 
50% and 90% of the money in a given^aid 
contractrWith cash-starved Russians try­
ing to jump-start their fledgling businesses 
and economy - and antireform politicians 
gaining ground - “we don’t need 90% of 
technical-assistance money going to 

r’OAmencan experts," says Aleksandr A. 
Jitnikov, head of a Russian commission 
coordinating foreign aid.

Some U.S. policy experts share those 
concerns. Marshall Goldman, a Russia 
specialist and professor at Wellesley Col­
lege, recently told the Senate Banking 
Committee that Russian aid in the hands of 
U.S. consultants and "beltway bandits” 

“benefits Russians “minimally, if St all.” 
he adaea, "i look fuFa SCHiulal flbwn the 
road that’s going to upset the American 
taxpayer.”

plains Neils DeTerra, a vice president. The 
firm plans to help privatize Russian utili­
ties and encourage them to install U.S.- 
made equipment. At the same time, it

Please Turn to Page AS, Column 1
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While They Reap Millions

Sowing Capitalist Seeds, 

Russians Feel Left Out

By John J. Fialka
Staff Reporter of The Wall Street Journal

WASHINGTON - The U.S. has pledged 
^5.8 billion in aid to the former Soviet 
Union, most of it destined for Russia; there 
is dancing in the streets - though not the 
streets of Russia. The chief celebrants? 
Hordes of U.S. consultants who are gob- 
ibling up much of the U.S. aid pie.

Consider one example of how the 
money is being spent: Last year, about 95% 
of Russian television viewers saw this 
flash of capitalist enthusiasm. A camera 
closes in on a cluster of schoolchildren in a 
playground. “My dad is a shareholder in a 
whole biscuit factory,” trumpets a young 
boy. "So there!”

For most Russians, commercials like 
this, produced by Sawyer/Milier Group, a

Second of two articles

Spy Scandal
Aid to Russia, already under criticism 

because of waste and meager results, faces 
new pressures in the wake of this week’s 
spy scandal, in which Moscow is alleged to 
have paid a U.S. intelligence official for 
secrets. Yesterday, lawmakers called for a 
freeze in U.S. aid to Russia until Moscow 
cooperates with the U.S. in assessing the 
damage from the affair, including with­
drawing from Washington a number of 
Russian diplomats said to have been in­
volved. (See page A3.) Ironically, though, 
any attempt to punish Moscow by freezing ■ 
the aid pipeline would mainly hurt the 
droves of U.S. consultants who are deliver­
ing the assistance.

With so much aid money involved, 
there has already been a veritable feeding 
frenzy in Washington. The Agency for 
International Development, or AID, which 
is overseeing the bulk of the U.S. package, 
says 1,200 consultants applied to get into 
the program, a record for the 33-year-old 
agency.

The American helpers don’t come 
cheap. Sawyer/Milier got $7 million to put 
together its ad campaign promoting priva­
tization on Russian television. Mark Mal- 
loch Brown, who oversaw the effort in 
Moscow, also did some self-promotion in 
Washington. He requested that AID pay 
him $1,150 a day, not the $320 that he was 
getting, according to documents obtained 
under the Freedom of Information Act 
AID refused. It allows consultants in Rus­
sia no more than $380 a day, which rises to 
about $800 by figuring in pension benefits 
and overhead.

Where Does the Money Go?
A look at other contracts gives an 

indication of why little of the program has 
filtered down to average Russians:

• KPMG Peat Marwick assembled and 
manages five huge clusters of consultants 
that garnered $98 million in contracts to 
help privatized businesses.

• Burson-Marsteller, the public-rela­
tions giant, is getting up to $15 million for 
various schemes to promote private enter­
prise. One of its jobs involved sending 
teams on predawn treks to collective farms 
near Nizhni Novgorod in central Russia to 
press the benefits of privatization to milk­
maid brigades.

• Haglar Bailly, an Arlington, Va., con­
sulting firm, won a $20 million contract by 
lashing together 34 subcontractors, includ­
ing four different law firms. ’ ’We need a lot 
of redundant capability” because exact 
tasks haven’t been worked out yet, ex­

U.S. Aid to Russia

Is Quite a Windfall— 

For U.S. Consultants
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State
Department

program to help dismantle Russia's aging 
nuclear arsenal and re-employ its scien­
tists in civilian research.

The Russians thought much of the 
money was coming to them, but it hasn’t. 
So far, the Pentagon, which runs the 
program, has contracted for $754 million of 
U.S. goods and experts. Defense officials 
say it was Congress’s suggestion to use 
Americans where “feasible”; they have 
taken the admonition a step further by

20 years, was hired - with AID money - to 
teach the art of writing AID grant propos­
als to 200 U.S. volunteer groups eager to 
provide help to the former Soviet Union. In 
addition, the firm won a contract to vet 
proposals on building a “social safety net” 
for the newly unemployed. “People were 
calling saying where’s the money? How 
can we get into it?" recalls Margo Minnini, 
the firm's senior program officer.

Although Russian volunteer groups 
wanted to participate. World Learning 
picked only American concerns, with much 
of the money going to big, name enter­
prises like the United Way, the U.S. Red 
Cross and the YMCA. Most took on Russian

retical level, but there was still a psycho­
logical barrier," explains Martin Reeves, 
the BCG team leader.

Then BCG, which AID is paying $1.7 
million for this and other privatization 
missions, discovered it had brought one of 
the problems with it. The workers sus­
pected the consultants were fixing up the 
business to buy it and become absentee 
bosses. So the BCG team put on old clothes 
and led the Russians on a day-long cleanup 
of a stinking warehouse. “That seemed to 
do it,” explains Mr. Reeves. Now fresh 
cabbages, even kiwi fruit, are showing up 
on the shelves in Perm.

Shut Out
These bright spots don’t offset the 

disillusionment felt in Russia, whose com­
panies are eligible to bid on U.S. AID 
contracte but are consistently shut out. 
Most have little experience in grant writ­
ing and find themselves unable to comply 
with arcane accounting regulations, or to 
meet AID’S unprecedentedly tight 30-day 
deadline for filing grant applications.

Nowhere is the disappointment more 
acute than in the aid targeted for nuclear 
disarmament - a field where Russians 
have considerable unemployed expertise. 
There was much excitement in Russia 
when Washington unveiled a $1.2 billion

out."

Still, the Russians have figured out how
to redirect some aid to social needs. Mr.
Jitnikov, for example, sold donated U.S. making it a "guiding tenet ”

John H. Birely, assistant secretary of 
defense for-atomic energy, recently told a 
group of cheering defense contractors that 
one of the program's goals was to show 
Russians “the spirit of free enterprise.” 
One proposal getting serious consider­
ation: spending $W million to build copies 
of Russian railway tank cars in a U.S. 
plant • for export to Russia. Nearly 
everyone agrees .that the cars, needed to 
haul corrosive rocket fuel, could be built 
much more cheaply in Russia.

Vadim'A. Simonenko, a shy, smiling 
man who heads the theoretical division at 

I Cheiyabinsk-70, a formerly secret Russian 
base where nuclear warheads are de- 

1 signed, seems resigned. “What we have 

learned is* that the Americans have a great 
tendency to keep this money in their own 
country,” he says.

are pressing the firm to design a registry 
system and a Russian securities and ex­
change commission.

And a 10-man team from Boston Con­
sulting Group spent three months strug­
gling to help a privatized vegetable whole­
saler in Perm manage its markets and 
inventories. They found stores in the 
gritty, industrial city in the Urals starved 
for vegetables, yet the wholesaler was 
floundering in rotting piles of beets and 
cabbages. Even after the consultants intro­
duced sales commissions and other West­
ern incentives, not much changed. "They

help newly private firms manage the vari- "j bought into everything we said on a theo- 

ous challenges of free enterprise, KPMG 

wired together J.P. Morgan & Co., Bain &
Co., Bechtel Corp., Land O’ Lakes Inc. and
Young & Rubicam’s Burson-Marsteller
unit, among others.

Exactly what this all-star agglomera­
tion will do for Russia hasn’t- been fully
specified - and that shows another pecu­
liarity of the U.S. aid program. In trying to
commit money quickly, AID uses a device
known as an “indefinite-quantity con­
tract," which leaves the details of a partic­
ular project to be determined later by Mr.
Boycko, on the Russian side, and AID
officials in Washington. IQCs, as they are
called, require an “omnibus contractor,” a
firm like KPMG that can handle the heavy
accounting requirements that come with
AID money. Layers of subcontractors are
then folded in.

KPMG’s expanding Moscow operation
is housed in tastefully refurbished offices
in a former Communist Party office. The
firm figures that after the AID funds run
out, it will have a strong client base here.
“This is a huge market,” explains Peter
Jovic. the partner in charge. The account­

equipment and food for rubles that he used 
to complete Russia’s first germ-free ma­
ternity hospital in Saratov, 200 miles south­
east of Moscow. “People in Russia know 
about this program,” he says. “It is not 
experts coming from the U.S. to investi- 
 gate what is going on here. It is real 

partners. But Russian groups lacking support.” . .
American partners didn’t make the cut. Supporters of the aid package as de­

Size and clout matter, even among the signed contend that some AID projects are 
U.S. bidders. Take Citizens Network for already producing tangible results as well. 
Foreign Affairs, the agribusiness associa- Price Waterhouse, which snagged $34 mil­
lion. which lists former Defense Secretary lion in contracts, set up a system to sell 
Frank Carlucci as chairman of its execu- Russians shares in several thousand newly 
live committee. By letting the trade group
include some of its largest members in the
program, AID figured it could make its
money go further. “We’re leveraging over
$100 million," explains one AID official,
noting that the companies had already
sunk that much in various Russian private
ventures.

The trade group’s president, John H.
Costello, declared recently that “the for­
mer Soviet Union does not need foreign aid _
the way we delivered it in the past. They Depwbn«t
want partners who can work with them in a
sustainable fashion to improve the food
system and create economic opportu­
nity.”

Jolly Green
While these partnerships are designed

to create “pockets of efficiency” among
emerging Russian companies, they also
use taxpayer funds to help American busi­
nesses expand in Russia. One of the
pockets getting the money belongs to Pills­
bury’s Green Giant unit, which already
had invested in a project to grow, can and
sell its peas in Russia. Under its $3 million
AID grant, Pillsbury will teach a Russian
cooperative how to grow peas to Green
Giant specifications - while enlarging its
presence in the potentially huge Russian
canned-food market.

No one has gotten a bigger slice of the
program than KPMG Peat Marwick. To

»

Layers of Advice
What is indisputable is that the U.S.------------------------------------------------------

consultants seem to come in layers. World ing firm has trained more than 200 Rus- 
Learning Inc., a Brattleboro, Vt., firm that sians to do the books for banks and big 
has worked on AID’S Africa programs for 1 government-run companies.

But Russians won’t see much of the AID 
money that flows through the firm, Mr. 
Jovic adds. “The AID money is almost 
exclusively for consultants who fly in and 
mit ’*
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