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October ri

Dear Mr. President:

people of greater New Haven. Your remarks at the luncheon were stirring; no

The University Commencement exercises consist of a morning ceremony
conferred, followed by a luncheon

opportunity for you to speak at the ceremony, and we would be most grateful if

ship with the leaders of our city and state to address the issues of economic 

encouragement and support.

UNIVERSITY
N CONNECTICUT

The Honorable William Jefferson Clinton
President
The White House
1600 Pennsylvania Avenue
Washington, D.C. 20500

problems of our cities and the role that universities such as Yale can play to assist 
in their solution. In the years to come, Yale will help to forge an active partner-

--- VW A A kA w 
development, education, and social services. I hope that we can count on your

i
I Commencement exercises which will be helcTon Monday, May ')'\i 1994 “

(Memorial Day). As you know, we are also pYtpnHing an invitation to the First

It was a great pleasure and privilege to have you and the First Lady with us 
at Yale last Saturday. Your visit was a momentous occasion not only for the Law 
School and its alumni body, but for the entire University community and for the 

recipient of the Medal of Merit could better exemplify the values to which your 
law school and university aspires. I also was grateful to have had a few moments 
to share with you and the First Lady my concern about the extremely serious

-Lady to_receive an honorary degree of Doctor of Laws at the same lime. Noticing 
cou do tltis’uiuversity'a gieaterTiunui lluui to have the opportunity to bestow 
upon each of you these degrees in recognition of your singular accomplishments 
and contributions to our national life. And nothing could give us greater

W(
/V

on the Old Campus at which degrees are conferred, followed by a luncheon 
^2°-tn?^a!e S honorary degree recipients. As I mentioned, there would be an 

you would do so. No other speeches will be presented: Tfo™:!Ti^teld
I

pleasure or pride than to present these degrees to you and the First Lady on the 
same occasion.

i
!

Let me also formally extQnd_themvitation of the Yale Corporation to you 
to join us to receivg an honorary deggroTDoCtot of Laws at the Yale University

(Memorial Day). As you know,



Sincerely,

RCL:kap

Richard C. Levin 
President

The Honorable William Jefferson Clinton 
October 14,1993
Page 2

the evening before, but we would certainly understand if you would not be able to 
attend both the dinner and the luncheon. If your schedule prevents you and the 
First Lady from returning to Yale to accept an honorary degree next May, we 
would be pleased to invite you to receive the degree instead at the 1995 University / 
Commencement, which will be held on May 22,1995. I speak for all of the '
Trustees in saying that it is our sincere hope that you and the First Lady will be 
able to join us for one of these two Commencements. As you may know, it is a 
Yale tradition that the identity of honorary degree recipients is kept secret until 
the day the degree is awarded.

Jane and I were delighted to welcome you back to Yale. We eagerly look 
forward to hearing from you about the next occasion.
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RECOMMENDED TELEPHONE CALL

TO:
\\JSen. 
\jRep. Sam Gejdenson

DATE: May 19, 1994

RECOMMENDED BY:

PURPOSE:

BACKGROUND: See attached.

1

You will

TOPICS OF DISCUSSION: 1.

2.

3.

To notify the Connecticut delegation 
that Groton, Connecticut has been 
selected as the "preferred alternative 
site" for the homeporting of the
SEAWOLF.

This decision in NO WAY prejudices 
any decisions of the Base
Realignment and Closure (BRAC) '95 
process.

The Secretary of Navy has 
recommended that Groton, CT be 
selected as the "preferred" site 
for homeporting the next SEAWOLF.

Patrick Griffin
Bill Burton

x\/Sen. Christopher Dodd 

\M>en. Joseph Lieberman

Please note that later today the
Secretary of the Navy will notify the 
delegation that the Navy intends to move 
the Naval Undersea Warfare Center (P-
020) to Newport, RI. You do not need to 
inform the delegation of this, 
deliver the good news.

The Navy will soon begin preparing 
an environmental impact statement 
(EIS). While Groton is the 
"preferred alternative site", the 
EIS will explore 2 other 
alternative sites - Norfolk, VA; 
and Kings Bay, GA. The EIS should 
take 12 - 24 months.
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Recommend that the White House notify the Connecticut 

delegation that a decision has been made that Groton, Connecticut 

is the "preferred alternative site" for the homeporting of 

SEAWOLF class submarines.

A key component of the process leading to the Navy's ultimate 

decision where to homeport the SEAWOLF (SSN-21)class will be 

compliance with the requirements of the National Environmental 

Policy Act (NEPA).

As required by NEPA, the Navy is commencing the effort to 

prepare the appropriate environmental documentation that must be 

available when it makes this decision. The documentation will 

explore three alternative sites for the homeport - Groton, 

Connecticut; Norfolk, Virginia; and Kings Bay, Georgia. It will 

identify Groton as the preferred alternative. In the near 

future, a notice of this effort will be published in the Federal 

Register.

The EIS process is estimated to take 12-24 months. if the 

decision is made to homeport the SEAWOLF in Groton, it is 

anticipated that dredging work (which the State of Connecticut 

has offered to fund) would begin in time to accommodate the 

arrival of USS SEAWOLF in her homeport by late 1997.

The decision that Groton is the preferred alternative in no 

way prejudges any decisions of the Base Realignment and Closure 

(BRAC) '95 process. It is being made at this time so that the 

EIS can be completed and the site that is selected can be 

prepared in time for SEAWOLF's arrival.

Public notification of this decision can be coordinated so 

that it can be jointly announced by the White House/Department of 

the Navy and the Connecticut delegation.

White House officials should be made aware of a separate 

unrelated decision affecting Connecticut. It has been determined 

that the Navy will move ahead with military construction project 

P-02Q at the Naval Undersea Warfare Center in Newport, R.l. This 

project was necessitated by decisions made in BRAC 91 and is in 

the Navy Department's best Interests. Members of the Connecticut 

delegation have argued against the project in favor of keeping 

the activities involved in Connecticut. Once the announcement of 

the SEAWOLF decision has been made, the Secretary of the Navy 

will inform the CT/RI delegations that he has decided that the P- 

020 project should move ahead.
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A Game of Shame in Albany

a

i .

.tionship based on a nuclear-free Ko­
rean Peninsula.

The Administration's ill-conceived 
policy of linking the renewal of Chi­
na’s trade benefits with improve­
ments in human rights prevents Chi­
na from being as helpful as it might 
be on North Korea.

In 1992, Beijing sent Zhang Tin-

After his return home. North Kore­
an leaders began to talk about the 
Tumen River area, on the China- 
North Korea border, as a special eco­
nomic zone. Today that area has a 
bustling cross-border trade, much of 
it barter, between Koreans and Chi-

j to see oneor rridreorthose zdnes and 
seemed impressed. "

P-’?
in-

'it;

V I

V

'x

This pattern of development needs 
to be encouraged, and the Chinese are 
well-positioned to help. They do not 
favor sanctions against North Korea, 
and without their participation no 
sanctions will hold water.

Yes, the North Koreans are easy to 
dislike. They pose the most direct and 
dangerous conventional military 
threat we face anywhere in the world. 

, Their army is tough, heavily armored 
and positioned for attack across the 
demilitarized zone. As if that were 
not bad enough, their record of assas­
sinations and international terror, 
particularly from 1968 to 1987, has 
been appalling.

Still, nowhere in the region, includ­
ing South Korea, is there any enthusi­
asm for a confrontation. Conventional 
deterrence, under our nuclear um­
brella, has worked since 1953. The 
South Koreans have not lost faith in 

gyan, China's leading expert on Ko- deterrence. Why should we? 

f the North Koreans are hell­
bent on building nuclear 
weapons, we cannot stop them 
without raising the probability 

i ■ of a second Korean war to a 
dangerous level.

w, Talk of sanctions by the Adminis- 
V'tration and Bob Dole, the Senate Re- 
■ ippublican leader, will be no more po­

tent than our threats in 1968 after the 
;>North Koreans seized the reconnais-
• .sance ship Pueblo and held her crew 
,>,for 11 months.
-. Threats of military strikes against 
2 the North's nuclear facilities are hol-
• •.low, because we won’t go down that 
. „road. They only inflame Pyongyang.

The Clinton Administration has not 
made clear to the North Koreans just 
how and when they would be better 
off if they gave up the bomb. Until it 

••does, they are far more likely to cling 
", to their nuclear program as the only 
’-•high card they have.
’• Clearly, this week they thought 
.they had something to gain by start- 

"'ing-to remove nuclear fuel from a 
■■"reactor at Yongbyon, before the ar­

rival of inspectors from the Interna- 
tional Atomic Energy Agency.

v But they want something else, too: 
■ recognition from us, economic assist- 

nc ance from their neighbors and a 
chance to strengthen their economy.

One hopeful fact is that North and 
" South Korea tacitly agree on one ma- 
■|t jor issue: that it is better for both if 
“ the economic gap between them is 
' narrowed.
__ , North Korea does not want to be 

- taken over by South Korea, as East

dustrialists from the South visited the 
North in 1991 and 1992 to talk about 
projects that combine machinery and 
technology from the South with labor 
from the North.

Both sides were enthusiastic and 
hopeful, but the problem of North 
Korea’s nuclear intentions has 
blocked progress. Nevertheless, 
many North Korean officials wtfnt to 
open their country to development. 

In recent years. South Korea has 
won diplomatic recognition from all 
of North Korea’s former allies, in­
cluding China and Russia. North Ko­
rea now gets aid from no one, which 
has worsened its economic situation. 

Surprisingly, the Administration 
"has taken only a step-by-step ap­
proach to Pyongyang, never letting it 
see more than one step ahead in the 

' Germany was taken over by West 1 long process of developing a new rela- 

' .Germany, and South Korea does not
•want North Korea to collapse eco­
nomically, imposing a staggering 
: burden that the South cannot assume.

v. Narrowing the gap will require eco­
nomic development in the North, iff

’•l.
in

I

What will convince the dawdlers in New York 
State’s Legislature that it is time for a budget? The 
fiscal year begins — began — 49 days ago, on April 
1. Only once in the 12 years since Mario Cuomo 
became Governor has budget enactment been later 
than it is today. The people’s elected representa­
tives deserve nothing but contempt for their sorry 
performance.

The dawdlers took care of the Albany bureau­
cracy on time, voting appropriations for agency 
operations before April 1. But every city and ham­
let, every county, school district and food kitchen 
that depends on state funds is still waiting, trying to 
plan its own budget without knowing what it will get 
from the state. School boards are shaping budgets 
for voters’ approval without knowing where to peg 
next year’s property tax rates.

Cash has gotten so tight in New York City that 
the Governor has had to ask for $660 million in 
emergency appropriations — more than half of it 
just to pass along. Federafatd that is blocked by the 
Legislature’s failure to authorize its disbursement. 

, i

.'t: _________________________________________________________________

■ Donald P. Gregg, Ambassador to 
South Korea from 1989 to 1993, is 
chairman of the Korea Society.

Is this any way to govern?
The dawdlers’ leaders Assembly Speaker 

Sheldon Silver, a Democrat, and the Senate major­
ity leader, Ralph Marino, a Republican - declared 
two weeks ago that they had reached agreement on 
a complete package. But Governor Cuomo said 
their calculations were off, their budget would not 
balance and he would have to veto it.

This week he made a counterproposal: The 
Legislature could either vote the unbalanced pack­
age and he would veto enough spending to make the 
numbers balance, or they could delete three major 
spending items and he would sign. The three dele- 
lions he proposes are fully warranted — a package

> rea, to Seoul as its first Ambassador
----- there. He had spent 15 years in 

l/y--------------------------Pyongyang and told me how pleased
/ x y. /I Aj he was to be in Seoul. He said China

/ I \ . was well aware that South Korea had
b won the economic competition with

/ the North, and predicted that when
/ y/ unification came it would be largely

on the South’s terms.
Mr. Zhang said that in a visit to 

China in 1991, Kim 11 Sung, North 
Korea’s leader, let it be known that he 
was in economic difficulty and was 
uncertain how to change things for 

----------------------------- the better. The Chinese suggested 
that he do what they had done: keep 

Trade the bomb for Ideological control a^-th^emeUiut 
I designate certain areas as special 
I economic zones where more flexible 
j roles could apply. Mr Kim was taken

enthusiasm for’their re-election in the fall - let 
them now stop dawdling. Right away.

of capital projects with no great urgency, $150 
million of undisclosed pork-barrel “member items” 
and an expensive new hospital reimbursement for­
mula on which there have been no public hearings.

If the people’s representatives want any credi­
bility — indeed, if they have any hope of public 

J /oil _  lot
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statement written

(more)

happens, as he noted with satisfaction, that constitutional law is a 

special interest of his. He has taught it and he probably knows more about

absurd. Ronald Reagan presented one candidate with a

before the candidate was chosen.
The condescension Clinton is getting on this score is misplaced. It

*bc—yoder—column advl8<\ .
~EDWIN YODER COLUMN< \J 

*(Advance for Wednesday, May 

"(For Yoder Clients Only)< 

"By EDWIN M. YODER, JR.=

a more

make. He clearly wanted a
Leader George Mitchell or Interior Secretary Bruce Babbitt

up with is a highly regarded jurist, the <

with weighty friends and admirers of both parties on

Committee.
The latter friends may have been the strongest argument in Stephen

Breyer's favor. The president said that he has "a clear grasp of the law, 

a boundless respect for the constitutional rights of the American people, a

YODE16

r k

i| r

THE PRESIDENT HAS SEEN

S' i

1150 15™ STREET, N. W., WASHINGTON, D. Q 20071-9200

TEL: (202) 334-6375

restless and searching intellect"—important virtues, to be sure; but the 

same might be said of scores of notable American jurists.

The president went on to speak with telltale wistfulness of the men he 

had not chosen, Mitchell and Babbitt and his old friend Judge Richard

Arnold of Little Rock, who is battling cancer.
Most of the president's recent predecessors have agonized less in broad 

daylight over the task of Supreme Court nomination than he, and have been

distinctly less candid about their preferences. George Bush pretended that

Clarence Thomas, a

stature

WASHINGTON—After 37 days—by his own count—President Clinton has made 

conventional appointment to the Supreme Court than he had hoped to 

figure from political life like Senate Majority 

‘ What he ended

chief judge of the First Circuit, 

the Senate Judiciary

worthy candidate but hardly a jurist of paramount

, was the ''best" replacement he could find for Thurgood Marshall, 

an acknowledged giant of the law. Most observers thought the claim was
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the history of the Supreme Court than any president since William Howard

collapsed in the Harrold Carswell fiasco. Blackmun was heralded as a safe,

appointed Earl Warren chief justice, thinking him safe, found a judicial

to be subsiding gradually into a gentle quietude, the lowered profile

(more)

The most spectacular "political" appointment of the recent past was 

wholly uncalculated, at least in its effects. President Eisenhower, who

curious fact, appalling to legal mandarins, is that the framers of the 

Constitution did not require legal training of Supreme Court justices. An 

earlier president might have set an interesting precedent by appointing an

"Southern strict constructionist"

revolutionary on his hands. He called the appointment "my biggest damned 

fool mistake." If so, it was a mistake of historic proportions; for 

Warren's special qualities of character made him a leader and a great 

jurist.
The present Supreme Court, almost the negation of the Warren Court, 

seems

A good example is Harry Blackmun, the justice Breyer will replace if 

confirmed. President Nixon appointed Blackmun—also a third choice, by the 

way—after the attempt to name a

Taft, earlier in the century. He certainly knows enough to realize that the 

elaborate political calculations poured into recent appointments could 

prove historically irrelevant, even foolish. Supreme Court appointees are

notorious for defying form sheets.

historian or physician or planter to the court. If that had happened the 

court would be a different, possibly a more interesting, institution, 

political

sound and orthodox judge, cut from the driest fabric. He leaves the court 

as its most "liberal justice," praised (or damned) for a tendency to 

follow his heart. Judge Breyer will come before the Senate with similarly 

starchy credentials—as a scholar and technician, with extensive experience 

in unusual areas of the law, like deregulation and the legislative veto. 

But who can say what he will be doing or thinking five, ten or 15 years 

hence?
As for President Clinton's wistful hope, temporarily thwarted, to reach 

into political life for a new justice, he should not abandon it. The
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(c) 1994, Washington Post Writers Group

that critics of liberal activism had hoped for. Judge Breyer doesn't look 

like the sort of judge who will make it noisier. But who can say?

Somewhere around the corner may lurk the unanticipated constitutional 

issues that would suddenly make a leader of one of the unassertive lawyers 

now on the court. For as the president also knows, issues shape courts, not 

courts issues. But great judicial moments are relative rarities. For long 

stretches of the American past, the history book entries under ''Supreme 

Court, U.S," are less than explosive.
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Today our nation — and our family -- have lost a dear

t

friend, Jacqueline Kennedy Onassis. If Mrs. Onassis taught 

us anything, it was to know the meaning of responsibility - 

to one’s family and to one’s community.

i ..

I/ /
STATEMENT BY FIRST LADY HILLARY RODHAM

CLINTON UPON THE DEATH OF MRS. JACQUELINE 

KENNEDY ONASSIS

- 2 -

As a mother, she was selflessly devoted to her two 

children — and remained so throughout her life. As 

First Lady, she understood that she could touch the 

nation, and her reach extended from the arts to civil 

rights.



- 3 -

source of warmth and support.

•*T

V

-4-

'________

I am especially grateful to Mrs. Onassis for being such 

a caring friend to me and my family. As soon as we 

arrived in the White House, her good counsel helped us 

adjust to our new roles — and she remained a constant

Throughout her life, Mrs. Onassis never wavered in the 

value she placed on being a mother and, more recently, a 

grandmother. She once explained the importance of 

spending time with family: ”If you bungle raising your 

children, I don’t think whatever else you do matters very 

much.”

/

/
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Although she was brilliant and beautiful, her life was 

not easy. Mrs. Onassis suffered through family tragedies 

that few others could endure. But she knew how to

persevere, even in the face of great personal setbacks.

To me, Jaqueline Kennedy Onassis will always be more 

than a great First Lady. She was a great woman. And a 

great friend.

- 6 -

I, my family, and the nation will miss her dearly.

> //
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MEMORANDUM FOR PRESIDE:
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SUB J: DEJA VU TILL OVER AGAIN

Attached is a sampling of articles which
Social Security Bill in 1935 before it passed Congress, 
have a ring of familiarity.

t

appeared on the 
They
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r . .. __ ___ •• *

'■ I
Every empl lyed person of the 

lealgnated by a num­
ber, their ex eers of employment

latlve form.
"I do not _____

Sherer, "of ai y national legislation 
which will so profoundly affect the 
entire business structure of the 
country as a ..I.Z..
enormous, bu: it can be handled, 
although it w
of work rec
people.”

Me. Sherer,

Co. 
conference was con-

a manhole co^er tn 
_U. Flames\shot 

into the air. TheXflve 
___ 1 received first- 
ot the hands and frtce. 

lohn Middlecamp. \29 
37-33 Eightieth Street.
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- -- ---  1
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of jvtffk rec rds for—millions -J 
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►rices Predicted.
______ imphasized that busi­

ness must b gin at once .to find 
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sessments tinier f
'2. _*_ **___ i mid_____
inevitable theft thia must result In 

to consumers.
he consideration of 
problems Involved in

higher prices 
Preceding 

the business ----
the admlnlstn tlon of the Socied Se- 

icurity Act. tie credit men partici­
pated in a f1--------- -------
discussion of

nployed and employ- 
n the United States 

would be car led out,’ said that to 
maintain the i—
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and unemplo ment benefits under 
the terms of] 
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t

The occasioi was the final day 
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print e’
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print every e
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’ of Engine' 281 and 
and L idder 115 hac 

response to

--- o the Social Security 
Act were prt tented to the credit 
men by Thon as E. Sherer of the 
Prentice-Hall L_" 
ployment Inm rance Service of New 
York.
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Washingtoi to Handle the 

Paper W< rk Ij^redicted.
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tg hland City | 

home Blaze.

at a.two-day, 
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Credit Men'.

berg Compan
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Rosedzw^lg d

The two-daj
eluded with V ro addresses on legis­
lative problen s by A. Rothschild of 
Weiss 4 Kia 1 Company and Wil­
liam Randolp i Montgomery, coun­
sel of the asi relation.

Common Sc ise Urged as Guide. 

Mr. Sherer urged common, sense 
a a practical guide for business In

Waste paper
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Several feet i.‘._
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should not ba dlsootployment In private
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greater d< 
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Instituted

lion, together with the prospeci 
lllmlnatlon of the Federal Go»

preserving 
ider the oc

It n.

a ' placing

govern-
:al trade

both foreign trade at 
lustfy will be made.

■•Maintenance of fundamen 
principles of the Federal Reset 
System is a desire Of the chamb 
It,’ therefore, will give'attention 
any legislation tbdt tnay be

i
condition: t^ chamber will give fertilizer men vot 
attention to thiee tflieetlona for the I the Fertiliser Cc
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I
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it qf nevlgatl on
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tlces which ere race 
and equitable.

Insists on State Regulation of 

Utilities, Sound Monetary 
and Budget Policies.

Mdr 
>«t adi

Federal Reserve and' Baulking. 
“Maintenance of

regvfaU

e it seesii 
have 1

National Association 
' tries, Washington. I 

a program in part, s 
establish a Fair T

jly of intermediate and long-term

bi scrutlnl
spoilt an improvement in the bud­

getary procedure of the Federal 
C ovemment.

Monetary FollcMa

1 :

Uons.
le chamb r, 
isportatlc n,

t im. <
State and Local Ftaanoes.

by t>e 
tqwa d 
rilult i- 
'Icial jo 
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benefit of its taeml 
Uons."

AotiOfa on MBA F 

The list of Industrie 
taken »otn* action w

I U..S, Chamber of Comrteroe 
Opposes More Government 

< intrusion Into Business.

tL

h* ! placing of
More its me n-

Flood Control.
"The chamber wi I Consider t^ie 

allocation of Federsq ajid State 
sponelbllltles for flood) control 
Interstate streams. 
to the question of. ----- .
any, to which the Federal Gove

,__________ . i win i gi’
further examination ;o the press it 
policy of adjustment if agrlqultur U 
production, with thi jpurpoge 
making recommendgUons

I *
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State and Ixxial rmanoes. 
‘Improvement In method* of tax- 

i tion and expenditure in ths States 
end in localities Is —

!

ber said, “of action U 
industHos.” The rep 

"In. general, the 
clearly indicates that

BnCe funds •xpended can only be 
' F dsed through ereptual taxation. It 
! U an obllgauon on the part of bust- 

n m to give oonalderaUon to such 
■ q lestinns as ths handling of the 
i n itional debt and that of balancing 
I t io national budget- To thee# queo- 
I tons the chamber will address It- 

• M. -
[A "If new revenue legislaUon to 
a $ issed in this cession of Congress, 

rich changes as may be mads will 
Jrutinlsed. Ct:
oonUnue it* | efforts to bring 
t an Improvement in the bud-

Captta) Financing.

"The subject of capital financing 
I* one of great importance to busi­
ness. During the year this field 
vrtH be thoroughly explored by the

"The chamber has vij orouely <p- 
posed the destructloi < f the val is 

* ’te lower ut U-

jwher* d*prefalooa i 
ment have been most

a>ted in this field'during the pree- 
iMsion of Congress add will

i xf w:&“ Su«*i 

1 itematlonal exchange, end te take 
I look also at the possibilities’ of 
1 nproving our ‘ own currency sys-

legitimate interest in pi 
For* railroad cdnsolidaUc

■ -v ■■

L “ rtTT

era! taxes.
■Work Relief Froi

i policy 
ba subetl- 

-irise 
_ie goverh- 
M,000,OCX 

‘ iou d 
_ eii- 

i ac< upatlqn. 
Agricultural F oil lies.

field to which Fedira 
should bo limited. . 

Transportation legslaUop*
"Federal legislation fir eqqltal le 

and appropriate regulation qf tie 
different forms of t --------i--i—
has had chamber iuji 
organization trill cor Uqi 
for such legislation.

Railroad Consollda
"The membership erth 

as’ users of railroad paj 
have a 1 _ • ■
posals for’ ------------- --------- „
The chamberitherefdrej during tie

A Spxdal to Ta* Naw1

■uiSHINGTON, June 19.—A broad 

program for recovery and re-em-

Bubversive AotlvUloo.
1 "The chamber will contlnu* its 
efforts In combating subversive ac­
tivities. urging now Federal legisla­
tion to that and.

Business Organisation.
i "Recognising new opportunities 
and respbnslblUtles for business 
men’s organizations under present

on
i. glvihg attention
of I th|o extent. If 

n-

BRisl!

qlude the operations of the Feder*! 
Securities and Exchange Commla- 
alon, together with the prospects of 
elimination of the Federal Govern­
ment from the field of capital fin­
ancing of private enterprise. 

Distributive Trade*.
I “Problems Xif fair competition 
Among merchants will be canvassed 
inder the chamber's program. Ex- 

r _____,...a will be made of such
subjects as elimination of mlslead- 

’ tog advertising, us* of loss leader* 
ind relations of users to supplier* 
Of merchandise.

Commercial Treaty Policy, 
j "Examination of the 
inent's prbgram of reciproci 
agreements and their effect upon 
both foreign trade and domestic In-

pluymentvwas adopted today by the ] 
board of director* of th* Chamber ) 
of Commerce of the United States j 
to guide members of th* organisa­
tion during th* year. ,(

The program covers a wide range 
of topics, ranging from NBA to 
“combating subversive activities,** 
and embodies largely a restatement 
of the resolution adopted at the 
May meeting here. At the same 

■ time the chamber made public a 
I list of thlrty-eix industries which 
' have taken action or enunciated a 

policy concerning cooperation with 
th* new NRA regarding provisions 
of the former codes.

Th* program follow*: t
National Industrial Recovery Act. 

"Upon thi* subject th* chamber 
has commitments, but the recent 
Supreme Court decision and new 
legislative enactments and other 
proposals pending make necessary 
a re-examinatlon of the •ntlfe quee- 

; tion of means for establishing and 
maintaining fair business practices, 
as well as requiring further ex­
ploration- of the field of labor re­
lations.

"Therefor*, the board has author­
ized the appointment of a special 
commltt** of representative busi­
ness men to make a thorough study 
of the subject and to report to the 
bos rd.

Durable Goods Industries.

"The chamber will use every ef­
fort to make •ffectlve th* resolu­
tion of the annual meeting in May 
which declared that the Investment 
of the large sums necessary to re­
store operations tn the capital goods 
industries is delayed because of ex­
isting laws and also by threatened 
legislation which would permit the 
further intrusion of government 
Into business.

"Th* chamber holds that the re­
turn pf capital to normal invest­
ment In these enterprises would 
bring Improvement in quarters

"Committed to th I 
public action should nol 
tuted for private • it* 
chamber will urge th it 
ment. In Its ue« of tse ------
000 relief eppropri iU m, sb< 
avoid disturbance of e dating

Will endeavor to. main 
mum wage fates and 
rlod* Incorporated tn 
well a* those trad* p 
don* which have be 
and can property ba o 
voluntary basts. In i 
Uon drnlee there Is < 
very oauttou* attitude 
tain that new mearu 
not run tate obstacles 
oeptabillty on the part 
industry or the publl 

The list follows: j
American Petroleum I

solution of the cod* 
that oil companies * 
rales of fair prattle, 
perienc* to make fo: 
to be In the public 
companies were a* 
tain pbeeent wage 
labor schedules ar 
from employing chi 
second resolution u

Federal Flnanoe.
'‘Federal expenditures : hav*| 

r ached unprecedented proportions.

marketing oommitt, 
revision of th* cod. 
th* Federal Trade < 
1M1, and that steps 
msdlately to bring 
ment with those mi

Department of the 
elation, for the pn 
serving and dev* 
greater degree aeo* 
principles of fair t 
Instituted under the 
urge all unit assoc 
organize their comtr 
tratlon and appeal i 
Practice Committee, 
pose of preserving 
made under the <x 
stabilization and 
peace and for dev 
greater degree o 
effort and aoceptan 
clple* of fair trad* 
Industry."

Coat and Sult Cod* > 
York—Ha* approve 
tabllsh a National 
Recovery Board to 
trad* rules. The 
plate* that th* boa 
representatives of < 
Department of C. 
the Departnf^t of 

Toy Manufacturer* o 
Inc., New York- 
bulletlns th* Indust 
tion to th* fact tl 
practices which we 
the code* were th 
the Industry long 
and will continue t 
aids."

Pacific Northwest
Uon, Inc., BeatUe

Department of 
the Departnf^t

oy M 
Inc.,

“Support will ’be

diversion of submarg m 1 agrliult 1-

Chamber, with especial reference 
to th* possible mechanisms for sup-

I

gli *n b:
chamber to poUqies 1 >ol Ing i

ral land* to uses mor * beneft

"Federal legislation fir eqqltal le

transportetl >n 
T i* 

prise

I ahi

’‘f1
eder

ment la justified in exceeding x- 
pendltures necessary fqr flood c< n- 
trol and improvement qf nevlga"1— 
to provide far d!ev<lop*oent 
hydroelectric. power. —*

national interest
Power Util^tlto. 

"The chamber^ vigorously <

of Investments in th 
tie*. It will ocntlnte o adyocite 
proper development < f 8t*n regu *^ 
tion of these utllltiej jnd ^11 p-

th Lt
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podge* at House Hearing, 
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if would 111 
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TOWNSEND INQUIRY’ ASKEQ

i :i •
Senators Told Th4y Should' In 

vsrtigate Financing and Pro­

motion of Pension Plan.

The other critic was Represents 
live Treadway of Massachusetts 
He predicted that, when the com 
mlttee later this week takes up th< 
bill with its own legislative clerk 
numerous changes will have to be| ; 
made.

Before the Senate Finance Comj ' 
mittee, Abraham Epstein, secretary 
of the American Association for SoJ 
cial Security, suggested that the 
committee investigate both the fin­
ancing and “propaganda” behind 
the Townsend pension plan. The 
House committee already hat. , 
sought such information . from DrJ 
F. E. Townsend, who promised to 
submit later a statement about his I 
aides and the funds raised by his 
organization.

Mr. Epstein called the Townsend 
i drive "the finest promotion Job in 

American history.”
“Where is the rake-oif In the 

Townsend plan?” Senator Clark; 
asked.

“It’s for your committee to find

iU «* WI J . 
ifflcei Department has 
the p: om< tlon of the 

’ no results have>lan, but
led. ■ .

f I

*HEi £<EW YORK TIMES, T

vertiggte Financing and 

motion of Panaion Pli

• Mr. Epsteluj rep^ed.
“.H‘th^B^ag'

To wnsend organize s made as much 
as |10 anii»15 a d^y. [y

“he Postof”
lex ked into
Townsend p

it they were sympath
* - -- ■ .

Despite [the criticisms, Democrat! I 

leaden maintained that, with whs 
they caUsd “minor”' amendment! 
the blU wofild becopas * l*y-, !

Ode of the Republican critics wa ■ 
Senator Hastings of Delaware. BS 
fore the House Ways skid Mean 

Committee he commented that th 
t«r». imposed would "ndt take ef 
feet until after .the next genera 

' and asserted those taxe< 
get back what they pu

n" When I you get 40,000,000 peopl 

to paying; a tax to the Federal Gov
ernment,11 care not how little 1 
may be, r think you'll find a rksent 
meat that will be felt by every per 
son In public life,” he declared.

ty] 1935.

called "minor”' amend) 
ill woOld become a ikw..

f

up*Vt
added . .
with the pbjecttv.es of the progran

lendmenti
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State Legislal
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passage 
later ma? 
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Edwin

il Security," the 
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department of
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CONFERENCE BACKS 
SOCIAL SECURITY

Invited by Suffragan Bishop 
Charles K. Gilbert th occupy the 
pulpit to explain the Federal ad-

xteous to their 

ners Insisted 
f^b^aU^

I

Dr. Andrews. '! 
skietracked the pl 
Dewis unemploym

clal security measure which haj the 
sbghte^t chance 5>t passage," Pro­
fessor

,"A bill of th!
could have been

JI year a old,; 
>unael In the 

of Justice In 
Ma, was acquitted 
'ColQns in Genaral

' speak' re

111 now >e- 
Representatli es 

of I discussion, 
criticised as

s arving.’!
"No O|ie Starve^,” Says She.

led that no One 
United States. 
Bishop Gllbki*

Legisl
its ad

131 East 
as paroled 

Family

QRIFKIN, LAWYER, Fl
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da. Secretary
ly accused of 
to."soviqtlxe''

mlttee oi 
Professor
versity o 
if the bll

program 
perfect, I 
retary of 
for Labo 
advocater

Federal Council of iChurches of 
Christ in America.

Several hundred persons occupied 
pews in the church, ojf which J. P. 
Morgan Is a member. At the end 
of Miss Perkins’s address she de­
scended from the pujpit and con­
sented to answer questions.

Questioned From Audience.
A young woman ini the’ audience

Hl

would st< p the qu stfonlng ''unless 
the ladie *
visitor." 

One of 
that she 
asking tb s Secrel

can life,
earlier.

The Sofia! Security 
fore the 
wm toed =btef topi< 
and th< ‘ " 
adequatel all the i. 

toe founflatl) 
be

on the part of n 
left alone.- 

there has develo]

nal council of the Episcopal 
lurch, asserted that this concern 
aches /

Christian

(-•

Passage of the Present Bill In 

Congress Urged by Speakers 

at St. George’^ Church. 

security pro- 
It aliens who

at' toe close of 

i an Indictment 
(d- his son, then 
3?. He was re-

on a war­
rant accusing him oAnon-support, 
obtained Wy his rerme\ wife, Mrs. 
Grace “ ' '
Ninety
by Ju

kind doubtless 
ised much more 

easily a year ago). Being now out 
of the red, there is a strong demand 

■ ny business men 
.t toe same time, 
i an unthinkable 

radicalism qp this, subject. 
"The President's program,” said

ider which be 
mis Ing Warner- 

jnt compensation 
bin of one yeah ago with the 
promise of a well-rounded social in­
surance program for action by Con-

iter] Km had the un- 
’ delaying; action 
•es.”

cted Acquittal Jn Charge 
I s/n-

Miss P> 
had start ed In' the 

At this

their
1 >r hei

tote
"No, we dotft," 

the oppoi itlont
The gn up who t x>k | issue with 

the 3ecr< tsiry of L. hor refused I to 
give theli
ent .could

In her

F. Griffin of\
Ird Street, but w 

  , Ice Pankin in tl
Cburt for a hearing on Aipril 29.
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william H. aril 
said to bb a\pec 
Federal DepaYtm. 
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revising ti e
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^own into the depths of 
i doctrine. ‘Other speakers 

were Spencer Milter Jr., also of the 
council; Bradford B..Locks, execu­
tive vice president of to* church 
pension fund, and the Rev. Dr. R. 
Ernest Johnson, | secretary of re­
search and education. Federal 
council of churchis..

— I

■he "could paint such a
lo­

tion prog|am had brought about I he 
destruct! n of croj i and UVestqck
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4antfd to know

raiilcoatl
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Oipo»ed.
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I_w “ ~ itdry of----- --
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The fir t young! woman rose and

is 1
I re not go! n

ly II

Churc^Sfarteanth Str 
vesan^fcua:

Shortcomings of Measure Are

Conceded, but Defended as

Laying a Foundation.
I’ •

————— >

pensions that you have just; out- 
lined. How can you support such a 
program when you know that It Is 
the same as Marx's?"

"I am supporting It.” Miss Per­
kins replied, "because I’d rather 
see It a reality than on page 30.’'

:lal {adjustment 
peaaure as lin- 
I. Anjdrews, Sbc- 
|can Association

y

s/ Griffin, who obtained 
/ In 1924, was the comptal 
1st the lawyer on the desq 
ge. He was married to 
lett in Natchez, Miss., the 
wing the divorce.

A d m i r a 

storm-test

asked toe Secretary oil Labor: 
“Have you read |Karl Marx's 

Manifesto?"
Before Miss Perkins could answer 

the young woman asked all present 
who had read toe manifesto to 
raise their hands.

Bishop Gilbert overruled her on 
that point, and then toe young wo­
man said: . j

"Karl Marx's Manifesto, Page 30, 
proposes the same pifogtam of un-
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Security and
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lent------------
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' falls iof passage, the so­
cial secui ty moyendent will receive 
a serious setback.
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Criticizing the President for hav­
ing delated his Isol

and th > I
>r. Johr B 
the Anr^erl

itlpn, nevertheless 
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Rev. C. Rankin
secretary of th'
Christian social Service of. the ns-

-------------
• She was addressing, toe regional 
conference on the church and so­
cial security under to|e auspices of 

the Department of Christian Social 
Service of toe Nattonial Coundl of 
the Episcopal Church, with the co­
operation of the Department of toe 
Church and Social Service o^ the

ministration’s soclal-yecurlty pro­
gram. Secretary Perjdns outllnhd 
too provisions In the bill for old
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Today's Date: May 17, 1994

Date of Request: 3/17/1994

Request for: POTUS/FLOTUS/CHELSEA

Type of Request: Honorary Co-chair Family

Requestor Name: Mr. Ronald S. Mezo

Title: 10k Run Director

Organization:

Contact Tel. #: 202/526-5344

Event Date: 6/11/1994

Event Description:

Notes:

Recommendations:

MW PL 

«

Writer claims that the food bank distributes 
800,000 meals each month in the D.C. 
metropolitan area.

The group wants the First Family to co-chair 
the run with a family that was once hungry.

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP

Third Annual Capital Area Community Food Bank 
10K Run - BEAT HUNGER '94.

Capital Area Community Food Bank 
645 Taylor Street, N.E.
Washington, D.C. 20017-2063

JP 



/

Today's Date: May 17, 1994

Date of Request: 4/27/1994

Request for: POTUS

Type of Request: Honorary Dinner Committee

Requestor Name: Mr. Larry King

Title:

Organization:

Contact Tel. /:

Event Date: 9/10/1994

Event Description:

Notes:

Recommendations:

■ft?
PL JP

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP

Dinner at which broadcaster Larry King will 
be presented with the 1994 International 
Humanitarian Award by the World Union for 
Progressive Judaism.

Mr. King claims that the World Union operates 
in 40 countries on five continents and has 
taken a leadership position in establishing 
and nurturing new congregations and 
educational programs in reemerging Jewish 
communities.

820 1st Street, N.E.
Washington, D.C. 20002



Today's Date: May 17, 1994

Date of Request: 4/18/1994

POTUS/FLOTUSRequest for:

Honorary MembersType of Request:

Dean J. WoodrichRequestor Name: Mr.

Membership DirectorTitle:

Organization:

I

14221

Contact Tel. #: 716/631-9455

Event Date:

Event Description:

Notes:

Recommendations:

JP PL MW 

$■ I

Club covers the Buffalo and Rochester 
metropolitan areas.

Western New York Olds Club 
543 Seabrook Drive
Williamsville, New York

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP



Today's Date: May 17, 1994

Date of Request: 3/17/1994

Request for: POTUS/FLOTUS/CHELSEA

Type of Request: Honorary Co-chair Family

Requestor Name: Mr. Ronald S. Mezo

Title: 10k Run Director

Organization:

Contact Tel. /: 202/526-5344

Event Date: 6/11/1994

Event Description:

Notes:

Recommendations:

MW PL JP 

S'-

Writer claims that the food bank distributes 
800,000 meals each month in the D.C. 
metropolitan area.

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP

I

Third Annual Capital Area Community Food Bank 
10K Run - BEAT HUNGER '94.

Capital Area Community Food Bank 
645 Taylor Street, N.E.
Washington, D.C. 20017-2063

The group wants the First Family to co-chair 
the run with a family that was once hungry.
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Today's Date: May 17, 1994

Date of Request: 4/29/1994

Request for: POTUS/FLOTUS

Type of Request: Honorary Co-chairs

Requestor Name: Mr. Josh Taylor

Title: Director of Community Relations

Organization:

10001-6008

Contact Tel. #: 212/645-3444

Event Date: 9/25/1994

Event Description:

Notes:
are

Recommendations:

MW PL JP 

The Partnership for the Homeless, Inc.
305 Seventh Avenue
13th Floor
New York, New York

Governor Cuomo and Mayor Giuliani already 
honorary co-chairs. The group also is 
requesting that Senators Moynihan and D'Amato 
serve as honorary co-chairs.

The group claims to be the largest network of 
private shelters in the nation.

Special gala performance of Broadway show 
Showboat.

SPECIAL SCHEDULING REQUESTS
HONORARY CHAIR, HONORARY PATRON, HONORARY MEMBERSHIP

1^-



May 17, 1994

MEMORANDUM FOR RESIDENT OF THE UNITED STATES

' ' »«'«i IQ

J. VERONICA BIGGINS
GEORGE HALEY

THE WHITE HOUSE

WAS KINGTON

THE PRESIDENT HAS SEEN

5- i

In response to your note on the US Postal System Board of Governors memo: "What did we 
do with George Haley?" in September of 1993 you approved him to be a member of the 
Postal Rate Commission for a term expiring on October 14, 1998. He currently retains that 
position.

FROM:
RE:



(more)

WASHINGTON—After 37 days—by his own count—President Clinton has made 

a more conventional appointment to the Supreme Court than he had hoped to 

make. He clearly wanted a figure from political life like Senate Majority 

Leader George Mitchell or Interior Secretary Bruce Babbitt. What he ended 

up with is a highly regarded jurist, the chief judge of the First Circuit, 

with weighty friends and admirers of both parties on the Senate Judiciary 

Committee.

The latter friends may have been the strongest argument in Stephen 

Breyer's favor. The president said that he has ''a clear grasp of the law, 

a boundless respect for the constitutional rights of the American people, a 

restless and searching intellect'•--important virtues, to be sure; but the 

same might be said of scores of notable American jurists.

The president went on to speak with telltale wistfulness of the men he 

had not chosen, Mitchell and Babbitt and his old friend Judge Richard

Arnold of Little Rock, who is battling cancer.

Most of the president's recent predecessors have agonized less in broad 

daylight over the task of Supreme Court nomination than he, and have been 

distinctly less candid about their preferences. George Bush pretended that 

Clarence Thomas, a worthy candidate but hardly a jurist of paramount 

stature, was the ''best'' replacement he could find for Thurgood Marshall, 

an acknowledged giant of the law. Most observers thought the claim was 

absurd. Ronald Reagan presented one candidate with a statement written 

before the candidate was chosen.

The condescension Clinton is getting on this score is misplaced. It 

happens, as he noted with satisfaction, that constitutional law is a 

special interest of his. He has taught it and he probably knows more about

YODE16^S§£9 A-

r k x N

*bc-yoder-column advl8<
*EDWIN YODER COLUMN< \j

*(Advance for Wednesday, May 18, 1994, and thereafter)< 

"(For Yoder Clients Only)<

"By EDWIN M. YODER, JR.=

THE PRESIDENT HAS SEEN
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1150 15™ STREET, N. W., WASHINGTON, D. C. 20071-9200

TEL: (202) 334-6375 (800) 879-9794
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the history of the Supreme Court than any president since William Howard 

Taft, earlier in the century. He certainly knows enough to realize that the 

elaborate political calculations poured into recent appointments could 

prove historically irrelevant, even foolish. Supreme Court appointees are 

notorious for defying form sheets.

A good example is Harry Blackmun, the justice Breyer will replace if 

confirmed. President Nixon appointed Blackmun—also a third choice, by the 

way—after the attempt to name a "Southern strict constructionist•• 

collapsed in the Harrold Carswell fiasco. Blackmun was heralded as a safe, 

sound and orthodox judge, cut from the driest fabric. He leaves the court 

as its most "liberal justice,zz praised (or damned) for a tendency to 

follow his heart. Judge Breyer will come before the Senate with similarly 

starchy credentials—as a scholar and technician, with extensive experience 

in unusual areas of the law, like deregulation and the legislative veto. 

But who can say what he will be doing or thinking five, ten or 15 years 

hence?

As for President Clinton's wistful hope, temporarily thwarted, to reach 

into political life for a new justice, he should not abandon it. The 

curious fact, appalling to legal mandarins, is that the framers of the 

Constitution did not require legal training of Supreme Court justices. An 

earlier president might have set an interesting precedent by appointing an 

historian or physician or planter to the court. If that had happened the 

court would be a different, possibly a more interesting, institution.

The most spectacular "political'' appointment of the recent past was 

wholly uncalculated, at least in its effects. President Eisenhower, who 

appointed Earl Warren chief justice, thinking him safe, found a judicial 

revolutionary on his hands. He called the appointment "my biggest damned 

fool mistake.'' If so, it was a mistake of historic proportions; for 

Warren's special qualities of character made him a leader and a great 

jurist.

The present Supreme Court, almost the negation of the Warren Court, 

seems to be subsiding gradually into a gentle quietude, the lowered profile
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that critics of liberal activism had hoped for. Judge Breyer doesn't look 

like the sort of judge who will make it noisier. But who can say?

Somewhere around the corner may lurk the unanticipated constitutional 

issues that would suddenly make a leader of one of the unassertive lawyers 

now on the court. For as the president also knows, issues shape courts, not 

courts issues. But great judicial moments are relative rarities. For long 

stretches of the American past, the history book entries under "Supreme 

Court, U.S," are less than explosive.



May 19, 1994

■ Il
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Dear Jackie:

Sincerely,

J

i

THE WHITE HOUSE

WASHINGTON

means so much to Hillary and me. I 
appreciate what you said about the

- It

our nation.

"see me
re this"

The Honorable Jacqueline Roberts
105 34th Avenue
Pine Bluff, Arkansas

CL ^^55^5

SSoffO^„C^e^ kind
always, means so much to Hillary 

______ • . . -*

passage of the ban on assault weapons, 
really was a great victory for

I've shared your note with r"
Director of Presidential Personnel, to'fet her 
know you remain interested
Administration.

Veronica Biggins,

in working with the
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An image from the Delta Cultural Center's exhibit.

The Arkansas Delta: A Landscape of Change.

Black Arkansas legislators featured in an 1891 issue of a popular 

African-American newspaper.

Courtesy National Archives.

95 Missouri Street 

Helena, Arkansas 72342 

(501) 338-8919

An Agency of the Department of Arkansas Heritage
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5/19/94
DATE:

TO: VERONICA BIGGINS

. 4

Will you please prepare a draft?

Lee Ann Inadomicc:

r

f

J

t-
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r
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THE WHITE HOUSE

WASHINGTON

1

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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May 16, 1994

you will be

Most
knowledge of Asia. In India, in January ana Fenruary oi j

lectured at six of the country's major business schools and for

•»*

,688
Ilian

the united states.

Committse on AmoraiATioNs 

COMMfTTEE ON TXt JUDICIARY
COMMITTEE ON RULES ANO ADMINISTRATION

The Honorable William J. Clinton 
The White <House
1600 Pennsylvania Avenue, NW 
Washington, D.C. 20500

MAY 16 ’94

DiANNE FEINSTrlN 
California

United States Senate
WASHINGTON, DC 2D51O-05C4

policy and his book Business Plan for America; An entrepreneur's 
Manifesto was chosen by Business Week as one of the ten best 
business books of 1984. MacMillan, India is preparing to publish 
a book he has co-authored comparing entrepreneurship in India and

Dear Mr. Presidents

It is my understanding that, in the near future, 
dominating a new Ambassador to Indonesia.

I strongly recommend Don Gevirtz for that position.

I have known Mr. Gevirtz for the last 20 years socially as a 
friend, as one of my economic advisors, as a very successful 

business man and a community leader.

importantly, he has a deep familiarity and hands-on 
m India, in January and February of 1993, he

prestigious business and government audiences on
entrepreneurship, economics and on "An Optimistic view of the 
Clinton Era." Sponsored by The People's Bank of China, Mr. 
Gevirtz is scheduled to lecture for 17 days in June of 1994 in 
China on similar subjects. He will also be speaking on related 
subjects in Jakarta, Indonesia, to government, academic and 
business groups in early July of 1994, as well as meeting with 
senior government officials.

Mr. Gevirtz has substantial government experience. He served in 
the carter Administration on "The Commission to Set an Agenda for 
the ’SO's"; has frequently testified before Congress on 
entrepreneurial economic issues; chaired the six county Southern 
California private-public regional government organization for 
two years; and participated as a member of the California 
commission on Industrial Innovation during Governor Jerry Brown's 
Administration. When vice president Gore was in Los Angeles 
recently, Mr. Gevirtz chaired a meeting of business leaders where 
he emphasized your Administration's massive response after the 
earthquake. He was also an active participant in the Southern 
California Economic Summit you chaired earlier this year.

An excellent, substantive public speaker, Mr. Gevirtz has
lectured throughout the world. He has written widely on public 

. »  a* J — 2 aaa mm All Y* * Q



t

MAY 16 '94 03:59PM SENATOR DIANNE ^EINSTEIN P.3

I?,

*

Page 2

understanding and sensitivity to the human rights issues and

incerely y<

DF:lmb

Dianne Feinstein 
United States Senator

Having co-founded The Foothill Group, Inc. in 1970, he has built 
this highly profitable financial institution, listed on the New 
York stock Exchange, to over $1 billion in assets. Foothill 
provides credit to businesses all over the united States -and 
manages money for major institutional pension fund clients like 
General Motors, DuPont, Nynex, City and County of San Francisco, 
State of Michigan and IBM.

• Mr. Gevirtz would bring a combination of solid business, 
political, government and academic experience to Indonesia, a 
country that could be a much larger customer for U.S. goods and 
services. He has discussed with me the emphasis he believes 
should be placed on trade with Indonesia and he has an 
understanding and sensitivity to the human rights issues and 
copyright and patent protection controversies.

I

Mr. Gevirtz has indicated a strong interest in this 
Ambassadorship in preliminary discussions with Phil Lader, 
Veronica Biggins and John Emerson.

I look forward to having a personal discussion with you on this 
appointment and appreciate your serious consideration.

Thank you so much for your attention to this matter.
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FAX COV 1ECT

TIME: 

TO:

PHONE: FAX: 

hZFROM:

VIA

3

y im ■

Senator Dianne Feinstein 
331 Senate Hart Building 
Washington D.C. 20510 

(202) 224*3841

DATE: 

(yb'^Wi /rW''

TOTAL NUMBER OF PAGES (INCLUDING COVERSHEET):

NOTE: The information contained in this facsimile is confidential. If you receive this 
transmittal in error, please notify the sender irrnediately.

lanital States Senate
WASHINGTON, DC 20510-0504

DIANNE FEINSTEIN 
caukjrnia

COMMENTS:



05/17/94DATE:

TO: LEE ANN INADOMI

Will you please prepare a reply?
Thanks.

cc:

o1—

Phil Lader
Pat Griffin
Veronica Biggins
John Emerson

THE WHITE HOUSE

WASHINGTON

j

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary

£7'I ■
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OFFICE OF THE STAFF SECRETARY

Fax Transmittal Sheet

BobTO:

Phone Number:Fax Number:

FROM:

DATE:

H pacpNUMBER OF PAGES (including cover sheet):

MESSAGE:

THE WHITE HOUSE
WASHINGTON

PodKitaJ

SUBJECT:

If all pages are not received, please call 202/456-2702

The document accompanying this facsimile transmittal sheet is intended only for the use of the individual or 
entity to whom it is addressed. This message contains information which may be privileged, confidential or 
exempt from disclosure under applicable law. If the reader of this message is not the intended recipient, or 
the employee or agent responsible for delivering the message to the intended recipient, you are hereby notified 
that any disclosure, dissemination, copying or distribution, or the taking of any action in reliance on the 

contents of this communication is strictly prohibited.
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WASHINGTON—Many unpleasant currents converge in the "sexual 

harassment'' charges filed against President Clinton last week in 

Little Rock by a former Arkansas state employee, Paula Corbin Jones. 

She claims that in May 1991 then-governor Clinton called her to a 

hotel suite and made unwanted sexual advances.

Jones first told her story in February at a Cliff Jackson 

special—yet another press conference called by the self-styled former 

"friend" who for years has merchandised one tale after another in 

his tireless crusade to besmirch Bill Clinton. Since there were no 

witnesses to the alleged incident, Jones' word is all we have to go 

on. Robert Bennett, the president's lawyer, has categorically denied 

the charges in his behalf.

No doubt Clinton's partisan enemies rejoice at yet another trashy 

shot at him. But their turn will come, for it requires no great depth 

of imagination to see where the politics of character assassination is 

leading. If Paula Jones succeeds only in making a nuisance of herself, 

her case will offer a tempting precedent for any foe of any

officeholder anywhere. A sitting president is merely the biggest 

imaginable target.

Unfortunately, the American press tends to be cowed by the 

talismanic words "sexual harassment," which rank next to "child 

abuse" as a self-validating accusation. The response therefore is 

boilerplate legal pieties. If Richard Nixon had to answer a subpoena 

for his tapes, or Clarence Thomas face Anita Hill's charges, shouldn't 

a president be obliged to do likewise? The easy answer is yes. "There 

seems no satisfactory or honorable alternative to its being resolved 

in the judicial system" says The Washington Post.

.The
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(more)

But the easy answer is too easy. There are abundant distinctions to 

be made; and some constitutional evidence that those who wrote the 

United States Constitution intended these sideshows to be deferred 

during a president's term of office.

Richard Nixon was not charged with a pre-presidential personal 

indiscretion. He was charged with abusing the powers of the presidency 

as an "unindicted co-conspirator" plotting to corrupt the course of 

justice—a suspicion eventually confirmed by the White House tapes. 

Clarence Thomas was accused of abuses related to his performance as 

head of the Egual Employment Opportunity Commission, which makes rules 

about behavior in the workplace. Not that Anita Hill's tittle-tattle 

warranted Thomas' public humiliation by a Senate panicked by a tidal 

release of pent-up feminine fury.

Like 98 percent of the vulgar personal detraction of Bill Clinton, 

Jones' charges date from the Arkansas years. The usual excuse for the 

attention these charges get today is the "character issue," a term 

invented by reporters and pundits to justify prurient probing of the 

private lives of public persons. And the venting of that prurience is 

injecting a terrible savagery into American political life—the 

"politics of moral annihilation," as E.J. Dionne has called it.

A clear line connects the Robert Bork hearings (his detractors, 

please recall, tried to dig up dirt on him by prying into his video 

rentals) to John Tower's kangaroo-court trial by the Senate Armed

Services Committee on vague insinuations of ''womanizing" and

excessive drinking, and in turn to the Clarence Thomas ordeal, and now 

to the relentless denigration of the Clintons.

Jones' suit may be dismissed on grounds of presidential immunity, 

and should be. If it isn't, Congress has clear authority under its 

Article III powers to deprive character assassins and fortune hunters 

of their capacity to drag a president into the gutter of private civil 

litigation. An ex-president enjoys no immunity to prosecution for 

crimes committed in office; nor should he. But that constitutional 

provision implies that while a president is serving at the pleasure of
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the voters he should be reached only by impeachment—not by private 

suits like Jones'. Sexual harassment suits (and what others to 

follow?) could turn the presidency into a circus and bring the 

executive branch to a standstill.

That is the practical side of the issue. The other side of it, in 

some ways more important, is the continuing slide of public life into 

the gutter, through the licensing of prurience, the waning of 

reticence, and the tendency to forget that government is a community 

enterprise, not a life-and-death struggle. When partisan zealots have 

had their way and we are all in the muck together, who will have won 

or lost?
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May 18, 1994

TO:

DATE: May 18, 1994

RECOMMENDED BY: Patrick Griffin

PURPOSE:

BACKGROUND:

Senator Breaux, Senator Bradley,
Senator Boren, Senator Conrad

Since CBO has concluded that an individual 
and/or employer mandate is the only way to 
achieve universal coverage (other than a 
broad-based tax), such an outcome would mean 
that Republicans are effectively opposing 
universal coverage. If that occurs. Senator 
Mitchell believes it is important that you 
stress Democratic resolve/unity on getting to 
universal coverage, (while leaving open the 
options on how best to achieve the goal.)

To call select Democratic Members of the 
Finance Committee to encourage them to work 
with Democrats (and the Republicans who are 
still committed to universal coverage) to get 
a bill out of Committee.

THE WHITE HOUSE

WASHINGTON

Earlier today, in Senator Mitchell's meeting 
with you, he indicated that he planned to lay 
down a Mitchell (and hopefully
Mitchel1/Moynihan) mark for the Democratic 
Finance Committee meeting tomorrow morning. 
Senator Mitchell indicated that he thought it 
would be a good idea for you to call
Senators' Bradley, Boren, Bradley, and Conrad 
to get them in a more receptive frame of 
mind.

Senator Mitchell does not want you to 
indicate any knowledge of his intention to 
lay out a proposal tomorrow. Rather, he 
would like you to stress your desire to work 
for a bipartisan bill as long as the 
Republicans are committed to universal 
coverage. However, in recent days/weeks, the 
Republicans (even Senator Chafee and his 
allies) are sending signals that they may 
oppose any mandate, even one on individuals 
only.

94 NAY 18 p/: 24
RECOMMENDED TELEPHONE CALL



TOPICS OF DISCUSSION

1.

2.

DATE OF SUBMISSION: May 18, 1994

ACTION: 

I

M ' 7 7
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/X

Pleased that the Finance Committee is 
meeting and working out options, and hopeful 
that they can work out a package that 
attracts some moderate Republicans while 
still assuring universal coverage.

Concerned that Republicans, even Chafee 
and Packwood, sending signals that they may 
be going away from the universal coverage 
commitment and may be unwilling to compromise 
in the context of a Finance Committee mark-up

CONTACT PERSON AND 
TELEPHONE NUMBERS:

XS1' \

Senator Breaux/Susie Owens 224-9756 
Senator Bradley/Meg Hawthorne 224-8562 
Senator Boren/David Cox 224-0257
Senator Conrad/Mary Wakefield 224-7538

Xva v O-i-aO c ( a m v

ex,

3. Importance of the Democrats on the
Committee to develop a consensus position of 
their own, from which negotiations are likely 
to occur with Republicans.
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13160

Dear Albert:

reading it, and I appreciate your sending it

Thanks so much for thinking of me.

Sincerely,

71maa> *- t

THE WHITE HOUSE

WASHINGTON

Albert F. Gollnick, Jr. 
Post Office Box 285 
Union Springs, New York

along to me.
perhaps I'll see 
sideburns got me into trouble.

I want to thank you for your

of Mav 4 a**— ------ z, -- . , r. r.J I got a kick out of

When I^visit Oxford next month 

those old fields where my

j-- ’ wonderful letter
~Z 1 and for^sharing with me the excerpt

from your mother's diary.
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Dear Mister President:

college "sweetheart”. in 1931, before

President William J. Clinton
The White House
Washington. D.C.

anecdote of
If you are

ALBERT F. and ALICE B. GOLLNICK
88 South Cayuga Street

P.O. Box 285
Union Springs. New York 

13160-0001

I am taking the liberty of sharing with you an 
your days as a Rhodes Scholar at Oxford University, 
like every other Rhodesman I have met, it will evoke fond 
memories of a particularly happy time in your life, and one 
during which you developed and matured in many ways.

Enclosed is an excerpt from the diary kept by my mother. Dr. 
Hilda Woodruff Gollnick. during a trip which she. my father, and 
I made to Oxford in November. 1968. Like yourself my father. 
Albert F. Gollnick. Sr., was a Rhodes Scholar, earning that 
distinction upon his graduation from Middlebury College, in 
Vermont. He was a member of Christ Church from 1922 to 1925. 
during which time he completed all the requirements for an 
M.A.(Oxon), but without actually taking the degree. Under an 
amendment of the University statutes, he was invited in early 
1968 to receive the degree - by mail or in person at one of the 
University’s Degree Days - and thereby restore his name to the 
books of the University, from which it had lapsed some thirty-six 
years previously. We decided to make the trip to Oxford as a 
family, not just to see him receive the degree, but also to visit 
all of his old haunts, and to relive with him (at least 
vicariously) his many experiences at "The House" and University.

The references to Australia stem from the fact that from
1932 until 1957 we lived out there. After Oxford Dad joined 
Swift International Meatpacking Corp., and after aoout six years 
in London. Rotterdam, and Hamburg was transferred to Chicago, and 
thence to Brisbane, where I was born. He married my mother, his 

leaving Chicago. She 
completed her contract as head of the English Department at 
Niagara Falls (NY) Senior High School, and together with her 
English-born mother, joined Dad in 1932. I was born in Brisbane 
the following year.



S incerely yours.

Albert F. Gollnick. Jr./Albert

I hope you derive some pleasure from the reminiscence . as 
well as the poem, which I found with the diary.

To return to Oxford, it appears to me that events in the 
past weeks would suggest you have not forgotten how to "bloody 
some noses on your own account", though now you do have a lady, 
and no longer need to defend your sideburns.

My mother, who is now ninety-three, played a very active 
role (remarkably so for a "foreigner”) in public and civic 
affairs in Brisbane and beyond. In September of 1948 she was 
invited to be the American representative to the First Pacific 
Assembly, hosted in Brisbane by the National Council of Women of 
Australia. In 1957 Middlebury College awarded her an Honorary 
Doctor of Humane Letters, in part for being - to quote her 
Australian friends - "for over twenty-five years an unofficial 
ambassadress to Australia".



Sunday. November 17, 1968 :

A cold, damp, miserable day.

We left at two and had tea and sandwiches at the hotel.

We went to the Cathedral for the service at ten..most 
unimpressive sermon, which was really a report on the recent 
Lambeth Conference. The music was lovely.

"I
I said he

Rhodes Warden and Mrs. Williams had invited us to Rhodes 
House for sherry after the service. There were about twenty new 
Rhodesmen there..plus the American Ambassador to Switzerland and 
his loud, brassy, typically American-abroad wife. Every nation 
has them but ours are the worst. Rhodes Scholars from Maine, 
California. Arkansas. Mississippi. South West Africa. Rhodesia. 
New Zealand (he was at Christ Church), and Australia - Fenwick 
from Brisbane and his altogether charming wife. Bill Cl inton 
from Arkansas was most attractive. He had longish hair and 
luxuriant side burns! He said he went out for soccer and seemed 
to end up with his own blood on his face. He felt the attacks 
were personal and put it down to his side burns. He showed his 
injuries to the Coach who said that if he found the game too 
rough perhaps he should try something else.. "So”, says Bill, 
went back and bloodied some noses on my own account", 
reminded me of a knight who charged forth to battle wearing his 
lady’s glove or scarf on his sleeve.. "Yes’m." says Arkansas, 
"but I have no lady, just my side burns." He was a great admirer 
of Senator Aiken. Altogether a pleasant, international 
gathering. Mrs. Williams is just as charming as I remember her 
in Brisbane many years ago., but she hasn't the grace of dear old 
Lady Wylie.

At three-thirty we started out for an afternoon’s drive... 
down the Ifley Road to see Dad’s old digs then returned to the 
Woodstock Road to Wulvercote. to notorious Port Meadow and the 
famous Trout Inn on the Thames and to Wytham, to Botley: through 
Eynsham. Stanton-Harcourt to Bab 1ock-hythe Ferry... which wasn’t 
working... to North Moor. At Swinford before Eynsham we had 
crossed the Thames on a toll bridge: now we crossed again at New 
Bridge, through Appelton, Eaton. Cumnor.. back to Botley and 
Oxford from the west. Somehow the Thames Valley of Oxfordshire 
was not so attractive as the country we had passed through on our 
way to Stratford. The country we saw today is rolling but there 
is a bleakness and a loneliness about it... and much of the old 
forest is gone. It rained off and on all day. but driving was 
pleasant .



OXFORD...

(Author unknown)

I had been dreaming in the train. 
With thoughts at random from my book. 
I looked and read and looked again. 
And suddenly to greet my look 
Oxford shone up with every tower 
Aspiring sweetly like a flower.

"I came to Oxford in the light
Of a spring-coloured afternoon
Some clouds were grey and some were white. 
And all were blown to such a tune
Of quiet rapture in the sky,
I laughed to see them laughing by.

Home turn the feet of men that seek 
And home the hearts of children turn 
And none can teach the hour to speak 
What every hour is free to learn; 
And all discover, late or soon. 
Their golden Oxford afternoon".
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Governor Pete Wilson

May 14, 1994
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Dear Mr. President:

State Capitol • Sacramento. California 958• (916) A4.5-2841

The President
The White House
Washington, D.C.

As I understand you will be visiting Northern 
California next week, I would like to formally invite 
you to Sacramento to meet with a bipartisan group, 
including myself and our legislative leadership, to 
discuss the federal government's approach to solving the 
crisis of illegal immigration in California.

You have expressed a willingness to fix that failed 
policy. Your words of support for California, the 
working group you established with Budget Director Leon 
Panetta, and your pledge to reimburse states for at 
least part of the cost of incarcerating illegal 
immigrants are all important and positive signals.

With the state's new fiscal year fast upon us, 
California once again faces the prospect of reducing 
state services for legal residents, because we are 
forced to spend more than $3 billion on illegal 
immigration. This state cost, for what should be a 
exclusively federal responsibility, is now approaching 
ten percent of our General Fund budget.

But now is the time to match words with deeds. 
With Congress debating the federal budget, we face a 
critical juncture in our push for reform. We cannot 
afford to put this off. California's congressional 
delegation has worked tirelessly to enact reform in 
Congress, but fixing this national problem this year 
will require presidential leadership.

fen 
y.vk 1A(»

Our nation's immigration policy is a failure. But 
as you so accurately said on a past visit to our state, 
•’One of the reasons the federal government has not been 
forced to confront this ... is that the states of 
California, Texas and Florida have had to bear a huge 
portion of the costs for the failure of federal policy."
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SO.

I eagerly await your reply.

Sincerely,

PETE WILSON

The President
May 14, 1994 
Page Two

Please take this opportunity, as the California 
Legislature wrestles to balance the state budget, to 
hear face-to-face, the tough choices that the failure of 
the federal government's immigration policy is forcing 
us to make.

If you are unable to travel to Sacramento, I would 
be pleased to work with your staff to find h mutually 
agreeable alternative. Please feel free to contact me, 
or have a member of your staff contact my Deputy Chief 
of Staff, Pat Clarey, at 916/445-8612 to discuss how we 
can best coordinate our schedules.

In the past, you have often said America cannot 
recover until California recovers. Well, California 
cannot recover until we resolve this fiscal crisis 
caused by illegal immigration. I urge you to meet with 
a bipartisan group of Californians in an effort to do

We are bearing these costs, moreover, as California 
struggles to recover from lingering recession. We are 
rebuilding our economy job by job, but it takes 750,000 
jobs just to support these costs.

California cannot afford to wait until next year. 
The cost of illegal immigration grows day by day. 
Providing emergency health care alone has become 18- 
times more expensive since Fiscal Year 1988-89. The 
number of illegal immigrants in our state prisons since 
1988 has increased more than 200 percent. And if 
something is not done before next year, we will be 
forced to spend $1.7 billion educating illegal 
immigrants in public school.
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They hope that 
result

The 
c/o

Mr.  ...
this morning, I stoke with the folks at Simon &

(202) 434-5324
(202) 434-5327

(202) 434 5330

F. LANS MEAaO Bl 
JTBVIN JU KUNEY 
ROM Al 3. UTT 
GBMON A. ZWEIFACH 
SARAH MELLNE DuCGiN 
RaLII XOC-fV 
HANIELA WINK14II 

howahs V. cuTMAN 
mamcy f. nuu 
KICHAAD 4 HOFfMAH 

PAULA MICH tn tlUSQN 
ITtVFN A. miNSACH 
HAUL 3. L3VINJTCIN 
MART C. ClAAL 
VICtOlllA L. RABD 
BAMIft F. FAT1 
NICOtl K. 1EUCMAN 
LO3EAT M. KH-AlNt 
tAFHLltM I. *S4CS 
1VIM eUR HOLMCt

bookstore reorders have been small. 
significant reorders- J 
distribution.
to tell how the book is selling in the stores.

CAVIfc fi KENDALL 
CKRCORY B CXAIC 
JOHN J. BUCKLEY, JK. 
TTRMtNCB O’DObTKtLL 
DOUGLAS R. MARVIN 
JOI CM A. VILLA 
BARRY >. SIMON 
Ki YIN T BAJNE 
STEFHBN L. UR*aNC1ZYK 
FMtllP J. 'V/M) 
FREDRIUCK MTHITTEN PETERS 

peter j kahn 
JUDfTN A. MilLsR 
.ON S. fi^tY 
3COTT BLAKE HARAB 
MIOMaRl >. BUWOCJkMSYER 
JAMU T FVLLEK. fit 

DAVID D AU PH AUS ER 
BRlif.l A rtCNDERSON 
CAROLYN H W-iLLIaMS

Schuster.  
All but 1500 have been distributed to bookstores.

 ; 11, If they receive
they will print more copies for

(202) 434-5029
(202) 434-5326

 .in bookstore reorders, and trigger the need to print more copies.

The second 
T w4 11 k^t^o vo

ADDRESS VIA THE U.S. POSTAL SERVICE. THANK YOU. 

WILLIAMS & CONNOLLY TELECOPY NUMBERS;
(202) 434-5325
(202) 434-5328

W1NCENT J FULLER 
RAYMOND 'y BERCAN 
JEREMIAH C COLLINS 
ROBERT L WtlNlERC 
DAVID POVKH 
jrcvar* m 
JOHN W VARDAMAN 

paul martin m^oi ff 
.1 ftl^A** g1*1 A1TH 
JOHN C. KESTER 
NOTLUAM C. MCDANIELS 
BRMNOAN V. SULLIVAN, JR. 
AUlRtY M. CAM I IL, 111 
lUCMAAX- M. COOFER 
CtfcALD A FEFflR. 
KAJtfbKl A waTXINJ 
USURY L. 5MULMAN 

La^RCNCE LUCCMINO 
LfiMCHi H FBHOUJON. I” 
ROBERT 1 BARNETT

-

 r«i
:The Good Housekeeping excerpt is on the stands.

They report that 85,000 copies have been printed.
So far, the
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Her story 
a believable, 
good read

t< waldted CNN while her makeup kjved to s’ap on (he makeup, paint 
her noils, garden in a tube top and 
shorl-shorts, drink, smoke Pall 
Malls, party and play the horses

THE PLAIN DEALER/SATURDAY. 7, 1994
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2 By Krpinid KrileyT^Imdi &

Kelley had phoned on as a daugh­
ter-in-law — had been growth' 
e>rperience.“

Keljey also was a serious rulse- 
aneathetirt who worked hard al 
her profession. A woman, vhosd 
fint hueband was killed in an auto
accdent when she was six months 
pregnant with theli first child. Who
■ _ '  j

when th£t husband, the ftther of

inc watched her son Roger gd M 
prison fix drug dealing. * ‘

And who fought her final berrtot 
cancer Quietly, keeping the facts 
from her sons tor a long time bq a< 
wot to denipt their lives —.antf 
also to keep people frocii'bhjlJbeb 
Ing all over me, dropping team mt 
my clothes, stnud^ng mif 
makeup." >

Her hometown minister knti 
triend arid thfe ahcrat her et- hef 
graverite: ’ »

A •

I.

•„ 1

------------- ‘let roe ted you what Virginia
ror Elvis Ctntcn Kelley was Hke. She was 

Presley, big time, (he first moment like a rubber ball. The harder lifi* 
she saw birr, oti "The Ed SuEivan P® her down, the higher she 
Show” in 1950, »Aik1 was bulled on bounced. She didn't know whatthe
Elvis’ birthday, a fid she undoubt- 'wrt meant.”

son," she writes. "In those mo- The type who would jump up on edly would have loved.) Wno con- wtow mts
nments I see him as ’he world the bandstand and ring along with fessed that Hillary — who was not the Miltcunkee Journal.

z->i 1

a-FKi CXI ska aviwtwui ~  —— --------- - -------------------- -----------
u Written with ftee-Umcer James she draws an unself-onscJoosly Kdifyr
a Morgan from Little Rock, the book honest picture of hsrsell that isn’t ^hen I walch (President 
tn to astonishingly good reading, pre- always flattering. Mt :s never bar- ClmtonJ, 7 Me him 05 the^ 
f sented m a believable, true voice, ing.

It Is also deliciously ftinny. .
» Here was a little girl from tiny
. Musing about the day her son Hope. Ark., who moved to Hot
X was inaugurated. Kelley recalls Springs and took to the flashy life ______________________
2 that she made the bed and there, with gusto. Someone who vocalist Who Fe” 
p -—— 1—— W 1 ____ __ « Ba « a« » • a ’ “*

a dried, hoping to see Bill.

- "Sometimes when 1 vretcb Hm. I
2 can separate the man from my

^son." she writes. "In those mo-

A W^--

clung to/i second marriage evert

her second son, ww abusive. Who 
buried hef gentle ihird husband

‘Leading Wth My Heart'

Leader he is. the eloquent speaker 
and erudite thinker and earnest 
consensus builder. Other times, es- 

_. pectal’y when he r hurting, he’s 
& just a big old gray-headrd version 

of my little boy.

“Speaking of Bill hurting, I also 
_ lune tn so I can see whet awful 

If the state of politics — espe- thing Bob Do e has said about my 
cialy the Whitewater mess — Is non since yerterday. BDl’a above 
giving you a headache, it’a hard to this sort of thing, hot I'm keeping 
think of a better remedy than rHsL"

- ‘’Leading With My Heart.” the *u- a____ J
« tobiography of President Clinton's flerce •nd mother
1. mother. Virginm Keller, who died ^dn’tspare anyone In recounting 
0 in January her life - exrepl maybe her boys.

Bill and Roger. Without apologies.

Morgan from Little Rock, the book honest picture of herself that isn't when I walcil (Thesident 
» — — a » a.a . V • a k • ■ < -8

world leader he is.... Other
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Other Opinion
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Lawsuits damage the presidency
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Daniel Pollitt is Kenan professor of 
law. emeritus, at UNC-Chapel Hill.

The Constitution is silent about civil 
suits, but here as well, history augurs for 
presidential immunity.

Some at the Constitutional Convention 
worried that even impeachment would 
impair the president’s capacity to 
perform his duties of office and warned 
against subjecting him “to the 
distraction of suits by disappointed 
private citizens.” John Adams (later 
President John Adams), for example, 
thought the president should not be “the 
subject of any process whatever” for this 
would “put it in the power of a common 
justice to stop the whole machine of 
Government.”

Thomas Jefferson agreed that the 
executive must be free from the designs 
of the judiciary and asked rhetorically if 
the “Executive would be independent of 
the Judiciary if the several courts could 
bandy him from pillar to post, keep him 
constantly trudging from north to south 

rights of congressional witnesses, as well 
as his constitutional rights under the 
First Amendment. Despite this, the 
Supreme Court held for Nixon.

The president can be sued " when 
judicial action is needed to serve broad 
public interests,” as when President 
Truman, in direct violation of 
congressional mandate, “seized” the 
steel mills during the Korean War to 
head off a nationwide strike. The 
president may be required to submit 
evidence in an ongoing criminal trial. 
Chief Justice John Marshall subpoenaed 
President Jefferson’s correspondence 
during the treason trial of Aaron Burr. 
But the president cannot be sued by a 
private citizen for damages.

The court noted in the Fitzgerald case 
that the president is “an easily 
identifiable target for suits for civil 
damages” and that “because of the 
singular importance of the president’s 
duties, diversion of his energies by 
concern with private lawsuits would 
raise unique risks to the effective 
functioning of government."

The presidential immunity from 
damages liability was thus established, 
but only “for acts within the ‘outer 
perimeter’ of his official responsibility.” 
One would think that sexual harassment 
is beyond the outer perimeter of such 
responsibilities. On the other hand, the 
Supreme Court held that Nixon’s 
violation of two federal laws and the 
Constitution was not beyond the outer 
limits of his responsibilities.

Sexual harassment, while of extreme 
importance, certainly shouldn’t pose any 
more legal vulnerability for Clinton than 
Nixon’s violations did for him.

Clinton’s alleged activities took place 
prior to taking presidential office. The 
timing is not significant. What matters is 
the burden on the president’s abilities to 
carry out his heavy responsibilities.

• • •

Our history affirms, in the words of 
Jefferson, that the courts are not to 
“bandy" the president from “pillar to 
post' and thereby “withdraw him 
entirely from his constitutional duties.”

Reason affirms that should Paula 
Jones prevail in her lawsuit, copycat 
suits would surely follow, hounding the 
president from coast to coast. The need 
to defend against even frivolous suits 
takes a heavy toll in money (The 
president's legal bill reportedly runs at 
$400 per hour) and the energy necessary 
if the president is to guide us through 
troublesome internal and foreign affairs. 

Does immunity from private suit for 
damages put the president “above the 
law”? “No,” said the Supreme Court. 
Other checks protect us from 
presidential misconduct: a vigilant 
press, the threat of impeachment, the 
incentive for re-election and the concern 
for an honored role in history.

and east to west, and withdraw him 
entirely from his constitutional duties.”

Oddly, the issue of presidential 
immunity from civil suits did not reach 
the Supreme Court until 1982, when the 
court held that Richard Nixon, then out 
of office, couid not be sued in damages 
for wrongs he committed while
president.

Ernest Fitzgerald, a civilian employee 
of the Air Force, testified to a Senate 
committee about huge cost overruns in 
the procurement of an airplane desired 
by his superiors. The superiors decided 
to rid themselves of this 
“whistleblower.” Two months later his 
department was “reorganized” with 
Fitzgerald out of a job.

The press and members of Congress 
took up the cudgels on his behalf with the 
White House. Staffers there 
recommended that “we should let him 
bleed.” The president agreed, and 
admitted personal responsibility for the 
dismissal. Fitzgerald then sued the 
president for damages.

Fitzgerald alleged that his dismissal 
violated two federal laws protecting the

The\!.w • v ■ ■ ■' 

Thursday, May 12, 1994

BY Daniel Pollitt

CHAPEL HILL 
aula Corbin Jones last week 
charged in a lawsuit that in 1991 
President Clinton, then
governor of Arkansas, 

___  summoned her to a Little Rock 
hotel room and there urged her to 
engage in a sexual act. The charges were 
aired last February at a Conservative 
Political Action Conference, and before 
that ballyhooed by the president's 
right-wing political enemies. An older 
sister says Paula Jones “smells money.” 
The president's counsel denies the 
episode ever happened, dismissing the 
accusations as "tabloid trash.”

Did the president harass a state 
employee with sordid sexual requests? 
The titillating question bulldozed all 
other issues off the Sunday morning talk 
shows. Anita Hill, lamenting her brutal 
treatment in the Clarence Thomas 
hearings, hopes Jones will get a fair 
hearing.

Will there be an open trial: a 
face-to-face confrontation between
accuser and accused? The legal odds are 
against it. For constitutional reasons, for 
reasons of public urgency, the president 
has an immunity from lawsuits, both 
civil and criminal.

This is our history. This is our
i Constitution.

• • •
The Framers of our Constitution were 

aware that someday a "President, Vice 
President, or other Civil Officer of the 
United States” might engage in
“Treason, Bribery, or other High Crimes 
and Misdemeanors.” But the Framers 
did not want to subject the president to 
the political ambitions of any partisan 
prosecuting attorney the country over, 
and crafted an exclusive congressional 
impeachment process requiring action 
by both Houses, and a "super majority” 
vote in the Senate

The sentence in impeachment extends 
no further than removal from office; but 
the "Party convicted” is thereafter 
subject to "indictment, trial, judgment 
and punishment according to law.” 
Simply put, the president has immunity 
from criminal trial until the Congress 
completes the impeachment process.

But not so the vice president. The 
Nixon administration turned on Vice 
President Spiro Agnew: belittled the 
significance of the vice presidency; and 
successfully contended that he was 
subject to criminal trial (for failing to 
report bribes on his income tax) without 
prior impeachment. But if jailed, how 
could the vice president perform his 
constitutional mandate to preside over 
the Senate? Work release? The results 
seem wrong.

*
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1 here will be those who view
1 UNC-Chapel Hill law pro­

fessor Daniel Pollitt’s essay 
 on the opposite page as the 

desperate defense of a liberal by a 
liberal. Pollitt contends, based on 
his considerable expertise on con­
stitutional law and on his own 
recent research, that

more important to his high office 
and the people it serves.

’J

S"Sys«ny"sr: 

important things to do.

Sones' allegations are true or false.

Sd^^ S
should not have to find times to 
defend himself against such charg-

administration's most bitter politi­
cal enemies.

And what’s to stop another per­
son. a hundred, a thousand other 

from filing similar suitsu 
Nothing. Filing a civil suit, baseless 
or legitimate, is as easy as walking

If presidents are protected from 
such suits, as Pollitt believes they

s

Paula Corbin Jones. sub]ect the white Housei to pressure

and dangerous circu1mst(aJLcepvpn 
this case, it’s complicated even 
more by the fact that this president . 
hasn't the means to pay; for hun­
dreds of thousands of doilars. in 
legal help from his own pocket.

'r serve; and by the American 
people when they run for re-elec­
tion.

Pollitt’s argument is persuasive 
indeed, and the country would be

underprivileged. If the paper should at any time be the voice

>uld be untrue to its history.



THE PRESIDENT HAS SEEN

THE WHITE HOUSE

WASHINGTON

May 17, Pi] J

MEMORANDUM FOR IDENT

FROM: BILL GALSTON

SUBJECT: VALUES AND CHARACTER EDUCATION

To move this issue forward, I have undertaken two steps.

2.

I will continue to look for ways in which you and the 
administration can build on current concerns about declining 
values to reinforce a positive public consensus about character 
.formation.

Secretary Riley and I have been discussing this issue for some 
months, and he is very supportive. In fact, he met a delegation 
of character education proponents in his office a few weeks ago.

For the past month, I have been working with the noted 
communitarian thinker Amitai Etzioni to plan a full-day White 
House meeting on character education. This meeting is 
tentatively scheduled for the end of July. If you wish, I will 
be happy to provide you further information on this event.

1. I have directed the Department of Education to look for 
responsible ways of incorporating character education into the 
Elementary and Secondary Education Act reauthorization, which is 
being marked up by the Senate Labor and Human Resources Committee 
this week.

On the attached Wall Street Journal article about values and 
character education, you asked whether we should do more. In my 
judgment, the answer to your question is an emphatic "Yes."

THE^SJ^S



THE PRESIDENT HAS SEEN

May 16, 1994 94MAY 17 A|fl:3|

MEMORANDUM FOR THE

HAROLD ICKES 6FROM:

SUBJECT:

The table of contents begins on the 3rd

cc:

’v

THE WHITE HOUSE

WAS HIN GTO N

Maggie Williams
Melanne Verveer

Suggested Healthcare Events For Memorial Day 

Recess

Attached is a booklet entitled "Delivering The Message - 
Healthcare" which describes suggested healthcare events for the 
Memorial Day recess. The table of contents begins on the 3rd 

page of the booklet.

The booklet, which was prepared by the "war room" staff, has been 
distributed to Members of Congress and others.

Also attached is a copy of "A Compilation Of Remarks By the 
Clinton Administration On Health Care Reform", dated 12 May 1994, 
which has also been distributed to Members of Congress and 

others.
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'spilling into Macedonia and trigger* 
tv ing a general Balkans war.

Ur u»RR» fUGti iHi wA^HiNGiari ho- I

the president has seenCV-a. (X5A ©HGsm,
r i * ’“i

I

iW

Skopje

Enlarged
above

could spark a war across internation­
al borders. Furthermore, the explo­
sive Serbian region of Kosovo is on 
Macedonia’s border. As a result, the

t operation in the Balkans. 
j ,The presence of the U.S. soldiers 
..is aimed at preventing the bloody

MONl 1

0___25

MILES

the old Swede border sector, which 
straddles the Belgrade-Athens high­
way, U.S. troops patrol 45 miles of 
border and have far more sitings 
and occasional contact with Serbian 
forces. The Serbs also conduct reg­
ular patrols in this more populated, 
strategic area and sometimes cross 
into Macedonia. “We saw more in 
the first three days here than the 
entire time in the east,” said Carr.

With a mission only to patrol and 
observe along the border, the U.N. 
troops have no capability or authori­
ty to defend Macedonia in the un­
likely event of a Serbian invasion. 
“Unless they’re actually shooting at 
us, we can’t do anything," said 1st 
Lt. Robert Bennett, commander of 
the border sector on which OP 51-E 
sits.

But the U.N. presence, and in 
particular that of the United States, 
is aimed at warning Serbia about 
moving against Macedonia. "We are 
a thin blue line, having no fire pow­
er, no artillery or tanks, showing 
the will of the world community," 
said Tellefsen.

Although a number of Serbian pa­
trols or troops in the border region 
have increased in recent weeks, 
Tellefsen said, “I don't see any mili­
tary threat on Macedonia for the 
time being.”

In the meantime, U.S. forces are 
upgrading the observation posts

—I—
r

they have taken over frbm the 
Swedes. Army engineers are busy 
building underground bunkers in 
which soldiers could seek cover 
from shelling. More fighting posi­
tions are being added, and all are 
being improved to include overhead 
cover.

the matter with Serbian corps com­
manders. Serbian commanders told 
them that the border activity was 
training for a reserve unit, and that 
the Serbian soldiers who set up the 
mortar had merely been curious 
about the new American presence in 
this border sector.

“I told them if we see weapons 
systems aiming at us, it creates ten­
sion,” said Brig. Gen. Tryggve Tel­
lefsen, a Norwegian commanding 
the U.N. troops in Macedonia. “I 
told them it would be a good idea to 
avoid this.” The general said the 
Serbs agreed to inform him in ad­
vance of future exercises.

Ham, the U.S. commander, said 
the Serbian actions likely resulted 
from an overzealous local com­
mander and were not part of an ef­
fort by Serbia to threaten the 
American troops. "I think once it 
became known in Belgrade, proba­
bly more senior officials interceded 
and said, ‘This is not what we want 
to do,’ ” he said.

Until last month, the U.S. force 
was relegated to patrolling a 15- 
mile border sector in a remote 
mountainous region in the east, not 
far from Bulgaria, where virtually 
nothing ever happened. But the 
American reinforcements were sent 
to free a Swedish contingent for du­
ty in Bosnia.

Now that they have taken over

GREECE

<2

7
• I

Skopje*

MACEDONIA

U.S. Peacekeeping Troo
______ __________ /

» nian— most resembles Bosnia’s ex-
V plosive brew, and a domestic dispute

o____ so
MILES

YUGOSLAVIA

SERBIA

t Macedonia, which declared its in- several hours, donned flak jackets, 
•‘dependence from Yugoslavia in grabbed their weapons and trained a 
" 1991, is surrounded by Bulgaria, 50-caliber machine gun on the Serbi- 
•'Greece, Serbia and Albania, which an mortar position during the encoun- 
!■ have various claims on Macedonia’s ter. Anti-tank weaponry was available

The Serbian activity began a day 
after NATO issued its ultimatum on 
April 22 for Bosnian Serbian forces 
to end their attacks on the Bosnian 
Muslim city of Gorazde, and as far as 
soldiers here are concerned, this 
was no coincidence. “1 think if we 
had bombed, they would have retali­
ated," said Carr. "That’s my guess.”

Following the encounter at the 
observation posts, the U.N. and U.S. 
commanders in Macedonia made an 
unusual trip into Serbia to discuss

» 
a I

!■ have various claims on Macedonia’s 1
•■.territory, people, culture, religion although not put in position. 
.. and even its name. "Whatever they did, we did,” said

Macedonia’s ethnic mix—about Sgt. Michael Carr, the observation
3Q percent of the population is Alba- post commander. “Our 50-cal was

laid right on them. It was a mirror 
effect. We didn’t oveneact, but we 
didn’t underreact.”

Across the Tabanovce Valley, a 
second U.S. observation post in the 
hilly northern Macedonia frontier al­
so encountered a Serbian buildup. 
Lt. Col. Carter Ham, the U.S. com­
mander in Macedonia, moved some 
troops closer to the outposts ready 
to respond if needed. U.N. helicop­
ters flew by.

After five tense days and U.N. 
consultations with Belgrade, the 
Serbians pulled back arid the U.S. 
soldiers here breathed easier.

Commanders at the U.S. and U.N. 
headquarters for the peace-keeping 
force in the Macedonian capital of 
Skopje play down the seriousness of 
the incident, and the Serbs called it a 
training exercise. But for the sol­
diers at OP 51-E, it was deadly seri-

Belgrade

Macedonia—tarty one recent rtiom-
mg, Serbian soldiers'set up a ma-  
chine gun on a brush-covered ridge United Nations has sent more than 
overlooking this U.S. Army border 1,000 peacekeepers there to patrol 
outpost. More Serbs arrived and dug Macedonia’s frontiers with Albania 
in positions on the ridge during the and Serbia. The U.N. force includes 
day. As the American soldiers U.S. troops, who began arriving in 

.watched with growing alarm, the January 1993.
■Serbs set up an 82mm mortar, with- From an original force of 300, the

camp just half a mile downhill. Macedonia has increased in the past
' This encounter on April 23, which month to more than 520 troops and

I sparked tensions that lasted five days, now represents close to half the to- 
tmderscordd the delicate tx)sition of tai U.N. force here. A second infan- 
Thelightly armed U.S, troops in this try company from the Germany- 
Jormer Yugoslav republic aslhey un- based 3rd Infantry Division was de- 
dertake an increased presence and re- ployed here in mid-April, and three 

r sponsibility in the U.N. peacekeeping Army Blackhawk helicopters and 30 
aviators were also dispatched.

During the recent incident, the 
------------ r------------- ------------- , U.S. troops at this 12-man outpost, 

( ,25-month-old conflict in Bosnia from located on a scrubby hill 30 yards 
from the Serbian border, took to their 
fighting positions behind sandbags for

‘■Serbs set up an 82mm mortar, with- L o
in easy lobbing range of the U.S. blue-bereted American presence in 

- — L -11 *  "1—1  t * 11 * « * • ■ . . -Macedonia has increased in the past
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George E. Reedy
Nieman Professor of Journalism

rhe best tactic here is t?e opening mcve n;ade by the President— 
a refusal tc discuss it as unwcrthycf "resident discussion ^ut a firm denial 
issued by a White House spokesman. This suit is going tc hurt and the hurt will

I was both shocked and appalled by the headline in this morning's 
MILWAUKEE PEdTINiL that the President might plead Presidential immunity tc the 
suit on sexual harassment filed by Paula Jones. If he does, he might as well 
submit his resignation with the siea and turn the White House over tc Albert 
Gere at cnce. I am hoping and praying that the story is based on academic 
musings by a lawyer and that the President never considered it at all.

Eight here, I wish to make an important—really crucial—point. 
Neverjnever,never trust a good lawyer for advice on a political issue. A few 
lawyers are good at policies but if you check them, you will find cut that they 
are not very good lawyers. The problem is that good lawyers become enamoured 
of legal technicalities which do not stand up outside a courtroom.

Milwaukee. W1 53233

414-224-7089
hay 7,199h

One of -.bJ's greatest prcolems as President grew cut of trusting the 
advice of one of the oest lawyers in N shingten—Abe Ecrtas. There was a tie 
between Baker and Johnsen which was innocent on the latter's part. But LBJ 
had engineered Baker's selection as Secretary to the Majority in the Senate and 
the Press referred tc him as Lr.J's "protege" when he was caught with his nands 
in the cookie jar. Hortas advised Johnson tc deny that there was any hock-up 
between the two of them because Baker had been elected to the Eenste post by 
the vote of the fenate Democratic Caucus. It was a distinction without a 
difference and the only result was mcckeiy by the Press which took up the 
theme that Johnson claimed he "barely knew --obby Baker". This was sc obviously 
oheny that it degged LjJ throughout his term. Incidentally, Johnson did net 
consult re cr any- of his pclitical advisers on the Portas statement in advance. 
Pad he dene sc, we would have prevented • im from making it even if we had been 
forced tc hogtie him and insert a gag in his mouth.

Ri ht now, it is geing very well. The vote tc ban -Aller guns is 
welcome in every, large and middle-sized city and the President will get the 
credit in the public mind. Furthermore, success breeds success when dealing 
with Congress and the gun control measure can well be the prelude tc 
success in other fields.

be painful. But it is not necessarily disastrous unless hm-s'deatial immunity is 
invoked. Many people are geing tc believe Paula Jones regardless of the f/cts. 
But others will not believe her and they will be in a majority as long as the 
Clinton Presidency is going well.
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One miner point. I ncticed that the President was reported as being 
"testy" over critical questions about his foreign policy at a news conference. 
I don't blame him if the reporting was valid. Anyone who has experienced the 
complicated realities of foreign policy groans at the public attitude. President 
Clinton's response—cutside of the testiness—was verj good, .hat he said is 
that Presidents,w en they enter the office,seen discover that their powers in 
this field are strictly lifted and that any ca.’paign ^remises go by the 
beard because of their impossibility. The only difficulty here is that the 
Republicans are desperate in their search for issues and any t stiness displayed 
by the President will lead to a redoubling of their efforts to make him look 
bad on some specific issue.

Brooke Shearer,Director 
President's Commission on

White House Fellowships 
712 Jackson Place,M.W. 
Washington,D.C. 20503

PS: I was the guest speaker at a Distinguished American luncheon riven by. the 
Jc^n Fitzgerald Kennedy Library last week. It had an excellent audience which 
included people ike Tony Lewis,harvin .(alb and other ton journalists, cst of 
them were rather favorable in their estimates of the President although all of 
them also thought that he stil_ has to learn some things about the Presidency.

Another point of importance is that the T7 conferences with 
Clinton are oeing well received. Lhe is really raking a "hit", of course, 
there will be some negative comments. Jut there were negative comments about 
Eleanor F. osevelt also and the obvious fact was that she enhanced FJE's 
popularity.
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*By EDWIN M. YODER,

WASHINGTON—Many unpleasant currents converge in the ''sexual 

harassment" charges filed against President Clinton last week in 

Little Rock by a former Arkansas state employee, Paula Corbin Jones. 

She claims that in May 1991 then-governor Clinton called her to a 

hotel suite and made unwanted sexual advances.

Jones first told her story in February at a Cliff Jackson 

special—yet another press conference called by the self-styled former 

"friend'' who for years has merchandised one tale after another in 

his tireless crusade to besmirch Bill Clinton. Since there were no 

witnesses to the alleged incident, Jones' word is all we have to go 

on. Robert Bennett, the president's lawyer, has categorically denied 

the charges in his behalf.

No doubt Clinton's partisan enemies rejoice at yet another trashy 

shot at him. But their turn will come, for it requires no great depth 

of imagination to see where the politics of character assassination is 

leading. If Paula Jones succeeds only in making a nuisance of herself, 

her case will offer a tempting precedent for any foe of any 

officeholder anywhere. A sitting president is merely the biggest 

imaginable target.

Unfortunately, the American press tends to be cowed by the 

talismanic words ''sexual harassment,'' which rank next to ''child 

abuse'' as a self-validating accusation. The response therefore is 

boilerplate legal pieties. If Richard Nixon had to answer a subpoena 

for his tapes, or Clarence Thomas face Anita Hill's charges, shouldn't 

a president be obliged to do likewise? The easy answer is yes. "There 

seems no satisfactory or honorable alternative to its being resolved 

in the judicial system'' says The Washington Post.

(more)

(800) 879-9794
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(more)

But the easy answer is too easy. There are abundant distinctions to 

be made; and some constitutional evidence that those who wrote the 

United States Constitution intended these sideshows to be deferred 

during a president's term of office.

Richard Nixon was not charged with a pre-presidential personal 

indiscretion. He was charged with abusing the powers of the presidency 

as an "unindicted co-conspirator' • plotting to corrupt the course of 

justice—a suspicion eventually confirmed by the White House tapes. 

Clarence Thomas was accused of abuses related to his performance as 

head of the Equal Employment Opportunity Commission, which makes rules 

about behavior in the workplace. Not that Anita Hill's tittle-tattle 

warranted Thomas' public humiliation by a Senate panicked by a tidal 

release of pent-up feminine fury.

Like 98 percent of the vulgar personal detraction of Bill Clinton, 

Jones' charges date from the Arkansas years. The usual excuse for the 

attention these charges get today is the "character issue," a term 

invented by reporters and pundits to justify prurient probing of the 

private lives of public persons. And the venting of that prurience is 

injecting a terrible savagery into American political life—the 

''politics of moral annihilation," as E.J. Dionne has called it.

A clear line connects the Robert Bork hearings (his detractors, 

please recall, tried to dig up dirt on him by prying into his video 

rentals) to John Tower's kangaroo-court trial by the Senate Armed

Services Committee on vague insinuations of "womanizing" and

excessive drinking, and in turn to the Clarence Thomas ordeal, and now 

to the relentless denigration of the Clintons.

Jones' suit may be dismissed on grounds of presidential immunity, 

and should be. If it isn't, Congress has clear authority under its 

Article III powers to deprive character assassins and fortune hunters 

of their capacity to drag a president into the gutter of private civil 

litigation. An ex-president enjoys no immunity to prosecution for 

crimes committed in office; nor should he. But that constitutional 

provision implies that while a president is serving at the pleasure of 
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(c) 1994, Washington Post Writers Group

the voters he should be reached only by impeachment—not by private 

suits like Jones'. Sexual harassment suits (and what others to 

follow?) could turn the presidency into a circus and bring the 

executive branch to a standstill.
That is the practical side of the issue. The other side of it, in 

some ways more important, is the continuing slide of public life into 

the gutter, through the licensing of prurience, the waning of 

reticence, and the tendency to forget that government is a community 

enterprise, not a life-and-death struggle. When partisan zealots have 

had their way and we are all in the muck together, who will have won 

or lost?
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ing Space Debris Could Put Satellites at Risk* i '.

Here is the path of debris from just one mission, Ariane flight 16, a European venture that placed a commercial observation satellite in orbit about 500 miles above the Earth in 1986.
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Competitiveness Policy Council

Washington, DC

May 1, 1994

Rand Araskog

John Barry

William Graves

John J. Murphy

Edward V. Regan

Dear Mr. President:
Bruce Scott

.Albert Shanker

.Alexander Trowbridge

Laura D’Andrea Tyson

Edward O. Vetter

Lynn R. Williams

Promoting Long-Term Prospekiiy III

Honorable William J. Clinton 
President of the United States 
The White House
Washington, DC 20500

In its first report, the Council called for a comprehensive strategy to address the 
steady erosion in America’s competitiveness. In its second report, the Council present­
ed detailed policy recommendations in the areas of capital formation, corporate gover­
nance and financial markets, critical technologies, education, manufacturing, public 
infrastructure, trade policy and training. During the past year, we have focused on key 

specific policy issues and how they relate to US competitiveness, and have worked with 
the Administration and Congress in seeking implementation of the Council’s previous 

recommendations.

The Competitiveness Policy Council is pleased to deliver its Third Report to the 
President and Congress. In it we discuss the current state of US competitiveness and 
make recommendations for needed policy changes.

The Report represents a consensus of the Council members though not every mem­
ber agrees with every word in the text. The Council members have been appointed as 
individuals and their concurrence in this report does not necessarily reflect the posi­
tion of the institutions with which they are associated.

In addition to commenting on recent developments in education, training, technol­
ogy, public infrastructure and trade policy, this year’s report focuses on the impact of 
health care reform on the nation’s competitiveness and ways of improving how the 

government budgets for public investment.

C. Fred Bergstein

Chairman



Sincerely,

Enclosure

IV Promoting Long-Term Prosperity

The Competitiveness Policy Council is a 12-member federal advisory committee with representatives from busi­
ness, labor, government (both state and federal) and the public. The group is comprised equally of Democrats and 
Republicans. All of our meetings are open to the public. One-third of our members were appointed by the President, 
one-third by the Speaker and the Minority Leader of the US House of Representatives acting jointly, and one-third 
by the Majority and Minority Leaders of the US Senate acting jointly. The Omnibus Trade and Competitiveness Act 
of 1988 (PL. 100-418), as amended by the Customs and Trade Act of 1990 (PL. 101-382), created the Council “to 
develop recommendations for national strategies and on specific policies intended to enhance the productivity and 
international competitiveness of United States industries.”

C. Fred Bergsten

Chairman

We look forward to discussing the findings and recommendations of this report with you as we all seek to build a 

more competitive nation.

NOTE: Identical letters were sent to Albert Gore. Jr., President of the Senate, and Thomas S. Foley, Speaker of the 
House of Representatives.

Honorable William J. Clinton

Page 2
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Introduction

T
he latest news about the US economy is encourag-

ing. But its recent strength is not enough to reverse 

the long run erosion in the nation s competitive­

ness — defined as our standard of living. There has been 

improvement in some of the macroeconomic indicators but 

little progress is evident in many of the underlying economic 

fundamentals that are critical to improving our competitive 

ness: saving and investment, research and development, and 

education and training. Without improvement in these fun­

damentals, we are unlikely to translate the current pickup 

into long-term gains in our standard of living.

*
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cated in its First Report in 1992, 
high productivity and economic 
growth rates are critical ingredients 
for enhancing our competitiveness. 

In order to improve our standard of 
living we need to restore the pro­
ductivity growth rates that we expe­
rienced prior to 1973. [Figure 1]

Productivity^ growth is a neces­

sary, but not sufficient, condition 
for improving US competitiveness. 

Higher economic growth is needed 
to reemploy the human resources 
freed up by increased productivity^ 
Accordingly, the Council set a sec-

On the other hand, the current 

environment provides a good 
framework from which to attack our 
long-run needs. Between 1972 and 
1987, after taking cyclical factors 

into account, productivity grew bv 
only 1.3 percent per year, compared 
with an average of 2.5 percent dur­
ing the previous twenty years.

Between 1987 and 1993 productivity’ 
growth was still only 1.2 percent per 
year.1 The higher numbers in the 
early 1990s are largely due to the 
normal productivity recovery from 
the recession. As the Council indi­

ond goal of achieving a lasting 
growth rate of 3 to 3.5 percent for 
the overall economy by the end of 
the decade. The US economy sur­

passed this target in 1993, posting 4 
percent growth. In response, unem­
ployment, which has been too high 
for too long, fell from 7.7 percent in 
June 1992 to 6.4 percent by the end 
of 1993. This pickup in economic 
growth in 1993 was highly w'elcome.

But we are doubtful that such 
rapid growth can be maintained. 
Although net private investment 
moved up slightly7 to 4 percent of 
gross domestic product (GDP) in 
1993, it is still well below its 1973 
level of 8 percent of GDP and con­
tinues to be the lowest of all the 

industrialized nations. Investment 
in plant and equipment, which has

Figure 1
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saving to the level that prevailed 
prior to 1973. One of the most 
troubling developments in 1993 was 
that net national saving (gross sav­

ing minus federal and state govern­
ment deficits) fell to 1.5 percent of 
net national product (NNP), con­
tinuing its downward trend from 11 
percent of NNP in 1973. [Figure 2]

This fall in net national saving 

occurred in spite of the Administra­

tion’s success in securing Congres­
sional approval of a five-year budget 
reduction package. The Congres­

sional Budget Office (CBO) recent­
ly reported that, due in large part to 

the agreed package, the federal bud­

get deficit is expected to fall to 

approximately 2.5 percent of GDP
o-i---------------- 1---------------- ,----------------,---------------- 1---------------- ,---------------

1993 1994 1995 1996 1997 1998 1999

by 1998, down from close to 5 per­
cent of GDP in 1992. [Figure 3[ 
This is a substantial move in the 
right direction but is only half way 
to eliminating the deficit. Under 
current policies, moreover, the bud­
get deficit is expected to begin 

increasing again after 1999.
Total private saving fell one per­

centage point of NNP, caused in 
large part by a large drop in house­
hold saving from a peak of 7 percent 
of NNP in 1973 to a historic low of 
3 percent of NNP in 1993.2 As the 
Council noted last year, increases in 

private saving, while desirable, are 
extremely difficult to engender; thus 
most of the improvement in nation-

the highest payout in terms of pro­
ductivity, also remained relatively 
flat at 9 percent of GDP in 1993 

its lowest level in over 30 years.
The Council calculates that nation­

al investment would have to 

increase by at least 4 to 6 percent­

age points of GDP, or about $300 
billion annually at current prices, 
for the economy to achieve our 

ambitious productivitv target and 
thus maintain growth at 3 to 3.5 

percent per year.
In order to finance the needed 

increase in national investment 
without additional foreign borrow­

ing, the national saving rate u'ouid 
have to rise by 5 to 7 percentage 

points of GDP, restoring national 

Figure 2

US National Saving

a. 41

CD

i 3 

as 
CL

Projected Deficit 
Under Clinton Plan

J®
ii

1990s1980s

10



50 -

Government

T T Then looking at US competi
V V tiveness relative to our 

4 Promoting Lung-T™ Prosperity

Business

Household

1955

I

1970

I

1975 1980 How is the United 
States Performing 
Relative to Others?

al saving will have to come from 
correcting the federal budget 
deficit.

Increases in public and private 
saving are critical to achieving a sus­
tainable improvement in our living 
standards. Economic improvements 
built on debt-financed consumption 
will not translate into permanent 
gains for all Americans. Aggregate 
non-financial debt is close to twice 
the nation’s GDP, higher than any 
time since the Second World War. 
[Figure 4] In spite of the fact that 
the economy has been improving, 
government and household debt has 
continued to grow to record levels. 
Business debt has returned to its 
mid-1980s level, but remains at 
almost 60 percent of GDP. The 

been falling in the lowest two quin­
tiles, basically constant in the third 

quintile, and has been rising only in 
the top two quintiles. The worsen­
ing distribution of income is not 
only a manifestation of our compet­
itiveness problem but also con­
tributes to many of the problems 
plaguing our society today. 
More job creation and investment 
in education and job training are 
necessary to help American workers 
achieve rising living standards.

only way we can hope to achieve 
lasting improvements in our econo­

my is to earn our standard of living, 
through domestic saving and invest­
ment, and not continue to borrow, 
as we have been doing since 1980.

The recent upturn in the econo­
my camouflages another troubling 
development. The widely cited eco­
nomic indicators report national 
averages which do not correspond 
to individual experience. The 
Council is concerned about raising 
living standards for all groups of 
Americans. While average personal 
income has been rising, the percent­
age of people living below the 

poverty fine has been increasing. 
Furthermore, the average annual 
growth of mean family income has

major trading partners, the most 
relevant measure of comparison is 
productivity growth. While the 
United States remains the most effi­
cient economy in the world, the gap 
between the United States and the 
other industrialized countries is 
closing. Productivity growth rates in 
Japan and Germany have tended to 
be above those for the United States 
until recently.

However, productivity growth in 
Germany fell to almost zero and in 

Japan actually fell to below zero in 
1992. Japan, correcting for its 
investment bubble in the 1980s and 
having failed to take the necessary 

expansionary measures, experienced

I
I*
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exacerbate the deterioration of the 
US trade deficit.

The fact that the US economy 

outperformed Germany and Japan 
in 1993 has led some observers to 
suggest that the United States has 
solved its competitiveness problem. 
The Council does not share this 

optimism predicated upon a narrow 
view of competitiveness. We should 
not take comfort from the fact that 
other nations are performing worse 
economically than the United
States. Nations can and should seek 
to raise their living standards simul­
taneously, as was the case for most 
of the period following World War 
II. Furthermore, declines in Euro­

pean or Japanese growth rates do 
not imply that the US economy is 
operating more efficiently. The 
best measure of our nation’s ability 

to compete is our ability7 to main­
tain rising living standards here at 
home. Strong growth abroad is 

necessary in order for US produc­
ers to sell their products and hence 
boost US income.

Between 1870 and 1973, real per 
capita income in the United States 
grew at an average of 1.9 percent 
per year, enabling incomes to dou­
ble every thirty-two years. US living 
standards in 1973, measured by real 
income, were ten times greater than 
they were a century’ earlier. At the 

current anaemic growth rate of 3 
percent per year between 1973 and 
1993, it will take another fifty-five

a decline of half a percent of GDP 

in 1993. Germany, which has vet to 
fully adjust to the challenges of uni­
fication and new realities in the 

international economy, experienced 
a decline of 1.5 percent of GDP in 

1993. In turn, the US merchandise 
trade deficit expanded by 40 per­

cent, reaching approximately Si32 
billion in 1993, and causing the 

current account deficit to grow to 
SI09 billion. Export growth fell to 

2 percent, primarily due to slow 
growth in the industrialized coun­
tries, and imports grew bv 8 per­
cent, reflecting the economic 
recovery here in the United States. 
[Figure 5] A steady strengthening 
of the dollar against all major cur­

rencies except the yen will further

It
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The Council’s Role

' I 'he Competitiveness Policy 
_L Council was established by

6 Promoting Long-Term Prosperity

mendations in each of these areas. 
Many of these recommendations, 
especially in the areas of technolo­
gy, trade policy, education and 
worker training, have already been 
adopted by the Clinton Administra­

tion and enacted by the Congress. 
This year’s report focuses on the 

implications for America's competi­
tiveness of health care reform, 
public investment in technology, 
education, training, and infrastruc­

ture and trade policy. This report 
also outlines our recommendations 

on investment budgeting and our 
current work program in the areas 
of capital allocation and social issues.

Congress in 1988 to address the 
long run decline in the nation’s 
standard of living. The Council 

brings together representatives of 
business, government, labor, and 
the public— both Democrats and 
Republicans — to analyze the caus­
es of the erosion in our competitive­

ness and to make recommendations 
to reverse this trend. In its First 
Report to the President and Con­
gress, issued in 1992, the Council 
stated that “America’s economic 

competitiveness ... is eroding slowly 
but steadily in spite of the fact that 
the United States continues to 

maintain the highest living stan­
dards and levels of productivity in 
the world.” In its initial report, the 
Council identified six issues relating 

to improving US competitiveness 
deserving of priority attention: sav­
ing and investment, education, 
technology, corporate governance 
and financial markets, health care 

costs and trade policy. In 1993, the 
Council presented detailed recom­

years, until the year 2050, to double 

current incomes. The key to stem­
ming the erosion of US competi­
tiveness lies with reversing recent 
trends in long-run economic funda­
mentals. Although the current eco­

nomic recovery does not in itself 
achieve this, it does provide an 
excellent opportunity to act deci­
sively in shifting national priorities 
toward investing in human and 
physical capital. It is precisely dur­

ing times of economic growth that 
we should begin saving and invest­
ing for the future.



A
s a sector responsible for 14 percent of GDP, health f r-•

care influences every aspect of the US economy.

Accordingly, in its First Report, the Council identi­

fied health care reform as an area deserving priority attention.

Because of its enormous and growing impact on the economy

and the federal budget, the Council concluded that the “nation­

al objective should be the achievement of world-class health

care for all Americans at a cost to the economy that is compa­

rable to other major industrial countries.”3 Given the rapidly

shifting nature of the policy discussion, the Council decided to

defer its consideration until the Administration’s reform pro

posal and other detailed proposals were was presented for

policy debate.4

Health Care
Reform and US 
Competitiveness

15
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Health Care and the 
Economy

The Council is interested in the 

impact of health care reform on the 
economy as a whole as well as on 
the labor market, the trade balance, 
and particular industries. Each of 
these is discussed below.5

promise to freeze the current share 
of GDP devoted to health care. 
They would only slow the rate of 
growth beginning in 2000, resulting 
in a lower health share of GDP 
after 2000 than would occur under 
present law. This would be a signifi­
cant achievement, but the Council 
believes that the nation may eventu­
ally have to aim to reduce the share 
of GDP devoted to health care. In 

addition, all budget estimates on 
health care reform are subject to a 
great degree of uncertainty.

Evaluating the impact of health 
care reform requires a consideration 
of both the short term and the long 

term. In the short term, the federal 
deficit is likely to rise slighdy higher 
with reform than it would under cur­
rent law. This could further reduce 
national saving. In the long run (after 

2004), the various plans being dis­
cussed aim to reduce the federal 
deficit below the current-law base­

line and contribute to raising nation­
al saving and investment. As we 
stated in our First and Second 
Reports, federal policy often has a 
built-in bias against long run consid­
erations. For health care reform, we 
believe that the proper target is get­
ting control of the system’s costs over 
the long run. Therefore, in compar­
ing reform alternatives, Congress and 

the American people should give 
more weight to the long term deficit 
impheations than to the impact on 
the deficit over the next few years.

ealth care costs in the United 

.States are higher and are ris­
ing more rapidly than in all of our 
major trading partners. Unfortu­
nately, there is no evidence that our 

citizens are commensurately health­
ier. Although there is no apparent 
relationship between health care 
expenditures and predicted life 
expectancy among the industriafized 
countries, the United States is a 
clear outlier with extremely high 
health care expenditures and lower 

than average predicted life 
expectancy.6

This leads the Council to believe 
that health care costs are diverting 
resources from other parts of the 
private economy where they could 
be used more productively and 
thereby improve the overall com­
petitiveness of the country. In the 
absence of reform, the health share 
of GDP is projected to rise from its 

current 14 percent level to around 

17 percent in 2000. None of the 
reform proposals being discussed, 
including the Administration’s, 

If health care costs were frozen at 
approximately the current level of 
spending, averting a projected 

increase to 16 percent of GDP by 
1997, $125 billion (in 1997 dollars) 

could be redeployed to non-health 

purposes. Such a reduction in pro­
jected health care spending would 
not change national income but the 
“reform dividend” could have a sig­
nificant positive effect on competi­
tiveness, depending on the extent to 
which the freed-up resources were 
reallocated to productivity-enhanc­

ing investment. Companies could 
invest some of their reform divi­
dend in research, while individuals 
could devote some of their ensuing 

higher wages to personal saving. 
The reduction in the share of 
employee compensation attributed 
to health care could be matched by 
an increase in the share going to 
pensions, further increasing nation­
al saving. Lower federal spending 
on health could enable the federal 
government to reduce the deficit, 
leading to a further improvement in 

national saving. Lower health care 
costs could also make the United 
States more attractive to job-creat­
ing foreign investors.7

In the absence of changes in indi­
vidual saving, business investment, 
or government dissaving, large 
effects on competitiveness cannot 
be anticipated. But the way in which 

the reform is carried out could lead 
to some effects on competitiveness.



290

I

Source: Bureau of Labor Statistics

Promoting Long-Term Prosmstty 9

Health Care and the 
Labor Market
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Given the large size of the health 

care sector, even small effects can be 
significant when amplified across 
the economy.

lower wages. Increases in health 

care costs in recent years have eaten 
into employee wages and other ben­
efits.8 In fact, rising health care costs 

in recent years may help explain 
some of the decline in real wages 
over the same period. Had employ­
er spending on health care been 
considered as “imputed income,” 
the fall in cash earnings would not 
have been as steep. [Figure 6]

In addition to its impact on 
wages, the current health care sys­
tem has contributed to a two-tier 
job market. While employers are 

not currently required to provide 
health insurance, many do. To 

avoid incurring greater costs, 
employers sometimes hire new 

workers as temporaries or via tem­
porary worker services to avoid 
incurring current and future health 
care obligations. The increased use 
of temporary workers can be a 

result of many factors, such as 
industry restructuring, a desire for 
more flexible work teams or the 
choice of individuals who do not 
wish to work full time. But to the 

extent that health insurance plays a 
role, the reliance on temporary 
workers is a negative factor for the 
labor market as a whole. In addition 
to working with little security and 
few benefits, temporary workers 
often do not receive adequate train­

ing, are not fully integrated into the 
workplace, and therefore are not 
able to contribute fully. A national

Figure 6

Cash Earnings and Employer-Paid
Health Care Benefits

workplace distorted by the health 

insurance system cannot meet high 
performance standards.

The health care system may also 
exacerbate problems with the cur­
rent welfare system. Under the 

existing system, some low-income 
individuals may face a perverse dis­

incentive, preventing them from 
taking a job lest they lose their 
Medicaid benefits. According to the 
CBO, the Administration’s proposal 
is projected to increase the labor 
force participation of welfare recipi­
ents. Such a “liberating” effect 
could assist in the welfare reform 

process. On the other hand, an 

'he biggest stake workers have 

in health care reform is in 

gaining access to quality health care. 
There is enormous benefit to such 
health security, both to workers and 
to the long-term efficiency and flex­
ibility of the US economy as a result 
of the greater mobility of workers 
no longer dependent on their cur­
rent employers for health care ben­
efits. The Administration and 

Congress need to ensure that any 
further health insurance subsidies 
provided for low-income individuals 
do not create new disincentives pre­
venting the poor from taking jobs.

If the rate of increase in total 
health costs is reined in, workers 
will also benefit as consumers. 
Health care reform may also permit 
unionized workers and management 
to shift their focus to other work­
place issues; disputes over health 
care benefits have been a leading 
cause of labor-management disputes 
and strikes.

Most analysts now agree that the 
burden of the current employer­
based health care system is borne 

primarily by workers in the form of 
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Health Care and 
International Trade

khe effect of health care reform 
on international trade will 

occur mainly through its effect on 
federal spending and national sav­
ing. If health reform prevents the 
budget deficit from rising in future 

per worker for all firms, which is 
estimated to be $319.11 It is not 
clear what effect health reform will 
have on health-care related export 
industries such as equipment and 
pharmaceuticals which may benefit 
from the increasing spending on 

health services and may be hurt by 
utilization controls. Import-sensi­
tive industries are expected to expe­
rience a modest cost saving under 
the Administration’s plan. [Figure 7]

$18

a

employer mandate, by raising labor 
costs (at least temporarily), could 
reduce the demand for workers.

The current health system causes 
large cost shifting. The firms that 
provide health insurance pay not 
only for their workers, but often 
also for spouses working elsewhere 
without health insurance. In addi­
tion, small companies that provide 

insurance may pay very high rates 
due to the absence of community 
rating. Both forms of cost shifting 
may distort competitiveness in 
favor of firms that do not pay 
health care costs. Thus, the current 

situation is unsustainable.
Reform of the magnitude need­

ed will certainly have an impact on 
health care-related industries, for 
example, the health care equip­
ment and pharmaceutical indus­
tries, which are among the 
strongest export industries. The 
Council believes that the competi­
tiveness impact of systemic reform 
on the health care industry should 
also be considered.

years, that will boost saving and 
should improve the balance of 
trade. If, as analysis suggests, 
increases in health care costs are 
home primarily by workers, then 

US exports do not carry a higher 
price due to health care costs.9

In addition to any overall effect 
on the trade deficit, the composi­
tion of the economy and trade could 
change under reform. The present 
system of rising, uncontrolled 
health care costs falls most heavily 
on large firms, many of which are 

strong exporters. Industries such as 
mining, primary metal, transport 
equipment, chemical products and 
petroleum products spend more 
than twice the national average of 
health care costs per worker.10 
Reform of our current health care 

system could help ease the burden 
being placed on these industries.

Most of the cost savings resulting 
from reform are concentrated in the 

top twenty export industries, where 
firms could gain an average of $439 

per worker. Manufacturers that cur­
rently offer insurance would gain an 
average of $263 per worker, as many 
of these industries already provide 
health care coverage both to their 
own workers and to their workers’ 
relatives who are not covered by 
smaller employers. Manufacturing 
firms which do not currently insure 
their workers will have to pay an 
additional $1,726 per worker. This 

is compared to the average net cost 

Figure 7

Net Savings Per Worker Under 
Health Care Reform

$96o0
Tradeable Manufacturing Top 20 T r 2* 
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“H
A Ithough the Council has not 

-LA-taken a position on pending 
health care bills, there are several 

points that it wants to make about 
the current debate.

First, the Council supports the 
availability of affordable high quali­
ty medical services for all .Ameri­
cans. The current system whereby 

some people cannot obtain coverage 
has negative economic, health, and 

social implications. Any serious 
health care reform must address the 
problem of cost shifting and aim 
toward a more equitable distribu­
tion of the costs of providing health 
care for all our citizens.

Second, many of the reform pro­
posals, including the Administra­

tion’s, are projected to achieve a 
lower growth path of federal health 

spending in the long-run (despite a 
higher path in the short run) than the 

current course. Cost containment 
through efficiency gains and true cost 
reductions, while preserving the abil­
ity of the industry to continue inno­
vating, is key to insuring that reform 
does not come at the expense of our 

competitiveness. Bv better control­
ling the share of government spend­

ing going to health, the reform 
would free up public resources for 
important public investments and/or 
lowering the federal deficit. Either of 
these outcomes would contribute to 

American competitiveness.

Third, the current health care 

system is not a static entity. Too 
many analysts assume that the fea­
tures that they like about the cur­

rent system are fixed and therefore 
find fault with some features of the 
Administration’s reform model. The 
public should compare the various 
reform plans not to the current sys­
tem but rather to what the current 
system will evolve into if left 

unmanaged. The problem of med­
ical overspending and inflation is a 
national problem requiring a 
national solution. At present, 
employers who do provide health 

insurance have to spend an inordi­
nate amount of time trying to 
reduce their costs to the extent pos­
sible.12 Many emplovers have cut 
back health services and without 
reform more will do so. The Coun­
cil does not believe that the present 

system can cure itself without 
changes in the law.

Fourth, the Council has adopted 

no position on whether employers 
should be required to pay a portion 
of wages or salaries in the form of 
health care, but we are very trou­
bled with the current system where­
by some employers provide health 

care and others do not. This leads 
to distortions in our labor markets, 
the structure of our economy, and 

our medical system. Ultimately it is 
the worker who pays for most of the 

health care system, through lower 
wages and the quality' of health care
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other grounds such as practicality, 
equity, ease of administration, and 
most importantly, its contribution 
to improving productivity and US 
living standards. An employer man­
date should not necessarily hurt our 
firms as they compete in interna­

tional markets.
Fifth, the Council is concerned 

about proposals which would treat 
small and large firms differently. 
Government policies should avoid 
creating incentives for firms to be 
small, stay small or become small. 
Of course, the current system puts 
many small firms that provide 
health benefits at a disadvantage rel­

ative to larger firms because the 
costs per worker are disproportion­
ately large due to the absence of 
large group rates.

received, and thus the competitive­

ness concerns over an employer 
mandate may be exaggerated.13 
Many of the large companies 
involved in the tradeable goods sec­
tor are already providing health care 
to their employees. An employer 
mandate would not hurt these com­
panies; indeed it might help iron 
out some of the distortions which 
disadvantage these companies and 
may reduce future costs of provid­
ing health care insurance.14

Mandating firms which do not 
currently provide health care cov­
erage may result in some short-run 
effects for these firms, but these 
can be softened in a variety of 
ways. Thus, the Council believes 
that the proposal for an employer 
mandate should be decided on 

Sixth, the Council believes that 
whatever financing system is cho­
sen should attempt to improve 
access and utilization of preventa­
tive health care services. By 
employing more cost effective pre­

ventative measures, we can avoid 
higher costs of treating illnesses. In 
spite of this, childhood immuniza­
tion rates for certain diseases have 
actually fallen in recent years. A 
significant part of our current 
health care expenditures are direct­
ly affected by drug abuse, smoking, 
violence, AIDS, teen-age pregnan­
cies, premature births and other 
life-style and behavioral issues. 
Ultimately, preventative health 
measures can go a long way toward 
achieving the difficult goal of 

containing costs.



T successful than other industrialized countries in creat­

ing jobs. The United States created over 40 million

jobs over the past twenty years. Most of these new jobs were

filled by new entrants into the labor force, including women, 

immigrants and members of the baby-boom generation.

This enormous growth in jobs was also accompanied by changes 

in the composition and structure of employment in the United

States. Virtually all of the new jobs created over the last twenty 

years were in the service sector (96 percent). In fact, employ­

ment in the service sector almost doubled from 47 million
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in 1970 to 88 million in 1993, 
while manufacturing employment 
declined from 19.4 million to 17.7 
million over the same period. At 
the same time that the economy 

was creating jobs in order to 
absorb these new entrants into the 
labor market, real wages for pro­

duction workers actually declined. 
Real average wages were $254.66 

per week in 1993, 24 percent 
below their 1973 level of $315.38 

per year.11
The United States has an envi­

able track record in job creation and 
absorbing new entrants into the 
labor force. But the economy has 
difficulty assisting people move 
from one job to another. Structural 

change, defense conversion, and

|j resident Clinton recently signed 
-IT Goals 2000: Educate America 

Act, which establishes eight national 
education goals (see box) and a 

process for stimulating the nation, 
states and localities to achieve these 
goals. The Act codifies a bipartisan 
National Educational Goals Panel 
(NEGP) responsible for building a 
national consensus for improvement 
in education, reporting on progress 
made in reaching the goals, and 

reviewing standards and assessment 
criteria. It also establishes a Nation­
al Education Standards and 

Improvement Council (NESIC) 
responsible for certifying national 

content, student performance and 
opportunity-to-leam standards. All 
these standards are voluntary; states 

may adopt NESIC-certified stan­
dards, submit their own standards 
for certification, or choose not to 
submit their standards to the 

NESIC. However, in order to 

receive some of the $400 million in 
Goals 2000 school improvement 
funds, states must submit plans to 
the Secretary of Education that 
address content and student perfor­

mance standards and opportunity- 
to-leam strategies based on those 

standards.

Figure 8

Composition of the Student Body
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trade liberalization have resulted in 
large numbers of dislocated workers 

over the past two decades. The high 
cost of moving these workers into 
more productive and growing sec­
tors in the economy places large 
burdens on workers and communi­

ties. A flexible labor market benefits 
the economy as a whole, but we 

cannot ignore the costs which may 
result from such flexibility. The 
challenge is to preserve the bene­
fits for the many without ignoring 
the costs to the few. If our aim is 

to improve the living standards, we 
must be concerned with the quali­
ty, as well as the quantity, of the 
jobs we create. In addition to cre­

ating high productivity, high 
income jobs, we must also make 
the proper investment to prepare 

our workers so that they can per­
form well in them.

The Council made a series of 

recommendations in its 1993 
Report to improve the competitive­
ness of the US labor market within 
the context of a system of life-long 
learning. There are four major 

aspects: basic education, school-to- 
work transition, active worker 
training and reemployment of dis­
located workers. Each builds upon 
the others. Our ability to train stu­
dents and workers for high skilled 

jobs depends on a solid foundation 
of basic education. Devoting addi­
tional resources to worker training 
will only be effectacious if we 

1962
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School-to-Work

F) resident Clinton also recently 
JL signed the School-to-Work
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what students should know and be 
able to do as a result of their 
schooling — standards for academ­

ic content and student perfor­
mance. The Council therefore 
applauds passage of Goals 2000 in 

accordance with the recommenda­
tion included in its Second Report. 
Expectations must change from 
minimum competency to high 
achievement both for students who 

go on to college and for those who 
go directly to work. We strongly 
urge all states and local school dis­

tricts to adopt the National Educa­

tion Goals and to use them as the 
basis for curriculum and assess­

ment, textbook and other materi­
als adoption, teacher licensing and 
professional development require­

ments and accountability systems.
We also strongly urge that 

NESIC adopt a rigorous standards- 
certification process, that states 
either adopt those standards or sub­
mit their own standards to NESIC, 
and that the quality of this process 
and its effects on improving educa­
tion be monitored.

Opportunities Act, which reflects 
many of the Council’s recommenda­
tions in this area. The Act provides 
S300 million in FY 1995 as seed 

money to states and local school 
systems to develop school-to-work 

transition programs. Aimed square­
ly at reclaiming the “forgotten half’ 
of American youth who do not go 

on to college [Figure 8], the initia­
tive includes many of the elements 
that the Council recommended as 

essential components: mentorship 
and jobs provided by employers; 
integration of academic and voca­
tional learning; provision of wages 

to protect against exploitation of 
student-workers; and provision of 
certificates of occupational skill

.Also included in the Act is the 

creation of a National Skill Stan­
dards Board made up of business, 
labor, education and training, gov­

ernment and community represen­
tatives. This Board is charged with 
developing a framework for a 
national system of voluntary stan­
dards for the knowledge and skills 
needed to perform successfully in 
the workplace.

As we noted in our Second 
Report, improving the education 

system must begin with the estab­
lishment of rigorous standards for 

Goals 2000 had its origins in a meeting of the nation’s governors convened in 

September 1989. In March 1990, President Bush and the governors announced 

eight education goals for the year 2000 and created an Education Goals Panel to 

develop indicators for measuring progress and issue an annual report card on the 

nation’s progress in meeting the goals. The eight national education goals included 

in the bill signed by President Clinton prescribe that by 2000:

• All children will start school ready to learn.

At least 90 percent of students will finish high school.

• Students will leave grades four, eight and twelve with demonstrated 

competence in English, math, science, foreign languages, civics and 

government, economics, arts, history and geography.

Teachers will have access to programs for the continued improvement of 

theirskills.

• The United States will be first in the world in math and science achieve­

ment

• Every adult will be literate and possess the skills to compete in a 

global economy.

• Every school will be free of drugs and violence.

Every school wHI promote involvement of parents in their children’s 

education.
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Reemployment of 
Dislocated Workers

Figure 9

Private Sector Training

roll requirements. The Administra­
tion has not yet put forward its pro­

posal to promote greater job-based 
training, and the Council encour­
ages it to do so soon.

'he Administration recently 

proposed to overhaul the 
nation’s programs for dislocated 
workers. This proposal, incorporat­
ed in the Reemployment Act of 
1994, makes several innovations in 
the confusing web of current labor 

programs. First and foremost, the 
Administration proposes a single 

mastery upon completion. Partic­
ularly gratifying is the spread of 

interest in this program on the 
part of an increasing number of 
states which are developing their 
own approaches, including 
apprenticeships, tech-prep educa­

tion, cooperative education, and 
career academies. The Council 
applauds the cooperative efforts of 
the Departments of Labor and 
Education in making $100 million 
in funds available this fiscal year 
for the program and in working 

cooperatively to move this initia­
tive forward.

ctive worker training is the one 
area within labor market poli­

cies in which the United States lags 
behind and there has been no 

progress. [Figure 9] During the 
campaign, President Clinton sug­
gested a “play or pay” scheme, 
which would have required firms to 
spend at least 1.5 percent of payroll 
on training of active workers, or else 
pay that amount into a government 
training fund. Concern from the 
business community caused the 
Administration to back off from this 
proposal. In its Second Report, the 
Council recommended that the 

government encourage firms to 
increase job-related training 
through grants, tax credits or pay

program for all workers, regardless 
of the cause of their dislocation. 

Second, the new program would 
expand the opportunities available 
to dislocated workers to improve 
their skills and find new jobs. Indi­
viduals could participate in long­

term meaningful training and 

receive income support for up to 
two years while they are enrolled in 
training. The Administration also 

wants to create a system of “one- 
stop” centers for providing services 
and improve the collection and dis­
semination of labor market infor­
mation to make it easier for people 
to find new jobs.

The Council supports the 
Administration’s efforts to improve 

government programs designed to 
help workers adjust to the new eco­

nomic realities. The Council also 
has several concerns in light of the 
Administration’s proposal.

The Reemployment Act aims to 

eventually terminate Trade Adjust­

ment Assistance (TAA), a program 
dating back to 1962, aimed at assist­
ing those workers who lose their 
jobs due to trade. While there are 

strong arguments in favor of main­
taining a program tailored for 
trade-impacted workers, the major 
objection in rolling this program 

into a general program is that it 
would result in a net reduction of 
benefits provided for those workers.

A core issue in the debate over 
dislocated worker programs is 
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whether these programs should pro­
vide guaranteed benefits (an entide- 

ment) or have spending limits.
Currendy, TAA is an enddement 
and general assistance for all dislo­

cated workers (under the Economic 
Dislocated Worker Adjustment 

.Assistance program) has a spending 
cap. The Administration has 

attempted to make some in-roads in 
this debate. On the one hand, the 
Administration is concerned that the 
quality of benefits may be compro­
mised under strict spending limits. 
On the other hand, the Administra­
tion realizes that longer training and 

income maintenance for those in 
training are critical to promote seri­
ous adjustment. The Reemployment

“I
Act proposes income support for 
those undertaking training, but does 

not go far enough in ensuring ade­
quate benefits for all workers in 

need. Furthermore, there is insuffi­
cient effort at designing a secure 
funding base to insure the long-term 
viability of the program.

Most people agree on the impor­
tance of training the nation’s work­

force, both while employed and 
between jobs. Yet during a time of 
limited public resources, there is 
heightened awareness of the costs of 
such programs. We need to better 

spend the resources we currently 
devote to training while at the same 

time expand these programs to 

encourage labor market flexibility’.

investment to prepare

our workers so that 

f our aim is to

.

quantity, of the jobs 

we create. In addition 

to creating high

productivity, high

income jobs, we must

standards for all

Americans, we must 

be concerned with the 

quality, as well as the 
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n its Second Report published last year, the Council recom-

I mended that the Administration adopt a new technology

policy to improve US competitiveness. The main features of 

this policy, as developed by our Critical Technologies Subcoun­

cil, chaired by Erich Bloch, a former Director the National Sci­

ence Foundation, include:

■ Moving $4-7 billion per year from defense R&D to civil­

ian and dual-use R&D. [Figure 10]

■ Significantly increase funding for industry-driven R&D

programs (where industry shares in the cost and sets the

direction of the R&D).

I I

Critical 
Technologies

£1r 1 up



FY93 FY94 FY95

($ in millions)

68 200 451 128

472 554 625 13

18 30 61 103

384 551 865 57

Percentage Distribution of Civilian and Defense R&D

FY93 FY94 FY95

Source: Budget of the United States, Fiscal Year 1995
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Restructuring the priority set­
ting and management of feder­
al R&D, and increasing private 
sector input to this process.

Percent Change
FY94-FY95

Dual Use Counted as Defense
Civilian R&D
Defense R&D

Dual Use Counted as Civilian
Civilian R&D
Defense R&D

Improving the infrastructure 
for manufacturing and technol­
ogy commercialization, includ­
ing programs to help small 
manufacturers modernize.

Advanced Technology
Program (NIST)

Technology Reinvestment
Project (ARPA)

Manufacturing Extension
Program (NIST)

Technology Transfer 
(CRADAs, several agencies)

The Administration has begun to 

implement a new technology policy 
largely reflecting the Council’s rec-

Congress must appropriate 
funds for programmatic 
increases in the Presidents 
budget request in FY 1995.

The work must continue, both 
in the Administration and the 
Congress, in the FY 1996 and 
FY 1997 budgets. This 
promises to become increas­
ingly difficult under the caps in 
the budget agreement.

The government and private 

sector must work together to 
ensure that the new and 
expanded programs work as 
intended, and that they are eval­
uated and modified as necessary.

Although the Administration has 
adopted an ambitious new approach 
to managing its R&D budget, the 
nation will not have a well-managed 
R&D program until comparable, 
and more difficult steps are taken to 
improve the management of science 

and technology in the Congress.
The R&D budget is highly frag­

mented in Congress, divided among

■ Focusing federal procurement 
and R&D projects in areas 
that would help drive com­
mercial technologies, such as 
in defense procurement and 
initiatives to develop a 
national information infra­
structure or intelligent 
vehicle/highway system.

■ Improving the financing of 
the commercialization of 
technology.

ommendations. These steps are 
promising, but many of the changes 
needed to develop an effective US 
technology policy are structural in 
nature and cannot be fixed in a sin­
gle year. For our technology recom­
mendations to accomplish their 
goals several things must happen 
over the next several years:

Figure 10

Civilian/Dual Use Industrial Technology Programs
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nine appropriations subcommittees. 
The authorizing committee that has 

the clearest focus on the R&D bud­
get, the House Committee on Sci­

ence, Space, and Technology, 
authorizes less than 30 percent of 
the R&D budget. This fragmenta­
tion makes it very difficult to set 
priorities, especially for multi­

agency programs.
In its recommendations last year, 

the Council noted the need to 
establish a better process in Con­

gress to make decisions on science 
and technology^, such as realigning

appropriations subcommittees to 
bring more key technology pro­
grams under a smaller number of 
subcommittees, or by establishing a 

process by which authorizing and 

appropriating committees together 
can examine the whole R&D bud­
get. These recommendations are 

increasingly important.
The Council is encouraged by 

the recent passage of technology' 
legislation by the House and Sen­
ate. The legislation includes many 
of the Council’s recommendations. 
We hope that Congress will act 
promptly in addressing the differ­

ences in the two versions. The leg­
islation would establish a program 

by which the federal government 
would make loans to technology 
development finance corporations, 
which would then invest in early 
stage financing for new technology 
ventures. Although there is support 
for the federal government helping 

to correct market failures in the 
financing of technology, the Sub­
council has two concerns with the 
specific proposals.

First, the Subcouncil believes 
that although there may be a need 
for increased early stage financing, 
the main problem is in later stage 
financing for capital intensive pro­

jects. A variety of federal, state, and 
private sources currently provide 
funding for early stage develop­

ment, although more funds could 
be used. Funding is very limited,

lh

1 The US spends 0.3 percent of its R&D on 

industrial development.

2 Includes only research for the US. The US 

does not have general university funds.

Source: National Science Foundation. OECD. National Sources
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however, for capital intensive pro­

jects. Venture capital funds can 
individually support ventures that 
require $3 to 4 million; several 
funds working cooperatively can 

support ventures of up to $30 mil­
lion. Some technologies, however, 
require significantly greater 
amounts of funding to become 

successful, and it is in some of 
these technologies (such as flat 
panel displays or lithography for 
semiconductor manufacturing) 
where US industrial competitive­
ness is the weakest.

Second, venture capital firms, as 
currently structured, may have dif­
ficulty taking advantage of the loan 

provisions in the House version. 
Venture capital firms can not 
transfer liabilities across invest­
ment projects, since it would 
expose the partners to a liability 

R&D programs have different, and 

sometimes ambiguous, criteria. In 
actuafity, it would be difficult to 
develop a rigid set of requirements 
applicable in every situation. For 
example, some firms may perform 
their R&D at home even though 
they manufacture their products 
abroad. It may be counterproduc­
tive to deny such companies the 

opportunity to participate in feder­
ally-funded R&D.

The Council has asked the Criti­
cal Technologies Subcouncil to take 
a careful look at recent developments 
in this area. The Subcouncil is study­
ing the various criteria currently 
being employed and will recommend 
guidelines for developing a coherent 
and flexible set of criteria aimed at 
maximizing the benefit of federally- 
funded technology programs to the 

US economy.

greater than their investments. 
This makes it particularly difficult 
for venture capital firms to receive 

government loans. The Council 
continues to strongly support 
prompt final passage of this legis­
lation and hopes that the Depart­
ment of Commerce will seek 

private sector input as it refines 
this proposal, as called for in the 

current legislation.
The federal government's role in 

promoting research primarily 
through the tax code has been 
recently supplemented by serving as 

a more active participant in promot­
ing American leadership in emerg­
ing technologies. This expanded 
role raises the question of what eli­
gibility criteria should govern par­

ticipation by US and foreign firms 
in federally-funded technology pro­

grams. Presently, different federal



he devastating impacts of the earthquake in Los Ange-

T les provide another example of how dependent our 

economy is on the nation’s infrastructure and how

much we take that infrastructure for granted. No more glaring 

example of transportation’s impact on the economy could be 

imagined than the collapse of the nation’s busiest highway, the

Santa Monica Freeway, and the attendant losses related to 

freight, commuting, and commerce. The astonishing rebuild­

ing of the freeway in six weeks time is testament to its 

enormous role in the region's economy. Investment in infra­

structure, which the Council has strongly recommended in its 

earlier reports, is crucial to support and enhance economic 

value, create jobs, and sustain the long-term competitiveness of 

the national economy.

Public 
Infrastructure
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Financing Proposal

A Ithough the budget proposals 
xxfor FY 1995 and beyond refle

Budget Proposals

I
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------for FY 1995 and beyond reflect 

a renewed attention to capital 
investment in infrastructure, the 
increases are barely large enough to 
make a dent in the decades-old 
deterioration of infrastructure. 
Chief among these problems is the 
practice by state and local officials 
of deferring maintenance on infra­

structure to the indefinite future. 
The practice is so widespread that 
the category of “deferred mainte­

nance” has taken on the connota­
tion of an actual program item in 
state and local budgets. But deferred 

maintenance is not a program, it is a 
liability, and the public needs to be 
continually aware of the deferral of 
its responsibilities to maintain its 
own economic lifelines.

To tackle these problems head- 
on, Edward Regan, a member of the 
Competitiveness Policy Council 

There are several advantages of 
this proposal. First, it concentrates 

on preventive maintenance of exist­
ing infrastructure, a continuing pri­
ority for our nation. Second, it 
advocates paying for long-term 
infrastructure investment through 
appropriate long-term debt instru­
ments, rather than through increases 
in operating funds. Third, this pro­
posal would only minimally impact 
the federal deficit. It would require 

state and local governments to share 

The LA earthquake showed in 
the starkest of terms how infrastruc­

ture serves as an economic fife-line 
finking communities, states, and the 
nation. In light of the central role 
infrastructure plays in productivity, 

economic growth, urban renewal, 
and job creation, and in light of the 

overlapping interests in infrastruc­
ture on the part of numerous gov­

ernment agencies, the creation of a 
White House committee or federal 

interagency task force on infrastruc­
ture is needed to coordinate a 
national strategy for infrastructure 
renewal and responses to high pri­
ority infrastructure needs.

recently proposed a large, fiscally 
sound, public infrastructure invest­

ment program.17 The program 
includes the following components:

embodied in a series of Congres­

sionally-mandated highway demon­

stration projects. These projects are 
singled out for special treatment by 
federal officials and lawmakers 
rather than competing at the state 
level for the limited resources avail­
able. We are pleased therefore to 

see the Administration’s proposed 

rescission of funding for these high­
way demonstration projects.

■ Federal subsidies of the interest 
payments on these bonds over a 
15-year period.

■ Use of bond covenants that are 
enforceable in the courts and that 

require preventive maintenance 
of the infrastructure, thus locking 
in the benefits of the program.

■ A one-time major upgrading and 
renovation of the nation's 
deferred maintenance needs, on 
the order of $80 billion over a 

two-year period.

■ Creation of taxable state and 
local infrastructure bonds to 
finance the program; such bonds 

would be able to attract invest­
ments from pension funds as well 
as other sources.

'he Council is encouraged by 
the positive attention given to 

investment in transportation infra­
structure in the President’s pro­
posed FY 1995 budget. 
Recognizing the importance of 
public infrastructure in the nation­
al economy, the budget requests 
full funding of highway programs 
at the levels authorized in the 
Intermodal Surface Transportation 
Efficiency Act of 1991 (ISTEA).16 
The proposed increase in Amtrak’s 
capital improvement funds is also 
long overdue.

In its Second Report, the Council 
noted its concern with the “pork 
barrel” approach to infrastructure 
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in the costs, and it would schedule 
the federal share over the useful life 
of the projects. The federal govern­
ment would collect taxes on the 

interest payments on the taxable 
bonds, thus offsetting some of the 

costs of these interest payments. 
Finally, the program would create 
tens of thousands of jobs, a highly 
beneficial public purpose. The 

Council commends this proposal for 
serious consideration on the part of 
Congress and the Administration.

ongress has the opportunitv to 
establish a strategic basis for the 

nation’s highways and transportation 

system as a whole and to link the 

transportation system to the goal of 
improving US competitiveness. 
The occasion for this is the submittal 
by the Department of Transporta­

tion in December 1993 of a pro­
posed National Highway System 
(NHS) to Congress for review and 
adoption.18 The proposed system of 

158,000 miles of highways carries 
over 70 percent of the nations com­
mercial traffic, and connects to hun­
dreds of ports, airports, terminals, 
and border crossings.

In announcing the NHS, the 
Secretary of Transportation placed 
it within the context of the develop­

ment of a National Transportation

System intended to fully integrate 

passenger travel and freight move­
ment by air, rail, water, pipeline, 
and transit.

Congress has until September 30, 

1995 to complete the adoption of 
the NHS. In the event that Con­

gress does not act, the Department 
of Transportation will not be able to 
distribute FY 1996 funds in the 

NHS category and the NHS con­

cept will disappear.
We urge Congress and the 

Department of Transportation to 
avoid this possibility, and go fur­
ther in the direction of strengthen­
ing the NHS. This would mean 
extending to the NHS the high 
safety and quality standards of the 

Interstate system and enhancing 
the ability of the NHS — and the 
larger National Transportation 

System — to serve the nation’s 

strategic competitiveness interests. 
One clear example of the strategic 
directions to be taken is the need 
— already identified by the 
Department of Transportation — 
to address infrastructure problems 

associated with the movement of 
international trade. Reaping the 
full benefits from the commercial 

opportunities resulting from the 
North American Free Trade 

Agreement, will require improve­

ments in waterborne highway, avi­
ation, and rail systems and their 
multiple connections in order to 
reduce border bottlenecks. More
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modes but also related communi­

cations systems.

generally, the National Trans­

portation System may become an 

appropriate framework for the 
reauthorization of federal trans­

portation programs after ISTEA 
expires in 1997. Ultimately it 
could serve as a strategic basis for 
integrating not only transportation 



Trade Policy

T dations on trade policy made in the Second Report 1

have been implemented by the Administration.

In particular, the Council welcomes the conclusion of the

Uruguay Round trade negotiations of the General Agreement

on Tariffs and Trade (GATT). Taken as a whole, the new trade

agreements and the institutional reforms in the GATT will pro­

tries which trade. The Administration, and in particular the

Commerce Department, is doing a good job in coordinating

export policy. Although there were delays in making several

key appointments, the mechanisms being used — in particular

to be working well.

he Council notes that many of its specific recommen-

the Trade Promotion Coordinating Committee — now seem

vide a real economic stimulus to the United States and all coun-



it

* 1

28 Promoting Long-Term Prospektiy

We commend the Administra­
tion’s recent decision to remove the 
requirement for shipment-by-ship- 
ment advanced approval for virtually 
all civilian telecommunications and 

computers exports to China and the 
countries of the former Soviet 
Union. This action is in accordance 
with the Council’s recommendation 

to remove unilateral export controls. 
We hope that the Administration 
will continue working to eliminate 
all remaining export disincentives 
and that the Administration and 

Congress will agree on reform and 
rationalization of the Export Admin­

istration Act soon.
We note that the Administration 

is seeking higher budget authority 
for many export-related programs 

and we applaud this shift in priority. 
Although the Administration does 

not envision the Export-Import 
Bank program reaching as high as 
the $20 billion level recommended 
by the Council, the Administration 

estimates that it will increase from 
$16.7 to $17.5 billion in FY 1995.19 

The Council's recommendation for 
a unified budget function has not 
yet been followed, but the Office of 

Management and Budget (OMB) 
has put together a table of Export- 
Related Expenditures (Table 3B-13 
in the FY 1995 Budget). We are 

encouraged by the prospect that a 
unified budget function may be 
employed in FY 1996.

With regard to international 
trade, the Council recommends the 

’l

I 
I

1
II following: First, we urge the 

Administration to submit the 
GATT implementing legislation as 

soon as possible now that the 
GATT Agreement has been signed.

Second, we urge the Congress to 
renew the President’s trade negoti­

ating authority (which expired on 
December 15) for new multilateral, 
regional and bilateral agreements. 
The President should not be handi­
capped in foreign economic policy 

in a rapidly changing world.
Third, we again reiterate the 

importance of assuring a competi­
tive exchange rate for the dollar. 

Maintenance of the recent apprecia­
tion of the yen is an essential ele­
ment in reducing Japan's huge and 
disruptive global surplus.



I
n our earlier reports, the Council called for more effective 

approaches at the federal level to design and implement a

progress has been made in the past year, but we believe that tur- 

ther steps are needed. This section will discuss four relevant 

areas in the federal budget process: (1) investment budgeting;
5

(2) budget caps; (3) competitiveness impact statements; and 

(4) industry baselines.

Investment Budgeting

1 A he federal budget process lacks any systematic way to assess the

appropriate trade-off between current consumption and invest­

ment. The President’s budget is put together with recommendations

Improving the 
Policy Process

national competitiveness strategy. We note that some
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'here is no simple definition of 
public investment. Generally, 

these are government programs to 
purchase goods and services which 
provide significant positive external­
ities over a long period of time.19 
Investments typically have lengthy 
payoffs and produce tangible 
results. They lengthen the produc- 

from each department. The Con­

gressional budget committees 

review the budget according to 
CBO function categories and aggre­

gate oudays and deficit. The House 
and Senate appropriations commit­
tees divide the budget up by sub­
committees, usually along agency 
lines. Even though the budget is 
assembled in three different ways, 
none of these ways directly analyzes 
compositional issues such as invest­

ment versus consumption.
In prior reports, the Council has 

recommended that the US govern­
ment establish an investment bud­
get to highlight the share of federal 
spending going to public investment 
and to permit careful consideration 
of whether that share is adequate. 
By an investment budget, the Cotm- 
cil is not referring to a capital bud­

get that separates physical capital 
and credit flows from the rest of the 
budget. An investment budget is a 
far simpler reform to accomplish.

five life or increase the productivity 
of labor and/or capital.

The General Accounting Office 
(GAO) has suggested that any 

investment budget should probably 
exclude most defense expenditures 
(but include defense R&D), most 
federal civilian buildings, and major 
equipment for carrying out federal 
functions. OMB has taken a broader 
view in its analysis of investment. 
There will never be complete agree­
ment about the definition of public 

investment. Since our proposal does 
not relax budget disciplines (as a 
capital budget might), there is no 
need for full agreement as long as 
the investment budget is clear about 
what it includes and is consistent 

over time.
The value of an investment bud­

get lies not only in knowing the 
percent of spending that goes for 
investment, but also in looking at 
trends and using the data to estab­
lish investment targets. There 
would also be great benefit in esti­
mating how much investment is 
needed in future years so that the 
US government will be able to con­
sider in advance whether sufficient 
funding will be available.

The Council strongly supports 
the Clinton Administration in its 
efforts to increase federal invest­

ment but we urge further action. 
By making the consideration of 

investment an explicit part of the 
budget process, the Administration 

can develop a more coherent 

investment plan. By monitoring 
public investment more transpar­
ently, the Administration and Con­

gress may have an easier time 

persuading the public that such 
investments must be preserved and, 
if possible, increased.

For many years the President’s 
budget has included a breakout of 

investment expenditures, including 
physical and non-physical invest­

ment, and both defense and non­
defense investment. But there is no 

evidence that this presentation 
influences decisionmaking. It 
appears that it is put together by the 
OMB after all of the individual bud­
get decisions are made. No Con­
gressional committee uses it for 
policy making. There is little public 
attention to these numbers.

Based on OMB’s categorization 
of investment programs, the Coun­
cil has examined federal investment 
levels over the past thirty years. 

[Figure 12] We note that the Clin­
ton Administration’s FY 1995 bud­
get does call for an increase in 
non-defense investment over last 
year’s level. But taking a thirty-year 
perspective, we find that the share 
of non-defense outlays going to 
investment has steadily declined.20 
The current level of investment is 
down substantially from a genera­

tion ago. Federal investment 
(including physical capital, research, 
education and training) is lower

I
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Figure 12

Composition of Federal Non-Defense Investment

both as a share of non-defense bud­

get outlays and as a share of GDP.21 
In 1965, federal investment consti­
tuted approximately 2 5 percent of 
non-defense outlays and 2.5 percent 
of GDP. In 1995, federal investment 

is projected to be approximately 11 
percent of non-defense outlays and 

1.9 percent of GDP. The Council 
believes that we need to increase 
public investment in these areas, as 
well as make better use of the dol­
lars we are currently spending.

The Council has also worked 
with GAO to analyze the FY 1995 
budget based on GAO’s definition 

of investment which looks at federal 

programs that lead to long-run pro­
ductivity improvements in the pri-

public investment which is so 

important to raising long-run pro­
ductivity. The budget process we 

envision would start with a “soft 
target” from the National Eco­

nomic Council for the percent of 
the total budget that should go for 
public investment. After the Presi­
dent makes his budget decisions, 

OMB would prepare an investment 
budget for the Congress. Specifi­
cally, investment would be subdi­
vided by budget function and class, 
and then totalled.22 The total 
should be shown as a percent of 
total civilian federal spending and 

as a percent of GDP.
The Congress might ask CBO to 

develop comparable investment fig­

ures for other countries. Ideally, the 
budget resolution would include an 
explicit statement on the appropri­
ate level of federal investment. 
There might also be Congressional 
hearings on the adequacy of the 

investment share and level, as com­
pared to other countries. In addi­
tion to budget-year numbers, the 
OMB tables should include projec­
tions of what the Administration 
intends to invest over a five-year 
period. The budget resolution 
should specifically consider the ade­
quacy of the five-year numbers and 
the likelihood that such investments 

will fit within discretionary spend­

ing ceilings. Overall, the Council 
suggests a soft non-defense invest­
ment target of 12 percent of total

vate sector. This is narrower than 
the above measure in some ways 

(excluding federal structures for the 

operation of government) and 
broader in others. Based on the 

GAO definition, we find that the 
Clinton budget does not succeed in 

increasing investment above the
1993 level. In 1993, such investment 
was 1.7 percent of GDP, slightly 
higher than the level is expected to 
be in FY 1995.
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non-defense oudays (or 2.1 percent 
of GDP in 1993). This would 
require an additional $16 billion 

shift into public investment in the 
FY 1995 budget, from $134 billion 

to $150 billion.

the Budget Enforcement Act to per­
mit entitlement cuts or revenue 
increases to be used to pay for 
increases in federal investment as 
recommended above. The budget 
process should be focusing on the 
amount of deficit-spending, not on 
whether such spending is discre­
tionary or mandatory. It might be 
noted that the Congress has tried 
caps on the deficit (Gramm-Rud­
man) which did not work and it is 
now using caps on discretionary 
spending which do work but have 
negative side effects. An intermedi­
ate solution — not yet tried — 
would be to allow derogations from 

the discretionary cap if done in a 
deficit neutral manner. More atten­
tion should be given to making cuts 
in entitlements and tax expenditures 

for affluent Americans.

caps will require very large cuts 
from the budget baseline. [Figure 
13] We are doubtful that the neces­
sary increases in public investment 
can be made under the constraint of 

these budget caps.
Reducing the deficit does not 

require a freeze in discretionary 
spending. There is no reason why 
the United $tates should put itself 

in a straightjacket on many cate­
gories of government spending, 
including defense. Thus, while the 
Council strongly reaffirms the need 
to continue lowering the federal 

deficit, we believe that considera­
tion should be given to amending

n its Second Report, the Council 
endorsed strong efforts to reduce 

the deficit on the scale proposed 
and later largely achieved by the 

Administration. We pointed out 
that such deficit reduction was the 

linchpin to a competitiveness strate­
gy. The Council is pleased that the 
economy is currently stronger than 
many of us might have predicted a 
year ago. This good economic news, 

although tempered by remaining 
unemployment and falling real 

wages, provides all the more reason 
for the Administration and Con­
gress to stay the course on deficit 
reduction. As we noted in our First 
Report, the eventual goal should be 
to move the budget into surplus. 
The current recovery is a good time 
to accommodate structural reforms 

and to think about the long term.
The discretionary spending caps 

enacted in 1990 and re-extended in 
1993 have been a helpful manage­
ment tool to Congress, but may 
now have outlived their usefulness. 
If continued beyond FY 1995, these

nder the Omnibus Trade and
Competitiveness Act of 1988 

(2 U.$.C. 194b), the President and 
heads of agencies are required to 

prepare a “Competitiveness Impact 
fitatement” (CIS) on all legislative 
proposals which may affect the abil­

ity of American firms to compete in 
international commerce. The state­

ment is supposed to be submitted 
to the Congress along with the 

legislative proposal.

Figure 13

Projected Discretionary
Spending

600 i----------------------------------------



productivity.”

“T,Unfortunately, neither the 

Reagan, Bush, nor Clinton Admin­
istration has complied with this law. 
In both its First and Second 

Reports, the Council pointed out 
the Executive Branch’s continuing 
responsibilities under this law. As 
far as we are aware, no specific CIS 
reports have been filed by the Clin­
ton Administration.

The Council endorses the con­
cept of a competitiveness impact 

statement. We have found that all 
too often the federal government 
enacts legislation or adopts new 
policies that impair US competi­

tiveness (e.g. export controls for 
foreign policy reasons). In some 

cases, the loss of competitiveness 
may be a trade-off for some other 
social good. But in many cases, the 
impact on competitiveness is an 
unintended side effect. We believe 
that by incorporating the potential 

competitiveness effects into the law- 
making and regulatory process, pol­

icymakers might be sensitized to the 
impact of their decisions on our 
standard of living.

Given the political difficulties of 
effecting any major policy reform 

(e.g. health care), the President 
should arm himself with the best 
possible arguments. For many pro­
posals, the competitiveness linkage 
is key and may help the Administra­

tion achieve reform.
The Council recognizes that 

what looks to us like useful analysis 

may look to busy policy officials as 

unnecessary paperwork. We see no 
reason to do a CIS on every pro­
posal. But for those 10 or 20 

initiatives each year that may have a 
significant effect on competitive­
ness, we believe that such an 
analysis is warranted.

When the Congress legislated 
this requirement in 1988, a six-year 

sunset was established. Thus, the 
CIS law will expire in August 1994 
without ever being tested. This 
analytical experiment has proved 
disappointing.

The Council recommends that 
the Congress enact a new CIS 

requirement, but with two changes 
from the current law. First, the 

responsibility should be assigned 
elsewhere than the agency origi­

nating the proposal — such as an 
independent agency like the US 
International Trade Commission 
(ITC), or perhaps the Congres­
sional Budget Office.23 Second, the 
CIS requirement should be 
narrowed to just those new 
proposals by the Administration 
with a significant impact on com­

petitiveness. Some preliminary 
analysis would be needed to 
determine when a proposal’s effects 

cross a threshold of significance.

raising long-run

JL he federal

government needs to do

a better job of tracking

public investment which
-

is so important to
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n its First Report, the Council 
urged that the President desig­

nate a lead agency on competitive­

ness issues and assign it the task of 
raising the nation’s awareness of 
the problem. The Clinton Admin­
istration has designed a new policy 
coordination structure including 
the National Economic Council 
and the National Science and 
Technology Council. While these 
institutions are far more proactive 
than previous institutions, we 
think more can be done to focus 
on competitiveness both in deci­
sionmaking and in educating the 

Department of Commerce is just 
beginning an effort of developing 
industry benchmarks. It is still too 
early to know how extensive this 
effort will be. The Council urges 

the President and Congress to give 
renewed consideration to the 
importance of industry baselines 
and who should prepare them. 
Given their existing capabilities, we 
continue to believe that the Con­
gress should provide a mandate and 
adequate funding to the ITC or the 
Department of Commerce for this 
purpose. The ITC might be given 
the task of performing both these 
baseline studies and the competi­

tiveness impact statements.

public about the need for econom­

ic change.
One of the Council’s specific 

recommendations was that a feder­
al agency begin assessing the likely 

course of key American industries. 
This would provide a baseline 
against which to judge specific 
competitiveness problems in the 
future.

Last year, the Council reported 
that the ITC was planning to cre­
ate an Office of Competitiveness to 
undertake such analyses. The ITC 
has since decided to postpone cre­
ating the office, but has begun per­
forming baseline studies of a 
limited number of industries. The


