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•ENT:

DisapproveApprove award

Discuss further

MR.'pR^si)

the white househe PRESIDENT HAS SEB 
WASHINGTON "3 • \ M

In response to your question on the attached note, the 
NSC has been pushing for Admiral Howe to receive this 
award. We were under the impression that it already 
had your approval. I apologize for any confusion this 

might have caused.

3 / x cc H

R. Paul Richard

C 0(0^ •+» Pc<_j?l2.



THE PRESIDENT- HAS SEEN

March 8, 1994

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

X

^Approve award Disapprove Discuss further

JOHN PODESTA
R. PAUL RICHARD,

The Secretary of Defense has also recommended that you award the Presidential Citizens 
Medal to Admiral Howe. A copy of Secretary Perry’s recommendation letter is attached 
along;with a press release containing the Admiral’s curriculum vitae. In addition we have

THE WHITE HOUSE

WASHINGTON

Somalia. In that position, he oversaw the transition from the Unified Task Force to the 
United Nations Operation in Somalia (UNOSOM II).

PRESIDENTIAL CITIZENS MEDAL FOR ADM. JONATHAN HOWE

With the imminent departure of U.S. armed forces from Somalia, the NSC has proposed that 
you award the Presidential Citizens Medal to Admiral Jonathan T. Howe, USN (ret) As 
you know, Adm. Howe has served at Special Representative of the Secretary-General for

Medal to Admiral Howe. A copy of Secretary Perry’s recommendation letter i

included a draft citition for your approval, should you decide to make the requested award.



'HITE HOUSE

MR. PRESIDENT:

R. Paul Richard

( •

Approve with edits

_Discuss further

Attached is a proposed citation for the award of the 
Presidential Citizens 6
The text was reviewed and

If you approve, our office win have the calligraphers 

prepare the citation for tomorrow’s ceremony.

Medal to Admiral Jonathan Howe. 
- "d approved by Jeremy Rosner.

s
_____Approve

'H1T E house 'X'v



for humanity and

Admiral Jonathan Howe.

our Armed

and the National Security Council, and throughout his tenure at 

NATO, Admiral Howe has steadfastly upheld the finest traditions 

of military service. He has used his impressive abilities to 

bring stability, hope, and the blessings of liberty to millions 

through his heroic efforts in Somalia, capping an already 

valorous career. Americans bestow their gratitude and respect 

’’non Admiral Howe, who at great personal risk successfullv 

contributed to the legacy of excellence for which

Forces are renowned.

THE PRESIDENT HAS SEEN

Responsible leadership, combined with a concern

a deep devotion to duty -- these are attributes that define

From his early days in the Navy defending 

our waters aboard submarines and the destroyer USS BERKELEY, 

through his distinguished service in the Department of Defense
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Dear Mr. President:

national government. A nascent judiciary has begun to function, 
^4.----- - . j

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

C c

THE SECRETARY OF DEFENSE

WASHINGTON. DC 20301-1000

Somalis to_ establish numerbus district'and regional councils, which 
are the first step in a transitioli”T6wardF nTe^stabiishment of a ’

I would like to recommend to you that an award of the
Presidential Citizens Medal, as established under Executive Order
11494 of 13 November 1969, be made to Admiral Howe. Its purpose 
is to recognize citizens of the United States of America who have 
performed exemplary deeds of service for their country or their 
fellow citizens. I believe that his extraordinary efforts in Somalia 
make him richly deserving of this award.

Under Jonathan Howe's leadership, the UN operation in Somalia 
has continued to provide food and other humanitarian reljef to the 
Somali people to alleviatejfhmr suffering. UN0S0M has also helped 
Somalis to establish numerbus district 'and regional councils, which

'4rr % o*

As you are aware. Admiral Jonathan Howe (USN - Retired), 
recently stepped down as the
SjwciaF ^presentativeui^^amalia.position he had held since 9 
March 1993. The United Nations intends to recognize his service 
publicly through an award of some type, and I believe that he should 
be duly recognized through a Presidential-level award from his own 

country.

Admiral Howe accepted*^a. challengings mignment: from which7 

many would shrink. 5 As the special representative of the UN 
Secretafy-General? he led the successful efforts of the second United 

Nations Operation in Somalia (UN0S0M II). It was clear from the 
outset that managing this operation would present enormous political 
and military challenges. His acceptance of this responsibility was 
evidence to the world that Americans, when offered the opportunity 
to confront daunting problems and overcome significant obstacles for 
the sake of humanity, are willing to step forward and shoulder the 
brunt of the international burden.



series of inter-clan discussions which continue to this day. 
a      TH I iiji i—m      *

1/dM-

trying cases and, through coordination with Somali elders, punishing 
offenders. The re-establishment of the Somali police, which we view 
as absolutely critical to the post-March 31 security situation, has 
made great progress in the past few months, with the international 

community having already pledged over $60 million in resources 
toward this effort. Further progress toward political reconciliation 
and economic rehabilitation was made during the Humanitarian 
Conference held in November and December 1993 in Addis Ababa; 
UNOSOM's policy of channeling aid to those areas of Somalia that ie 

peaceful and cooperative has created additional incentive for warring 
Somali parties to lay down their arms. Admiral Howe's tireless 
efforts to engage all the factions in constructive talks helped lead to a 
series of inter-clan discussions which continue to this day. AlT’oTTy 
A^apgweg2acco^iaing.nts rame despite considerable "p«fcnal 

risk and at tremendous personal inconvenience' irToTne'^of’the 
harshest working environments'in the world? ;

In summary, Mr. President, Jonathan Howe should be 
recognized for his efforts on behalf of both the United Nations and 
the United States. Operations Restore Hope and Continue Hope have 

saved literally hundreds of thousands of lives; now, for the first time 
in three years, there is renewed promise that Somalia can rebuild 
itself and the Somali people can live again in peace. As an American 
citizen. Admiral Howe is in large measure responsible for the 

emergence of this hope.
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Three.

From 1987 to 1989, he served as Assistant to the Chairman of the Joint Chiefs of 
Staff. In 1986. he was Deputy Chairman of the Military Committee of NATO in 
Brussels. From 1984 to 1986, Admiral Howe commanded Cruiser Destroyer Group

J

’ *1

JONATHAN T. HOWE
SPECIAL REPRESENTATIVE OF THE SECRETARY-GENERAL FOR SOMALIA

UNOSOM II
UNITED NATIONS OPERATION IN SOMALIA

J 
;i
•I

Admiral Jonathan Trumbull Howe assumed the post of Special Representative of 
the Secretary-General for Somalia on 9 March 1993.

Admiral Howe, who retired from the United States Navy in July 1992, has 
overseen the transition from the United States-led Unified Task Force to the United 
Nations Operation in Somalia (UNOSOM II). He continues the important tasks of 
promoting political reconciliation, coordinating humanitarian assistance and paving the 
way for rehabilitation and reconstruction of the country.

Admiral Howe, who has been a visiting professor at the National War College in 
Washington, D.C., served as Deputy Assistant for National Security Affairs to President 
George Bush, from December 1991 to January 1993. Prior to that, from 1989 through 
1991, he commanded Allied Forces Southern Europe, a North Atlantic Treaty 
Organiratinn (NATO) joint command based in Naples. Italy. At the same time, he 
commanded United States Naval Forces Europe and Eastern Atlantic, with headquarters 

in London.

He began his long and distinguished career with the Navy in 1957, graduating 
from the Naval Academy at Annapolis. Maryland, with a Bachelor of Science degree. 
His early navy assignments included the USS Bremerton, the USS Tench and the USS 
George Washington. He was Training Officer and Officer Instructor of the Naval 
Nuclear Power Training Unit, West Milton, New York. For nearly four years he was 
Engineer Officer of the nuclear powered missile suomarine USS Patrick Henn'.

From July 1969 to December 1973, Admiral Howe was a member of the National 
Security Council staff, serving as Military Assistant to the Assistant for National Security 
Affairs'. Henry Kissinger. He left to command the destroyer USS Berkeley in 1974. 
From 1975 to 1977, he served as Military Assistant and Assistant for National Security

i
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that, he was

awards from the Government of Italy, the

Law and Diplomacy, Tufts University, United States.

r

I*

1
l"

commanded Destroyer Squadron 31. Following 

a post he

In 1977 and 1978, Admiral Howe r------- • - -
that, he was appointed Chief of Staff to the Com^eTTT^WS  ̂
held for a year and a half. Returning to Washingfnn in iogn u* l 5^’ *-------
Politico-Militaty Policy and Cutrent Plans Divisira of cfT^T^/ ““

[tees from the Fletcher School of

Military Affairs in the State Deparrment. ------

Admiral Howe has been awarded

Republic of Korea and Greece, in recognition of his distinguished miHtary service.

Admiral Howe received masters and doctorate degj
Uw and Diplomacy, Tufts University, United States. He is the author of ’ •------
knower and Global Politics in the Misrile Age • “ °f MltaSfiSL

Bom in San Diego, Admiral Howe is married and has six children.



THE PRESIDENT HAS SEENMarch 2, 1994

MEMORANDUM FOR MACK MCLARTY

FROM: JOHNH. GIBBON I

SUBJECT: Jack Anderson's "Young Astronauts" Proposal

Ct.

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF SCIENCE AND TECHNOLOGY POLICY

WASHINGTON, D.C. 20506
Pr.

I recommend accepting the offer for the President and First Lady to serve as co-chairs, 
subject to White House counsel concurrence. With respect to a possible appearance in July, 
we should tell Jack that we will seriously consider this as an option in our overall plan for 
the Administration's involvement in the twenty-fifth anniversary of Apollo. Though such an 
appearance would offer an opportunity to underscore our support for the Space Station, 
we should not make a commitment at this time. Mr. Richard DalBello, OSTP's Assistant 
Director for Aeronautics and Space, is working with David Dreyer to examine a range of 
options, including proposals NASA may have, that could be considered. When we have a 
better picture of the available opportunities for Presidential involvement, we can answer Jack 
inore definitively.

Following up on your request, I contacted Jack Anderson to discuss the "Young Astronauts" 
program. Specifically, Jack is interested in the President and First Lady accepting honorary 
co-chair positions and possibly making an appearance at the organization's July convention to 
be held in D.C.

In short, the Young Astronaut program is a national education program for pre-school, 
elementary, middle and junior high school students designed to promote the study of science, 
technology and math. As a non-profit organization, the program sponsors conferences, 
contests, workshops and media presentations to further these goals. Last September the 
program initiated a "space school," transmitting class work and curriculum instructions to 
elementary schools along with live T.V. interviews with prominent space figures. Jack also 
pointed out to me that the past two Presidents and First Ladies have served as honorary co- 
chairs.

7



February 9, 1994

Dear Jack:

continued strong

<*rr.v««>«.

THE WHITE HOUSE

WASHINGTON

bcc.',

4KvUo<3fiG<

-S^a toTack,

<-» ><m.if- 
tXeclC-O/-) rej^l-

Mr. Jack N. Anderson 
United Feature Syndicate
1200 Eaton Court, #300 
Washington, D.C. 20007

blocc',

i bY R’J’ Plniero’ 1 ain an avid fan of Tom Clancy novels
rprompt^eadlig/39136179'3 COVer encour^es

You presented several thought-provoking ideas relating to both 
^Ubn?hdiO?K1\SheW.and the publication. I Sill foUow

on both and be back in touch.

* have asked Dr. Jack Gibbons to review your young astronauts 
sSnnni?\?n?h*Or^C1OSely with yOU in insurin9 continued strong 
support of this fine program by President Clinton. g

You are a legend in your own time, and I have admired you for 
years. Thus, it has been a particular pleasure to get to know 
you, both personally and professionally.

Personally,

Mack McLarty



February 11, 1994

MEMORANDUM FOR JACK GIBBONS

FROM:

SUBJECT:

1

r Thank You.
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CALL TO JACK 
ANDERSON

THE WHITE HOUSE
WASHINGTON

PAUL TOBACK
Executive Asst, to 
the Chief of staffi ’
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Enclosed is the material c~ ---
astronauts which Jack Anderson < 
to Mack McLarty. Mack asked if 
would call Jack about his ideas 
then send a note back to Mack to 
let him know what Jack said.
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3/19/94

TO:

The attached has been forwarded 
to the President

DATE:.
THE VICE PRESIDENT 
MACK MCLARTY 
DAVID GERGEN 
GEORGE STEPHANOPOULOS
MARK GEARAN
ROBERT RUBIN

THE WHITE HOUSE

WASHINGTON

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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March 18, 1994

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

3ChangeClose 3/18/94Close 3/11/94

-0.013.483.493-month bills

40.036.496.4610-year notes

-0.016.906.9130-year bonds

Thirty-Year RatesThree-Month Rates
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EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500

The stock market closed higher for the week. The broad-based S&P index closed Friday at 
471.06, up 1.0 percent from the preceding Friday’s close. The Dow Jones Industrial Average 
closed Friday at 3895.65, up 0.9 percent for the week.

H 3.5 -

S. 3.0 -

ALAN S. BLINDER^^

Interest Rates and the Stock Market, Week Ending Friday, March 18, 1994

'■5LV7
1992

I J ■ •'

Interest rates changed little this week. Long-term rates fell moderately after Wednesday’s good 
report on CPI inflation, but rose again on Friday, ostensibly because of rumors surrounding 
Chairman Greenspan’s White House visit Changes in Treasury borrowing rates were as follows:
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MEMBER

March 18, 1994

MEMORANDUM FOR THE PRESIDENT

ALAN S. BLINDERFROM:

Foreign Economic DevelopmentsSUBJECT:

n
+2.9%$1 = 1.6940 DM$1 = 1.6828 DMDeutschemark

-8.9%+ 1.0%$1 = 106.05 Yen$1 = 105.05 YenYen

+ 1.3%+0.6%94.5793.97Multilateral
(March 1973 = 100)

► Australian GDP grew by 4% in 1993 and consumer confidence reached a 10-year high.

Europe: ► West German wholesale prices rose 0.5% in February but are only 0.3% above a year 
ago. Retail sales were 2.0% higher in January than a year ago.

► The UK economy gave mixed signals in February: unemployment fell to 9.8% but retail 
sales fell 0.5%. Producer prices rose 0.1% in February and are 3.3% above a year ago.

Value of the Dollar 
in terms of:

Exchange Rates: The dollar rose this week. Market participants point to expectations of further Fed 
tightening following next Tuesday’s FOMC meeting as the main reason.

► Italy’s budget deficit fell in 1993 but is currently still almost 10% of GDP. Interest 
payments by the Italian government amount to nearly 12% of GDP.

Other Countries: ► Canadian consumer prices fell 0.8% in January, and are just 0.2% above a year 
ago. This is the largest drop since 1959 and the lowest year-on-year increase since 1961.

► French trade union and student groups protested a change in the minimum wage that 
would allow apprentices between 16 and 25 to be paid 20% less than the minimum wage of $980 per 
month. Unemployment in this age group is about 25%.

Week Ending
3/11/94

Week Ending
3/18/94

Percent change from: 
Week ago Year ago 

+0.7%

EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500

W MAR 18 p6: 40

Japan: ► The trade surplus rose to $10.9 billion in February and is 3.3% higher than a year ago. In 
yen terms, however, the surplus fell by 9.1%, indicating that exchange rate movements are behind the 
rising surplus measured in dollars. Consumer spending fell 0.6% in real terms in 1993, the first 
annual decline in 12 years. Wholesale prices fell 0.5% in February and are now 3.2% below a year 
ago. Industrial production rose 1.0% in January, but is still 3.0% below a year ago.
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CLOSE HOLD

March 17, 1994

MEMORANDUM TO MACK McLARTY

FROM: BILL BURTON

SUBJECT: NAFTA entities

Pas<

C2-OSE HOLD

THE WHITE HOUSE

WASHINGTON

After several days of talking with officials from Texas, California, Treasury 
EPA, NSC, NEC, USTR, Political Affairs, and other shops, it is clear we really 
need to come to closure on decisions relating to the NAFTA related 
institutions. Here is my best political judgment at this point:

e NAFTA Labor Secretariat, to be announced tomorrow, is going to Dallas 
for reasons related to Cong. John Bryant’s vote. Gov. Richards is somewhat 
miffed that Bryant is disallowing her attendance at the announcement 
ceremony, and views USTR as a co-conspirator with Bryant on that front 
Bryant simply doesn’t want Gov. Richards to get the headline, he says In 
any event, this is a done deal.

: environmental offices in all likelihood are going to the sister cities of El 
 _'so and Juarez. As mentioned in the attached memo, the EPA Border 

office is Cong. Coleman’s idea, and by all rights ought to be in El Paso. This 
is the biggest deal for the El Paso officials, they said. The BECC, according 
to Gov. Richards, has been sited by the Mexicans in Juarez. She says they 
have the building there and have hired staff. In other words, the BECC is 
done, Richards says. While we might could possibly convince the Mexicans 
to locate it in Tijuana, it is a move that would anger the Mexicans and our 
interagency policy folks, who (as demonstrated in the NEC/NSC memo) 
think the BECC ought to be in Juarez.

/The NADBank answer seems to be to locate the main bank in San Antonio. 
<yrhis is now supported by Treasury as well as Rep. Torres. Torres has added 

twist, however, recommending that the 10% of the NADBank that is the 
« yDommunity Adjustment Window be located in LA. Treasury is looking at this 

Idea. Jose Villareal says San Antonio would support this outcome. We can 
Jprobably get the local communities of San Antonio and LA to fund the 
^buildings and needed tax abatements.

Yes, this is putting most everything NAFTA-related in Texas ... BUT, from a 
policy standpoint, that’s where the policy folks come down. We don’t gain 
much politically from the Labor Secretariat in Dallas, but that’s a done deal. 
We cannot reject San Antonio’s bid for NADBank when it is the only spot 
outside Washington that makes sense (and considering the support for 
NAFTA out of the Hispanic community there). Plus, it would be a huge plus 
for the President, along with Gov. Richards, to announce this in San Antonio, 
where our base is in Texas. And, remember that El Paso (with over a half



CLOSE HOLD

CLOSE HOLD

2

million people) ain’t South Texas, and is a strong county for us (in Coleman’s 
district, Clinton 51%, Bush 35%, Perot 14%),

Yes, this also appears to leave San Diego out in the cold. Remember, though, 
they opposed NAFTA. Here’s what we can do for San Diego, however:

• appoint the Californian supported by Schenk and Filner to the BECC 
(which will really help San Diego in its sewer funding problems);

• have the POTUS announce the new plan to fund and deal with the Tijuana 
sewer problems.



March 17, 1994

MEMORANDUM TO MACK McLARTY

FROM: BILL BURTON

SUBJECT: EPA Border Office

i

put it in El Paso for Coleman’s sake.

THE WHITE HOUSE

WASHINGTON

I

EPA strongly supports El Paso as the location for the border 
office, for several reasons: midpoint along the US-Mexican 
border, the largest population center along the border (albeit 
most of the population in Mexico), the IBWC is in El Paso, and 
the BECC created by NAFTA is (likely?) going to Juarez.

Pat Griffin and Susan Brophy contend that we all but have to

Another issue regarding environmental entities along the U.S.- 
Mexican border has arisen. The issue specifically is where a 
long-planned EPA Border Office should be located.
Congressman Ron Coleman, D-Tex., from El Paso, suggested 
this idea years ago; he’s finally getting an EPA border office on 
the U.S.-Mexican border. Coleman had a contingent from El 
Paso in Washington yesterday: Mayor Larry Francis, County 
Judge Alicia Chacon, the UT-E1 Paso president, Texas
Commerce Bank CEO Scott McLean, and others. They all 
argued that the EPA border office makes sense to be located in 
El Paso, the mid-point on the border.

It is important to remember that this border office is not 
officially NAFTA-related, although EPA views it as especially 
important in light of NAFTA.



March 16, 1994

MEMORANDUM FOR THE PRESIDENT

FROM: MACK MCLARTY

SUBJECT: Location of Border Environmental Institutions

BACKGROUND

SITING STATUS

To make progress on setting up the two border environmental institutions negotiated in the 
Agreement on the Border Environment Cooperation Commission and the North American 
Development Bank, we must make a final decision on their location.

In November 1993, Mexico and the United States agreed on arrangements to assist 
communities on both sides of the border in coordinating and carrying out environmental 
infrastructure projects. A Border Environment Cooperation Commission (BECC) will work 
with states, local communities, and non-governmental organizations in designing 
environmental infrastructure projects and will seek to arrange public and private financing for 
the projects.

Because we are implementing a bi-national agreement, it is expected that one institution will 
be in Mexico and the other in the U.S., with each party deciding for itself the best location 
of the institution it hosts. The Agreement specifies that the BECC be located in the border 
region. The U.S. had originally expressed the desire that the NADBank be located in

THE WHITE HOUSE

WASHINGTON

A North American Development Bank (NADBank) will provide new bi-national financing for 
projects certified by the BECC. The Bank will use its own capital (contributed equally by 
the United States and Mexico) as leverage for borrowing in international capital markets. In 
response to concerns from Congress about broadening the Bank’s agenda, it was agreed that 
ten percent of its resources will be made available for community adjustment and investment 
programs in the United States and Mexico.

The BECC may have up to 40 staff positions. The NADBank, as currently conceived, may 
have as few as two—a General Manager and his/her support staff.



While the Mexicans will ultimately decide the location of the BECC, they responded 
favorably to a Treasury suggestion that it be sited in Juarez, across the border from El Paso. 
Juarez has the benefit of centrality in the border region and proximity to the International 
Boundary and Water Commission, which is expected to provide engineering services to the 
BECC. The other logical BECC site, Tijuana, is not desirable to the Mexicans for political 
reasons (Baja California is controlled by the opposition party). President Salinas indicated to 
Governor Richards in a meeting in Mexico City on Monday that Mexico has decided on 
Juarez.

Washington, D.C. primarily to minimize bureaucracy and administrative expense, and 
secondarily to exercise an extra modicum of control. The bureaucracy-minimizing goal is 
realized by locating the Bank in proximity to or within the Inter-American Development 
Bank (IDB) which could provide all of the NADBank’s administrative and financial needs on 
a contractual basis.

The advantages of San Antonio include proximity to the BECC (this is not critical, but 
helpful) and responsiveness to our Hispanic constituency. On the other hand, while a San 
Antonio siting does not preclude an IDB role, it increases contract expenses and the number 
of NADBank staff required. Additionally, Texas is already hosting the NAFTA Labor 
Commission in Dallas.

This leaves the U.S. with a final decision on a U.S. NADBank site. Washington, D.C. and 
San Antonio have both been discussed. The original interagency NADBank negotiating 
group proposed Washington to provide proximity to the IDB and U.S. implementing 
agencies. A proposed Washington siting has raised suspicions among some about 
NADBank’s independence. (A few Hispanic interest groups and one congressional member 
are pushing for a more independent Bank with a broader agenda.)
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Long-term interest rates have increased significantly around the world since 
the beginning of the year (see Article, page 4).
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CURRENT DEVELOPMENT

Five Myths About Inflation
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Myth 4: Higher Import 

Prices Will Fuel Inflation

Inflation concerns have been cited as one reason for 
the recent runup in U.S. interest rates. But there are 
few signs of change in underlying inflation 
fundamentals. Perhaps the markets are reacting 
more to inflation myths than to inflation realities.

Fact: Higher industrial input 
prices have been a poor 
predictor of core inflation

Core CPI Inflation 
(Right Scale)

Myth 3: NAPM Input 

Prices Predict Inflation

Myth 5: Inflation Rates Jump Upward Quickly

Fact: Other than oil shocks and episodes during the 
Vietnam War, there has been only one year since 
1957 when core inflation increased by more than 
one percentage point.

Fact: Although prices of 
imports from Japan have 

risen 7 percent over the past year, the dollar is 
stronger overall and import prices are flat.

■M

NAPM Price Index 
(Left Scale)

::

Myth 1: Wage Inflation Will Accelerate

Fact: Wages show no evidence of acceleration. 
Indeed, because of strong productivity growth, unit 
labor costs have been falling over the past half year. 
Nor is it very likely that wage inflation will pick up 
noticeably until the unemployment rate falls below 
5.5 percent (perhaps 6.1 percent on the new basis).

/..v

!

Myth 2: Rising Gold Prices Signal Inflation

Fact: Over the past decade, there has been an 
inverse relationship between gold prices and 
inflation.

Big Swings in NAPM Index, Flat CPI Inflation 
------------------------------------------------------------------------------------ 116
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c over the past decade (see

8 | chart of the NAPM price

6 “■ survey index).i
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I Long-Term Interest Rates Rise Worldwide
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I Weekly Economic Briefing 4 March 18, 1994

The rise in long-term interest rates over the past month has not been limited to the 
United States (see Chart of the Week). Even by the standards of the past few 
years, during which long-term rates tended to move together worldwide, the recent 
coincidence of interest rate increases around the world has been striking. Analysts 
have offered a number of explanations for these increases. Some explanations are 
more plausible than others.

Technical factors. Highly leveraged institutional investors have 
reportedly sold large amounts of long-term bonds in markets around 
the world. Market participants say that institutions that were 
borrowing short-term funds to finance their holdings of long-term

A tight money scare. The Fed’s recent decision to raise short-term 
interest rates has fueled fears of further increases in the near future, 
and such fears have caused an even greater increase in long-term rates. 
Ten-year Treasury rates have now returned to their February 1993 
levels. At the same time, investors have been disappointed by the 
recent pace of interest rate cuts in Germany and France, leading to 
fears that monetary policy in those countries will be tighter than 
previously believed.

A growth scare. Interest rates generally rise as economies strengthen 
since businesses borrow more to finance increased investment. The 
growing strength of the U.S. economy is commonly cited as a cause of 
rising U.S. long-term rates. There are also signs that the continental 
European and Japanese economies may be starting to recover, but 
forecasts are for slow growth in the near term.

An inflation scare. Inflation fears have allegedly increased in U.S. 
bond markets since the Fed’s February 4th decision. These fears seem 
exaggerated (see Current Development, p. 1). Concerns about inflation 
have apparently contributed to rising long-term rates in Britain as well 
(see box). These concerns should be less important in continental 
Europe and Japan, where economies remain slack and inflation is 
falling.

A trade war scare. Increases in long-term rates in Japan and the 
United States have been attributed to fears of a trade war. This cannot, 
however, explain a rise in both U.S. and Japanese interest rates. If 
investors expected the yen to rise relative to the dollar, they would 
dump dollar bonds and buy yen bonds. If they expected to yen to fall, 
they would dump yen bonds and buy dollar bonds. In either case, 
long-term interest rates in Japan and the United States should move in 
opposite directions.
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Why No American MITI? — Industrial Policy-Clinton Style 
By 

Derek Shearer

Okamatsu-san’s confusion is understandable. He has no exact counterpart, 
because there is no American version of MITI. Most of the key economic and 
trade positions in the U.S. government are scattered among different departments 
and agencies. This situation is a result of peculiarities of American politics and 
political history. In the eyes of some policy experts, it hinders the ability of an 
administration such as President Clinton's to chart an activist course because it 
makes strategic planning more difficult and policy implementation more defuse.

I recently had lunch with a visiting Japanese bureaucrat—Sozaburo 
Okamatsu, Vice-Minister for International Affairs at the Ministry of International 
Trade and Industry (MITI). We met for an informal talk at the Loews Hotel which 
overlooks the beach in my hometown of Santa Monica. Loews is President 
Clinton's favorite hotel in the Los Angeles area. He stayed there frequently during 
his 1992 campaign where he would take an early morning run along Santa Monica 
beach, often accompanied by my 21 year old son, Anthony, and a few athletic 
members of the Secret Service.

In the past, business opposition precluded the establishment of a strong 
government institution like MITI. Conservatives argued that Washington 
bureaucrats should not tell corporations where or how to invest and that 
government should not try to pick winners in the marketplace. Industrial policy, 
however, has existed throughout American history — but it has always been goal 
not process oriented. Government-business partnerships created the national 
barge canal network, the transcontinental railway system, highly productive 
American agriculture through public irrigation systems and the agricultural 
extension system, the internationally competitive aircraft industry through U.S. 
mail contracts and government investment in military aircraft, and, of course, 
numerous high tech weapons systems. During the Cold War, the defense budget 
and national security goals drove national industrial policy.

Mr. Okamatsu mentioned to me that he was having a difficult time deciding 
who his counterpart is in the Clinton administration. Is it the Under Secretary of 
Commerce, the Deputy in the Office of the U.S. Trade Representative, or perhaps 
one of the three members of the President's Council of Economic Advisors? He 
has been making efforts in Washington , D.C. to meet of all of these officials, as 
well as the Deputy of the newly created National Economic Council located in the 
White House.

11.19.1993 38:53

 



11.19.1993 08s 53 P. 2

lower levels, the top level bureaucrats are not the nation's "best and brightest." In 
Japan, the graduates of the elite schools such as Tokyo University, Waseda and

However, there have been a number of serious proposals for transforming

2
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One of the obstacles is structural. The Commerce Department does many 
jobs that have little to do with trade and industry such as run the U.S. Weather 
Service and the Census Bureau—and it is not allowed to do other jobs such as take 
the lead on U.S. trade policy. In short, it is not organized to be an American 
version of MITI.

Another obstacle has to do with personnel. While many Commerce
Department employees are dedicated and hardworking, especially at middle and

During the 1992 campaign, Clinton called for a new post-Cold War national 
economic strategy and he published a detailed plan called Putting People First that 

’ I, as one of his economic advisors, helped to write.
* _■

C • After Clinton's election, some political observers thought that the Commerce 
Department might become the American MITI. And if not another MITI, then at 
least the Competitiveness Agency for the new administration. However, to date 
this has rrot happened. There are many difficulties that must be faced in 
transforming any large agency of the federal government. I learned about some of 
the obstacles when I worked in the Commerce Department during the first 100 
days of the Clinton administration, serving as Deputy Under Secretary for 
Economic Affairs.

Keio, compete to get jobs with the Japanese government, especially with MITI. In 
the United States, the top graduates of the Harvard Business School or the 
Wharton Business School do not want to work for the Commerce Department, and 
in most cases not for the U.S. Government at all. They choose to work in 
investment banking on Wall Street or for international consulting firms.

The "reinventing government" report on the structure and operation of the 
federal government prepared by Vice President Al Gore this fall, "Creating A 
Government That Works Better and Costs Less—A Report of the National 
Performance Review," did not advocate restructuring the Commerce Department 
nor reorganizing national economic policy making agencies. Gore's report primarily 
focused on making the existing Federal agencies more efficient and entrepreneurial, 
not restructuring or redesigning them.

Some members of Congress and some outside critics have called for 
abolition of the entire Small Business Administration as a waste of tax payers' 
money—and one conservative Congressman, John Kasich of Ohio, has called for 
abolishing the entire Commerce Department!
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Among the reforms that Mr. Shaw proposed were:

The proposal to remove NOAA, the Census Bureau and the Bureau of

3

$

In addition to the statistics agencies in Commerce, there are statistical units 
in over 70 other agencies. There is waste, duplication, a lack of coordination, and 
problems with analyzing economic activity accurately in the new world economy. 
Some members of Congress favor removing the Census Bureau and the Bureau of 
Economic Analysis from the Commerce Department, and merging them with the 
other federal statistical agencies, into one independent agency call Statistics USA.

(1) Removing the National Oceanic and Atmospheric Administration (NOAA) 
from the Commerce Department. NOAA which maps oceans, runs the United 
States weather service and monitors the atmospheric environment, currently 
accounts for almost half of the entire Commerce Department budget. Shaw 
proposed that NOAA be shifted to the Environmental Protection Agency or to the 
Department of the Interior.

(3) Modernizing the activities of the U.S. Census Bureau and the Bureau of 
Economic Analysis—both part of the Commerce Department. The Census Bureau, 
in addition to surveying the U.S. population, also conducts detailed studies of U.S. 
economic activity as well as international commerce. The Bureau of Economic 
Analysis is the primary compiler of the U.S. government's national income 
accounts and produces such numbers as the Leading Economic Indicators.

(2) Merging the remaining Commerce Department, minus NOAA, with the 
Department of Labor and the Small Business Administration. The Labor 
Department had boon merged with the Commerce Department in 1903 under 
President Teddy Roosevelt, the separated again in 1913 due to lobbying by the 
union movement.

Both of these agencies came under my authority while I served as Deputy 
Under Secretary for Economic Affairs. While they do important statistical 
functions, they are not policy making bodies, and managing them is a distraction 
from the important task of making the American economy more competitive. 
Other countries such as Canada, Australia, and Holland, have a single statistics 
agency, independent of political control. The Statistics Canada agency was 
recently ranked number one by The Economist magazine in a poll of statisticians.

♦FROM OCCIDENTAL 111111111 FAX# 213-259-2734

the Commerce Department into a more MITI-like agency from advocates of 
stronger industrial policies and more strategic trade policies. For example, Wall 
Street millionaire financier, David E. Shaw, a major Clinton supporter, published a 
detailed study of the Commerce Department and economic competitiveness in the 
book, Changing America: Blueprints for the New Administration.
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To his credit, President Clinton had advocated a dramatic expansion of the 
Commerce Department's manufacturing extension effort and he included increased 
funding in his first Budget, but the Congress cut back the funding significantly.

By comparison, Japan has 169 regional technology centers (Kohsetsushi). 
The Japanese government currently spends almost twenty times as much on 
technical assistance to small and medium sized manufacturing firms as does the 
U.S. government. Ironically, the Japanese Kohsetsushi were inspired by the 
example of the U.S. government's highly successful agricultural extension service.

The Clinton White House has also announced a new government-business 
partnership to build the "car of the future." The Federal government will provide 
the Big 3 automakers—Ford, GM and Chrysler—with technology that originated in 
government weapons laboratories during the Cold War and Detroit would attempt 
to build a new super fuel economy car that would triple the energy efficiency of 
American-made automobiles. The project will bo headed by Dr. Mary Good, Under 
Secretary of Commerce for Technology, and include representatives from the 
Department of Energy, Defense, and Transportation.

Economic Analysis from Commerce could enable the Department to become a 
more lean and focused competitiveness agency in the domestic arena. It would 
establish a new Bureau of Industrial Economics to promote sectoral studies of the 
American economy, and expand its existing programs of technology promotion—in 
particular the Advanced Technology, the Manufacturing Technology Centers, and 
the State Technology Extension Program. These programs were started by 
Congressional, not Presidential, action. In the 1988 Trade and Competitiveness 
Act, the Congress redesignated the Commerce Department's National Bureau of 
Standards as the new National Institute of Standards of Technology (NIST). Even 
before Clinton became President, NIST created seven regional Manufacturing 
Technology Centers. These provide information and education and display the 
latest manufacturing equipment; the staff tries to help small and medium sized 
firms to modernize production processes. NIST also partially funds technology 
programs of state governments.

In the two areas of industrial technology, the Clinton administration is 
promoting competitiveness by relying on intra-agency task forces and special 
initiatives that cross departmental boundaries. The National Telecommunications 
and Information Administration, a division of the Commerce Department, recently 
issued a report outlining a policy blueprint for the Information Super Highway. The 
Clinton administration has created an intra-agency Information Infrastructure Task 
Force headed by Larry Irving, Assistant Commerce Secretary, to promote private 
investment in telephone and fiber-optic networks that would form the basis for a 
national electronic communications network between every business, home, and 
school in the nation.

^ROM OCCIDENTAL 111111111 FAX# 213-259-2734
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In the area of trade, the Commerce Department does have important 
responsibilities such as monitoring trade laws and promoting exports. The Clinton 
administration has announced new initiatives in export promotion such as the 
removal of Cold War restrictions on the sale abroad of super computers and other 
American electronic equipment.

11.19.1993 08:56

The Clinton Administration is promoting the U.S. shipbuilding industry 
through a $147 million program of guaranteed loans — and a special Presidential 
commission was appointed to study the competitiveness problems of the domestic 
airline industry. In the area of Advanced Technology, the Administration will 
provide $200 million annually for research and development in such areas as flat­
panel displays for computers. Industry will be required to put up half of the funds 
for each project. The Overseas Private Investment Corporation (OPIC) — the U.S. 
government agency which provides insurance, loans, and advice to American firms 
seeking to invest abroad — has announced a new environmental growth fund to 
encourage U.S. "envirotech" companies to seek business cleaning up pollution 
abroad. The new, dynamic head of OPIC is Ms. Ruth Harkin, a lawyer and wife of 
Senator Tom Harkin, a Democrat from Iowa who challenged Clinton for the 
Presidential nomination.

Business Week magazine has labeled such initiatives as "Industrial Policy — 
Clinton-style." According to Kent Hughes, Deputy Associate Secretary of 
Commerce, this is "a new era of pragmatic partnerships between government and 
industry." But there is no one agency, no American MITI, overseeing the various 
initiatives.

Mickey Kantor, President Clinton's appointee as U.S. Trade Representative, 
is the trade policy czar not Mr. Ron Brown, the Commerce Secretary.

Over the past decade, a number of policy experts as well as members of 
Congress have called for merging the office of the U.S. Trade Representative into 
the Commerce Department to create the Department of Industry and Trade (DITI), 
which would then become, in effect, an American version of MITI. Mr. Bruce 
Stokes, a regular columnist for Foresight, most recently advocated such a 
reorganization in an important article called, "Organizing To Trade," published in

While the Commerce Department has a large International Trade 
Administration with country desks, product specialists, lawyers and statisticians, 
and the U.S. Foreign Commercial Service which stations employees abroad to 
promote American business, it is not the major player in U.S. trade policy. The 
office of the United States Trade Representative, created in 1962, has grown to 
Cabinet status. Although USTR only has a staff of about 150, it takes the lead in 
all important trade negotiations such as those involving GATT, NAFTA, and 
framework talks with Japan.
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the winter 1993 issues of Foreign Policy magazine. Senator William Roth, 
Republican from Delaware, has also advocated such a change.

During the 1992 Presidential campaign, Ross Perot spoke out against such 
practices (Pat Choate is a close advisor to Perot). Bill Clinton pledged during the 
campaign to support new legislation and ethic regulations barring such behavior by 
his appointees, and as President he has issued a new ethics code for at least the 
top economic officials.

Office would provide Congress with needed expertise and objective analysis 
trade issues and insure that trade policy did not get lost in a new DITI.

■♦FROM OCCIDENTAL 111111111 FAX# 213-259-2734
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The Clinton administration—at least in the first term—chose not to expend 
political capital in reorganizing the Commerce Department into DITI along the lines 
of the proposals discussed above. However, President Clinton demonstrated his 
inclination to have more policy coordination by approving a proposal that I had

According to economist Pat Choate in his book Agents of Influence, one- 
third of the USTR officials who held principal trade positions between 1973 and 
1990 left to become registered foreign agents — most of them for Japanese 
companies. Two of the four people who served as Under Secretary for 
International Trade in the Commerce Department went to work for the Japanese 
after leaving office. Robert Herzstein, who worked in the Carter Administration 
went to work for Komatsu. Lionel Olmer, who served in the Reagan 
Administration, later worked as an economic and political advisor for Nippon 
Telephone and Telegraph. Seven of nineteen senior trade officials who left the 
Commerce Department in the 1980s went to work for Japanese companies. Other 
top trade and USTR officials have gone to work for Korean firms, Chinese 
companies, and many European businesses.

One objection to such reorganization is that Congress would not approve it 
because it might mean that trade policy would get less of the President's direct 
attention if U.S.T.R. were part of a bigger agency. However, Congressman 
Richard Gephardt, a strong advocate of strategic trade policy, believes that the 
creation of a new Congressional Trade Office similar to the Congressional Budget 

; on

Congresswoman Marcy Kaptur (Democrat-Ohio) has authored a legislative 
proposal to establish a Professional Trade Service Corps similar to the U.S. Foreign 
Service to train government employees in international economics, trade law, and 
negotiations. Kaptur's proposal is one way to deal with the problem of the uneven 
quality and experience of American civil servants and the "revolving door" problem 
where the most experienced trade negotiators continually leave the U.S. Trade 
office for private industry or lobbying jobs with foreign companies. Her bill would 
ban members of the Trade Corps from working for five years on issues they had 
responsibility for while in government.

11.19.1993 08:56
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In the new post Cold War era of geo-economics, the U.S. government will
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made to him during the campaign to create an Economic Security Council to chart 
international economic strategy. He called it the National Economic Council and 
give this office in the White House headed by investment banker Robert Rubin the 
responsibility of coordinating all domestic economic policy and some international 
economic policy. For exarnple, the framework talks with Japan are led on the 
American side by Mr. Bowman Cutter, Deputy Director of the National Economic 
Council, and the negotiating teams include representatives from the Treasury 
Department, the Council of Economic Advisors, the State Department, and the 
U.S. Trade Representatives office. The key "hands-on" negotiators are three 
officials from U.S.T.R., Mr. Charles Lake, Ms. Charlene Barshevsky, and Ira Wolf; 
they are nuts-and-bolts experts who will try to achieve "results-oriented" 
agreements with the Japanese. To date, these talks have brought little agreement 
and proved frustrating to President Clinton.

Along with other experts, I have advised the President to appoint an overall 
coordinator for US-Japan policy similar to his appointment of Strobe Talbott, 
Clinton's friend from Oxford days who is married to my sister, to oversee both the 
political and economic aspects of US-Russian relations. Perhaps, if the framework 
trade negotiations currently underway do not yield any progress, he will take such 
a step. However, reinventing the Commerce Department as DITI will not happen in 
Clinton's first term; perhaps it will be on the agenda for a second term.

For the rest of 1993, President Clinton will spend much of his time trying to 
pass NAFTA and settle the Uruguay Round of GATT talks, as well as fighting for 
health care reform. Turning the Commerce Department into an American version 
of MITI is not on his first term agenda. Instead, the President has adopted 
"industrial policy — Clinton-style," that provides funds for government-business 
partnerships in key industries while relying mainly on existing agencies and 
departments. Such an approach will most likely be successful — both politically 
and economically — at least in the short term to start to renew the American 
economy at home. However, such an approach might not work as well on 
international matters, especially on trade and especially with regards to Japan.

Clinton's appointment of the respected former Vice President Walter 
Mondale is a clear indication of the importance of the US-Japan relationship. Mr. 
Mondale has been well briefed on US-Japan economic issues, including a long 
session with Mr. Clyde Prestowitz, President of the Economic Strategy Institute, 
and former top trade negotiator. An expected addition to Mr. Mondale's staff will 
be Mr. Ed Lincoln as special economic counselor. Lincoln is an economist at the 
Brookings Institution, and is considered a leading expert on the Japanese economy, 
who understands the many informal barriers that exist for foreign firms trying to 
invest or import into Japan.

P. 7VROM OCCIDENTAL 111111111 FAX# 213-259-2734
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have to reorganize itself to deal more effectively with trade and economics. To be 
an effective partner with business in the new world economy, the government 
must have top quality personnel and operate efficiently and strategically. It makes 
good sense to construct an American version of MITI, and especially to build a new 
cadre of trade and economic specialists in a Trade Corps; it is also good business 
for America in the long run.
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HALE: Former municipal judge, appointed by Bill Clinton, says Clinton 
pressured him into making a $300,000 government-backed loan.
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In Little Rock: 
Accusations 
a surprise to 
co-defendants
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I never heard any­
thing about it until 
I saw him (Hale) 
make the charge 
on TV.

By Dennis Cauchon 
USA TODAY

By Steve Komarow 
USA TODAY

55
- Eugene Fitzhugh, 

charged (along with Hale) 
with conspiracy to defraud 

the SBA

not to hurt his victim if she co­
operates.

In Washington, Pentagon
_-------- ;J

there was no timetable for Rus­
sian partnership.

Among those already signed 
up are Poland, Hungary and
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erating to nudge the war in the has been received with antago-
------------ by Mosc()w

Indeed, one powerful mem­
ber of the Russian legislature

LITTLE ROCK - David Hale, 
who accused President Clinton of 
pressuring him to make an illegal 
Small Business Administration 
loan, never mentioned CUnton’s 
THe to codefendants in a fraud 
ase that prompted the charge.

The codefendants say Hale’s ac- 
:usations surprised them and 
tushed them unwillingly into the 
Whitewater spotlight

“I never heard anything about it

3 In Washington:
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► Senate votes for Whitewater hearing, 1A
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former Yugoslavia to a close. 
,4. , — --------------- “We agreed to work together

M AtAfOrmer arch"nemesis as equal partners with the Bos-

awyer charged with conspiring 
vith Hale to defraud the SBA.
Certainly, he never mentioned
mything about it to me.”

Charles Matthews, the third de­
endant, also never heard Hale
nention any relationship with
Hinton, his attorney said.

"My client has no personal
nowledge about any of these alle-
ations against President Clinton,"
aid Bill Bristow, the attorney for hai f-
latthews. (

Hale, a municipal judge appoint-
d by Clinton, is scheduled for trial-----
n March 28. It will be the first
rosecution handled by the office
f special counsel Robert Fiske Jr.
Matthews and Fitzhugh are

zheduled for trial June 20.
Hale is charged with conspiring

> defraud the SBA of $800,000 in
November 1988. Matthews, then a
.ock broker at Prudential Bache,
nd Fitzhugh, an attorney, are
harged with receiving $200,000
nd $50,000 respectively for help-
ig Hale transfer the money so it 
ppeared Hale’s company, Capital 
lanagement Services, was finan-
ially stronger than it was.
Capital Management Services 

ad earlier made a $300,000 SBA-
acked loan to Madison Market- 

by .?ilsan pressuring him to m^ke *U>Ti'oa^'

ity or disadvantaged businesses.

Two more White House aides testified before a fed­
eral grand jury probing the Whitewater affair Thurs­
day, while George Stephanopoulos became the seventh 
White House aide served with a subpoena.

"I welcome the opportunity to give Mr. Fiske the 
facts," Stephanopoulos said in a statement

White House aides said they believe documents 
turned over to Whitewater special counsel Robert 
Fiske, including phone lo^, had prompted the subpoe­
na. They said Stephanopoulos had phone calls on 
Whitewater but would provide no details.

Fiske has subpoenaed 11 former and current White 
House and Treasury officials in his inquiry into wheth- 
er they interfered with a federal probe of a failed Ar­
kansas savings and loans with ties to the Clintons. 

White House counsel Ber­
nard Nussbaum and deputy R?" '
chief of staff Harold Ickes les- K
tified Thursday. P

“I’ve testified before the
grand jury and I have re-
sponded to every question," „
said Nussbaum, who resigned j L
last week after the subpoenas.

Ickes said the investigation Rt
will make it clear that there
has been "no unethical con- ■U
duct or wrongdoing." _

Previously appearing be- NUSSBAUM: Testi- 
SUWSKiSyS WooTbursday

Hale says he offered to wear a lady Hillary Rodham Clinton; Mark Gearan, White 
tape recorder to gather more in- House communications director, and Lisa Caputo, Mrs. 
formation against Clinton but pros- Qinton’s press secretary. Also Thursday
ecutors refused his offer. ► Fiske met with House Republican leaders but said

Hale was indicted for loans not he still fears hearings could hurt his investigation: “We 
directly related to the one he ac- expressed our position. Everybody understands it"
cuses Clinton of pressuring him to ► Republicans on the House Banking Committee 
make. He plans to use the accusa- want to use a March 24 hearing to also examine aspects 
tions against CUnton in his defense, of Whitewater. But Rep. Henry Gonzalez, n-Tpyac the
When FBI agents searched Hale’s committee chairman, insisted that he would reject anv 
busmess in July 1993, the search Whitewater witnesses as irrelevant
warrant included files on McDou- ’Tough luck for them," Gonzalez said.
gal’s Madison Marketing Gonzalez said the only witnesses would be the five

But Hale’s co-defendants say members of a board overseeing the S&t. cleanup a^n. 
Hale never mentioned any connec- cy, the Resolution Trust Corp.

t0 CUnton- In addition, Fitz- ► Rep. Dan Rostenkowski, D-Dl, the day after he an- 
hugji, 68, says neither the prosecu- gered the White House by saying a congressional inqui- 
tor nor the FBI has ever ques- ry was Inevitable, said hearings would be "a serious 

u J uoned him about the Clintons or mistake" and are being suonorted bv Renuhiicnnc
accused. Clinton of his role in the SBA loan. “making a partisan effort to divert public attention"

IcDougal a oartner in the ,u,c ,UiU1’ Rough’s attorney, Randy Sat- from President Qinton’s agenda.
a-^rlt?in^withtheClintons- ityocr\w“dzSiSxnor'

The $300,000 was never repaid. ]

n.. . J -zvii vutuoniy oavuna L-AJall,
Whitewater Development Co., which later failed, needed finan-
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^wTUrk^’s Unwinn
Hastily promoted from NATO’s Cold

War bulwark to democratic role modelWar bulwark to democrauc ru>e -armor hellc0I> on ^5 m nan, Iraq, ueoanon ano
for parts of Moscow’s once far-flung yiUage; guar > Turkish command-

--st
66 leaders and one member of

parliament belonging to the legal pro / Kurdish MPs, Turkey blocks expn 
Kurdish party called the People’s Laborl of alloeaceful Kurdish aspiration^ 

Party and its successor, the Democracy ^-—Ktfendiscreet American help-
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simplification lies a questionable West­
ern conviction that silence is the price 
for Turkish cooperation in maintaining

essential to protect Iraq’s Kurds from 

Saddam Hussein’s vengeance.

1
_________ Iff 

ploring a negotiated settlement smacks 
of interference in Turkey's internal af­
fairs. But recall what happened next 
door. U.S. failure to deal with Kurds and 
other political opposition forces contrib­
uted to Islamic fundamentalism’s advent 
in Iran and Saddam’s contmued pres­

ence in Iraq.______________

The wnter is president of the 
Kurdish Institute of Pans.

QA^Kendal Nezan

forests to deny sanctuary to well- 
ensconced rebels no longer dependent 
on bases in Iran, Iraq, Lebanon and

ent alternatives other than collaboration 
with the army, joining the guerrillas or

disinterested help from the United 
States and Ankara’s European allies to 
favor a negotiated end to the violence 
and promote secular Turkey’s stnvmgs 
toward authentic Western democracy.

Seemingly only yesterday, the allies 
hoped Ankara would exercise a stabiliz­
ing influence in one of the world's most 
turbulent regions—bedeviled by wars in 
the Balkans and in the Caucasus and 
tensions involving Iran, Iraq and Syria. 
Today Turkey’s friends timorously 
watch the debilitating violence in Turk­
ish Kurdistan without speaking out for 

I fear of provoking Ankara's notoriously 
thin-skinned establishment.

Privately, they wring their hands 
about the danger of spreading Islamic

efforts to crush the longest uprising in 
rebeUion-strewn Kurdish history.

official line placing all’ blame on the

that it would settle for an American or 
Spanish-style federal system. Ankara 
has not honored such feelers with a

cade-old ban" on using Kurdish in schools 
and broadcasts—and by threatening the 
Kurdish MPs, Turkey blocks expression

Around a quarter-million troops, gen­
darmes and often dragooned Kurdish

weapons to “definitively clean out” reb-

Routinely, Kurds have been killed for 
refusing orders to evacuate their vil- 

ment-controlled media automatically 
blame the PKK for such incidents, al­
though it’s often the security forces’ 
handiwork. The PKK, too, has an un­
questionable record of atrocities, includ­
ing assassinating village guards and 

^■OUILBIL ur’not, the PKK says it no' 

Party. Recently, seven Kurdish MPs 
were stripped of parliamentary immunity 
and arrested on charges of “separatist 
propaganda.” They nsk the death penalty 
for expressing political views if found 
guiltv by the State Security Court under 
penal code Article 125. Ten other Kurd­
ish MPs nsk the same punishment if, as 

emigration—and gradual Turkification refusing orders to evacuate their vu- 
-from their homeland to the cities of lagesor jom the v^^gu^Qwern- 

westem Turkey.
Out of Turkey’s estimated 15 million

Kurds, 5 million to 6 million in the past 
decade fled to Ankara, Istanbul, Izmir
and other western Turkish cities. An-
nthpr 2 million sought refuge m the _ ...
slums of Kurdish cities. The death toll their famihes ,̂----- —--- --------
doubled between 1992 and 1993 and LMllWH! u .
since the rebellion's onset stands at \ longer demands mdependence^and hinis

13,500, more than half of them civilian.
Mysterious death squads assassinated 

some thousand intellectuals and notables,

to the'war.The" dead "included 14 joumal-

fijndamentaiism perversely encouraged ists; I

by an increasingly intransigent military s 
efforts to crush the longest uprising in
rebeUion-strewn Kurdish history.

Publiclv. the allies parrot Turkey's
official line placing all blame on the
outlawed Kurdish Workers Party, or
PKK. denounced as mere terrorists—
and Marxists at that. Behind such over-

« 1 t IT .

conviction that silence is the price

tor 1 urKisn cooperation m , .. np konnwi
U,.«e»e,.nd h™..n.nnd

Jets bomb and bum remote mountain
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Washington were hit by a nuclear protect its sources and its methods, 
bomb. "We must guard against the release of

Government officials who support

THE NEW TIMES, FRIDAY, MARCH 18, 1994

What's Sunday without The Times?

U.S. Plans Overhaul on Secrecy, 
Seeking to Open Millions of Files

!

Security Council Drafts , 
Proposal on U.S. Secrets ’

z !

By TIM WEINER
Special to The New York Times 

WASHINGTON. March 17 - At
President Clinton's instruction, the Na­
tional Security Council has drafted an 
order that would overhaul Government 
secrecy rules, make public tens of mil­
lions of classified documents from the 
cold war and reduce the number of new 
secret records, Government officials 
said today.

The order would create the least 
secretive policy on Government
records since the birth of the modern 
national security apparatus in 1947.

The order would require the auto­
matic declassification of secret docu­
ments after 25 years. Only the head of 
an agency, like the Secretary of De­
fense or the Director of Central Intelli­
gence, would have the power to stop a 
document’s release. Newly created se­
cret documents would be declassified 
after 10 years at most. The new order 
would also establish a Government­
wide database and directory of declas­
sified documents available to the pub­
lic.

The policy calls for Government offi­
cials to err on the side of openness 
when weighing whether a document 
should be classified in the first place.
That would reverse the balancing act 
required under the prevailing execu­
tive order issued by the Reagan Ad­
ministration in 1981. Today the pre-! 
sumption is that documents should be 
secret; once secret, they can remain 
sealed indefinitely.

President Clinton ordered a review

of secrecy rules last April. After nearly 
a year of heated debate, the council 
today sent the draft Presidential order 
to the Central Intelligence Agency, the 
Pentagon, the State Department and 
other agencies for comment. If Presi­
dent Clinton signs it, as expected, the 
new rules could begin to take effect by 
the end of the year.

By the end of the century, most mili­
tary and intelligence records from the 
beginning of the cold war to the end of 
the Vietnam war would be available to 
scholars and students of American for­
eign policy, Government officials said.

Billions of pages of secret records 
from those decades are locked away at 
the National Archives, the Pentagon, 
the C.I.A.’s headquarters, the State De­
partment and in classified document 
depositories throughout the nation. 
Scholars of the cold war liken their 
knowledge of its inner workings to a 
few islands jutting above the surface of 
a secret sea.

The ocean of classified documents is 
so large that no one in the Government 
knows how many secret records are in 
it. It includes yellowing papers from 
1916, before the American entry into 
World War I, analyzing that war in 
Europe. But among its other docu­
ments are Pentagon assessments of 
the benefits of launching a pre-emptive 
war against the Soviet Union in the 
1950’s, C.I.A. analyses of the Vietnam 
war and White House records of plans 
to recreate a national government if

documents that have passed the sched­
uled declassification date but contain 
information that still merits protec­
tion," she said.

"Where human sources are in­
volved," she added, "errors can result 
in ruined reputations, imprisonment or 
even death.”

Former intelligence officials say ' 
that foreign spies can exploit declassi-’ 
fied documents even if they do not ’ 
contain lethal information. They use 
the analogy of a jigsaw puzzle, saying 
even a half-completed puzzle can re­
veal the picture on the box.

The House and Senate Intelligence - 
Committees are considering legislation 
similar to the draft executive order. 
Advocates of new secrecy laws say 
legislation can have a more lasting 
effect than an executive order.

The draft Presidential directive 
would create a far more open system 
than one proposed to the National Secu­
rity Council last year by a Government 
panel staffed largely by military and 
intelligence officials. That proposal 
would have ordered the release of most 
Government documents after 40 years. 
Its provisions drew an outcry from 
advocates of Government openness.

the new order gave The New York 
Times an 18-page summary of its main 
points, on the condition that the offi­
cials not be identified. Historians and 
researchers expressed guarded pleas­
ure at its tone and content.

“It's very encouraging,” said John . 
Lewis Gaddis, a leading cold war histo­
rian who serves on a C.l.A. panel that is 
slowly declassifying some documents 
from the 1940's and 1950's. "We have 
had, however, a lot of experience with 
encouraging directives coming from 
the top and then seeing the implemen­
tation of those directives fall short. It 
certainly helps to have a signal coming 
from the top that openness should be 
the rule.”

Under the new order, much sensitive 
information would still be kept secret, ", 
including the identities of foreign 
agents working for the C.I.A., war 
plans, weapons technologies, intelli­
gence methods like code-breaking 
techniques and data that could help a 
foreign power create weapons of mass 
destruction.

The C.I.A.’s general counsel, Eliza­
beth Rindskopf, said that while the ; 
intelligence agency agrees that "the 
end of the cold war has shown the need 
to overhaul the classification system,” 
it remained wary of automatically re­
leasing 25-year-old document.^ a .vt de­
classifying new secret records after a 
decade.

‘Errors Can Result in Death’
Ms. Rindskopf, testifying on Wednes­

day before the House Permanent Se­
lect Committee on Intelligence, noted 
that the C.l.A. is required by law to4*
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I asked well-known pix mavenM. Lancaster 

to handicap the Oscar races for the big 

ceremony nextMonday night These are her 

picks. Best Picture: “Schindler’s List”

Best Actor. Tom Hanks in “Philadelphia.”

Best Actress: Holly Hunter in “The Pi­

ano.”
Best Supporting Actor. Tommy Lee Jones 

in‘The Fugitive.”

LITTLE ROCK—Unlike other reporters who 

hail from the nation’s capital, I did not come 

here on the Whitewater trail.
I came here to visit family and friends. I 

came here because this is home.
There. I said it: I am from Little Rock.

If that seems like an insignificant admis­

sion. you try saying it
Then, stand back. Raised eyebrows, snick­

ers. scowls and disparaging words will be 

heaped upon you shortly.
"^Natives are used to it At least since 1957, 

when Little Rock made the map in one of the 

ugliest episodes of civil rights history, we

• William Goldman, the screenwriter, says 

Spielberg is a mortal lock for Best Director, 

the surest sure thing since Francis Ford 

Coppola was nominated for “The Godfather” 

22 years ago—and lost

□□□
While she was at it did M. want to go 

ahead and predict who’ll be in the upcoming 

Final Four, I inquired.
“The Final Four what T’ she said.

Here’s who I told hen Missouri, Michigan, 

Connecticut, and Kansas.
And if that’s how it turns out—that is, no 

Arkansas—some further predictions:

IUD LION INN 

& CASINO 
In «J<O, NCVADR

Some Restrictions Rpply13™01100'5115 °n dUt>'1 toes and dotes subject to change

Well, given the small population—only 2 

million, total—and the fact that, in any state, 
the movers and shakers are bound to be a 
relative few, it stands to reason that the circle 

of influentials here is more confined than in, 

say, New York City. ’ ’ ?
But if ever there was a place that has no 

moral authority in attacking relationships 

for their coziness, it might well be the city 

that has launched so many of the reporters 
and pundits who are blustering about that 

very thing in Arkansas.
By any reckoning Washington, D.C., is 

Nepotism Central, where it is not unusual to 

find a reporter who is the husband of a 

federal bureaucrat who is the daughter of a 

congressman whose wife is.a lobbyist whose 

parents were the media agent father and 

magazine writer mother of the reporter, who 

is now hoping his son gets that job in the 

White House communications office.

More country than city, more plain folks 

than sophisticate, more down-to-earth than 

hifalutin? That, we may be.
But this ain’t Mayberry. Which is kind of 

too bad. The snoots in Washington and else­

where could leant a thing or two from Andy 

and Aunt Bea. , „

Casino express
Rir Service by

to live here—indeed, the circumstance of 

having even been bom here.
This, allegedly, is the flashpoint for 

hillbillyism, redneckism, racism, sexism, 
cronyism and other disreputable isms, of 

which Arkansans are largely considered ei­

ther willing practitioners or pitiable prod­

ucts. We are, in the eyes of many others, 

inferiors who are to be taken lightly, if at all. 

“Going to Little Rock?’ asked the skycap 

at an airport in a major American city the 

Other night. 
^That’s right,” I said. “Going home.” 

•You’re from Little Rock?’ he asked. 

“Yep. That’s home.”
“Ah, a country girl, huh? Aren’t you scared 

in a big city like this all by yourself?” 

Little did he know, this supposed rube has 

been forged in the fire of erred assumptions, 

so if he was hoping to raise my ire, it was a 

waste of time. Beside being black, being 

female and being a native-born Arkansan, I 

have learned that some battles are worth 

fighting and others are not. 
-4 could have told him about a life replete 

with loving, intact family, indoor plumbing; 

religion; travel; music lessons; and a touch 

of Shakespeare. 1 could have told him that 

the infamous Little Rock Central High School 

continues to chum out an inordinate number 

of National Merit finalists. Or that you can 

see a top-notch performance at the Arkansas 

Repertory Theatre. Or that, in Arkansas, you 
can choose filet of sole bonne femme or fried 

catfish and never regret the choice. Or that 

you can go from Arkansas to the top of your 

field, a la Maya Angelou, the poet; Mary 

•Steenburgen, the Academy Award-winning 

actress; Dr. Joycelyn Elders, the U.S. sur­

geon general; or—hey—Bill Clinton, the 

president of the United States.
I could have told him. too. that the bags he 

was toting at the moment belonged to a coun­
try girl who, just a few hours earlier, had been 
in the East Room of the White House for the 

iZnpteenth time, in the company of the Ameri­

can and Ukrainian presidents, the U.S. vice

president, the secretary of state and the Olym­

pian gold medalist of women’s figure skating.

Instead, true to my Southern ways, I in­

vited him to visit the Natural State, handed 

him a few dollars and watched him disap­
pear behind the doors of an airport shuttle.

Having to defend hearth and home against 

a judgment of unfounded or unlearned criti­

cism and ridicule gets old after a while, but 

,it has yet to become unnecessary.
Lately, with the Whitewater imbroglio 

and all, the national press has taken to derid­

ing Arkansas as a place where everyone 
knows everyone else and is connected either

1(800)258-8800 or 702-738-1826

in “The Age of Innocence.”
Best Director: Steven Spielberg for 

'•Schindler’s List”
Best Song: “Philadelphia” (sung by Bruce 

Springsteen).
With one exception, these are not only who 

will win but who should,

M. avers. (The little girl in 

‘The Piano” might ought 

to win best supporting ac­

tress, but won’t)

Her further observa-

tions:
• The favorites are such 

heavy favorites that there 

won’t even be much point 

in watching the telecast 
especially with Whoopie Goldberg debuting
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X he national urban league is honored to be 

a participant in this historic occasion. Our presence 

here not only reflects the civil rights community’s 

increased respect for, and awareness of, the Urban 

League's role, but most important, it says, and I hope 

loud and clear, that while intelligence, maturity, and 

. strategy dictate that as civil rights agencies we use 

different methods, wc are all united as never before 

on the goal of securing first class citizenship for all 

Americans — NOW.

That we meet here today, in common cause, not
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around elementary human rights, and who would 

even now delay, until after Christmas, the considera- 

tion-of these bills before Congress. 
One should not seek here to atone for his past 

failures as a responsible citizen of the majority 

group. The evils of the past, and'the guilt about it.
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Raise Serious Concerns
J

into space.
NASA officials say that a report on 

Sunday in The Daily News of New 
York that the Columbia went into

’92 ■93
‘Requested

Special to The New York Times

Cape Canaveral, Fla. 
■M^^ESPITE a picture-perfect blastoff of the 
■ space shuttle Columbia on Friday and 

recent euphoria over the successful repair 
of the Hubble Space Telescope, funds for 

upkeep of the nation’s shuttle fleet have been going 
down steadily, touching off a debate over whether the 
space agency is being forced to cut comers and raise 
the risk that its temperamental spaceships might 
break down or blow up.

Private experts say a rush of belt-tightening is 
threatening safety. But the National Aeronautics and 
Space Administration, while conceding that it is 
trimming fat, insists that nothing is being done that 
would endanger the lives of astronauts. NASA offi­
cials say no program change will weaken the agen­
cy’s commitment to put safety first at all times

The winged spaceships are the world’s most com­
plex and dangerous vehicles for the routine transport 
of people. The risk of catastrophic failure during the 
shuttle’s fiery eight-and-a-half-minute ascent to or­
bit, the most dangerous part of the flight, is estimat­
ed by NASA at about 1 in 75 missions and by private 
experts at about 1 in 60. In theory, lapses in mainte­
nance could make those numbers even gloomier.

The Challenger disaster eight years ago, in which 
six astronauts and a high school teacher died, was 
seen as partly a result of tight budgets that caused 
declines in maintenance and repair. Joints on booster 
rockets were known to be weak, but replacements 
arrived too late to prevent a blowtorch-like leakage 
of burning fuel and the deadly explosion.

In December, new questions were raised about the 
booster rockets, which had begun firing unevenly. 
Critics charged that this type of unevenness could 
break the spacecraft apart in mid-flight.

The latest focus of worry is a system that has long 
been considered one of the spaceship’s riskiest: the 
high-pressure pumps that feed liquid hydrogen to 
combustion chambers for explosive burning. Each of 
the shuttle's three main engines is fed by one of these 
high-pressure fuel pumps.

The 3.5-ton pumps are each about the size of an 
automobile engine but generate an astonishing 75,000 
horsepower. This is achieved largely by spinning 
them at 37,000 revolutions per minute, more than 12 
times as fast as the crankshaft of a car zipping along 
at 60 miles per hour. These rotations put huge 
stresses on the 122 turbine blades, each about the 
size of a half-dollar and each producing about 700 
horsepower. The exit pressures from the pump are 
so great that hydrogen fuel, if shot straight up, would 
rise 34 miles.

’’The pumps have been a source of concern from 
day one," Dr. Seymour C. Himmel, a senior member 
of NASA’s Aerospace Safety Advisory Panel, said in 
a telephone interview. The high-pressure pumps and 
similar gear long ago led NASA to conclude that the 
shuttle’s main engines have the highest risk of 
catastrophic failure of any shuttle system, higher 
than even the booster rockets that touched off the 
Challenger disaster.

NASA officials say apprehension about the pumps 
recently soared when defects were found in a num­
ber of their interna) welds, after an anonymous tip 
led to inspections. While no flaw was discovered in 
the all-important turbine blades, the problematic 
welds have been banned from flight hardware and 
have prompted a major inquiry.

“We re under the gun to reduce resources to the 
shuttle," said Dr. Daniel R. Mulville, a senior official 
in the safety office at NASA headquarters in Wash­
ington. “It’s a challenge, but our approach is not to

Continued on Page C9
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Problem Is Reported

Dr. Mulville of NASA headquarters

’90
1987: replacement for Challenger orbiter. 

Source. NASA
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dreds of pounds more, negating one t o 
reason the lighter-weight welded Particularly troubling was weld No.
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Shuttle nghts by fiscal y^r

pump was originally developed.
Another way NASA is trying to cut 

costs is by reducing inspections of 
shuttle parts and repair procedures. 
Inspections skyrocketed after the

..... -a-

♦"W ■ ........

will, on average, be checked by seven 
inspectors at one point or another. In 
all. Congressional experts say, some 
two million signatures and approvals 
are needed before any shuttle thun-

Shuttle Budget
Overall NASA shuttle budget, as appropriated, 

not adjusted for inflation.

Fiscal year budget (in billions of dollars)

compromise safety.”
Joseph J. Trento, a former Con­

gressional aide who follows the shut- Challenger disaster. Experts esti-
tle program for the National Security mate that every time a worker touch-
News Service, a private group based es the shuttle with a tool that action 
in Washington, said the weld troubles
arose when NASA, as part of a cost­
cutting move, began letting the manu­
facturer rather than Federal inspec­
tors verify its pump-assembly work. 

In general, Mr. Trento said, NASA ders off the launching pad.
is playing with fire by trying to run Dr. Himmel of NASA’s Aerospace 
the shuttle on the cheap. “They’re Safety Advisory Panel said that self­

inspection was a broad trend within 
NASA and industry. And it is funda­
mentally healthy, he argued. By fo­
cusing on building in quality rather 
than on weeding out poor work, the 
result is a better product, he said. In 
theory, any problems are caught by 
final inspections.

“They're trying to change the cul­
ture so that the people who do the 
work are given a large part of the
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keeping the thing together with baling 
wire and matchsticks,” he said. “The 
budget is being cut and nobody is 
paying attention.”

Funds for shuttle operations have 
fallen for several years in a row, 
according to NASA. The budget went 
from $4,074 billion in the fiscal year
1992 to $3,870 billion in 1993 and $3,601 
billion in 1994. In the proposed 1995
budget that President Clinton recent­
ly presented to Congress, the funds •responsibility for the quality,” he 
would drop further still, to $3,381 bil- said. “Inspection is often just people 
lion. If corrected for inflation, that is stamping a piece of paper.”
less money than shuttle operations He added: “There’s always some 
were getting at the time of the 1986 degree of risk when you change a 
Challenger disaster. system. But managers are suppose to

Daniel S. Goldin, NASA’s Adminis- dent when the weld flaws in the high- 
trator and a proponent of streamlin- pressure pump slipped past final in- 
ing in what many have seen as a specters, though, according to NASA 
bloated agency, recently told Con- officials, none slipped far enough 
gress that the budget could fall no through the parts system to be relied 
further without raising the risk of upon during the launching of a shuttle 
calamity.

“This is it," he said. "We can’t get 
any closer to the bone.” Mr. Goldin
added. "Based on what we know to­
day, we cannot cut human space space with flawed welds was not ac-
flight any further without impacting curate. Otto K. Goetz, manager for
on safety.” the shuttle’s main engine at NASA’s

While this might seem like budget- Marshall Space Flight Center in
ary grandstanding, a wide variety of Huntsville, Ala., said in response to
experts, including NASA engineers, the article: "We are not flying with
say the situation is serious. faulty welds. If they don’t meet the

One way NASA has trimmed its rigorous standards, we don’t fly.” 
shuttle-budget over the years is by
deferring or stretching out costly
safety improvements. For instance,  
work was halted a couple years ago said the’weid p~robiem’was~disciosed 
on a replacement high-pressure fuel anonymously on Nov. 15 through
pump. While the current pump has NASA’s Safety Reporting System,
more than 300 welds, the new one was which was set up after the Challenger 
tn nn wpldt at all and wac fn jz * r-s

its reliability and making it virtually tions found that the welds were out of
fan-safe,. But it^would also weigh hun- alignment. Adjoining pieces were

mismatched, weakening the joints.
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ered the safety margins early last
Outsiders worry, but
NASA says safety
still comes first.

Consolidation of Contractors Suits the Pentagon
By ERIC SCHMITT

Consolidating an Industry
Recent mergers and acquisitions among U.S. military contractors.

Year Acquirer* Acquired from

1994 Martin Marietta Grumman Grumman

1994 PMC (merger) Harsco-BMY Armored vehicles

1993 Martin Marietta

I.B.M.1993 Loral

1993 Lockheed General Dynamics Aircraft division
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I

the new YORK
times, Tuesday,

march 8,
1994

munities, this is good for the Defense 
Department because it reduces over­
head, and is good for the economy 
because it frees up capital now tied 
up in excess capacity,” said Loren B. 
Thompson, deputy director for Na­
tional Security Studies at Georgetown 
University. Indeed, the pain on Long 
Island will be felt in the elimination of 
an unspecified number of jobs that 
Martin Marietta said today was need­
ed to improve the efficiency of the 
combined company.

The consequences of unfettered 
consolidation extend only so far. In 
contrast to the Bush Administration, 
the Clinton White House has said it 
will subsidize a few critical industries 
that cannot produce widely used com­
mercial products. For example, the 
Navy is seeking to spend $2.3 billion 
to buy a Seawolf submarine that it 
says it does not need. But Pentagon 
officials say it would be more expen­
sive to reopen production lines if they 
are closed than to run them at low 
levels.

Asked if he was in essence picking 
winners and losers in this industrial 
shakeout, Mr. Perry said last fall, 
when he was Deputy Defense Secre­
tary: "1 don't see it that way. We’re 
determining capabilities we need and 
taking action."

Industry analysts say there is still 
enough excess capacity — and ac­
companying cost inefficiencies — to 
warrant broader consolidation.

"The Pentagon wants industry to 
sort it out themselves so Government 
doesn't have to do it for them," said 
Richard Bitzinger, a military analyst 
for the Defense Budget Project, an 
indejiendent research organization. 
"They don't see a situation arising 
yet where there are dangerous mo­
nopolies exercising an unfair advan­
tage. It’s the best way to preserve the 
best parts of an industry at the least 
direct cost to the Government."
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WASHINGTON, March 7 - The 
proposed merger of the Grumman 
Corporation and the Martin Marietta 
Corporation fits snugly in the Defense 
Department’s post-cold-war strategy 
to maintain a smaller but robust base 
of military contractors.

The end of the cold war has left 
military contractors scrambling to 
survive on a shrinking Pentagon 
budget for jets, ships and tanks. The 
Pentagon’s purchases of new weap­
ons and equipment have declined 64 
percent since 1985, military industry 
analysts say.

Defense Secretary William J. 
Perry has urged military contractors 
to carry out an orderly consolidation 
that preserves America’s ability to 
develop the most advanced technol­
ogy at affordable costs and to expand 
again if unforeseen security threats 
emerge down the road.
Retrenching Is Half Done

For the Pentagon, the tricky part in 
all this has been to steer the shrinking 
industry in the desired direction but 
to intervene as little as possible. 
“We’re not going to try to manipulate 
the consolidation of the defense indus­
try, but we want to encourage it,” Mr. 
Perry told reporters in September.

Pentagon officials and industry an­
alysts say the process of consolida­
tion is only about half completed

“Such mergers and realignment in 
the defense industry is an inevitable 
result of the downsizing, and a pri­
vate deal arrived at between two 
highly successful companies to be­
come a single, integrated, more effi­
cient company is very much along the 
lines that Bill Perry is trying to pro­
mote," John M. Deutch, the Under 
Secretary of Defense for Acquisition

the cumbersome system the military 
uses to buy nearly $50 billion of new 
equipment each year. The Defense 
Department is also rewriting regula­
tions to allow the military to buy 
more commercial products. Such 
equipment is less expensive than 
items built to military specifications, 
which were deemed necessary during 
the cold war.

Underlying the Pentagon’s push for 
consolidation and all the other re­
forms is the military’s desperate 
need to cut costs. Commanders face a 
choice between paying for a costly 
acquisition system, including an inef­
ficient industry, or using that money 
to pay and train troops, and keep 
them ready for combat.

In pursuing this course, the Penta­
gon is walking a political high wire. It 
encourages consolidation but is also 
trying to be sensitive to communities 
affected by plant closings and base 
shutdowns by offering economic in­
centives to cushion the blow.

“While this is painful for local com­

mon regarding the pump or anything 
else.

The Justice Department recently 
made public allegations of fraud on 
the part of several NASA employees 
and contractors and declared that its 
investigations.were continuing.

Action on Alternative Pump

Last month, after the weld prob­
lems came to light, NASA requested 
and got permission from Congress to 
renew development work on the alter­
native high-pressure fuel pump, 
which is being built by Pratt & Whit­
ney. It is unclear whether the agen­
cy's move was related to the discov­
ery of the weld flaws.

The episode is one of a number of 
recent events-where tight budgets 
and schedules seem to be squeezing 
the shuttle. Late last year it was 
reported that- the shuttle's boosters 
had shown large variations in their 
thrust, prompting a spate of NASA 
investigations and accusations by 
critics that the problem was a time 
bomb waiting to go off.

NASA officials deny any danger, 
saying the thrust variations do not 
represent a serious problem. Even 
the worst foreseeable spike, they say, 
would be well within the protective 
limits set for me shuttle. But that 
assertion was made after NASA low-

and rebuild the pumps from the bot­
tom up.

Mr. Trento, who has gathered 
NASA documents on the problem 
through the Freedom of Information 
Act, said the situation also involved 
charges of fraud.

After NASA was alerted to the 
problem, Mr. Trento said, the agency 
found that inspection documents had 
been falsified, apparently in an effort 
to prevent the delay of the Hubble 
repair mission in December. "The 
F.B.l. was brought in and is conduct­
ing a criminal probe,” Mr. Trento 
said in an interview.

The manufacturer of the pump, the 
Rocketdyne Division of Rockwell In­
ternational, based in Canoga Park, 
Calif., said it had no comment on the 
pump issue and directed all questions 
to the space agency. A number of 
NASA officials said they would have 
no comment on any F B I. investiga- 

51, which could not be rewelded with­
out taking the pumps apart.

No moving parts had flawed welds. 
Instead, the flaws were located on 
interior casings and areas of the 
pump that helped direct the flow of 
hydrogen. And the welds were to op­
erate under enormous pressures, in 
one case about 7,500 pounds per 
square inch. At worst, Dr. Mulville 
said, their failure would cause the 
collapse of a hydrogen-carrying path­
way, causing the pump and its engine 
to seize up and come to a screeching 
halt.

"It's a safe shutdown,” said Dr. 
Mulville, “not a catastrophic fail­
ure.”

Dr. Goetz said all pumps with seri­
ous alignment problems in their 
welds had been prohibited from space 
flight until a NASA Materials Review 
Board decided what to do. One option 
now being considered, he said, is sim­
ply to reduce the number of times a 
suspect part is allowed to power a 
shuttle. For instance, weld No. 51 is 
normally allowed to undergo the rig­
ors of a shuttle flight 36 times, but 
that number might be lowered to the 
high 20’s, Mr. Goetz said, to reduce 
the risk of a breakdown.

The other option, he said, which 
would be costly, would be to repair

and Technology, said in an interview.
In this transition, Martin Marietta 

has quickly emerged as one of the 
mfost aggressive companies. It 
bought General Electric’s aerospace 
division in 1992 and announced its 
intent^ to buy General Dynamics’ 
space system division last year.

The fate of Grumman, however, 
illustrates the opposite side of the 
acquisition equation. "Frankly, the 
world was going to get an awful lot 
tougher for people in our business,” 
Renso L. Caporali, Grumman’s chair­
man, said today.
Commercial Applications

Pentagon officials say they want 
not only a smaller, healthy military 
industry, but one that is more flexi­
ble. Mr. Perry and other senior Pen­
tagon officials have sought to encour­
age companies to produce both mili­
tary and commercial products, or at 
least to preserve their arms-making 
capability.

At the same time, the Pentagon and 
Congress have pledged to overhaul

General Dynamics Space systems division

IBM Federal Systems

year to keep the shuttles flying. 
■ John E. Pike, head of space policy 
at the Federation of American Scien­
tists, a private group based in Wash­
ington, said the series of recent ac­
tions did not build confidence in the 
future prospects for the world’s most 
complicated flying machine.

“This pattern of activity, of cutting 
back on safety, of issuing waivers, of 
flying with problems, strikes me as 
leading to a situation where the inev­
itable is going to happen sooner rath­
er than later," he said.

Readings Back to Normal

_ CAPE CANAVERAL, Fla., March 
7 (Reuters) — Pressure readings 
were back to normal todav in the 
Columbia’s hydraulic system, reliev­
ing concerns that the 14-day mission 
would have to be cut short.

The positive assessment came af­
ter three days in which the space 
shuttle was plagued by an apparent 
ice buildup in one of its three auxilia­
ry power units. The devices supply 
hydraulic pressure to operate the 
shuttle’s wing flaps and landing gear. 
Space officials said the blockage was 
gone today.
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Required Surgery

Health Plans Force

Even Elite Hospitals

To Cut Costs Sharply

x jsrthose at nearby commu-11 s
figure anymore. You’re just a provider
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ly, with-

a year and handles 550,000 outpatient 
visits. It is moderately profitable on pa­
tent revenue of about S500 million a year, 
thanks largely to fee schedules that can be

i.illy

ler to m,i>.H 
,c°nnecTion with patier-.

Dr. Mansfield

The struggle to cope with managed care 
is especially fierce at Massachusetts Gen­
eral, which consistently ranks among the 
nation's five best hospitals in surveys by 
U.S. News & World Report. It is the lead 
teaching site for Harvard Medical School, 
and its doctors have achieved break­
throughs in areas ranging from gene map­
ping to artificial skin for bum victims. 

Relatively Steep Fees
MGH also is one of the biggest and most 

expensive hospitals in the U.S. The 1.018-
------*----1

At Mass General, Doctors 

Shorten Patients’ Stays, 

Study Radiology Usage

bills.

Departmental Tensions.

Such tensions are playing out in the 
orthopedic-surgery department A team of 
younger doctors, led by 42-year-old John 
Silisicl. is picking over two common opera- 
tions-hip and knee replacements-to look 
for ways to standardize care and rehabili- 
tate patients more quickly.

“This is the way we want to practice,’' 
Dr. Siliski tells a group of nurses at a 
brainstorming session, as he points to a 
vast diagram showing how the typical 
knee-replacement patient should be 
treated, day by day. The flow chart looks 
like something in an auto plant, and no 
wonder. Knee replacements are becoming 
increasingly routine; last year, MGH per­
formed 416 of them.

sons, health plans suspect that some MGH

dozen doctors have agreed to examin^ 
their recent radiology usage-on the condi­
tion that they discuss their findings inter­
nally, rather than with the health plans. 
That’s as it should be, says James Richter, 
an internist at the hospital, adding: In the 
end, I trust our judgment much more than l 
trust a health plan’s.”

Health-plan executives say they don't 
want to be preachy, especially when deal­
ing with a hospital as renowned as MGH. 
“We could say 'We aren't going to pay for 
this’ and end up with a lot of big battles.” 

---------------------------------- |------------------------------Geraicin, 7ufis’s meoicai oi- 
Cmtinued Prom First Page LX rector. "But what we want is for phvsi- 

work with it." says Richard von Rueden, -------- - ---------------------- — . .
the deputy director general.

Like many MGH executives. Dr. von
Rueden contends that if the hospital gets 
things right, it could become a national
model of how to marry high quality and
cost controls. MGH is allying itself with 
family doctors in the Boston suburbs, and 

-it plans to merge with a major local
competitor. Brigham & Women’s Hospital,

Teaching-hospital executives are bet­
ting that they can achieve these savings 
without hurting patient care. They see 
many ways to “re-engineer” care by elimi­
nating waste, getting wort done faster and 
having patients wind up their recoveries In 
cheaper, nonhospital settings.

But unlike big corporations, where top 
management can issue orders to its em­
ployees. hospital executives must deli­
cately sell these strategies to hundreds of 
largely independent doctors. The physi­
cians have final authority in deciding how 
to treat a patient And at many teaching 
hospitals, top doctors earn more and are 
far more renowned than even the institu­
tion’s chief executive.

cally integrated, low-cost medical con­
glomerate that HMDs will love.

The doctors who give MGH its aura, 
though, are deeply split over that ap- . . .. . ------------- --------------- ,
proach. Many say it is necessary and 1S ‘“^charge such patients that night, 
inevitable. A few even like it. But others Similarly, in the gynecology depart- : 
wonder whether fine points of patient J^rage stay for surgery has j

And many older doctors grumble about a mainly hy switching away from big doses ! 
a# *..a*.____ - _ *• • • * Or thof virAiwv A* - * ■ t _- ,

nudged to order fewer tests, discharge fhJv“1!lHf?t1I!?Lpauê !sJ?i?estion t,’a,

different painkillers, patients are^leaving 
the hospital faster.

Such steps save money and improve 
quality, says Arlan Fidler, the head of 
gynecology. They also keep his depart-. Sieo.OOfrra^fijttongtomsplants.

By George Anders »
Staff Reporter of The Wall Street J< .l hsal. 

BOSTON - Paul Shellito’s surgical 
practice at Massachusetts General Hospi­
tal often stretches from 7 a.m. to 8 p.m., 
and he handles a full load of emergency 
cases on weekends. In his spare time, he 
teaches at Harvard Medical School and 
publishes research on colon surgery.

Yet a powerful insurer has been urging 
Dr. Shellito to pick up the pace.

To hold down costs, Tufts Associated 
Health Plans, which hospitalizes more 
than 800 patients a year at MGH, wants 
doctors throughout the elite teaching hos­
pital to discharge patients faster. Some 
physicians squawked at first. But after 
more than a year of detailed case reviews, 
even hard-liners such as Dr. Shellito have 
largely conceded the fight.

“It’s changed the way I practice,” he 
says. “Tufts is very good at finding ways to 
get patients out of the hospital sooner with 
only a little inconvenience. They've put the 
monkey on my back. Now, I’m haggling 
with patients about going home the eve­
ning of the day I see them." 
Changing Routines

The lives of doctors at many prestigious 
teaching hospitals are changing under 
powerful pressure from health-mainte­
nance organizations and other insurers 
that run “managed-care” cost-control pro­
grams. These payers are sending big 
blocks of patients to hospitals that offer 
cost-effective care; they are shunning 
those that they believe charge too much. 

For decades, teaching hospitals were 
nearly immune from belt-tightening 
drives, thanks to their reputations for 
top-notch care in complicated cases. "But 
those days are over.” says William Kelley, 
chief executive officer of the University of 
Pennsylvania Medical System. "Anybody 
who thinks you can attract patients on 
quality alone, without paying attention to 
cost, will go out of business."

In Philadelphia. Dr. Kelley’s hospital is 
-paring $5 million from annual expenses so 
it can land some big HMD contracts. An 
austerity campaign in Minneapolis has 
helped the University of Minnesota Health 
System win three managed-care contracts 
since 1991 - while slashing its payroll 18%. 
And at Stanford University Hospital in 
California, the transplant unit is cutting 
costs sharply to get business; it offered one 
HMD a $40,000 discount on the standard

radiology tests than do those at community 
hospitals - partly because the teaching 
hospital sees unusually sick patients md 
partly because much of the care is pro­
vided by young doctors in training who 
would rather have too much information 
on a patient than too little.
Too Many Tests?

Even avowing for those special rea­
sons, health plans suspect that some MGH 
doctors order excessive tests. Several 
dozen doctors have agreed to examine 
their recent radiology usage-on the condi­
tion that they discuss their findings inter­
nally, rather than with the health plana. 
That’s as it should be, says James Richter, 
an internist at the hospital, adding: In the
end, I trust our judgment much more than l 
trust a health plan's.”

Health-plan executives say they don’t 
want to be preachy, especially when deal­
ing with a hospital as renowned as MGH. 
“We could say 'We aren’t going to pay for 
this’ and end up with a lot of big battles ” 
says Joseph Gerstein, Tufts’s medical di-

cians themselves to say: ThlTisThe^rirtt 
thing to do.’ ”

Sometimes, a friendly approach pays 
off. In the past year, Tufts began paying 
MGH doctors $70 a patient to make an 
extra bedside visit late in the day Instead 
of waiting until the next morning. As a 
result, the doctors are discharging far 
more hospitalized patients in the evening. 

r._, avoiding the costs of another overnight I
in a deal that could create the biggest U.S. stay and saving the health plan a lot of I 
hospital. The aim is to assemble a verti- I2’000 P«r-diein charges.
a.h.. a .. "If there’s one thing that managed care i

sJhat you t*00’1 write in a

- - ” Dr. Richter says. MGH’s new ethoa I
) discharge such natipntc that ni<yh» • a--”———
Similarly, in the gynecology depart-
nt. thf* avpratro ctat/ Mv* enwwM.. 1

wwiiMva wncMavi tuic puxiius ui pauem aw‘ ,,a> i
comfort will be sacrificed to save money. Deen shortened 16% in the past two yean. I
And many older doctors grumble about a n^ain‘y by switching away from big doses !
loss of autonomy as they increasingly feel .narcotics that were easy to administer
nudged to order fewer tests, discharge ‘ 80 ‘"jpaired patiente’ digestion that
patients faster and keep an eye on the “?ey couldn’t be discharged for days. With 

different painkillers, patients are leaving 
the hospital faster.

Such steps save money and improve 
lu^1’_“ys3rlan.FuUer« ti»e head of
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r?2abdi.0fAteachin_g, hospital

But during the past three years, a 
series of shocks showed the elite hospital’s 
vulnerability to a freeze-out by health j 
plans wanting to save money. In 1991, Blue 
Cross & Blue Shield of Massachusetts set 
up an HMD without using MGH at all. 
Then, tost fall. Harvard Community 
Health Plan yanked away its pediatric 
referrals in favor of a rival bid from nearby 
Children’s Hospital. With that one stroke, 
MGH faced the loss of 26% of its pediatric 
patients. Its doctors were alarmed.

"You guys could go the way of IBM,” 
Jay Gellert, a California health-care con­
sultant, warned MGH executives in a 
closed-door meeting last year. "IBM saw 
fundamental change coming but couldn’t 
react to it. So it ended up frittering away 
one of the strongest franchises in Ameri­
can history."

Those events jolted MGH’s administra­
tors and doctors into action. The hospital 
recently negotiated discounts with four 
managed-care plans - including Blue 
Cross’s HMD. These health plans now 
account for about 13% of the hospital’s 
admissions, up from less than 5% in 1991, 
and could hit 25% or more in a few years. 
"We decided that managed care couldn’t 
be ignored and that our best bet was to

Please Tun to Page A10, Column 1
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I in town." Dr. Fuller says. “If we aren't 
judicious in the way we use resources, we 
won't get patients."

Pessimistic Pioneers

A gloomier view comes from doctors 
pioneering new treatments. Thomas 
Spitzer, for example, joined MGH last 
summer to set up a unit to treat breast-can­
cer patients with high-dose chemotherapy 
and bone-marrow transplants. Such ther­
apy is unproven but promising: it can cost 
S100.000 or more and is available only at a 
few dozen top-tier hospitals.

Dr. Spitzer says he doesn't mind a little 
discounting to get business, but he was 
flabbergasted when some out-of-state 
health plans offered to send him patients if 
he would slash total charges to just $50,000 
per case. The implication: If he didn’t 
agree, the plans would go elsewhere.

"I didn’t see this coming at all,” he 
says. To save money, he adds, he might 
have to discharge patients after two weeks 
in the hospital and finish treatment on an 
outpatient basis. Even so, he says, he 
questions whether he can treat patients 
properly for anything approaching $50,000 
each. “If this is managed care. I’m not 
thrilled about it,” he says.

But the bottom-line approach appeals to 
Peter Slavin, a soft-spoken MGH doctor 
who also holds an M.B.A. from Harvard 
Business School. Dr. Slavin heads a hospi­
tal task force that is looking for extra 
efficiencies, and his personal computer 
holds data on 40 projects. Among them: 
creating flow charts that could cut heart­
surgery costs and reviewing use of a major 
antinausea drug in chemotherapy.

“My greatest frustration is the pace of 
change.” Dr. Slavin says. "It takes a great 
deal to get this very proud, 180-year-old 
institution to change so quickly. We’ve got 
40 projects on our list. There should be 
another 100. Yet we’re struggling to keep 
these 40 going.”

Nevertheless, some veteran doctors 
think the tug-of-war between the tradition­
alists and the efficiency squads may be 
good. One is Barry Levine, An MGH inter­
nist who was assigned to spend three 
months helping Tufts review payment dis­
putes at the hospital. Dr. Levine says that 
while his peek inside the HMD’s world 
made him much more attentive to cost 
issues, he hopes that his medical perspec­
tive left a mark on Tufts employees, too. 

“I truly believe that managed health 
care is the answer,” he says. “It’s work­
ing. But we have to be very careful not to 
get overzealous. Patients have human 
needs. You can’t always apply predeter­
mined formulas to them.”

bers to pay 40% of the cost of out-of net 
work hospitalization, compared with zero 
or 10% copayments for in-network care.

Most of the best-known medical centers 
currently count on long-distance referrals 
for a lot of their patients. The University •>( 
Texas M.D. Anderson Cancer Center says 
it gets 25% of its patients from outside its 
local Houston county and 5% from out of 
state. The Cleveland Clinic says it gets 20- 
to 30% from outside Ohio.

Remaining Accessible

The Clinton initiatives "would be a 
serious problem for patients who rely on us 
for services that aren’t readily available 
elsewhere," says David Hohn, M.D. An­
derson’s vice president for patient care. He 
notes that his cancer center was one of the 
first places in the U.S. to offer patients a 
new drug, taxol, for ovarian cancer: now. 
the drug is widely regarded as promising.

At the Cleveland Clinic, however, offi­
cials think that price cutting will keep their 
center accessible to out-of-state patients, 
regardless of how the health-reform deba (e 
is resolved. Lately, the Cleveland Clinic 
has been offering a package of 70 special­
ized services, ranging from lung trans­
plants to heart surgeries, to budget 
minded health plans around the U.S.

To get business, the Cleveland center 
has cut prices enough to win customers 
such as Delta Air Lines and Kaiser Per 
manente, the large health-maintenance 
organization. They send some out-of-sute 
patients to Cleveland, finding it cheaper 
than trying to provide high-tech care to- 
callyi “It. would be more difficult, but we 
could come up with a mechanism to keep 
doing this under the Clinton plan," says 
John Clough, chairman of the dime's 
health-affairs department.

-George Anden

I
i

‘■'Patients who want to go to elite out-of-
state doctors and hospitals could still get . do. The flexible plan^also requires mem­
insurance coverage under President Clin; " "
ton's health plan-but not cheaply.

For decades, many American* have
traveled to renowned centers such the
Mayo Clinic in Rochester. Mipn.. and the
Memorial Sloan-Kettering Cancer Center
in New York without exceeding the limits
of their ipsurance coverage. Those options
aren't bdng closed off entirely, but they
are getting tough scrutiny from both in­
surers and health-system reformers.

Administration officials say-most of the-
curbs are coming from the insurance in-’
dustry, as insurers-try to channel patients
into low-cost networks of doctors and hos­
pitals. One architect of the Clinton plan.
White House aide Walter Zelman, con­
tends that if it is enacted, "people will
actually have more opportunity to go out of
network than they do today.”

Several Options

Although it’s far from certain that the
Clinton plan will be passed in its current
form, the 1,300-page proposal provides the
most detailed gauge yet of what may lie
ahead as Washington takes up the issue.

Under the proposal, people would pick a
health plan from a menu of choices offered
by a regional alliance. At least one of the
options would be a fee-for-service plan
allowing patients to be treated by any
doctor or hospital they wanted. Another
option would let patients go outside their
regular care network as long as they paid
more of the bill themselves.

Those provisions sound reasonable but
may not work as well as the White House
hopes, says-Robert Smoldt, head of plan­
ning at the Mayo Clinic. People wanting to
use nonnetwork hospitals could face siz­
able extra premiums and copayments, he
contends, perhaps to the point that they
would exceed budget targets set by the
health alliances. “We don’t think it should
be up to the alliances to decide what can be
offered to people," Mr. Smoldt adds.

A California precedent suggests that an
out-of-network option wouldn't be cheap.
The state’s Public Employees’ Retirement
System offers a variety of health plans,
much like the menu of choices the White
House is proposing. The main plan that lets
members go outside their network charges
$637 a month for family coverage, about
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That the Russians will make their 
move when the karbovanets com­
pletely collapses is assured; they 
are grand masters at that game. For 

ets occupied eastern Poland, Esto-

z

^sidentChntonmustturnabiind the for^er^t U^nEestlbi HoZ&Z™ 

fnr\tO^ondS ur‘ K^chuk.s request lished a central bank. These insti- failed,even during civil wars 

the have,°P®ned a Pandora’s Estonia realized this and intro-
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etI?nOvmiStu Lu.dwig after m Kiev’s black market. Since
von Mrses. In lus book, Liberahsm, the average length of hvnerinfla- ----------------

The only way Ukraine can shore 
up its defenses and protect its sov-

President
Clinton 
should 
identify the 
weak point in 
Ukraine's 
defenses.

backed, convertible currency, the 
currency board system is foolproof. 
Indeed, no currency board has ever

SsS-S

loday, President Leonid
Kravchuk of Ukraine
arrives in Washington,
where he will meet with 

President Clinton and members of 
Congress. There are two general 
perspectives on the importance of
this meeting. The first is articulat­
ed by Zbigniew Brzezinski in the
current issue of Fbreign Affairs. Mr. 
Brzezinski argues that the West
must create conditions such that 
Russia can’t follow its neo-imperi-
alist proclivities and that the Russ­ 
ian-Ukrainian border is the best
place to draw a line in the sand. The 
second perspective is presented by 
Irving Kristol who concludes that 
Ukraine’s fate is to become “a client 
state, or semi-protectorate of Rus­
sia.” Consequently, the United
States should continue to follow 
President Bush’s advice, which he
presented to the Ukrainian parlia­
ment in his “Chicken Kiev Speech” 
(August 1991): namely, to sing the
virtues of a Russian-Ukrainian
 union. Mr. Kristol (and to a large 

extent President Clinton and Strobe 
Talbott) has it wrong and Mr.
Brzezinski has it right. wait for the moment when he can Russians’ picking. Indeed rotten

If we accept Mr. Brzezinskis per- pounce upon his victim and plunder doors are easier to kick in than solid 
spechve, we must then determine him of his possessions.” With regard
what should be done. On this count, to Ukraine (and the other republics 
Mr. Brzezinski comes up short. Tb of the former Soviet Union), Russia
help Ukraine, he proposes to is confirming von Mises’thesis. Fbr 

pump in more foreign aid. Alas, example, in March of 1993, well

countries that are large aid recipi- was on the scene, officiairof Presb

do™er“led “ consuiar

. , . , . Annexation followed. The same tac-
l« a 5;ear' m*orme£i mind, tic was used most recently (January

ri,;''.- --------- - — V V . r- Clinton should then 1994) in Belarus.
Chinese have generated fabulous T V identify the weak point in
growth from the first day they start- Ukraine’s defenses. The weakest
ed to transform ml 978 and that aid point is easy to determine- the 
to China was negligible.

doctrine and decides to bol'ster the vfrtualTy'i811"Wei*tern' advfsors“

Jn"?ine- “f «?>“ - Mt. of

Ukraine’s dilemma, 
Clinton’s choices 2

^erXtOf^PerfblTnC^,?f oefore ^r- Vladimir Zhirinovsky Sple^W^

22^ •arge “d .recj?1* Yas On 1116 scene>officials of Presi- tb uwupied eastern roiana, usto-
&^^lg^rnrnentt0?d nia, Latvia, Lithuania, and Bessara-

building large embassies in

Egypt, remain mired in socialism would be downgraded to consular

formation policies. When we look at 
the big transformation success 
stop’, China (so far), we find that the
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Despite Relaxed Rules, Military Pursues Ousted Gays to Recoup Payments
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The Navy wants Eric 
Fenner to repay 
enlistment bonus.

has caused, the Pentagon’s reimburse­
ment policy has a practical side. Defense 
officials do not want to invest thousands of 
dollars in a college education for a future 
officer only to see him or her discharged 
for homosexuality shortly after gradua­
tion.

They suggest, moreover, that under the 
Pentagon’s old policy, which explicitly 
banned homosexuals from service, many 
gay service personnel who accepted schol­
arships or bonuses did so under false pre­
tenses. The new policy, which took effect 
last month, allows gay men and lesbians to 
serve so long as they do not reveal their 
sexual sutus or engage in homosexual 
conduct.

But gay rights activists say many young 
people are still confused about their sexu­
ality when they sign up for military duty. 
They see the reimbursement policy as a 
cruel Catch-22 that penalizes gay men and 

1

women for the very quality the military 
teaches them to revere—honesty.

Hart, the Pentagon spokesman, said 
each case is “looked at on an individual ba­
sis” and that “if this revelation came to 
them after they were already in school, 
then it’s very possible they wouldn’t have 
to pay it back.”

The issue first erupted into public view 
in the late 1980s, when the Defense De­
partment sought reimbursement of schol­
arships from three gay ROTC scholarship 
students. After protests in Congress and 
on college campuses, then-Defense Secre­
tary Richard B. Cheney privately ordered 
his military service chiefs to back off, ac­
cording to the book “Conduct Unbecom­
ing” by the late Randy Shilts.

Both Fenner and Keenan insisted in in­

terviews that they did not mislead recruit­
ers about their sexuality. Fenner, the son 
of a Navy officer, said he “just kind of 
avoided” the issue as a teenager and en­
listed in the Navy in part because “I want­
ed some time to think." Early last year, 
Fenner notified his commanders at the 
submarine base in Groton Ct. that he is 
gay, he said, and received an honorable 
discharge. Fenner, now a shipping manag­
er at a corporate office in Rockville, then 
received a collection notice seeking 
$2,046, the prorated portion of his enlist­
ment bonus, according to documents he 
provided.

Keenan acknowledged that the four- 
page ROTC contract she signed as an 18- 

year-old contained a statement “in fine 
print” asserting that she was not a homo­
sexual. But she said she was acting in good 
faith because at the time “1 didn't know I 
was a homosexual."

Keenan, who by that time had been 
commissioned as a second lieutenant, said 
that she notified her Army command of 
her sexual orientarion within two weeks of 
acknowledging it to herself. But the Army 
has continued to press her to pay back a 
portion of the scholarship, a debt that has 
grown with interest to over $24,000, she 
said.

Sgt. 1st Class Dawn Kilpatrick, an Ar­

my spokeswoman, said: “It’s not really a 
homosexual issue, it’s a contract issue. If 
an individual voluntarily takes himself out 
of the contract, they’re required to” repay 
the government for its losses.

Byjohn Lancaster 
Wutangtoo Rost Staff Writer

everal years ago, congressional 
critics and gay activists jumped 
on the Pentagon for trying to re­
coup scholarships and bonuses 

_ from men and women kicked out 
of the military services because they were 
homosexuals. Although the Pentagon has 
since relaxed its rules against homosexual­
ity, two recent cases suggest its collection 
program remains intact.

One of them involves Eric Fenner, now 
23, who received a $4,500 bonus from the 
Navy following his graduation from nucle­
ar power plant training in 1992. Fenner 
subsequently disclosed his sexual status, 
and received an honorable discharge last 
year. Now the Navy wants him to pay 
back a portion of the bonus on grounds he 
did not complete his six-year enlistment.

The other case involves Michelle Keen­
an, 28, who won an Army ROTC scholar­
ship to Vanderbilt University at the age of 
18. Keenan said it was only later, during 
law school, that she realized she is gay, at 
which point she promptly disclosed her 
status to her Army command. Discharged 
honorably last March, Keenan currently is 
fighting the Army’s efforts to collect 
$24,000 the service says she owes for vio­
lating the terms of her scholarship.

“The military can’t have it both ways,” 
said Michelle Benecke, an attorney with 
Servicemembers Legal Defense Network, 
which represents gay service men and 
women. “Based on their merit, the mili­
tary lauded them, accepted them, gave 
them bonuses or scholarships, then for 
reasons totally unrelated [to their perfor­
mance), kicked them out. If the military 
wants to shoot themselves in the foot with 
this shortsighted policy, that’s their prob­
lem."

Pentagon officials declined yesterday to 

comment on the specifics of individual cas­
es, citing privacy considerations. They 
said, however, that as a general rule, ser­
vicemembers accept certain conditions 
along with their scholarships and bonuses, 
one of which is that they will be liable for 
reimbursing the funds if they fail to com­
plete their service obligations.

“This is true not just of homosexuals, 
but any other reason,” said Lt. Col. Doug 
Hart, a Pentagon spokesman. “If they’ve 
got bad grades and can’t make it, they 
may or may not have to pay back the 
scholarship money depending on the cir­
cumstances.” For all the controversy it
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As developing nations emphasize exports, the use 

of child labor increases

I
3

emphasize exports, child 
? _ ~ • t.n ti

many nations ignore their
own regulations, some
are more blatant: lastyear
the Philippines, to attract
investors, abolished fac­
tory age requirements.
World work forces now in- 
clude 200 million chil­
dren, many mortgaged by 
parents to carpet and gar­
ment factories where ac­
cumulated bills for food, 
lodging and drugs (often ampheumines 
dispensed to sustain long hours) make re­
demption of mortgages impossible. About 
half the children in Pakistan s export carpet 
industry die from malnutrition and disease 
before age 12.

U.S. policymakers generally accept 
child labor’s ineviubility. In 1990 the AFLr 
CIO filed a petition to deny Bangladesh 
duty-free import privileges, in part because 
of failure to enforce child-labor laws. Bang­
ladesh responded that “abject poverty com­
pels children to work," and the U.S. govern­
ment dismissed the petition.

Senator Tom Harkin (D-Iowa) and Con­
gressman George Brown Jr. (D-San Ber­
nardino) have now introduced a “Child La­
bor Deterrence Act” to prohibit import of 
products made by children. The Clinton ad­
ministration has not yet endorsed the legis­
lation, but expectation of enactment has at­
tracted international attention. The Philip-

•

IRS

| Child woritw

problem of child labor in a poor country by 
prohibiting contractors from hiring any­
one under the age of 14. It will notchange 
the fundamental circumstancesof the labor 
market We know of no case where a nation

' A
Massachusetts? Should developtng cour» 
tries be any different?”

This argument ignores that no natkm 
emerged from its “sweatshop phase1’ withs 
out decades of popular agitation. In Amen 
ica, a 1917 law finally prohibited children’s 
factory labor but was invalidated by the St*- 
preme Court Congress then imposed high 
taxes on profits from child labor; they too 
were struck down. Child labor was again 
prohibited by codes of the New Deal’s Na­
tional Recovery Administration, also de­
clared unconstitutional. Finally, in 1938, 
Congress passed, President Roosevelt 
signed, and a new Supreme Court accepted 
the Fair Labor Standards Act which out­
lawed children's factory labor and estab­
lished minimum-wage rules.

Opposition was led by the National As­
sociation of Manufacturers and academic 
authorities — the president of Columbia 
University and the former presidents of

See Supply & DiMeat, 16

| I
I
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developed a modern manufacturing ; '

worked in the textile factone.^^^,  ̂; ...

pines announced it 
would reinstate child- x 
labor prohibitions if S 
the bill passed. India's 
carpet industry (with w 
300,000 child laborers) 
reacted to Harkin- 
Brown (and a European 
boycott) with a new cer­
tification label for child­
labor-free carpets.

# Yet most Third 
World authorities con­
demn Harkin-Brown. 
Bangladesh officials 
complain it could “force 
thousands of child 
workers into begging or

prostitution.” UNICEF’s Bangladesh repre­
sentative declared that the proposed law 
“has already done damage to children of 
Bangladesh by evicting them from gar­
ment-manufacturing facilities and depriv­
ing them of imfome.” ‘ t •

In a recent Harvard Busiruu Revim, 
World Bank consultant David Lindauer 
summarized prevailing views: , “If children 
were not in the factory, they might be be*

• R di
fill

N 1991 THE NATIONAL CONSUMERS
League conducted a Christmas boycott
of toys made in China, where 10-year-old

J girls sleep three to a bed in company dor­
mitories and work 14-hour days for as little
as $10 a month.

Eight months earlier. The Wall Street
Journal had described 12-year-old Vicente
Guerrero of Guanajuato, first-ranked in his
school’s general-knowledge exam, but who
was forced to drop out for a $34-a-week
shoe-factory job. The Journal established a
scholarship fund to send Vicente back to
school, but 5 million to 10 million other
Mexican children continue to work illegally.

Last December NBC-TV described WaL
Mart's garment contracting in Bangladesh
where children younger than 13 work up to
20 hours a day and sleep on factory floors

; to earn $7.50 a month.________ IUU1|........ .................
’ \ As developing nations I ct|i|d j. a TM silk fsctwy, 1!
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SUPPLY & DISSENT FROM PAGE 14

Har'vwd and the Carnegie Foundation, for 
example. Arguments of child-labor apolo- 
gistswere nearly identical to contemporary 
development experts’ rationalizations. Ac­
cording to one mill owner in 1916congres- 
sional testimony: “If you raise the limit to 
15 or 16 you would simply exaggerate the 
hardship that would be visited upon large 
numbers of people upon whom God has 
laid poverty.” Today’s elites haven’t stopped 
believing that God supports their eco­
nomic policies; they’ve only renamed him 
the “fundamental circumstances of the la­
bor market.’

' During the Depression it became clear 
that child labor did not alleviate but per­
petuated poverty, children’s work caused 
adult unemployment. Adults worked only if 
pay provided minimal subsistence, but chil­
dren labored for less, to add pennies to fam­
ilycoffers. Whereverchild labor is prevalent, 
it accompanies adult unemployment In 
Mexico today, where 12 percent of children 
work, 10 million adults are underemployed.

couldn’t prohibit child labor because 
Southeastern sutes lured industry with 
promises of deregulation. National legisla­
tion was needed. Likewise, developing na­
tions can’t control child exploitation be­
cause employers retaliate with relocauon. 
Child labor in South Asian carpet indus­
tries burgeoned only after the Shah of
Child labor in South Asian carpet indus­
tries burgeoned only after the Shah of 
Iran banned child labor in 1970, causing 
a rise in Iranian carpet prices. The ban 
drove carpet exporters from Iran, and 
substituted child servitude in India, Paki­
stan and Nepal. When China attempted 
child-labor regulation in 1988, a Hong 
Kong manager for American toy contrac­
tors announced. This is the toy biz. If you 
don’t allow us to do things our way, we’ll 
close down our Chinese factories and move 
to Thailand."

Only a uniform international ban en­
forced by importing countries (with meas­
ures like the Harkin-Brown bill) can pre­
vent such downward spirals. Q3 --

In America, Northeastern states

Southeastern sutes lured industry with 

tion was needed. Likewise, developing na-
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Dear Mack:

I am writing this to you because I know something about what 
the president is suffering inwardly. 1 ‘

 £ ‘ ‘ I want to communicate from my own experience a
thought or two that may help you to help him.
1_________ ~ ‘ .............. "
frustration which he is sure to be feeling.

Mr. Thomas F. McLarty III 
Chief of Staff
The White House
1600 Pennsylvania Avenue, NW
Washington, D.C.

sincere friend,  ---- _ ---- 
\ ‘ ‘ . Even his very best 

friends cannot fully identify with the personal pain, the anger and 
frustration which he is sure to be feeling. I know, because I 
suffered an almost identical ordeal five years ago.

Like President Clinton, I believed so earnestly in my 
innocence of any wrongdoing that I invited an investigation. I 
initiated the action. Like him, I naively supposed that act would 
silence the petty, nitpicking obsession of frivolous fault-finders 
in the press and political opposition and that the final report 

would totally exonerate me of any wrong.

Mack, I underestimated — and so has he — the absolutely 
insatiable appetite in the media for scandal (If they cannot find 
it, they'll invent it.) and the absolute evil of some in the 
Republican party who are not restrained by impulses of human 
decency and will not stop at any slander to attain their ends.

The president surely knows, but must be reassured, that it 
isn't his ethics with which they find fault. It is his 
effectiveness! Because he achieved almost every one of his 
legislative objectives last year and has made a good start this 
year, the political opposition will stop at nothing to distract, 
divert, deflect public attention from the achievements and the 
substantive goals on which he is working. Their success in luring 
the fickle and feckless press away from the main highway onto these 
countless dead-end detours is bound to be agonizing and frustrating 
in the extreme to Bill Clinton.

The next thing in which I sincerely hope President Clinton 
will rest assured is that the public is with him. I almost lost 
sight of that during my own travail. I became so anguished and was 
in such pain assuming large segments of the public must actually 
believe the innuendoes and outright lies being written about me 
that I resigned. I had run up a half million dollars in personal 
legal fees and suffered sleepless nights. My blood pressure soared
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Clinton.

tough guy and a relentless investigator. Hence the stupid and 
insulting subpoenas where a simple personal request would have 
sufficed. It is easy to be dismayed. Try not to be.

Si rely;

and my wife feared I might have a stroke. But here is the point — 
after my resignation, one newspaper which had clamored for it 
conducted a poll revealing that 81 percent of the voters, including 
72 percent of all the Republicans, believed I was innocent and had 
been wronged and would vote for me if i sought my old post back.

The point of this is that, while the obsessive news media 
coverage had made me feel impotent and alone, there was a deep 
reservoir of public understanding and support on which I could 
have counted. I am certain that this very same innate common sense 
of the average people rests like a strong safety net under Bill 
Clinton. He must not lose sight of that fact, however busily the 
media practitioners may seek to obfuscate and obscure it.

Bill Clinton and all of you in the White House need to 
remember that prosecutors and newsmen depend for their advancement 
and sense of accomplishment on finding something wrong. They are 
never applauded for concluding that everything was alright. Fiske 
is human. He undoubtedly feels the spoken and unspoken pressure of 
the media to prove repeatedly that he is not a patsy, that he's a

im Wright

Finally, you need to be aware that there is a wicked cabal of 
holdover appointees from the Reagan and Bush years, particularly in 
the Justice Department, which is disloyal to the core. They do not 
wish the president well. They should have been rooted out early 
last year. U.S. District Attorneys and all Schedule C appointees 
in the Clinton Administration should be team players, loyalists. 
Bill Clinton deserves no less. He does not have that today. If 
there is any doubt of this, I can cite you chapter and verse.

There are other things that I could tell you. Mack. I do not 
want one solitary thing. But I do know what Bill Clinton is going 
through, and I want to do anything and everything I can to help. 
Please call on me if I can elucidate on any of the matters above. 
The only thing I want to be is your friend. I have a feeling that 
you need one.
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entitlement for the poor, which is experiencing the children. " ’

Thomas C. Joe, a senior federal welfare official, in­
serted the 26-word clause that expanded SSI to cover 
children. It appeared in parentheses, as follows: "(or, in 
the case of a child under the age of 18, if he suffers 
from any medically determinable physical or mental 
impairment of comparable severity)."

Joe, 58, now head of a Washington social policy think 
tank, said that expanding the program to cover disabled 
children was part of his “incremental strategy” to assist

same skyrocketing costs as Medicaid.
• Last year, the children’s disability program cost $3.6 
\ billion. It was serving 770,000 at the end of December, 

a number that none of its sponsors imagined possible 
when it was enactea 20 years ago, they say. Because 
disability recipients automatically qualify for Medicaid, 
the program’s rapid expansion also has led to hundreds 
of millions of dollars in additional costs for that entitle­

ment program.
Children’s disability is a component of a larger enti- 

_______ __ f 1 _ -If* « •

or SSI, which provides benefits to poor people who are 
elderly, disabled or blind. By law, entitlement programs 

guarantee government benefits to anyone who meets 
the qualifications set out in legislation or in regulations. 
Federal spending levels are mandatory, meaning they 
cannot be altered unless the law is changed.

THE PRESIDENT HAS SEEN

Costs Soar for Children’s Disability Program
How 26 Words Cost the Taxpayers Billions in New Entitlement Payments

What Can Happen____________ V_______

The history of the children’s disability program illus­
trates what can happen when a law is enacted without 
much debate or study and then becomes subject to in­
terpretation by regulators, advocates and the Supreme
Court.

The new age-appropriate standard that Porter crit­
icizes was written by federal regulators after the Su­
preme Court ruled that the law required the govern­
ment to use a broader definition of disability in deter­
mining eligibility.

Since the court ruling, the number of children receiv­
ing benefits has more than doubled. The decision also
led to lump-sum back payments for some 150,000 chil­
dren who had been denied benefits under the old rules.
These back payments—which averaged $15,000, with
some as high as $75,000—have cost the government
$2 billion since 1991, plus at least $287 million more in 
administration.

In a survey of state disability determination directors
conducted last summer, more than half cited “inappro­
priate use of SSI funding” as the most common concern
in their states. Parents or guardians are not required to
use the money for therapeutic or medical aid. They can
spend the cash payment as they please, as long as it
benefits the child in some way. That rule has been in­
terpreted to allow the purchase of a television set, a 
video game or a car.

"I really have to grapple with the idea that I’m allow­
ing that parent to use the money any way they want to,
fairly certain, given the history, that the child is not 
going to benefit," said a psychologist in the Washington
disability determination office. "And that happens to us
... eight times a day.”

The lump-sum payments revealed what both support­
ers and critics of the program see as the absurdity of 
federal spending rules. Families receiving the back pay-

. . . ____ :
months so that their sudden wealth would not make

There was no consideration of the financial or policy 

consequences or of other ways to aid disabled children, 
according to participants in drafting the original legis­
lation. Nor was there any public hearing that even men­
tioned Joe’s 26-word clause.

Joe acknowledged with some humor that he tucked 
the provision into the 697-page bill in order to sneak it 
through. “I was afraid that too many people were going 
to discover this and it would be a big controversy,” he 
said. “This is a good example of democracy not at 
work,” he added.

By Bob Woodward
and Benjamin Weiser

Washington Post Staff Writers

Nora Cooke Porter, a pediatrician and
lawyer, works on the front lines of the na­
tion’s entitlement system. She can barely
contain her frustration as she flips through
some of the thousands of applications for a
federal aid program for disabled poor chil­
dren that have passed through her Harris­
burg, Pa., office over the last two years.

The files show, she says, that children
who curse teachers, fight with classmates,
perform poorly in school or display charac­
teristics of routine rebellion are often diag­
nosed with behavioral disorders and there­
fore qualify for the program’s cash benefits,
which average $400 a month. Under a broad
new federal standard prompted by a 1990
Supreme Court ruling, behavior thaFTsn’t
“age appropriate" is considered a disability.

Porter feels her hands are tied by the new
rules. She has tried to block benefits to chil­
dren who, in her medical opinion, are not
suffering from any disability. Her superiors
have overruled her, and she has written de­
tailed rebuttals. Last month, she was sus­
pended without pay for her repeated pro­
tests, and she believes her job as a disability­
review physician is in jeopardy.

Months before her s—nension, she
agreed to be interviewed oecause she be­
lieves that the children’s disability program
is an example of an entitlement system gone
haywire. She hopes that her decision to
speak out will draw attention from congres­
sional or federal investigators.

’ --------------------------w- ments were required to spend the monev within six
___________________ aS1’ trOm A1________________V p.r.nthc «..JJ______ l-L. ___ 1J __ I 

The age-appropriate standard is only the most recent them ineligible for the income-based program, 
flaw in the program, according to Porter and others. Last summer, a group of disability experts and offi- 
They trace the program’s problems to its origin: a cials met in Washington to discuss the mission of the 
vague, little-debated 26-word clause that was hastily children’s disability program. According to a confiden- 
inserted in a mammoth welfare bill passed in 1972. rial memo about the July 19 meeting, a congressional 

Porter’s criticisms are echoed by many others who staff director “questioned exactly what we were trying 
work in the program. They say they sympathize with to accomplish by giving disabled children benefits.” 
the children, many of whom are living in desperate pov- The response: "From a social policy perspective,” the 
erty. But, they argue, the program does little to help . memo said, “it was interesting that no one really had a 
them with their real troubles, especially since the ma- good answer”—not the policy experts, nor the people 
jonty of children who now qualify have mental disorders who run the program, nor even the people who oversee 
rather than physical ones._____________________________the legislation.

How to provide for the country’s neediest—the old. . A ... n . 

the young, the poor, the sick, the disabled, the disadvan- Consolation Prize____________________
!,an!ei7hTth0ft !)ankrupting the Treasury has become The children’s disability program began in 1972 as a
one of the central governing questions of our time. kind of consolation prize.

The Senate had just killed the Nixon administration’s
proposal for a guaranteed minimum income for poor

the children, many of whom are living in desperate pov-
* *L • __ j

them with their real troubles, especially since the

rather than physical ones.
How to provide for the country’s neediest—the old

I’ ‘ ___________________ '
taged—without bankrupting the Treasury has beconie 

one of the central governing questions of our time.
Earlier this week, The Washington Post published a 

series of articles on the rising cost of Medicaid, the 
health insurance program that is the government's
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To implement the high court’s ruling, the agency 

asked a panel of experts to settle the question: What is 
the work of a child?

The panel’s answer, in the form of new regulations, 
is the primary cause of Nora Porter’s complaints. The 
new rules defined a child as disabled if his impairments 
“substantially reduce” his ability to “grow, develop or 
mature physically, mentally or emotionally and thus to 
engage in age-appropriate activities of daily living.” 
These activities ranged from learning, communicating 
and performing in school to interacting appropriately 
with peers and family members.

Social Security officials said the panel was seeking a 
common-sense way of comparing children and adults. In 1 

■ Porter’s view, they failed. “Age appropriate is a ficti- 
i tious standard,” she said. “It applies to the perfect child

The Senate Finance Committee chairman at the 
time, Russell B. Long (D-La.), made a run at killing the 
provision. “Disabled children’s needs for food, clothing 
and shelter are usually no greater than the needs of 
non-disabled children,” his staff wrote in a Sept. 26, 
1972, committee report. It said disabled children 
needed health care and rehabilitative services, not mon­
ey, and noted that Medicaid already covered poor chil­
dren’s health costs in 48 sUtes.

During the closed-door, marathon weekend House- 
Senate conference in October 1972 to reconcile differ­

ent versions of the bill, hundreds of other welfare, Med­
icaid and Medicare issues were being resolved, and SSI 
received little attention.

“It wasn’t thought of as a big deal,” said Frank Crow­
ley, a now-retired senior staffer who worked on the bill. 
“It was one of these annoying little details.”

The 67-page report from the conference made no 

eottlod 1 William Kp|J«>v

a House Ways and Means Committee staffer at the i 
time, has a copy of the only existing conference paper 
about Senate amendment No. 564, which called for 
dropping Joe’s provision. The single sheet reads: “CON­
FIDENTIAL. Summary: The House bill authorizes pay­
ments to children under age 18. The Senate bill does 
not.” The line under “Cost” was left blank.

When the conference report was presented to the 
House on Oct. 17, 1972, Rep. Phillip Burton (D-Calif.) 
rose to praise the new program. “Thanks to Tom Joe, 
this is now a reality,” he said.

WhatlsDisability?

dressing the obvious question: How do you define dis­
ability for a child?

Previously, disability assistance had been premised
on the disabled person’s inability to work. The j -’.rpose
was to make up for lost income. The bill creating SSI
defined a disabled adult as someone “unable to engage
in any substantial gainful activity.”

But children don’t work, at least until they become
teenagers. “It is ludicrous on its face to apply the same
standard to children,” said Joseph Humphreys, a former
congressional staffer who worked on-the 1972 bill.
Humphreys called the 26 words “a punt by Congress"
that left regulators to decide what to do.

The meaning of Joe’s 26 words—especially the
phrase “comparable severity”—has been controversial
ever since. Even today, Joe said, he doesn’t know ex­
actly what the phrase was supposed to mean.

In writing regulations, the Social Security Adminis­
tration, which runs SSI, said an adult was eligible if his
or her disability appeared on a predetermined list of
physical and mental impairments. If it didn’t, the adult
could still qualify by having a personal evaluation that
determined that he or she was unable to work.

The regulations treated children differently. They
had to manifest one of the listed impairments, such as
acute leukemia, chronic epilepsy or serious mental re­
tardation. Because children generally don’t hold jobs,
individual evaluations were not considered necessary.

In the early 1980s, the Reagan administration moved 
,r. -I.-L -I,-, nnmiwr nf rwinlp nn fpdorpl aceiftonr-o nrn.

grams, including SSI. One of the thousands of people af­
fected was Brian Zebley, a 5-year-old retarded boy His
family filed a lawsuit, charging that the government was
illegally denying benefits to Brian and other children.

As the case wound its way through the federal
courts, it attracted a vigorous and passionate advo­
cate—Jonathan Stein, a legal services lawyer in Phil­
adelphia. The legal counterpart to Joe, Stein saw the

courts as a way to extend benefits to the poor. He and a
colleague, Richard Weishaupt, took Zebley’s case all the 
way to the Supreme Court.

Stein spotted the logical flaw in the administration’s 
way of determining eligibility: The “comparable sever­
ity test could not be applied to children unless the
methods of assessing disability in adults and children
were themselves comparable. Children deserved the
same kind of individual assessments that adults were 
receiving, Stein argued.

A Supreme Court case often carries the expectation
that large constitutional, moral or social issues will be

row^v^aH case’ towever, was framed nar- —- -v-jscu vcicion ui me aociai security
laZ In 1990^ Ae ' July 1993

ruled 7-2 in Zebley’s favor”

and any deviation from that allows someone to apply for 
and likplv hp dArlarpd ”

James Perrin, a Harvard Medical School pediatrician 
who helped develop the regulations, said Porter’s crit­
icism was unrealistic and out of touch. He said physi- ’ ’ 
cians need some standard to assess a child’s behavior. 
“None of us can think about children without raising the 
question of age-appropriate behavior,” he said. “There’s 
no way of approaching children and adolescents without 
thinking about that.”

Victory Provides Leverage

j v’^:tor7 8ave ^u111 enormous leverage

federal and state officials, he became the program’s de

Stem regularly threatened to seek contempt-of-court 
citations when he felt the Social Security Administra­
tion wasn’t implementing the rules fast enough. He also 
provided the news media with information of how the 
agency’s foot-dragging was costing hundreds of thou­
sands of disabled children money that the Supreme 
Court said they deserved.

One of Stein’s most significant accomplishments was 
getting Social Security to review roughly 450,000 cases 
dating to 1980, in which children had been denied ben­
efits. This led to the 150,000 lump-sum back payments. 

But not even Stein could do anything about the govern­
ment’s requirement that the recipients spend the money 
within six months to remain eligible for the program. 
Stein unsuccessfully tried to create an exception for back 

payment recipients, calling the rule “Kafkaesque.” 
The rules legitimized and even encouraged shopping 

sprees. In a case that both federal officials and program 
advocates said was fairly typical, Beverly Smith of Green­
ville, Ky., received a back payment in 1992 of $13,000 
for her 11-year-old son, who is hyperactive and was 
deemed disabled under the new rules. Smith, who earns 
about $8,000 a year sweeping up in a local bank, said she 
was shocked to receive so much money at once. 

She used the money to buy a car, a washer and dryer, 
a refrigerator, a stove, a television, a $2,500 computer 
and three jogging suits for her son, she said in a recent 
interview. She also repaired her bathroom, leaky roof 
and collapsed hallway floor.

The computer, she said, has helped her son to sit still 
for long periods of time for the first time in his life. The 
stove had to be fitted with protective glass doors be­
cause her son once started a fire in the kitchen. 

Smith now receives a regular monthly SSI check 
from the government for $446, in addition to Medicaid 
benefits.

In other cases disability money—both the back pay­
ments and the monthly checks—has been spent on ev­
erything from medical expenses not coverea oy Med­
icaid to family vacations. In some cases, families have 
tried to avoid the spending sprees by establishing trust 
funds for the children, but such arrangements are le­
gally complex and prohibitively expensive.

The Social Security Administration does require an \ 
accounting from the person who is entrusted with the <1 ' 
child s check. But the agency does not have the re- re­

sources to scrutinize spending on a large scale A 
guardian is suspended only if an egregious misuse of the 
money is called to the agency’s attention.

“When you get into programs like this,” said Louis D 
Enoff, a 30-year veteran of the Social Security Admin- 

o n you
wnte something that’s very, very tight, then you have 
great difficulty. .,. You’re going to have to follow ur 
with a tremendous administrative detail to follow il

law? !„ 1990 in Sullivan v. Zebley, the SupremTEorn

I cunty Administration to give children the same individ-

over the children’s disability program. According to

- , I — ——» aaw VVVU1UV Ult jJIUgIClJll b Ut

joe s amendment became law without anyone ad- facto supervisor.

ability for a child?
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Benefits paid to families of children judged to be disabled:
IN BILLIONS OF D0UARS
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tkmal problems or conduct disorders that are directly 
attributable to inadequate parenting are being called 
disabilities, and the parents are receiving a cash award 
for having achieved the problem.”

But Leslie Ellwood, a pediatrician with Virginia’s of­
fice of disabUity determination, said just because a dis-

I

p

SOARING COSTS
GROWTH OF THE CHILDREN’S DISABILITY PROGRAM
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these children manifest are largely traceable to parent­
al neglect or abuse," said Carroll. “Behavioral and emo- ;

" ............................... i

Enoff. “And is this really what was meant?”

Researcher David Greenberg contributed to this rennrt
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lot here based on one little statement,” said Louis 
Enoff. “And is this really what was meant?” .
_______________ __ ____________ ■ ■ ■ ♦
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•Figures for 1991-93 do not include $2 billion in retroactive payments made 
after the 1990 Supreme Court ruling.

The children’s disability
I program was enacted in 1972 

as part of the Supplemental 
Security Income program. 
Payments began in 1976. 

Recipients must have limited 
income to be eligible. Two 

examples:
■ A single working parent with 
one disabled child receives the full 
SSI payment of $446 a month as 

long as the parent's earned 
income is less than $1,107 a 
month ($13,284 a year). As 
income increases, the SSI 
payment decreases 
correspondingly; if income 
exceeds $1,907 in any month, 
the family becomes ineligible.
■ A two-parent family with two 
children, one of whom is 
disabled, receives the full benefit 
if its earned income is less than 
$1,685 a month ($20,220 a 

year). Partial payments are 
available as long as the family's 
income level is below $2,576 a 
month. Above that level, the 
family becomes ineligible.

1

children’s cases she has reviewed involve sexual abuse ! 

by a family member.
Kenneth R. Carroll, a psychologist with a PhD and a 

former colleague of Porter’s in Pennsylvania, said these \ 
troubled family situations made him uncomfortable ap- . ; 
proving certain applications. “Many of the problems ; 
these children manifest are largely traceable to parent- ;

head of the Camp Springs, Md.. Social Security office. 
“We don’t even question if they are really disabled. It 
would be improper to do that
teria, you get the benefits."

Many recipients come from troubled families, where 
parents or guardians may have their own addictions or 

pathologies.
Karen Bolewidd, a senior examiner in Maryland for 

eight years, said “at least one-third” of her cases involve ; 
families in which a parent is a drug or alcohol abuser. 
And Maryanne Bongiovani, a psychologist in Maryland 
for five years with a PhD. said a quarter of the 4,000

a

through. What are we going to do? Follow every pennj 
and ask for check stubs? And go see the evidence?” 

Enoff said he wasn’t sure a purchase such as a cat 
should be allowed. “Yeah, they may buy a new car, bul 
it’s not a Mercedes or something," he said. “That’s 
probably benefiting the kid as much as anything, be­
cause he needs treatment and he gets better treatment. < 
... If the child has to go to the hospital once a week 1 
they’re taking a cab now. So you pay for the car pretty 
quickly." He added, “1 mean, I would not buy a car, may­
be, if it was me."

Social Security officials said the evidence of abuse is 
small. “I believe that most people are honest people. ►. 
who really care about their kids," said Barry Eigen, a 
senior Social Security official "They’re not trying tc 
beat somebody out of something. They need this."

Fractured Administration_______________

Administration of the child disability program is di­
vided among state and federal offices in a vast, frac­
tured system where hardly anyone is responsible for 
seeing the big picture.

First, applicants visit federal Social Security offices, 
' where financial eligibility for the program is deter­

mined. Then, the applications are sent to separate state 
offices, such as the one where Porter works in Harris­
burg. The state offices determine medical eligibility. 
Finally, the cases return to the Social Security offices, 
which make the monthly payments and oversee the 
spending of the money.

Doctors and examiners in the state offices make their 
judgments on the basis of applications and medical as­
sessments. They almost never meet the children they 
are evaluating or the parents who are spending the 
money. “Our work begins in the mailroom when we re­
ceive a file and ends in the mailroom when we send it 
back with an allowance or disallowance,” said Myrtie 
Adkins, the Maryland office director.

Meanwhile, the Social Security officials who see the 
applicants have no input on the disability determination. 
“We don’t question the decision," said Ruby Burrell,___

ability stems from poor parenting doesn’t mean the ; > 
children do not deserve assistance. “You don’t want to . 
visit the sins of the parents on the child," Ellwood said. T

To address all these complicated questions, the gov- : 
ernment has now written some 40,000 words to inter- 
pret Tom Joe’s original 26-word phrase. “We’re doing a .

Rise is a result of 
1990 Supreme Court

campaign to increase 
public awareness.*
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Employer Costs for Prescription Drugs

EastPfear, Survey Finds 
yr A Merck & Co. spokesman said grou t 1
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costs was shaved to 8% last year, compared According to IMS America Ltd.

who were covered by health insurance

"The most successful approach we see

Care *n^a^on- Last month, for instance.

costs.
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Lilly & Co. Many experts said they believe advance,

doctor, they can't get time off to take a well
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i Big HMO Group
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Vaccination Rates
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zation-and increased cost-might not in-
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By Ron- Winslow
Staff Reporter of The Wall Street Jolrsal

A big trade group for health main­
tenance organizations is joining the Clin­
ton administration's effort to boost vacci­
nation rates among U.S. children.

The Group Health Association of
America said more than 250 HMOs will
work toward developing strategies for rais­
ing vaccination rates to 90% by 1996.

Currently, about 60% of children are
fully immunized with diphtheria-teunus-
pertussis, or DTP, polio, and measles-
mumps-rubella vaccines, and only about
40% of all children get them on the recom­
mended schedule. One result: in the three
years ended in 1991, some 136 children

I died in measles outbreaks that, public
health officials say, could have been pre-
vented with better vaccination rates.

Legislation aimed at achieving the
90% goal was passed by Congress last
year and officials at the National Vaccine
Project in the Department of Health and
Human Services figured HMOs, which
emphasize preventive care, could help lead
the effort. "We need someone out front to
demonstrate that it's possible to do it,”
said Anthony Robbins, of the National
Vaccine Project.

Under the program, participating
HMOs will determine their 1993 vaccina­
tion rates for their members to esUblish a
baseline, set annual goals for improve­
ment and report on strategies that work
and those that don’t, said Pamela Middles­
tat, director of medical affairs at GHAA.
By disseminating such information, even 
among HMOs that might compete in local
markets, the hope is that overall immuni­
zations will increase and that models for
both HMOs and non-HMO organizations
can be developed. HMOs that serve Medic­
aid patients will be among the partici­
pants.

Experience at some 20 HMOs operated
by United Healthcare illustrates some of
the hurdles facing the initiative. Even
though all the HMOs provide free vaccines,
rates average about 65% to 70%. Dr. New­
comer said a study showed that physicians
frequently missed opportunities to vacci­
nate children when they were brought in
for other reasons. But rescheduling a visit in .----------- - -----lu lIIC »r cs r"’ “ mucn as 
was difficult because while parents can get J corporate costs since prescription tlmes brighter than those from rivals

scph,Mtai

also found that growth in overall health Mail-Order Pharmacies
wUh 7SiS^aVed t0 8% last year' comPared According to IMS America Ltd.. which 
^ th a J-070 Jncrease in 1992. And it collects data on prescriptions dispensed m
jtv°- wth?t,hfOr the first ti"16, a maior' the nation’s Pharmacies, individual pre­
tty 53%, to be exact - of U.S. employees senptions were up 5% in 1993 but those
wer°peWne^iC;Vered by health insurance diStribUted by ™d-orSer pharmacJs

upVn.mX'l "£.‘"a8M'Cm prwam-

’ >n “
more employees into managed care,” said PPOs, costs were uo 5 w i ’ or 
David Rahill, principal at Foster Higgins. called point-of-sennee nS’ - 

The overall results provide further evi- provide members with the ontin^r °S. bat 
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year, .he l„west annual increase since the op.inn - at

Cowaicttng Forces

Sta,! ReporterofTur Wall Street K xsa. of mpmhplchin°' SPOkeSrnan Said growth

HOgsilBs
growth of managed-care strategies to 
contain health costs and pledges from
drug manufacturers to hold down price 
increases.-----------------

distributed by mail-order pharmacies.

organizations, were up 15%.

Increased 15% Las
By Ron Winslow

stall Reporter o/The Wall Street .... „>a,.
NEW YORK - Employer costs for pre­

scription-drug benefits jumped 15% last nlover-drup-mcAhT”'"'' ‘“v,caJC 111 e"‘- 
year, about twice the rate of overall health- usAdr? ? because the plans tend to

hospital and other health-care

negotiate discounts, their increased utili-
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 Conflicting Forces

But the results for drug benefits run
counter to that trend and may reflect a 
vanety of conflicting forces in the market.
or one thing, said James A. Norton, f , ■;-------- '-'■ww is a xey seinnv
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JNew Careers for Criminals
By Arlen Specter

w.

Wastelands Transformed /■A •

By Richard M. Daley

s
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Richard M. Daley is the Mayor of 
Chicago.

only to rob or rape again? Add drug 
dependency to the picture, and the 
parolee goes through the revolving 
door, out of prison and back in.

The anticrime legislation passed 
by the Senate would help in the re­
habilitation effort. Over $1 billion 
would be made available for drug 
treatment and other rehabiliutive 
programs; the Senate also adopted 
my amendment to create a Federal 
office to coordinate and improve job 
placement programs for ex-inmates.

between Chicago and outlying areas. 
The bill’s real virtue is that it uses 

Federal tax dollars to enlist the pri­
vate sector for job creation and envi­
ronmental cleanup. By trading $375 
million in tax credits for $1.5 billion in 
private investment over the next five 
years, government becomes the cata­
lyst for economic development By 
creating a partnership among the pri­
vate sector and local and Federal gov­
ernments, this bill would distribute the 
burden of cleanup costs.

Putting environmentalists and in­
dustrialists on the same side, it builds 
on our common interest in keeping 
good, solid manufacturing jobs in our 
cities and towns and in broadening 
their tax base, which is critical to the 
viability of urban America. It can 
also slow the runaway development 
that has led to uncontrollable subur­
ban sprawl.

If the program succeeds, it could be 
renewed or expanded after five 
years. If it doesn't, we can try some­
thing else. But we must do something 
to restore these abandoned sites to 
productive use. We must do more to 
keep good jobs and to make our cities 
and towns attractive to new invest­
ment. This bill is a good first step. C 

■<r<

years for a broad range of anticrime 
activities, including building new pris­
ons and hiring more police officers.

Something else needs to be part of 
any serious approach to crime, but 
hardly anyone is willing to advocate it 
because it is unpopular to appear con­
cerned about convicts. I don’t believe 
in coddling criminals — as my record 
as a district attorney and then Senator 
shows — but we need to focus on 
rehabilitating first- and second-time 
offenders before they become career 
criminals.

About 70 percent of violent crimes 
are committed by habitual offenders,

many of them drug addicts. Yet while 
27 states have laws authorizing life 
sentences for such criminals, they are 
rarely used.

When 1 was District Attorney of 
Philadelphia in the late 1960’s and 
early 70’s, my office made major ef­
forts to use Pennsylvania’s habitual- 
offender law without success. Even 
tough judges were reluctant to impose 
harsh sentences because of an unspo­
ken feeling that the defendant had not 
really had enough of a chance to justi- 

abandoned buildings and starting an 
environmental cleanup.

Yet Chicago does not have the re­
sources to clean up more than a hand­
ful of these sites. Under the Federal 
proposal, the city could be eligible for 
$6 million in tax credits, which could 
lead to $24 million in private financ­
ing. That sum would help level the 
playing field in the jobs competition 

tories that are clean and functional. 
In the last six months, two major 
Chicago manufacturers have com­
mitted to relocating to a new industri­
al park on the site of the former 
Chicago stockyards. And a number of 
potential buyers have expressed in­
terest in a 15-acre site on the North­
west Side on which the city is spend­
ing more than $1 million, demolishing

The bill calls for a Federal commit­
ment of $75 million a year in tax 
credits for a five-year pilot program. 
Companies that restore industrial 
sites would receive credits worth one- 
fourth their cleanup costs; and local 
governments would offer grants, 
loans, tax abatements or donations of 
property, and could issue tax-exempt 
bonds to cover land acquisition and 
cleanup.

In Chicago, one of the cities that 
would be covered under the pilot pro­
gram, there are hundreds of aban­
doned industrial sites with environ­
mental problems: asbestos-laden 
rubble, contaminated underground 
storage tanks, illegal dumps and 
hazardous waste. A 50-acre site on- 
the South Side with access to road, 
rail and shipping terminals sits idle 
because no one will invest the mil­
lions of dollars needed to clean it up.

And Chicago recently lost a 40-em- 
ployee metal-stamping firm that had 
been on the West Side since 1954 be­
cause the owners, who wanted to ex­
pand the business, could not find a big 
enough site free of pollution problems. 
After an extensive search in the city, 
the company moved to the suburbs.

There is great demand for old fac­

judges would be far more willing to 
give life sentences to three-time of­
fenders who failed to take advantage 
of it.

Rehabilitation doesn’t merely 
serve the interests of the justice 
system, it means fewer potential vic­
tims. Js it any surprise that an illiter­
ate without a trade or skill leaves jail

Arlen Specter, Republican of 
Pennsylvania, is a member of the 
Senate Judiciary Committee.

There are other ways to encourage 
states to use habitual-offender laws. 
For more than a decade, legislation 
pending in Congress would provide 
Federal prison space for career crim­
inals convicted in state courts. This 
recognizes that such criminals, cus­
tomarily drug offenders who move 
interstate, are really a Federal prob­
lem.

Further reform of the criminal jus­
tice system requires diversion of less­
er cases involving nonviolent first 
offenders out of the criminal courts 
altogether so they can focus on seri­
ous crimes. It requires elimination of 
plea bargaining so that meaningful 
sentences are imposed. And we need ■ 
to reform the Federal courts' review 
of state death fienalty cases to reduce 
the interminable delays.

Admittedly, such reforms do not 
deal with the root causes of crime — 
in particular, poverty, the rise in ille­
gitimate births and the disintegration 
of the family. The future of crime 
control is bleak unless we move on 
many fronts. But Congress can make 
an immediate impact on violent 
crime by focusing on realistic re­
habilitation and then on life sentences 
for criminals who cannot be rehabili­
tated. C

Washington 
•’W” hen Con- 

JL t gress recon- 
% t venes on

> / > J Jan. 25, it
. has a chance

W do some­
thing meaningful about violent crime.

The crime bill the Senate passed 
before the holiday recess4s a start; it
would provide $22.3 billion over five fy isolating him for life — and, besides,

the prisons were so overcrowded there 
was no place to put him.

Not much has changed, except that 
the prisons are more overcrowded and 
decrepit. There is little counseling for 
inmates who are dependent on drugs 
and even less literacy education. And 
there is no meaningful vocational 
training to enable an ex-con to get a 
job, so he returns to a life of crime.

Washington State recently enacted 
a "three strikes and you’re out” law 
that mandates life sentences for those 
convicted of three serious crimes. But 
even in states that follow Washing­
ton's lead, judges are likely to resist 
such Draconian mandates unless 
there are better rehabilitation pro­
grams for first and second offenders. 
If rehabilitation were available,

Chicago 
ince 1960, America has 

lost 10 million manufac- 
luring jobs, leaving a 
wasteland of aban- 

J doned, contaminated 
industrial sites too ex­

pensive and numerous for local gov­
ernments or private businesses to 
restore. Our communities are 
scarred with dangerous, useless 
properties and abandoned factories, 
and jobs have been driven away — to 
the suburbs, rural areas or abroad.

Last summer, I testified before 
Congress on proposed legislation to 
clean up abandoned industrial sites. 
The legislation, which was sponsored 
by Representative Mel Reynolds of 
Chicago and is awaiting action in the 
House Ways and Means Committee, 
combines a package of Federal tax 
credits, private financing and local 
government incentives to get busi­
nesses to take a fresh look at the 
problem.

How abandoned 
factory sites can 

roar to life.

Life sentences, 
sure. But try 

rehabilitation first.
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Nussbaum
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A Lawyer
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nets of an interview when someone ir 
addition to the police is present.

Whether it is the employee of a gov­
ernment agency, a private corporation, 
a newspaper or other media entity, a 
university or even a member of my

 Sa

By Stanley S. Arkin
Speciil to The Netional Law Journal

•

considering that, as White House coun­
sel, his watch includes issues of nation­
al security and other sensitive con­
cerns, and that the White House is the 
nerve center of the world’s most pow­
erful democracy, it is unthinkable, as a 
matter of professional responsibility 
or ethics—or even some hard-to-define 
and elusive “obligation" to the body 
politic—that he would have conducted 
himself other than as he did.
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VINCENT FOSTER'S death was a sad
human event. Because his death,
which was almost certainly self-inflict­
ed, took place in a federal park and he 
was a White House official, an investi­
gation by the park police was expect­
able. The immense media focus on the 
event and the consequent scrutiny of
their investigation resulted in well-de­
served criticism of the amateurish
quality of the police work.

Rather than take steps to correct 
their shortcomings, the police resorted
to the time-despised Washington tactic
of blaming someone else—in this case,
leaking an inflammatory and thor­
oughly unjust accusation that Bernard
Nussbaum, White House counsel,
somehow had impeded their investiga-
tion by acting like a lawyer. This
transparently silly shot at Mr. Nuss- ?transparently silly shot at Mr. Nuss­ 
baum has contributed to a dangerously ,
and disturbingly false impression of 
what a lawyer—any lawyer, for any
client—should do when confronted by a
police or other governmental Inquiry.

Mr. Nussbaum's actions were abso- 
lutely correct and proper. If anything, wlV.h did not at the time' that Mr’, chronicled in legal decisions and news-

or getting the edge is the object, is as 
naive as it is redolent of a mindless 

 antipathy for the legal profession.

Ya^k'sArkin Schaffer <t Supine and a False Impression
fellow of the American College of Trial TL— 1------------ £.11.1—1------- 11— 11__1
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There is some folkloric notion that 
Lawyers, is a regular columnist far the law enforcement interviews are more 
New York Law Journal on the subject effective if the person being questioned 
of business crime. is unaccompanied by a friend or coun-

!
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The park police now complain.

Nussbaum hindered their Investiga- paper reports, informs us to the con- 
tion by insisting that a member of his trary. Truth, balance and an absence of 
staff be present at all interviews of overreaching are the more Proy‘
White House personneL

No lawyer in his right mind would
have done differently. The perception
of some press pundits that Mr. Nuss­
baum's acts were dictated by his expe­
rience in a gamesman’s arena of cor-  
porate litigation, in which concealment family or yours, a basic desire to en­

sure fairness and accuracy suggests 
that a witness not be left alone with the 
police. This is not the wisdom of paro­
chial lawyering", I cannot believe that 
any intelligent person, be it a CEO of a 
company or a manager of a delicates­
sen, would think otherwise about his or
Continued on page A18



After Foster’s Death, Counsel Acted Appropriately

 

What Mr. Nussbaum

accurate reporting.
 

and under what circumstancea, was How else could he have acted and not

agendas. But it Is the truth that law­
yers played the pre-eminent role In 
fashioning what is the world’s most vi­
brant democracy, productive economy 
and tolerant society. Neither Mr. Nuss­
baum nor the bar of which he is a part 
should be condemned for doing what 
lawyers do best, and that is make ef­
forts to effect rational, honest and so-

Continued from page A17

her employees or family members.
More to the point, what Mr. Nuss­

baum did was designed to assure a fair 
and accurate reporting of what was 
said; It also was reflective of ordinary 
prudence for him to keep himself in­
formed of what was being learned, if 
anything. After all, Vincent Foster was 
an important functionary of the White 
House. An investigation of his death 
was of Justifiable Interest to his em­
ployer.

Then there is the matter of the 
Whitewater file—a set of papers relat­
ing to an Investment by the president 
and first lady—found among Mr. Fos­
ter's papers and promptly sent by Mr. 
Nussbaum to the president's personal 
lawyer, a member of one of our na­
tion’s most respected law firms.

With pious yet thoroughly unfair re­
minders of Watergate, there is now the 
suggestion that Mr. Nussbaum should 
have given the file to the park police or 
the Department of Justice. But the file 
consisted of personal and private pa­
pers of two people who happen to be 
the president and first lady. It had 
nothing to do with the business of gov­
ernment. Nor could it, at that time, in 
any reasonable sense or predictable

manner, have been said to relate to Mr.
Foster's death. What is important Is
that the file was not destroyed, altered
or erased (speaking of Watergate). It
was maintained and secured by its de­
livery to a responsible personal repre­
sentative of the president.

Private Documents
The president's personal papers, par­

ticularly those relating to a time be­
fore he held office, are by no means
public documents. What Mr. Nuss­
baum did was not only what any com­
mon-sense, decent person would have
done; it was also his obligation. Wheth-  anu ov­
er the papers should be made public, before producing them for the police; dally constructive resolutions to ques-

-------------------------------------------------- 1 lions and conflicts.

and is a personal decision to be made 
by the president in consultation with 
his personal adviser. This was not, and 
could not properly be, a call made by 
the White House counsel.

The most patently inane slight visit­
ed on Mr. Nussbaum is the complaint 
that he failed to give free and unsuper- 
vised rein to the park police In their 
search of Mr. Foster’s office and that 
he exercised some discretion as to 
which documents he would allow them 
to review and take. Had the police

did was designed to 

assure a fair and

ley, Grade Mansion or, for that mat­
ter, the offices of any person in busi­
ness, the arts, media or education, it
would have been refused and consid­
ered ridiculous and offensive. Mr.
Nussbaum would have been viewed as ----- ------ J vw
irresponsible, if not reckless to have channe,fl ot lhe ordinary tasks of their 
allowed a White House office to be !°.bA°r h^e <:,OS®d .*nd r.,g,d
searched in an unsupervised manner
by police who had no idea of what they 
were looking for and no training, clear­
ance or sensitivity with respect to mat­
ters of national security and other 
extraordinary Information that re­
sides at that location.

As for the documenta he reviewed

himself be guilty of security and ethi­
cal violations? There was no conceiv­
able need—In the most aggressively 
Imaginative, paranoid scheme of 
things—for the police to have untram­
meled access to all White House docu­
ments in Mr. Foster's office.

There is a tendency by some, espe­
cially within the media, to character­
ize what lawyers do as narrow and 
selfish, and lacking In appropriate so­
cial and political vision. When lhe law- 

 yer In question functions In an impor-
sought free run of the Pentagon, Laiig" tant and “ensitive public position, that 
.... ■ ... ' sort of criticism often takes on a shrill

and righteous quality.
The answer is that there are lawyers 

—Just as there are Journalists, profes­
sors, social workers and bus drivers — 
who may not see beyond the narrow
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SUBJECT: SECURITY CLEARANCES

I also recognize the human dimension in dealing with individual cases.

I will provide further guidance to the staff as necessary.

I am in the process of fully reviewing the procedures and individual cases to 
ensure that the cases have been appropriately handled and have been applied in 
a consistent manner.

I take these matters very seriously and see no reason to think that individual 
cases have not been appropriately handled.

Security clearances for White House office personnel are the responsibility of 
the Counsel’s office.

MEMORANDUM FOR LLOYD CUTLER
SPECIAL COUNSEL TO THE PRESIDENT

The Washington Post wants to follow up on the conversation between Bill Kennedy and Ann 
Devroy. I propose that you talk with her and make the following points:

JOHN PODESTA
ASSISTANT TO THE PRESIDENT AND 
STAFF SECRETARY
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WASHINGTON

March 16, 1994
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72221-9964

Dear John: •«
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See you soon.

Sincerely,
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John E. Barnes
Smith Barney Shearson Inc. 
Post Office Box 25120 
Little Rock, Arkansas

t '■

>?

I appreciate your advice about the markets, as 
well as your offer to provide counsel from time 
to time. I hope you'll feel free to write me 
any time you see fit.

Thanks, too, for letting me know about your 
trip in July. While I never know what my 
schedule will hold, I hope to have a chance to 
see you when you're here. Please call Nancy 
Hernreich (202-456-6610) when you have more 
details.

jjl

Thanks for your letter of March 8. It was good 
to see you recently and to have a chance to 
visit. I'm glad you enjoyed your visit to 
Washington.

• • ■r * *

i ■ 
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Smith BarneyShearson

March 8, 1994

Dear Bill,

(more)

SMITH BARNEY SHEARSON INC 
TWO HNANQAL CENTRE 
10825 FINANCIAL CENTRE PKWY
LITTLEROCK. AR 72211
(800) 879-0089 Toll Free

The Honorable William J. Clinton
President of the United States
The White House
1600 Pennsylvania Ave.
Washington, D.C. 20500

JOHN E. BARNES
VICE PRESIDENT
FINANCIAL CONSULTANT
(501) 221-6352

On a personal note, I was flattered that you took the time 
to obtain my views on the financial markets. Working "on Wall 
Street" but geographically away from it, we sometimes have a 
better view of the overall picture. As I mentioned to you^a 
moderate interest rate fluctuation and moripral-p inflation _js the 
]£gy to keeping the economy grovring steadily. I also think the' 
economy will be the key to your re-electTon. You may be able to 
improve health care coverage for the masses, and you certainly 
have been successful in bringing about a decline in the deficit, 
but people will vote their pocket book. I'm not telling you 
anything you don't already know. I know you have several 
gualified economic advisors, but if you need an Arkie's viewpoint 
from time to time, let me know. I would be happy to oblige.

I called Nancy and told her of your inquiry, and she was 
also flattered that you had thought of her. She would like to 
come to Washington and bring Muffin. We have talked about meeting 
there with our children so they could see Washington. I've 
decided to bring Christy, my oldest, and Megan, my youngest, 
along with my wife Debbie on July 18-22. Nancy and Muffin will 
gqtn us there,. Nancy, Debbie and I lind our children would"!ike to 
see you and maybe a VIP tour of the White House if possible. 
Christy still remembers the time you escorted her back from 
Washington seven years ago when she came up with me but returned 
early because I had meetings to attend.

It was good to see you recently during my visit to
Washington, D.C. for the annual legislative conference of the 
Association of Community College Trustees. As you may remember, I 
got involved in the community college effort because you 
appointed me to the newly created Pulaski Technical College Board 
of Trustees in 1991. We are doing great things in Arkansas with 
community colleges and I hope you will use them as one of your 
vehicles to implement the Reemployment Act of 1994.



Give my love to Hillary.

Sincerely,

ohn E. Barnes

&
^\are^9°ing through a tough time wd

When I saw you last week,

Detore, and I know you can deal with this issue. Just remember, 
mere are a lot of us who have walked beside you all along your 
road of public service. Though we may not be as vocal as your 
adversaries, remember we are still with you every step of the

■

... ..is.- ■
a

pressure of Whitewater being pushed upon you by the Republicans/ 
When I saw j took special note of the fact that
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The attached has been forwarded 
to the President.

THE WHITE HOUSE

WASHINGTON

MACK MCLARTY
GEORGE STEPHANOPOULOS 
DAVID GERGEN
MARK GEARAN 
DEE DEE MYERS

FROM: JOHN D. PODESTA 
Assistant to the President and 

Staff Secretary

DATE; °3/18/94
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THE WHITE HOUSE

WASHINGTON

S4t^Fll7March 17, 1994

INFORMATION

MEMORANDUM FOR THE PRESIDENT

FROM:

Response to U.S.-Japan Trade ArticlesSUBJECT:

Glassman's points are in bold, followed by our thoughts:

The real problem is that the 
We don't want to restrict

This memorandum responds to a few questions you raised in the 
margins of an article on U.S.-Japan trade by James Glassman. 
(You noted that the article was more targeted than most attacks). 
We have also attached a recent Wall Street Journal Op Ed piece by 
Laura Tyson, addressing many of these issues.

P5:^

The U.S. runs trade surpluses with some countries, deficits with 
others. That's the way trade works. We should not focus so 
keenly on the deficit with Japan. Of course free trade does not 
mean perfectly balanced trade, but the imbalances with Japan have 
been large and sustained -- a problem most of the world shares. 
That's why we have consistently focused on Japan's global current 
account surplus, which was $130 billion last year -- or 3% of 
Japan's GDP, a very high percentage by developed country 
standards. The global measure better demonstrates that this is 
not a commonplace bilateral deficit, but a global imbalance that 
slows the pace of economic expansion and job creation in other 
nations, and destabilizes the world trading system. The 
workings of comparative advantage, the real source of benefit 
from free trade over the long term, are seriously impeded when 
the second largest economy in the world has relatively closed 
markets.

ROBERT RUBIN
ANTHONY LAK^l/

The real problem is that the U.S. buys too much from Japan, 
particularly cars. We don't agree.
U.S. doesn't sell enough to Japan.
trade.

U.S. exports to Japan are roughly in line with U.S. exports to 
other countries. This observation is not a very meaningful one: 
how much a country trades with another country is affected by 
size, proximity, and other characteristics such as natural 
resource endowments. Glassman particularly noted that our 
exports to Germany and France were similar, as a percentage of 
those countries' GDPs, to our exports to Japan, as a percentage 
of its GDP. But France and Germany are in the middle of a 
European Union with a number of highly-developed trading partners 
in close proximity. Japan is not in that position.



2

Attachments
Tab A Washington Post - Glassman
Tab B Op Ed by Tyson

The Japanese system in fact is rigid and inefficient. American- 
style capitalism is winning out. We should not emulate Japanese 
government interference, as we did with the recent Saudi/Boeing 
sales. Japanese protectionism can make its industries less 
efficient (although there is often intense competition among 
Japanese companies). Many U.S. industries are coming back 
precisely because they did face tough international competition 
in the 1980s (e.g., cars, semiconductors). But government action 
like the Boeing sale generally only counters practices in which 
other governments routinely engage. It's not clear that those 
kinds of efforts have not been successful or make industries less 
competitive.
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Japan’s Trade Surplus Matters

Industry, found that prices of traded goods

in the U.S.

1

again is yes.

Ms. Tyson is chairwoman of the presi-

and lower prices for their consumers.
If the Japanese markets were truly 

open, as many Japanese claim, traded 
goods would sell at “international prices” 
adjusted for transportation costs. In fact, 
however, traded goods sell at far higher 
prices in Japan than in other countries.

tural barriers in Japan. Such barriers 
have also created large, lucrative and pro­
tected domestic markets that have pro­
vided Japanese companies the experience, 
the scale and the profits they needed to

Japan’s distinctive dif­

ferences are the result of a 

host of structural impedi­

ments to imports. Does it 

matter that many of 

Japan’s markets are largely 

closed to foreign competi­

tors? The answer once

elation for foreign goods, and foreign pro­
ducers would develop a greater commit­
ment to their Japanese clientele.

In such a world, Japan's import share 
would rise gradually over time, and this 
would mean substantially greater sales for 
Japan’s trading partners. As an illustra- 

For example, two recent studies, jointly tion, if Japan had the same import share 
conducted by the U.S. Commerce Depart- • of GDP as the U.S., its imports would be 
ment and Japan's Ministry of Trade and about $160 billion more a year, and this 

would mean about $20 billion to $30 billion
were on average 37%’ higher in Japan than more in U.S. exports to Japan.

Moreover, forgone American exports to
Japan's distinctive differences are no ■ Japan are not the only cost posed by struc- 

accident; they are the result of a host of
structural Impediments to imports. These
include, to name but a few: a reliance on 
nontransparent and capricious bureau­
cratic control to ensure product safety, do­
mestic cartels, discriminatory practices compete with American companies in 
by the kdretsu. weak enforcement of com­
petition policies, inadequate intellectual 
property protection, and restrictive distri­
bution practices. All of these barriers have

other markets around the globe.

The Motorola Case
An example illustrates the point. Mo­

torola’s cellular telephones are among the 
best in the world. By blocking Motorola’s 
access to Japan’s rapidly growing market. 
Motorola’s Japanese competitors have 
been able to keep their prices up, earn high 
profits and develop competing products. 
Based in their sanctuary at home, they 
have been able to launch competitive 
strikes against Motorola in the U.S. and in 
third-country markets. Similar stories ap­
ply to competition between American and 
Japanese producers in several other in­
dustries, including automobiles, machine 
tools, color television, semiconductors, 
construction and financial services.

Japan’s structural barriers are frus­
trating and costly for all of Japan’s trading 
partners, but they are particularly damag­
ing for the U.S. because Japan is a major 
market for what American companies and 
workers produce best: sophisticated man­
ufactured goods and advanced services 
that provide high-skill, high-wage jobs for 
American workers. Both the level of trade 
and its composition matter to U.S. living 
standards. And Japan’s structural barri­
ers cause continuing injury on both 
counts-by depressing the level of trade 
between the two countries and by distort­
ing its composition away from the sectors 
in which the U.S. has a strong competitive 
advantage.

Prime Minister Morihiro Hosokawa re­
marked on his trip to Washington last 

.month that Japan is now grown up. He is 
certainly correct-Japan has the world's 
second-largest economy and one of the 
richest in the world. But grown-ups have 
many responsibilities. They must provide 
leadership, set a good example, cooperate 
with one another and not take advantage 
of other family members. It is time for 
Japan to act like a grown-up by opening its 
borders to fair foreign competition and by 
reducing its multilateral surplus. Both are 
essential to preserving the health of the 
global trading system.

the same effect: They discriminate in fa­
vor of Japanese suppliers and against for­
eign suppliprsi-And to date none of these 
barriers are effectively covered by the 
General Agreement on Tariffs and Trade.

But does it matter that many of Japan’s 
markets are largely closed to foreign com­
petitors? The answer once again is yes. 
One recent comprehensive study indicated 
that if Japan were ta eliminate all its for­
mal and informal barriers to trade, Amer­
ican exports alone would increase initially 
by between $9 billion and $18 billion. This 
means that American merchandise ex­
ports to Japan might be as much as one- 
quarter to one-third greater in the absence 
of such barriers.

And this is only the immediate effect. 
Structural barriers to the Japanese market 
have had subtle but pervasive effects on 
the behavior of both Japanese customers 
and foreign suppliers. The oft-cited prefer­
ence of Japanese customers for Japanese 
goods is partly the result of the inadequate 
availability of foreign alternatives. And 
the oft-cited unwillingness of foreign pro­
ducers to mount the efforts necessary to 
sell in Japan is partly the result of frustra­
tion with the myriad barriers that such ef­
forts have encountered in the past. In a 
world without such barriers. Japanese

By La iha D. Tyson

Critics of the U.S. position in the 
Framework talks with Japan question 
their central premise namely, that Japan's 
distinctive trading behavior harms its 
partners. Often such criticisms begin by 
pointing out that the bilateral trade imbal­
ance between any two nations does not 
matter. But the tnlaleral imbalance be­
tween the U.S. and Japan is not what the 
talks seek to remedy. Rather, they are de­
signed to address Japan’s multilateral cur- 
rent-account surplus and structural barri­
ers to Japan's markets, both of which mat­
ter very much to Japan's trading partners.

Japan is currently running a current­
account surplus of about $130 billion, or 
3% of its gross domestic product. This 
huge surplus depresses global demand 
and slows the pace of economic expansion 
and job creation tn other nations. A re­
duction of $50 billion in Japan's multilat­
eral trade surplus-which would still 
leave Japan with a current-account sur­
plus of $80 billion, or about 2% of its 
GDP-would mean an additional $50 bil­
lion In demand for the goods and services 
of Japan's trading partners. America's 
share of this $50 billion might be in the $5 
billion to $15 billion range, or about 
100,000 to 300,000 jobs.

Can Japan do anything to reduce its 
current-account surplus? Luckily, yes. In­
creases in public spending and tax cuts 
can stimulate domestic demand, increase 
Imports and reduce the trade imbalance 
without jeopardizing Japan’s fiscal stabil­
ity. Japan's own consumers and busi­
nesses. reeling from the effects of the 
worst economic slowdown since World 
War n, would be the major beneficiaries of 
more expansionary fiscal measures. But 
Japan's trading partners would share in 
the benefits. Fiscal expansion is a win-win 
strategy for Japan and the rest of the 
world-and It was a major focus of the 
Framework talks.

Manufactured Imports
Japan’s current-account surplus is only 

one of the distinctive features of its inter­
national performance. Another is the com­
paratively small share of manufactured 
imports in total Japanese consumption. 
Over the past 20 years, the share of manu­
factured Imports in total consumption has 
increased steadily and perceptibly in all of 
the advanced industrial countries, except 
one: Japan. Today this share is only about 
67c in Japan, compared with more than 
15% in the U.S. and Germany.

Japan also has a distinctively low level 
of intra-industry trade-that is. trade in 
differentiated manufactures within a 
given industry. Japan does import-but it 
tends not to import very much in indus­
tries in which it is a major exporter. Japan 
is a major exporter of automobiles, for ex­
ample. but it imports very few of them. In 
contrast, the U.S. and the other advanced 
industrial countnes that trade with one an­
other tend to buy and sell in the same 
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March 17, 1994

FROM:

GUIDELINES FOR THE PRESIDENT'S REMARKSRE:

- Prepare a triple spaced version for the President.

- Also prepare a single spaced version for the staff 
distribution.

If the remarks are over 25 speech cards long, do not 
prepare speech cards.

- It is necessary to submit, along with the 2 sets of 
speech cards, only a single spaced version of the 
remarks.

The maximum number of speech cards the President wants 
for any speech is 25 cards.

NOTE TO NANCY SODERBERG

PAUL RICHARD j
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THE WHITE HOUSE

FROM: DAWN FRIEDKIN

SUBJECT: ATTACHED LETTER FROM BEN GINSBURG

WASH IN GTO N

March 15, 1994

MEMORANDUM FOR NANCY HE^N^EICH

'HE RESIDENT HAS SEEN 
^-i-1 .

y^€.x-z,. c

My grandmother brought the attached letter to the editor from the Florida Sun 
Sentinel. I thought that with the President’s upcoming trip, he would really enjoy seeing 
such a supportive letter. The letter was written by a friend of my grandmother’s, obviously 
an older American.

V
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President, first lady earn 
good performance review

Get off President Clinton’s back. 
We are very lucky to have a presi­
dent who is working so hard to ’ 
bring prosperity back to our nation. 
Never in our history has a presi­
dent been faced with so many prob­
lems in his first year of office, but 
if given a chance, with a Congress 
that will help, not hinder, his pro­
gress, Bill Clinton will do the nec­
essary job.

Not only do we have a great 
president, but we also have a great 
first lady who is doing a remarka­
ble job on the health-care program 
— on her own time without pay.

Perhaps our president is not an 
angel, but none of us are. The fact 
remains that he is most sincere and 
dedicated in his efforts to get this 
country moving ahead.
• I am proud to be an American 
each time I see the president on te­
levision or acting as our represen­
tative in meetings with other world 
leaders.

Bill Clinton is young, he’s sophis­
ticated and he has all the abilities 
and energy for his high position. 
Let’s get behind him and our talent­
ed first lady and I’m sure we’ll all 
benefit.
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THE PRESIDENT HAS SEEN

1150 15™ STREET, N. W., WASHINGTON, D. C. 20071-9200 5. 1 
TEL: (202) 334-6375 (800) 879-9794

WASHINGTON—According to news stories about his sudden ouster. White 

House counsel Bernard Nussbaum strenuously opposed the appointment of a 

special prosecutor to investigate the "Whitewater'• episode. He was right 

but he probably didn't suspect, poor fellow, that his would be among the 

first scalps collected in this overblown media melodrama.

What was his problem? Meeting! That's what it was. In recent 

congressional testimony, the deputy secretary of the treasury, Roger 

Altman, disclosed that he and other departmental officials met three times 

with Nussbaum and other White House staffers. At these meetings, the first 

of which occurred in October, they brainstormed the possibility that a 

government probe of the failed Madison Guaranty S&L in Arkansas might link 

President and Mrs. Clinton to the thrift as unwitting beneficiaries of its 

dubious financial operations, which cost the taxpayers $50 million to $60 

million.

Since Altman is acting head of the Resolution Trust Corporation, the 

government agency charged with the liquidation of failed thrifts, the great 

pooh-bahs of the press, and other keepers of the national conscience, hit 

the ceiling. They were shocked. As they huffed and puffed, the special 

prosecutor, Robert Fiske, issued no fewer than 10 subpoenas to the said 

meeters. They must explain themselves to his grand jury.

But I wish someone would begin by explaining to me why it is so very 

wicked for White House staff to want information from elsewhere within the 

executive branch about charges and rumors concerning the president—or why 

it is deemed even wickeder for Treasury officials, political appointees

all, to supply it. Since stories that cast a shadow on the personal 

integrity of the president, whether true or false, can impair his ability 

liLJThe^tqnltosi
’ Witters Group
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to govern you might expect his appointees to take a keen interest. Indeed, 

not so long ago it would have been expected that political appointees would 

interest themselves in the president's political well-being.

In the two decades since Watergate, however, Washington has undertaken 

to take politics out of government. It has become so webbed with finespun 

rules and regulations and "ethics" fetishes that government itself often 

takes a back seat to the process of staying squeaky clean. One day soon, we 

shall probably dispense with government altogether, inasmuch as official 

acts, which regularly often involve compromise, regularly interfere for 

that reason with the cleansing process.

Poor Bernie Nussbaum. He is probably a good lawyer and an ethical man; 

but most of his experience was in the legal aspects of New York high 

finance and politically he appears to be all thumbs. He should have known 

that we do not permit meeters to meet these days.

And what is at the bottom of all this? On the day the latest Whitewater 

flap broke, a visiting friend from out of town and I were walking across 

the Ellipse south of the White House. This visitor, a well-informed 

professional historian at a distinguished Southern university, glanced at 

the White House and confessed that he is baffled. President Clinton, he

said, seemed to be doing well, but the capital's continuing absorption in 

the Whitewater business was very puzzling. Was he missing something?

I dutifully undertook a quick education in the ways of Washington. The 

more esoteric such a story appeared, I explained, the more likely it was to 

be largely a concoction of reportorial fancy. "Do you recall,'' I asked, 

"that when it first began to be understood that Earth and other planets 

revolve around the sun, it was believed that their orbits were circular? 

But since that theory conflicted with observation, it became necessary to 

add epicycles—circles orbiting circles—to adjust the theory to

observation. Naturally, the trouble lay all along in the failure to 

understand that planetary orbits are elliptical; but understanding that had 

to wait for Kepler and Newton."

Take that small historical parable, I suggested, as a model of the way 

Washington, and the major media, deal, in these days of ethical cleansing.
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with suspicions of wrongdoing. The suspicions may be groundless, frivolous, 

out of date and nebulous in the extreme, as in Whitewater. But once 

launched, the suspicions will be endlessly refined and recycled to fit 

whatever information comes along, even when it disconfirms them.

The analogy seemed to satisfy my friend and we turned to other topics.

Would that Washington could also.
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GOP leaders admit revenge part
of reason for Whitewater push

new accuse-

I

ment in his near-daily statements "The irony stands out," Mr. a

tlon

owned by their busintM partner

of Kansas has made the same argu- pirt jn those meetings, 
ment tn his near'dilly statements
on the Senate floor during the past Leach'wrote”"if i't'had ncH beenYor

would be no political benefit to it," 
the aide said. Republicans are genu 
ineiy concerned, the aide said, with 
what they see as a "politictiation of 
law enforcement" by the adminis­
tration

Mr. Hyde said It is difficult to 
separate politics from legitimate7^

Iran-contra affair of 19MII7
The Democrats contend that

hearings

"The Democrat-controlled Con­
gress has never been shy about ex- 
ercKing its oversight responsibili­
ties," Mr Dole said, "and there s no 
reason to make an exception for 
Whitewater "

Mr Dole and other Senate Re-

are best left to Special Counsel Rob­
ert Fiske Jr

Mr Fiske has offered the Demo­
crats powerful support for that posi­
tion by arguing that any congressio­
nal hearings might jeopardize his
investigation

The Democrats also dismiss the
Republicans’ fury as a product of concern "fd aa’y there are*iibe?il

dollops of both,” he Mid
But In the wake of the Senate

By Richard Whittle
i>u>m|ton cl Th« D»U»< Uo-n.nj j

WASHINGTON — Republicans
demanding congressional hearings
on the Whitewater affair Insist that
they are Just trying to "get the Con­
gress to do its job," as Rep John
binder of Georgia puts it.

But GOP leaders and aides con
cede that a desire for revenge also
Iles behind their zeal for a congres
sional investigation of President
Clinton's dealings in Arkansas and
whether his administration has
tried to impede inquiries

"You have to remember the posi­
tion that all Republicans have been
in for 12 years, where we were in­
vestigated, sometimes frivolously."
said Rep Henry Hyde, R 111., chair­
man of the House Republican Policy
Committee "If we get a chance to
point the finger, why, it requires o
saintliness that is superhuman, su­
pernatural to act with restraint."

Mr Hyde though not among
those calling for special hearings
on Whitewater, cited two 1992 in- gate

- During that hearing, Deputy

poenas ”
Mr Leacb has vowed to use a 

gan and Bush administrations" as March 24 House Banking Commit- 
one reason the Democrats should tee hearing on the Resolution Trust 
accede to lhe GOPs demand for Corp , the agency handling the 

cleanup of the S4L mess, to bring 
out new facts about the Whitewater 
affair.

Sen Alfonse D'Amato. R-N Y„ 
one of the most vocal senators de­
manding more hearings, has ar­
gued that congressional hearings 
could be structured so as not to

folded It, with no apologies, no
nothing. Mr Hyde said ___________ mi

Senate Minority Leader Bob Dole subpoena the officials who

partisan politics
"The Republicans can't run on _____ _________

the economy, they can't run on hearing that ted to Mr. Nussbaum's 
health care, they can't run on wel- resignation and with nc-.-- — — 
fare and they can't run on crime, so Hona and revelations emerglng al- 
they're going to try to exploit this most daily, the GOP aide said he 
issue," presidential adviser George expects his side to ratchet up the 
Stephanopoulos declared Sunday on pressure.
ABC-TV's This Week. "fve never seen blood In the wa­

in a letter to Mr Fiske this week, ter." the aide Mid, "but this must be 
Rep. Jim Leach. R Iowa, argued that what it's like'' 
a Senate Banking Committee hear­
ing Feb 24 showed that congressio­
nal action might help rather than
Impede his probe. As ranking Re­
publican on the House Banking
Committee. Mr Leach has led the
GOP push to have Congress investl-

the president has seen

two weeks lhe senate hearing producing this

On Monday. Mr Dole cited a Con- troubling Information, your office 
gresslonal Research Service list of would have had no basis to issue 
more than 20 congressional invest!- ihe White House and Treasury sub- 
gations of "alleged executive
branch wrongdoing during the Rea-

publlcans have vowed to block Mr *?_,*r,ere Wi,h Mr Flslte * investiga- 

Clinton's nominee to head the Fed-
eim' DepusiT iusiiTetiCe Cuff uGfil

non.
"We spent over J3 million on 

that wild goose chase, and there
.""'h n£*vere_'.'h'Lj.us’.f,n’,,y ,0 ^i’n«ion‘ Ias7 wwkendTf

White House Counsel Bernard Nuss­
baum. it also prompted Mr Fiske to 

took

PAGE 09

vestigatfons by Democrat-con- During that hearing. Deputy 
trolled committees as an example of Treasury Secretary Roger Altman 
why many of his colleagues are try- revealed that he and top White 
ing to force this Issue. House officials had met with Tree-

The committees looked into the jury officials to discuss a federal 
October Surprise" allegations that investigation of Madison Guaranty 

President Ronald Reagan's cam- Savings & Loan. The failed savings 
paign aides made a pact wPh Iran to and loan was owned by James 
sell Tehran arms if it held Its Amer- McDougal, the Clintons' panner In 
lean hostages until the I9R0 elec the Whitewater Development Corp. 

That disclosure, along with sub­
sequent reports of more White 
House meetings on Whitewater. led

e.m vepw; iiijiug.-c; Corp uniiJ Mr D'Amsto contends that such
hearings are convened. hearings would focus on whether

So far, the Democrats have re- the Clinton administration had act- 
jected special hearings such as ed properly while independent fad- 
those held during the Watergate eral agencies. Including the RTC 
scandal during the 1970* and the and the FDIC, investigated Madiaon 
Iren-contra affair of 19*6X7 .nd related matter*.

The Democrat* contend that A **Dior House Republican aide, 
question* about the Clintona' speaking on condition of anonymi- 
Whitewater real estate vanlure in ty. said such Republican argument* 
Arkansas and whether they benefit- are tincere, evan though they are 
ed from a failed saving* and loan partly motivated by politic*.

"If it w*«n‘t legitimate, there
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DRAFT

In 1992 Americans paid $65.98 billion for health care insurance (excluding

self-insurance and Blue Cross/Blue Shield Plans). In addition, U.S. health insurers

obtained $8.34 billion of investment and other income. Where did this $74.32 billion

go?

Answer:

Health Care Benefits 1/ $27.34 billion (36.8%)

$18.22 billion (24.5%)

Insurance Company Reserve Strengthening $ 2.03 billion (2.7%)

$ 8.16 billionCommissions to Insurance Salespersons (11.0%)

Insurer Operating Expenses 3/ $11.47 billion (15.4%)

$ 1.82 billionOther Insurer Expenses (2.5%)

$ 0.33 billionDividends to Policyholders (0.4%)

Insurance Company Profit 4/ $ 4,95 billion (6,7%)

$74.32 billion 100.0%

2/

3/

4/ Represents a return of about 23.6% (pre-tax) on statutory capital.

Based on estimates that 5% to 10% of payments to health care providers go to malpractice insurance 

and that 25% to 40% of payments go to insurance processing and control costs. These estimates are 

below the medical profession’s own estimates that between 40% and 75% of health care costs are for 

insurance and insurance processing.

Health Care Providers’ Insurance Processing 
and “Defensive Medicine” costs 2/

Over the last four recorded years (1988-1992), insurance company payments to health care providers 

increased by 10.2 percent but insurance premiums increased by 20.3 percent.

Over the last five recorderi yaars (1987-1992) insurance r^mpnny c-tpruses foremployee wagegjmd 

benefit inf'rraEgd by 5'7%-while all other insurance company general expenses increased by 3%
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The President sent you a note
saying that we need a reply to 
Brian Greenspun's letter 
complaining about the FCC's action 
in rolling-back cable rates. The 
President said he was concerned 
about the rate roll-back.

Greg Simon has drafted the attached 
letter for the Vice President's 
approval and the President's 
signature. The letter explains how 
cable operators below a certain 
price benchmark will be given 
special relief and therefore the 
FCC's action is not inconsistent 
with the National Information 
Infrastructure Initiative led by 
the VP.

The draft letter, will go to the 
President once approved by Gore. 
Do you want to respond directly to 
the President?

TOBACK
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actions are

In addition, I support Chairman Hundt's actionsauuiuun ! support Chairman Hundt s actions to restructure his agency so that it can act in a 
more timely manner and effectively implement these regulations. I also have to respect the 
independence of his agency, which as you know is required by law to act on its own to protect 
the public interest in mailers such as this that fall within its jurisdicition

sure you are awaie iliat we are

services therewill continue to be a need to protect consumers

lV

views and am pleased to learn that you have 
your concerns

4•'M

J • ’ •

a , in ,m Slale o' lhe U|,|O" address We both agree that competition is
ore effective tool to control prices and promote innovation than regulation But until such 

time as consumers have alternative providers and free market provision of cable

and cable operators w.th h.gh costs w.H be g.ven spec.a! rehef. For these reasons7nd”e 

there are pass-through provisions for investments in infrastructure, I believe the actions are 
consistent with our National Information Infrastucture Initiative led by Vice President Gore

[POTUS to Brian Greenspun-draft by Dav.d Lvtel. OSTP (6-6037) 7 Marclf FP^ENT HAS SEEN 

Dear Brian. "S- I 1 uj'

Finally. I'm sure you are au.ne ihai we are trymg to change the law to promote competition in 
the proven of telecommunuahons serv.ces The passage of telecommumcations reform is an 
urgent priority, as I said in ni\ State of the Union address We hnth -------- -

Thank you for your letter concerning the FCC's cable rate decision. 

: met
I appreciate reading your

with FCC Chairman Reed Hundt to also express

As you know, the unanimous FCC action concerned the pricing of basic cable services but 
preserved .he ab.b.v of cable opera.ors ,o creare and offer unregula.ed services The

ommissions First action m April required systems operating above a price benchmark average 
to reduce the.r paces 10 percent The 22 February action brought basic cable rates down an 
additional 7 percent However, cable operators below the new benchmark, small cable operators.
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VIA. TELEFAX

Dear Mr. President,

BRIAN L. GREENSPUN. President _____ ____________
SOO S. VAT T FY VIEW BLVD.. LAS VEGAS, NV 89107-A411
702-259-4003

P.O. Box 4275 
LAS VEGAS, NV 89127-0275 

FAX: 702-259-4143

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 changing- 
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.

MEMBER: AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION - AUDITBUREAU OF CIRCULATIONS • 
_ a. VrsO V- T7k/ec N.TV*r>A CTaTC a. _

Well, thing's aren't fine anymore. Admittedly, I am real angry with the news from the 

Federal Communications Com mission. On a personal basis, the FCC's derision 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 many 

competitors. And it is difficult because the decision this morning 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."

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.

The President
The White House

1600 Pennsylvania Avenue 

Washington, D.C. 20500-2000
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This is madness.

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 thia 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 c-nnfiscstinn of 

capital!

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.

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 complaints 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

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.

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 infrastructure. Has anyone 

even considered the cost to the industry to cure the hundreds of bank default.* 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.
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Respectfully,

Brian.

President Clinton

Page 3,

February 23, 1994

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.

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 administration 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.

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 others on that belief.

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.

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. Whilp. he and others listened, they did not hear. Either that or they didn’t, 

believe me which is even worse.

If I haven’t done so already, I cant tell you how profoundly disappointed I am in the 

way government has not worked this day.

I have been accused of being too naive when it comes to spreading what I believe is 

your message. I still dont 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 dp-fining issues of your presidency ... jobs, growth and responsibility.
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March 11, 1994
Dear Mac:

Regardless, the 60 MINUTES segment seemed to be a turning point

I'm trying to be pushy...but not too pushy!

CBS NEWS, 624 WEST S7 STREET, NEW YORK, NEW YORK 100191212)975^321

This won't sound very "patient,” I know, but I will be in 
Washington this Wednesday and could easily be available!

[

longer than 15 minutes. C 
would be no editing at all.

the nomination, 
that!

Mr. Mac McLarty 
Chief of Staff 
The White House 
Washington, DC

On the truly impatient front, please let me remind you about our 
proposal for an interview next Sunday or the Sunday after. If 
you reach a point where you all decide an in-depth interview is 
in order, but don't want to wait until Sunday, we could even talk 
about a 60 MINUTES Special in the middle of the week.

1)
minutes

Just for the record, between you and me, the interview between 
the Clintons and Steve Kroft ran over an hour. I am told that 
everyone understood that the piece would run the length of a 
normal 60 MINUTES story which is usually 12 to 13 minutes, never 
longer than 15 minutes. So I am baffled how anyone thought there

•\

You recommended a "patient approach." This sounds fine. I am 
available to come to Washington almost any time to meet with 
whomever you suggest. At one point in our conversation you even 
talked about my getting together with the Clintons which sounds 
like a good idea to me.

in the campaign. It is widely believed that it allowed the 
Clintons to put their troubles behind them and march on to win

I wish we could get the Clintons to remember

I don't know whether to be heartened or discouraged after our 
conversation yesterday, but I do especially want to thank you for 
trying to help. All of us at 60 MINUTES would like to clear the 
air with the President and Mrs. Clinton and get this behind us.
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e very best, 

lies ley S 
Co-Edito:

If any of this works, I can be found at 212/975-8726 or at home 
at 212/799-4092.

Again, many many thanks for your kindness in following up on our 
first conversation at Mort's.

iimk 11 • JiJI-TI
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past recoveries, I strongly believe that a directed effort by the 
Clinton Administration to stimulate the economy in these 
neighborhoods is not only good policy, but would be

development groups, small busines 
, financial regulators, and legislators.
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U.S. HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON CONSUMER CREDIT AND INSURANCE 

W1M
COMMITTEE ON BANKING, FINANCE ANO URBAN AFFAIRS

ONE HUNDRED THIRD CONGRESS

ROOM 604 O'NEILL HOUSE OFFICE BUILDING 

WASHINGTON. DC 20618

Given the fact that literally millions of our citizens who 
live in the inner-city have been left out of this recovery and all 

President Clinton has led a very impressive economic recovery. 
The stock market is at an all-time high, housing starts increased 
by 15% in 1993, and 1.6 million jobs were created in the private 
sector last year. However, as the President indicated in his State 
of the Union speech, there are still many people in this country
— primarily minorities and the poor who live in our inner-cities
— who have been left behind by the recovery.

Mack McLarty, Chief of Staff to president Clinton S
Joe Kennedy, Chairman, Subcommittee on Consumer Credit^

and Insurance
10 March 1993 , c*
Proposed Presidential Summit on the Credit Needs of Worker 

Americans

enthusiastically supported by a broad coalition in the Congress and 
the country. Such an effort has the potential to be enormously 
successful and could become a critical and historic part of the 

Clinton Presidency.

Toward this end, I believe that a high visibility national 
summit on the credit needs of residents and small businesses in the 
inner-city would be entirely appropriate. It could be modeled 
after the highly successful Little Rock Economic Sununit that the 
President convened before his inaugaration. The summit would bring 
the President together with banks, securities firms, insurance 
companies, community development groups, small businesses, 
homeowners and tenants, financial regulators, and legislators. It 
would discuss the problems that working Americans have in obtaining 
affordable credit, and focus on the President's efforts to address 
those problems. It would be a forum for the President to lay out 
his vision of public-private partnertships. In addition, it would 
demonstrate the President's commitment to ending poverty not by the 
creation of government bureauacracies, but by ensuring that all 
Americans are brought into the economic mainstream where they may 
advance by their own efforts. The overall goal of the summit would
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be to create a national economic development policy for our 
nation's cities.

The President has already undertaken a number of initiatives 
that demonstrate his commitment in this area: enterprise zones 
legislation, community development banking legislation and reform 
of the Community Reinvestment Act. He has an opportunity to take 
credit for these initiatives and the work that is taking place by 
the regulators who are encouraging lenders to make investments in 
the inner-city.

with the participation of a broad cross-section of people 
from Jesse Jackson to David Rockefeller, I believe the summit would 
be a real winner. And with me as Chairman, how can we go wrong!
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RECOMMENDED I EPHONE CALL

Representative Charlie Rose (D-NC)TO:

Sometime the week of March 7DATE: 11

Patrick J. GriffinRECOMMENDED BY:

To discuss MEN status for ChinaPURPOSE:

BACKGROUND:

ideas with you sometime this week.

TOPICS OF DISCUSSION: 1.

Discuss his idea for compromise.2.

WH Operator

DATE OF SUBMISSION: March 3, 1994

ACTION: 

^6 \

%
i

CONTACT PERSON AND
TELEPHONE NUMBER(S):

Discuss the Chairman's position on 
MFN for China.

Chairman Rose is a strong supporter of the 
Dalai Lama and is thus concerned about the 
Tibetan issue. He is concerned that the 
issue of MFN status for China will become 
increasingly contentious in the coming months 
and is looking to forge a compromise with 
Representative Nancy Pelosi and others. He 
believes that it is urgent that he discuss 
his

SEEN
WASHINGTON

\
March 3, 1994


