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TO:

The attached has been forwarded 
to the President

DATE:.
THE VICE PRESIDENT 
Leon Panetta
Mack McLarty
GEORGE STEPHANOPOULOS
MARK GEARAN
ROBERT RUBIN

THE WHITE HOUSE

WASHINGTON

FROM: JOHN D. PODESTA
Assistant to the President and 

Staff Secretary
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MEMORANDUM FOR THE PRESIDENT
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FROM:

SUBJECT:
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The stock market closed mixed for the week. The broad-based S&P index closed Friday at 
470.99, down 0.6 percent from the preceding Friday’s close. The Dow Jones Industrial Average 
closed Friday at 3885.58, up 0.1 percent for the week.
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Interest rates changed little this week. Long-term interest rates fell slighdy in early trading 
Friday after the government reported that employment growth in August was lower than most 
analysts had predicted. But the bond market changed course later in the day, erasing these 
declines and pushing long-term rates slightly higher for the week. Changes in Treasury borrowing 
rates were as follows:

EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS

WASHINGTON. D C. 20500
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Interest Rates and the Stock Market, Week Ending Friday, September 2, 1994
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MEMORANDUM yQRTRMrtz..-,IIIMia 

FROM: 

RE: 
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Legialation 

Per your request, on Monday, Auguat 22, when you met 
with the CEO• who aupport univeraal coverage 
(th• Letitia Chaabara Group), you aaked tor a aeao 
fr011 Letitia reviewing the isaue ot atreamlining 
health ca.re that ia the actuarial equivalent under 
the Federal Employee• Health Benefit Act. 

Pl•••e aee th• attached. 

l::!1�� 

�C,c 

cc: Hon. Leon Panetta 
cc: Hon. Harold Iokea 

,�--�AJum,,~ 
�

Attachment 
� -�
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President William 1. Clinton 
The Whit.e HOUie 
l@Peruuylvania Avenue 
Washinaton, DC 20:SOO 

Dear Mr. Pretidellt: 

Au&ust 25, 1994 

162.S K Slrec:t, N. W.

S"ite 200 
Washington. D.C. 10006 
(202) 857-0670
Fu (202) 857-0688

I enjoyed meerina with yOII this week aloaa with several CBOs who support universal 
coverap. Jim Moody and I have been happy to hdp advance comprebenlive IM:-altb care 
reform t,eaisJ•tion u we did earlier for pusaae of the economic plan. 

I am writina, u you requested, to elabollt.e on the possibility of streamlinini health 
care reform Jqialation by definina employer raponlibility u a requirement to provide 
covera,e that ia the actuarial equivalent of covmge offered federal worms undel' the 
Federal Employees Health Benefit Act. 

Q.iscuqion 

ReQuirina all employer-provided health plans to offer a lqitlatively defined benefit 
packa&e, which specifies the acopc of services and Jevd of <:Oat sharin&, would disrupt 
existin& plall deaiJn, for virtually all wbo now have coverqe. There is pat divmity in the 
current mamrplace amona plan desips. Employers have cbolen plans, or tailored them in 
the cue of the ldl-insured, to meet the needs and desires of their specific work forca. 

Some employers offer health benefit plans which have u actuarial value pa.ta than 
the •standard beaefit p1an• caUcd for by varioua reform billt, but mott of thae plan, do not 
offer every 1inaJe ptoViaioo in tho refmm bills, notwitbsmndinc tbdr ,rtatet value. If 
lqislation requirea tbae finna to ofter a specific mix of beaefitl, the employer will confront 
an unhappy dloice between three pouibilitiel: ( 1) offer such benefit'. in addition to the 
benefits previoualy offered and pay for them, which would raile the employer's cmt; (2) 
offer the maodared mix of bmefltl but dcJde others to achieve cost neutrality, which could 
irritate emp1oyea (in 10me cuea the employer may be preveated from doin& this by the 
proriJiolU of a collective barpiniaa aaree,neat); or (3) offez such beftetita in addition to the 
benefits previoully offered and require cm»Jqyta to pay for the new benefits. (This would 
anaer employees Ii.nee they would have to pay for the added benefits as a condition of 1cttin1 
their previoul benefit packqe). 
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These probJem, will be exacerbated by the provi1ion in 101M of the bill, wrucb 
requires identical co-paymenu for all w.rvices offend. For oovaed individuala, thit apin 
will rcsu.lt in chanla in their ow-of-pocat COltl, which will 10 up far 1C>mC ICl'Vices and 
down for otbe:n. For the employer, it will limit .flexibility of plan deaip and take away a 
valuable tool uted 110 cx,atlin COltl. 

SQlutiop 

11ltre II a llmple IOlutloa: .,...,.,. t1ae yaJaae of the parkap, not tbe mix of 
beoetUI. 

All cmpk)yen providiDa htalth plana that are at Jra,r CQlll1 tp the &sblldaJ YJlue of 
the bcadits packap provided by the Blue Croa/Blue Shield Standard Opd,oG PICDV, u 
offered under the Fedenl Employea Health Benefit Plan in effect iD 1994, could be deemed 
to be •certified plan,•. Bmpk,yen providiDa IIJCh pwlS should tbal not be subjected to 
extallive new oblipriom llldl u apc,cificaUy zequired benefits, uniform contributiCft and 
agreptiort rula, wludl praridcn they mutt contnct with, and odler aiarila, reatrictioos. 
CompuiJoe between plua to � actuarial equivalcncy ii a commaaly uaed 
metbodoloay, 10 ex1allive new replatiom would not be needed to impJemait this aandard. 

Moviq to thia actuarial equivalent 1t1ndard will provide tlaibility and more choice 
of covenp for employers and employet.a, cau,e lea dilruptioo of aiatina plan deaip, and 
facilitate 8'XqJfa«e by tbe vut majority wbo are •dafied with rhdr exudna benefit plans. 
Plan puticiplntl will be UIUred of hip value bel1dl care COYa1P with flexibility to tailor 
benefits to needs, and employers will not be burdened by excessive replatioftl and 
requirementl. 

This approach will alto elimiaa.te tbe potatial for a xrioul uni11Cl!Gded COOJequence 
if, u some far, the broad ddln1dom of required aervica bl tbe bill are intapreted 10 u to 
require sianifican.t apenaioat of be:aefita and COit for dl0l8 now covered. In the ab,eoce of 
a mandate for Ill empk))en dUJ would create a disiDcentive to purcbue covera,e. 

The actuarial equi� ltlDdard allo offi:n a paUtiCN.ly attrw;tive compromiJe. 
Variations oa actuarial equivlJmce baw _. popolCd by p0Utic111 u dMne u Senator 
Kennedy in hia •Mintau,m Hea1tb BaMftts tor All Worbrl Act of 1987• (S.1265), Route 
Minority Leader Michel in die bill be introduced Jut year, and otbcn, rDOll notably the 
nunt proposal_ by the Maimtrmm Coalition. 

Qthc;r Hurom• Cgnq;ms 

Employcn wbo curready offer COYSIF to tbdr work force, and therefore pay for 
most bealtb c:ovenp i.a Um country, were very favorable to comprdlawve reform in the 
bepuung. Tbc ,. ... IO IDlllY bave pulled back is mat in the currmt coat.ext they see 
requirements that they: 



' , 11AF, ff;A$ U I NfYAF.O
----- - - _IllU i:. I SEP 6-1 19: 55

• e:q,aad die beneftta they offer (while muy cmployen are not required
10 offer IDJtbinl};

• pay aew au.ea dlat are DOt broad bwd but taqeled ollly to them
(pnmium ma. tua oa mp COIi or biah powdl ,-.. limitin&
ded11cdt.Hty):

• 1olc � employ« plOleCtioa ua. ERISA, IUbjectiq 1UCb
employers ID extemiw r-,ulatioa by ,o .,_;

• fact. aceeli� w .... hdont a.fFecti"I p&aa desip, 
reponia,, ud ldcninilb"ldue mqulremads wbidl are W!Oft"ft,Mry and 
ill lllmly CUii will 1111b COit coatli1mat ... ctifflcult. 

At die - time, die� thty m01t wut to• in die bWt are under auact 
and may not llll'Yiw. Thele include: 

1) an employer mend•ce;

2) bRJld-bued ftaaaciaa (u ops,oaed to DBW raw that apply oaly to thole
wbo pl'OYide cown,e);

3) eady redaee � 111d pnllCdpciaa drup far Medicafle
� (wludl ue UllpOl1lllt to wdou, and llilll and comwnu
IRJUPI • well • to Jarp employers.)

The net impact oldie Mitdwll J.,ill would increue cosu by 10 to 15 peratut for many 
laqe empJoya's. 

A 111W .,..mHODd bill la dar Seoeee could briq larp employera back 10 Che fold if it 
proYidel • : R Jlafer dlll. tiel t I 1fltr to die "1UMial value of PBIIB, allowl multi-
............. apnM ... BIUSA.# IDd etimteetN IU'--IMJ repladom, aod 
if it ft.._. pr11cripdoa ti•fttl Md low aw IUbadel willl cipROe cues, DO� 
Medicn cua dllll die a.. biD, and a modes t.m.d...S tu. 

Apia, I appnciatc die opportunity 10 meet with you and will bo happy to be bdpful 
in any way pombJe, 

SiAcenly, 

� 
LC:Jva 
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UCOJOCDDBD BY: 

iURPO&BI 

BACJtGROUlfDI 

COll'l'ACT PDSOJf DD 

TBLIPBOD JIUXBD: 

ACTIOJI& 

THE WHITE HOUSE 

WASHINGTON 

Auqu■t a-t, 1tt4 

Mayor Jer
�

amaon 

Marcia Hal•� 

of Louiaville 

To thank Mayor Abramson tor his tireless 
eftorts in aupport of th• crime bill. 

Mayor AJ:>ra.mson ca.me to Waahington on 
Auguat 17. Ha ha• been working closely 
with Senator Ford to gain the support of 
other Senators. The Mayor ha• 
personally uda over a dozen phone calla 
to congr••••en and Senator• asking for 
their support on the cri■• bill. 

(!502)574-3061 
Gladys Saith, secretary 
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T Deicing Technology

Dear Snowfighter:

Thank you!

f

encl.

FAX: (319)372-2662

We hope you will take a moment to read the pamphlet, and then call 
us with any questions you may have.

In addition, this year Cryotech will be field testing Clearway 2s™, a 
solid sodium acetate runway deicer, that we expect will soon replace 
urea.

6103 ORTHOWAY, FORT MADISON, IA 52627 PHONE: (319)372-6012 (800)346-7237
SHIPPING ADDRESS: 6103 ORTHOWAY, FORT MADISON, IA 52627

ROBERT J. STRAWN 
Marketing Director 

.The endpsedpamphlet discusses the advantages of using Cryotech's 
acetate-based deicers. E36 LRD™ and CM A™ not only perform well, 
but are excellent tools for reducing storm water pollution from 
deicing operations.

94SEP 6 p2 : 00
August 31,1994
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FROM:

SUBJECT:

Thank you.

cc:

/ u

Attachments - Distribution List
Proposed Executive Order

Robert G. Damus 
General Counsel

Co

Qr -e xy jzA—

Alice Rivlin
Chris Edley
Gordon Adams
John Angell
Martha Foley
T.J. Glauthier
Joe Minarik
Isabelle Sawhill
Nancy-Ann Min 
Sally Katzen 
Steve Kelman
Barry Toiv
Jack Arthur
Joe Wholey

f xLcimvi oi f icf or inr preside ni 

CH I ICf Ol MANAGE Ml NT ANO BUPGF 1 

WASHING ION I’C POl’O.’

Scptembei 6, 1994

MEMORANDUM FOR DESIGNATED AGENCY HEADS
(SEE ATTACHED DISTRIBUTION LIST)

On behalf of the Director of the Office of Management and 
Budget, I would appreciate receiving any comments you may have 
concerning this proposal. If you have any comments or objections, 
they should be received no later than close of business Thursday, 
September 8, 1994. Please be advised that agencies that do not 
respond by the September 8, 1994 deadline will be recorded as not 

objecting to the proposal.

Comments or inquiries may be submitted by telephone to Mr. Mac 
Reed of this office (Phone: 395-3563; Fax: 395-7294).

Proposed Executive Order Entitled "Promoting Small 
Businesses Owned and Controlled by Socially and 
Economically Disadvantaged Individuals, Historically 
Black Colleges and Minority Institutions"

Attached is a proposed Executive order entitled "Promoting Small 
Businesses Owned and Controlled by Socially and Economically 
Disadvantaged Individuals, Historically Black Colleges and Minority 

Institutions."

It was prepared by the White House - National Economic Council, 
in accordance with the provisions of Executive Order No. 11030, as 

amended.
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Honorable Henry G. Cisneros
Secretary
Department of Housing and Urban Development

Honorable Robert Reich
Secretary
Department of Labor

Honorable Richard V,7. Riley
Secretary
Department of Education

Honorable Hazel O'Leary
Secretary
Department of Energy

Honorable Donna E. Shalala
Secretary
Department of Health and Human Services

Honorable Bruce Babbitt
Secretary
Department of the Interior

Honorable Janet Reno
United States Attorney General

Honorable Mike Espy
Secretary
Department of Agriculture

Honorable William Perry
Secretary
Department of Defense

Honorable Ron Brown
Secretary
Department of Commerce

Honorable Federico Pena
Secretary
Department of Transportation

Honorable Lloyd Bent sen
Secretary
Department of the Treasury

Honorable Warren Christophei
Secretary
Department of State
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Honorable John Podesta
Assistant to the President

and Staff Secretary

Honorable Lloyd Cutler
Counsel to the President

Honorable Jack Quinn
Chief of Staff to the Vice President

Honorable Laura Tyson
Chair
Council of Economic Advisers

Honorable Daniel S. Goldin
Administrator
National Aeronautics and Space Administration

Honorable Carol M. Browner
Administrator
Environmental Protection Agency

Honorable Roger W. Johnson 
Administrator
General Services Administration

Honorable Jesse Brown
Secret ary
Department of Veterans Affairs
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By the authority vested in me as President by the

Constitution end the lews of the United States, in order to 

promote Small Businesses Owned and Controlled by Socially end 

Economically Disadvantaged Individuals (SDBs) as defined in 

section 8 of the Small Business Act (15 U.S.C.637), Historically 

Black Colleges and Universities (HBCUs) as defined in 34 C.F.R.

608.2, and Minority Institutions (Mis) as defined in section 312b 

of the Higher Education Act of 1965 (20 U.S.C.1058), and in order 

to require actions to aggressively enforce the letter and spirit 

of public laws enacted over the last twenty years mandating 

increased participation by such businesses in Federal and

Federally-funded contracting, it is hereby ordered as follows:

Promoting Email Businesses Owned and Controlled by Socially and 
Economically Disadvantaged Individuals, Historically Black
Colleges and Minority Institutions.

Section 1. Policy Statement. It is the policy of the

United States Government that all Department, Agency and Federal 

instrumentality heads and all Federal employees involved in 

procurement of any and all goods and services shall strive to 

assist SDBs, HBCUs or Mis, as applicable, to develop viable, 

self-sustaining businesses capable of competing on an equal basis 

in the mainstream of the American economy and, toward that end, 

all federal government personnel shall commit to the letter and 

spirit of all laws promoting the participation of SDBs, HBCUs, or 

Mis in Federal and Federally-funded or assisted programs and



et eeq.); Public Law 95-507; Public Law 96-461; Public Law 100- 

656 "Business Opportunity Development Reform Act of 1988"; Public

Law 99-661, Defense Appropriations Act of 1986, as amended;

Section 1207 "Contract Goal for Minorities"; the Surface

1992, Section 3021; Public Law 101-507; Public Law 101-167,

Section 579 and Public Law 102-391, Section 563; and Public Law 

101-510, Section 831 "Mentor Protege Pilot Program," as amended.

These statutes and others promote the award of contracts to SDBs,

HBCUs or Mis through the Small Business Administration Section 

establishment of other mechanisms designed to ensure that SDBs,

HBCUs and Mis have a fair opportunity to participate in federal

procurement.

The SDB, HBCU, or MIAttainment of Goals.Section 2.

participation goals required under existing lav.’ are currently

2

Transportation Act of 1987, Public Law 100-17, Section 106(c);

Public Law 101-144 (42 U.S.C. 2473b); the Energy Policy Act of 

agency basis; requiring prime contractors and other recipients of

Federal funds to attain similar goals in their procurement; and 

8(a) Program, the Department of Defense Small Disadvantaged

Business Program, as well as by other specific statutory

authority or appropriate means, including general and specific

subcontracting for major prime contractors; establishment of 

minimum SDBs, HBCUs, or Mis participation goals on an agency-by- 

pr ecu: vment undo o]) peitincnt rttitute.1 , including, without

limitation. Section ('(a) of the Sninll Burincpr Act (15 U.S.C. 631



live Ju l cent (14) for the Depultment of Defence (Public Low 100-

(-bG.

National Aeronautics end Space Administration (Public Law 101-

144) and Environmental Protection Agency (Public Law 101-507);

11, 1991.

reasonable participation goals that exceed statutory

requirements.

Public Lav; 95-507,Subcontracting Plans.Section 3.

Section 211 and other related statues require prime contractors

3

and ten percent (10%) for the Department of Transportation 

(Public Law 100-17, Section 106(c)), Department of Energy (Public 

Law 102-486, Section 3021), and Agency for International

Furthermore, all

Although the Federal Government has made substantial 

strides toward meeting established SDB, HBCU, or MI participation

goals, certain Departments, agencies, and other entities have

from time to time failed to aggressively pursue goals in this 

Development (Public Law 101-167 and 102-391).

Departments and agencies are required by law to establish

participation goals of not less than five percent (5%) (Public

Law 100-656, Section 502, 503) or a greater percentage where

otherwise required by statute, as explained and implemented in

the Office of Federal Procurement Policy Letter No. 91-1 of March

regard. Department and Agency heads are henceforth directed to 

execute, implement and otherwise aggressively strive to fulfill 

all statutorily-mandated procurement participation goals. In

addition, all Departments and agencies are encouraged to set

Section 3207, or omendod); eight percent (F() for the



to rinxinijre the use of fPL’t , HUCUj:, or Mir In rubcontreel 1 ng

pJenr i<nu rtrive to achieve ctott'd goals through prime

Department and Agencycontractors' subcontracting practices.

heads are directed to aggressively enforce these prime 

contractors’ obligations to facilitate awards of subcontracts to

eligible SDBs, HBCUs, or Mis.

Section 15(k) of the SmallSection 4. Direct Reporting.

Business Act (Public Law 95-507, Section 211) establishes in each

Federal Department and Agency an "Office of Small and

Disadvantaged Business Utilization" (OSDBU) and requires that the

Director of the Office "be responsible only to, and report 

directly to, the head of such agency or to his deputy" (15 U.S.C.

To the extent that this requirement has not been 637, 644).

expressly and precisely rescinded, revised or otherwise changed 

by statute as relates to any particular Department or agency.

each Department and agency shall ensure that the aforementioned 

direct reporting requirements are henceforth vigorously enforced.

Because of the importance of the OSDBU function, each

Department and agency shall also comply with Office of Federal

Procurement Policy Letter No. 79-1 of March 7, 1979, which 

provides implementation guidance on section 15(k) and the

organizational placement and functions of the OSDBU.

All DepartmentVigorous Anti-fraud Enforcement.Section 5.

and agency heads shall ensure that in enforcing the laws and

4



j vqui J cnionts; heretofore mentioned in this cider, fedora] benefits

oj contracts intended for SDBa, HBCUa and Mis are not awarded to

fraudulent entities that are not legitimate SDBs, HBCUs or Mis.

Department and agency anti-fraud enforcement, however, shall not 

diminish agency vigor in achieving the aforementioned 

participation goals, which exist to promote the development of

legitimate SDBs, HBCUs and Mis.

Section 6. Periodic Reports to the President. The

Administrator of the Small Business Administration and the

Administrator of the Office of Federal Procurement Policy shall 

report to the President periodically on the progress of all

Departments and agencies in complying with the laws and 

requirements heretofore mentioned in this order.

Section 7. This order shall be effective immediately.

_, 1994

5

WILLIAM J. CLINTON
WHITE HOUSE
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o Kemp to discuss need for new monetary system. Potential GOP 
presidential candidate Jack Kemp will discuss one of his favorite 
subjects on Thursday during a conference titled, "Empower American 
Monetary Conference: Why the World Needs A New Monetary System." 
The conference marks the 50tb anniversary of Bretton Woods and other 
speakers and panel members include: Fed Governor Lawrence Lindsey; 
Malcolm S. Forbes, Jr.; former Fed Vice Chairman Manuel Johnson;

Changes expected at the White House over the next few weeks. 
Officials in the White House expect the next several weeks will 
determine whether President Clinton will allow significant change in 
the way the White House operates internally. After replacing Mack 
McLarty as chief of staff, Leon Panetta has implemented what some on 
the inside are calling a "more regimented" system. Paper now flows 
through Panetta's office before it goes to the President, and the 
ability of senior White House officials — including Mack McLarty, 
George Stephanopoulos, and Bruce Lindsey — to stroll into Clinton's 
office for unscheduled meetings has been curtailed. "The President 
may call for various people, but it is more regimented in that 
sense," said an official this morning. This official added that 
"with everything going on with the crime bill there was not time to 
focus" on the details of restructuring the White House prior to this 
time, but "the next couple of weeks will really tell" how widespread 
the changes will be in the White House, both in regard to personnel 
and process. Another official said that Panetta made a number of 
recommendations for Clinton to consider during his vacation, but 
this official was unaware of any final Clinton decisions. "There 
are a number of us hoping the President will agree to significant 
changes, but it is his show." This official also predicted that, in 
the future, Panetta will not act as the final gatekeeper for all the 
White House paper flow. "There is a plan for restructuring the flow 
of information to the President. I would guess that at least some 
variation of this plan will be implemented," said the official.

use," she said. The average American consumes as much energy as 
three Japanese, six Mexicans, 12 Chinese, 281 Tanzanians or 422 
Ethiopians, she added. Speaking to a UN conference on population 
and development in Cairo, Dowdeswell also said Asian countries were 
compounding the problem by imitating the West.

Healthcare Reform Notes: Mainstream Coalition Staff to Present 
Progress Report Next Week. According to a Democratic source with 
the Mainstream Coalition, the coalition's staff — which has been 
holding discussions with, among others, Senate Majority Leader 
Mitchell's staff — plans to present its findings to its members 
early next week. The various Senate staffs have been meeting to 
find areas of agreement between the coalition plan and the one 
devised by Mitchell. There are no meetings planned today because of 
the Jewish holiday, said the source, but discussions will resume 
again tomorrow. According to the source: "The plan is to take the 
staff report" to Senators Chafee, Breaux, Kerrey, Durenberger, and 
Mitchell "sometime early, early next week — as close to the 12th as 
possible." The source added this morning: "There will be some 
areas of agreement and they will agree to disagree on others."
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Justice Cracks Down on Redlining
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THE NEW YORK TIMES, FRIDAY, AUGUST 26, 1994

ly promising moment to negotiate, if Washington 
plays its hand effectively.

Once a genuine menace as a Soviet outpost, 
Cuba has power to influence American politics that 
has outlasted the end of the cold war. Hundreds of 
thousands of Cuban emigres are now U.S. voters 
and their most vocal leaders have made any dia­
logue with Cuba a domestic political taboo. The 
Administration is understandably reluctant to chal­
lenge that taboo. It does not need any-new political 
problems. Yet its attempt to improvise unilateral 
responses to the refugee challenge is already dam­
aging its own credibility and jeopardizing broader 
American interests.

For what good cause is the Administration 
preventing Cuban-Americans from helping their 
families stretch meager budgets with dollar pay­
ments? Has it not yet learned the importance of 
setting, and holding to, its foreign policy priorities?

The Cuban-American hard-liners from whom 
the Administration is taking its cues want to esca­
late internal tensions in Cuba rapidly in order to 
force an explosion, and perhaps a U.S. intervention, 
that would bring the Castro regime down in flames. 
The Administration itself is not prepared to go that 
far, nor is it clear that such an Armageddon sce­
nario would serve Cuban democracy or America’s 
best interests. Many Cuban-Americans also shy 
away from a confrontation that could turn their own 
relatives into sacrificial victims.

By agreeing to wide-ranging talks with Cuba 
now, and insisting on the broadest possible agenda, 
the U.S. may find it has some bargaining power to 
help Cubans struggling for democratic change. The 
alternative is to punish Cubans and embarrass the 
United States. That would not hurt Mr. Castro 
nearly so much as it would damage Mr. Clinton.

The Justice Department dramatically sharp­
ened its attack on discriminatory lending practices 
this week when it got Chevy Chase Federal Savings 
Bank, the Jargest in the Washington D.C. area, to 
agree to set up branches in black neighborhoods. 
Justice has gone after banks that discriminated 
against black loan applicants, but until the Chevy 
Case case it had never used anti-discrimination 
laws to challenge where banks provided services or 
placed branches.

The new tactic deserves praise. As Attorney 
General Janet Reno observed, blacks are no better 
off if a bank shuns their neighborhood than if it 
rejects their loan applications. The purpose of anti­
discrimination laws is to guarantee that qualified 
blacks have an equal shot at loans. At Chevy Chase 
they did not. According to Justice, the bank made 97 
percent of its loans between 1976 and 1992 in white 
neighborhoods. It opened no branches where 90 
percent of blacks in Washington D.C. live, nor did it 
open branches where 75 percent of the blacks in 
Prince George’s County, Maryland, live.

Some banking spokesmen claim the law does 
not permit government to meddle in a bank’s deci­
sion where to do business. But fair housing laws 
provide a wide berth to stamp out race bias by 
banks that provide mortgages; and the Community 
Reinvestment Act, which was not cited in Justice’s 
suit, requires banks to meet the credit needs of all 
neighborhoods in a bank’s service area.

Justice was also criticized for focusing on 
“brick and mortar” branches, which, the industry 

Well, why not open broad negotiations with the 
Castro regime?

The Clinton Administration was quick to rebuff 
Fidel Castro’s proposal of multi-issue talks yester­
day. Washington anticipated a propaganda session 
where Havana would offer to keep its unhappy 
citizens from leaving only if the U.S. promised to 
ease its economic embargo, halt anti-Castro radio 
broadcasts and maybe throw in the return of the' 
Guantanamo Bay Naval Base to Cuba as well.

The Administration says immigration is the 
only issue it will talk about. Washington should 
respond more creatively, insisting that any discus­
sion of issues between the two countries must also 
include democracy and human rights.

Fidel Castro has had his dictatorial way with 
{Cuba for the past 35 years, brooking no dissent, 
turning neighbors into spies and driving many of his 
own people to risk their lives to get away. He 
blames the U.S. for troubles of his own making and 
would sooner see Cuba’s economy collapse than 
make concessions to foreign demands.

If that kind of behavior disqualified a regime 
from negotiations, Washington would never have 
been able to reach out to Mao’s China or Kim II 
Sung’s North Korea. Neither could it have talked 
with Syria about Mideast peace terms, Bosnian 
Serbs about cease-fire; o’- Haiti’s generals about 
the return of President jern Bet n anu Aristide.

In diplomacy, it is often more important for 
governments to talk to their enemies than to their 
friends. That is how Israel reached agreement with 
the Palestine Liberation Organization. But for most 
of the past three and a half decades, Washington has 
never seriously considered talking to Havana. ■

It ought to consider such talks now. The Castro 
regime’s present weakness makes this an especial-

says, become less significant as banking services 
are increasingly computerized. But in fact Justice 
did focus on service, not physical presence, and 
showed in graphic detail that Chevy Chase provided 
no service to black communities. Had it done so, the 
issue of branches would never have arisen.

The law does not compel banks to make unprof­
itable loans, but communities that Chevy Chase 
avoided include many high-income black families 
that qualified for loans from other lenders. Forty 
percent of black households in Prince George’s 
County earn over $50,000.

It appears that Chevy Chase’s discriminatory 
practices did not harm the excluded neighborhoods. 
They seem to have been well served by other i 
lenders. But whether Prince George’s County and 
other areas around Washington D.C. were served by 
other lenders is irrelevant to Justice’s action; the 
law does not permit discrimination even if it causes 
no harm.

Under the settlement, Chevy Chase will set up 
new branches and mortgage offices in the excluded 
neighborhoods and recruit blacks for loan-produc­
tion positions. It will also spend $11 million to set up 
special loan programs to provide mortgages at 
below-market rates in the excluded neighborhoods.

Chevy Chase denies any wrongdoing. The bank 
says it settled to avoid costly litigation. No matter. 
The agreement it signed this week sends a clear 
message to banks across the nation that racial bias, 
whether artful or naive, is intolerable and that the 
Justice Department will crack down hard.
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"managed trade” over freer trade. The 
critics would try harder for long-term 
changes in Japan’s economic system, 
seeking to undo the mesh of rules and 
practices that guard it so effectively from 
outside goods and investors.

This isn’t exactly new; that’s roughly 
what the Bush administration tried with 
limited success. Recently Mr. Clinton has 
cooled the rhetoric of his Japan policy, 
while his “framework” agreement with 
Tokyo also addresses broad issues as well 
as well-publicized specifics such as auto­
parts sales. But thanks to political and 
economic changes inside Japan, the critics 
say, it’s time to revise emphasis once 

By Eduardo Lachica
Staff Reporter of The Wall Street Journal

WASHINGTON - Secretary of Com­
merce Ron Brown dropped a stinger on 
China and Hong Kong even before starting 
his eight-day tour of those lands.

In news briefings here, he reiterated 
the Clinton administration's support for a 
proposed change in U.S. country-of-origin 
rules that would effectively halt Hong 
Kong’s practice of assembling in China 
some of the garments it ships to the 
U.S. under its quotas. By conferring origin 
to the country where the clothes are 
assembled, rather than where they are cut. 
the proposed rule would effectively deprive 
Hong Kong manufacturers of the labor­
cost savings gained by assembling goods 
across the border, and would take numer­
ous jobs away from China.

Both Hong Kong and China object 
strongly to the change. Mr. Brown said, 
however, that the change is needed to stem 
a flood of transshipped apparel that has 
hurt the U.S. textile industry. “Any objec­
tive-analysis would demonstrate that 
transshipment is a problem," he told 
reporters. He added that a measure pend­
ing in Congress to make this change part of 
the legislation to implement the Uruguay 
Round provisions of the General Agree­
ment on Tariffs and Trade is a "step in the 
right direction.”

Mr. Brown’s sUtement removed all 
doubt as to where the administration 
stands on this measure. A Senate-House 
conference is expected to vote on the issue 
early next month.

Mr. Brown stressed that otherwise he 
wishes no discomfort on his hosts. He said 
that while he’d certainly raise human­
rights issues “at appropriate times.” his 
mission is primarily to “promote 
America’s commercial interests.”

Even a statement of principles that 
President Clinton is urging U.S. traders 
and investors to sign as a formal commit­
ment to human rights may not be specifi­
cally directed at China. Mr. Brown said he 
is considering the business community’s 
arguments that the statement should be 
applicable world-wide, rather than coun­
try-specific.

Mr. Brown's China trip is also expected 
to produce a broad trade-framework ac­
cord and other agreements to make it 
easier for U.S. vendors to bid for business 
in transportation, power generation, tele­
communications and financial services in 
China. Mr. Brown called these sectors 
China’s growth industries.

Mr. Brown said the administration isn’t 
planning to lift the remaining U.S. trade 
sanctions against China, which include the 
denial of political-risk insurance from the 
Overseas Private Insurance Corp, and of 
federal grants for investment prepara­
tions. Denying news reports that sug­
gested the contrary, he stressed that "no 
action is anticipated, certainly no action 
during my mission, and no action that I 
know of in the near future."

With the chief executive officers of 24 
U.S. companies in tow. Mr. Brown left 
yesterday for the trip. He said he plans to 
meet Premier Li Peng and other senior 
Chinese officials.

Ms. Stern would have both govern­
ments iirst attack the thousands of regula­
tions that make the Japanese economy so 
rigid while excluding foreigners and their 
goods. The targets are well known; aca­
demic, diplomatic and business groups 
have compiled lists for years.

That’s possible, says Mr. Raphael, 
because “a deregulation philosophy will 
drive reform politics."

Many regulations - plus the strong 
yen - keep foreign investors at bay. Yet 
economists say Japan will never have a 
“normal" economy until it welcomes for­
eign investment, because much overseas 
trade is between units of multinational 
companies. About 29% of the world’s direct 
foreign investment is in the U.S. and 
39% in the European Union, but restrictive 
Japan has less than 1%. - - -----

“If we don’t... reverse the flow and 
make investments in Japan, this pat­
tern you are looking at is going to continue 
and long term will undermine our exports" 
to all Asia, Kenneth Courtis of Deutsche 
Bank (Asia) warned Congress this year.

One Asian ambassador also wants 
the U.S. to push Tokyo into greater 
deficit spending; stimulate the economy 
and you stimulate imports, he says. In 
fact, that’s already official policy but there 
are doubts about the long-term value of 
financing a boom. The economic structure 
is more important, others say.

The critics aren’t telling Mr. Clin­
ton to drop specific trade issues, nor 
to avoid sanctions altogether if things 
go badly wrong. But they want less 
public bashing by high officials, and 
more efforts to exploit basic changes 
in Japanese society. This requires a long­
term view that combines patience with 
persistence, not always staples of Ameri­
can politics.

By Robert Keatley
Staff Reporter of The W*u Street Journal 

WASHINGTON - What to do about Ja­
pan? Something a little different, but not 
drastically so, say experts who want to end 
America’s endless squabbles with the 
world’s No. 2 economy.

Perhaps no issue in U.S. foreign eco­
nomic policy has been around longer, with 
such mixed results, than that of making 
Japan a more integrated member of the 
global economy - one that buys about as 
many goods and services abroad as it sells. 
Success would help resu’vc such vex­
ing problems as Japaj’s huge trade sur­
pluses and its overly rtrong yen, uius the 
political frictions that a?companv them.

Over the yeais, and without consistent 
gains, Washington has tried everything 
from the glad hand to the hard nose to 
wrest open the Japanese economy. 
Whether the approach is soothing or abu­
sive, Japanese trade and payments sur­
pluses stay high or even rise, while ten­
sions endure.

Last week the two governments re­
solved disputes over patent law, a sec­
ondary issue important to both sides. But 
any good cheer could prove brief. On Sept. 
30 Washington must decide whether to 
order new trade sanctions on grounds that 
Japan’s government procurement system 
discriminates against foreigners, includ­
ing Americans. If it does, an unwanted 
trade war could follow.

That’s why many experts seek a better 
way. None offer ideas that promise cer­
tain. simple or sudden benefits. But many 
want the Clinton administration to modify 
both style and substance of its Japan 
policy, even if there are no quick fixes.

"We need to be tough but also smart 
about what we ask [the Japanese] to do,” 
says Paula Stem, a trade specialist at the 
Progressive Policy Institute, the think tank 
of a Democratic political group that gives 
Mr. Clinton intermittent support.

Two shifts are often cited. One would 
cut back on harsh words, which this ad­
ministration uses frequently when frustra­
tions mount. "The high level of Japan­
bashing by the president and senior offi­
cials is counterproductive,” says James 
Raphael, research director at Stanford's 
Asia-Pacific Research Center.

The other would place less emphasis on 
increasing market share in specific prod­
ucts. which has brought the U.S. much 
abuse-somewhat unfairly-for preferring 
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MEMORANDUM FOR THE IDENT

FROM:

SUBJECT:

CABINET-WIDE ACTIVITY

PERSIAN GULF ILLNESSES

** ** ** **

The Washington Post is preparing an editorial on the compensation legislation discussed 
above. The editorial is likely to focus on the different approaches of the House and Senate 
Veterans' Affairs Committees.

In the near future, CBS's Eye to Eye with Connie Chung is researching a segment on Persian 
Gulf veterans' health problems. The current focus is on pyridostigmine bromide (a pre­
treatment for nerve agent poisoning), in combination with other exposures as a possible cause 
for their health problems. The air date for this segment has not been decided.

Summary of Weekly Cabinet Reports
September 30, 1994 through October 7, 1994

On September 29, Senator Shelby's Armed Services Committee/Subcommittee on Force 
Requirements and Personnel held a hearing on Persian Gulf issues which generated a few 
news reports on the Senator's belief that the Administration is not doing enough to research 
and treat sick Persian Gulf veterans.

CHRISTINE A. VARNEY
Secretary to the Cabinet

On September 23, Senator Rockefeller's Veterans Affairs Committee marked up a bill, which 
"clarifies and affirms" the Senator's view of VA's cunent authority to compensate Persian 
Gulf veterans. Senator Rockefeller's mark-up represents a step towards the House bill to 
compensate Persian Gulf veterans, which the Administration supports (with a few minor 
modifications). Over the past few days. House and Senate staff have been meeting to try to 
iron out their differences before Senator Rockefeller's mark-up goes to the Senate floor. VA 
staff believe that a compromise is likely and that a bill can be passed.

/
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DEPARTMENT SUMMARIES

Department of the Treasury

Department of Commerce

Department of Transportation

2

Overseas Travel: Secretary Bentsen will attend the IMF-World Bank meetings in 
Madrid and participate in a number of bilateral meetings. On Tuesday, he travels to 
Jeddah, Saudi Arabia and participate in bilateral meetings.

New Jersey Aircraft Noise: The Federal Aviation Administration today released a 
draft supplemental Environmental Impact Statement regarding options for addressing 
aircraft noise over New Jersey (in the New York City metropolitan area). This issue is 
very controversial and considerable media and Congressional interest is anticipated.

Trade Promotion: As Chairman of the Trade Promotion Coordinating Committee 
(TPCC), Secretary Brown will release the Administration's 2nd annual report entitled 
"National Export Strategy" (NES) in testimony before both the Senate and the House 
next week. This year's report contains both a chronicle of the successes of the first 
year's NES and action on the 65 recommendations made in last year's report, as well 
as strategic directions for the future.

Customs Reorganization: Today, Secretary Bentsen announced a nationwide 
reorganization of the U.S. Customs Service. The plan, projected to take 18 to 36 
months to fully implement, will maintain current employment levels while improving 
service at the 301 ports of entry nationwide -- all of which remain open. The 
reorganization is a result of the National Performance Review and is supported by the 
Treasury Employees Union, is expected to improve service.

Rail Summit: Today, Secretary Pena conducted a Rail Summit which focused on 
safety challenges presented by the operation of rail passenger service over freight- 
owned tracks and facilities.

Amtrak Restructuring: On September 27 and 28, Amtrak's Board of Directors met 
to discuss its deteriorating financial condition and management response. The Board 
directed Amtrak management to take immediate steps to eliminate the projected budget 
deficit and to prepare a strategic plan for cost reductions, better equipment utilization, 
and service adjustments. As an immediate measure, Amtrak will reduce its 
management staff by more than 600 positions and decentralize its Washington 
headquarters based organization into three business units.
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Department of Justice

Health and Human Resources
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Final Round of FY’94 Airport Improvement Program (AIP) Grants: This week. 
Secretary Pena and Senior White House staff announced nearly $1 billion in AIP 
grants. Virtually every state in the U.S. received funds that will serve to increase 
capacity at the nation's airports.

New Waiver Review Policies: On September 26, the Department published new 
policies and procedures for reviewing state waiver requests under the AFDC and 
Medicaid programs. The policies are designed to streamline the review process and 
afford public comment for health and welfare reform proposals submitted by the states.

Technology Fair: The Department of Transportation is sponsoring a technology fair 
October 7-9 on the Mall in Washington, D C. The three-day event will highlight how 
the research and development of new technologies is making transportation more 
efficient, safe, environmentally sound, and globally competitive.

Medicaid Rates for Administering Vaccines: On September 30, a Federal Register 
notice will announce the maximum fees that providers may charge for the 
administration of vaccines if they are participating in the Vaccines For Children 
program. These maximums are established on a state-by-state basis, and range from 
$12.24 in Puerto Rico to $17.85 in New York. The data underlying these maximum 
fees were developed using results of a study by the American Academy of Pediatrics. 
These maximums are interim amounts. HHS will conduct a study to accumulate

Paul Hill Trial: On August 9, the State of Florida indicted Paul Hill for the murder 
of Pensacola doctor John Britton and his escort. Hill's federal trial will begin on 
Monday, October 3. He is charged with three counts of violating the Freedom of 
Access to Clinic Entrances (FACE) Act and one count of using a firearm to commit a 
felony .

Child Pornography: On Wednesday, October 5, the Solicitor General will present 
oral argument to the Supreme Court that the federal statute that resulted in the 
conviction of child pornographers in U.S, v. X-Citement Video is constitutional. In 
this case, defendants were convicted of shipping and distributing child pornography. 
The Ninth Circuit Court of Appeals overturned the convictions on the grounds that the 
statute is unconstitutional because it does not require the defendant to know that 
^performer is a minor.

Florida Immigration Lawsuit: Today, our motion to dismiss Florida's suit claiming 
entitlement to funds to reimburse the state for the costs of government services to 
illegal aliens will be heard in Miami.

/ ) V <



provider cost data as soon as possible and issue revised maximum fees as appropriate.

Office of National Drug Control Policy

Department of Education
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IRS Tax Offset: The Department's program with the IRS to offset the tax refunds of 
student loan defaulters has produced record level collections. As of September 15, the 
IRS has offset 760,000 tax refunds valued at approximately $590 million.

Blue Ribbon Schools: On Friday, October 6, you and Secretary Riley will participate 
in a South Lawn ceremony honoring the Department's Blue Ribbon Schools award 
winners.

HIV/AIDS Study: Next week, the Department will announce that under a $15 
million, five-year agreement with HHS, the RAND Corporation will launch the largest, 
most comprehensive study ever undertaken of HIV/AIDS health care, treatment costs, 
and sources of financing for patients' care. The project will provide policy-makers, 
health care providers and patients with more accurate, up-to-date information on costs 
of and access to care. The study's first data will be available in two years.

Mammography Quality Standards Act: In December 1993, the FDA published 
interim rules to implement provisions in the Mammography Quality Standards Act for 
quality standards and certification of mammography facilities. Today the FDA 
published an amendment to these rules (which will be effective October 1) allowing 
mammography facilities greater flexibility in meeting quality standards. USA Today 
may run a story explaining the new regulations.

ESEA Reauthorization: The Conference Committee for the Improving America's 
Schools Act voted out the bill this week. The House is scheduled to vote on the 
measure today, and Secretary Riley is not sure if it will pass. Controversy has 
surrounded a series of amendments regarding social issues. If the bill does not pass 
this session, the Department will lose funding as the appropriations language is tied to 
the reauthorized ESEA.

On October 4, Director Brown will testify before the Senate Judiciary Committee on 
aspects of the crime bill as they affect ONDCP. Attention will be given to the 
expanded authorities of that office contained in the crime bill. At present, 0MB 
Director Rivlin is mediating a disagreement between the Attorney General and 
Director Brown over how to define and implement the authorities given to ONDCP. If 
the issue is not resolved prior to the Tuesday hearing, there will likely be some press 
attention to this issue on Tuesday and Wednesday.
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Reorganization Bill: On Wednesday, September 28, the House passed by voice vote 
the Department's reorganization bill. The staffs began the conference work yesterday 
and are expected to work through the weekend in an effort to complete the conference. 
Secretary Espy believes it is likely the bill will be sent to you before Congress 
adjourns.

Foreign Plutonium Shipments to South Carolina: Yesterday, after a favorable 
ruling by the U.S. Court of Appeals for the Fourth Circuit, the ship containing the 
spent fuel elements unloaded at a North Carolina port. The fuel will arrive by train at 
the Savannah River, South Carolina site today. South Carolina's appeal is now 
pending before the U.S. Supreme Court. As a courtesy to the State, Secretary O'Leary 
had voluntarily delayed ordering the ship to port to allow for the State to exhaust its 
appeals, but pressing missions at the port in support of U.S. personnel in Haiti 
required the fuel to be unloaded immediately.

Mining: Yesterday in the conference committee. Chairman Bennett Johnston declared 
the mining law reform bill dead for this Congress. After months of negotiations to 
reach an acceptable compromise. Senator Johnston determined that he could not meet 
the environmental demands of the House to get the bill out of conference, nor the 
industry demands of Senator Reid to avoid a filibuster.

Pakistan Mission: Secretary O'Leary reports that her trip to Pakistan was a 
commercial success. Sixteen commercial ventures were entered into by private U.S. 
business interests and Pakistan representing nearly $4 billion. The deals are in the 
traditional areas of electricity generation, oil and gas production, renewable energy and 
energy efficiency. The Secretary also had several meetings with Prime Minister 
Bhutto and President Legher. The discussions were friendly but frank and centered 
around the impact of the Pressler amendment (the amendment prohibits assistance to 
Pakistan without certification that Pakistan does not possess a nuclear capability.)

Forest Plan: Yesterday, the Task Force assigned to investigate the health of the 
national forests and develop a proposal for a forest health initiative, released its report. 
The report determines the nature and extent of forest health problems and recommends 
measures for improving the health of these forest ecosystems through the appropriate 
use of salvage logging, thinning, prescribed burning and over tools. Implementation of 
the recommendations will potentially alleviate excessive fuel load and reduce risk of 
catastrophic wildfires.
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Israel: In an unexpected development at last week's General Conference of the 
International Atomic Energy Agency, Israel joined consensus on a resolution that 
called on all states in the Middle East to join the Nuclear Non-Proliferation Treaty. 
Israel had previously threatened to break consensus on this resolution if the Arabs 
insisted on amending it. The Israeli decision gives a welcome boost the non­
proliferation agenda.

Bosnian Arms Embargo: Initial Congressional reaction has been muted but positive 
to Bosnia's call for a six-month delay in lifting the arms embargo. Senators Mitchell 
and Nunn were supportive; Dole's staff understood the Bosnian request for a delay. 
Most other staffers expressed relief, although some supporters signalled annoyance 
with the Bosnians.

Safe Drinking Water: On Tuesday, September 27, the House passed the Safe 
Drinking Water Act by voice vote. EPA is cooperating with staff in both houses to 
develop and informal compromise between the House and Senate versions of the bill. 
EPA is also working closely with the leadership of both houses to bring the 
compromise to the respective floors for final passage before the session ends.

North Korea: Ambassador Gallucci's discussions in Geneva have been difficult and 
there has been no progress on the hardest issues. Rather than break off the talks, both 
sides have agreed to take a short recess. Meanwhile, North Korea's military has 
strongly denounced U.S. naval exercises in the Sea of Japan, claiming the U.S. is 
trying to intimidate North Korea on the nuclear issue.

Japan Trade: Secretary Christopher met with the Japanese Foreign Minister Kono 
last week and emphasized that either market-opening agreements are reached under the 
Framework by September 30th or the U.S. will need to consider remedies under our 
law. To date, there has not been adequate progress on glass to stave off Super 301 
action, but intense negotiations continue in all areas, including government 
procurement and autos.

Superfund: On Wednesday, September 28, the Senate Finance Committee passed the 
Superfund reform bill. The bill could reach the Senate floor as early as Monday, 
October 3. Attempts by some Republican Committee members to attach unrelated tax 

amendments in Committee were defeated; Administrator Browner remains confident 
that Democrats will be able to fight off unrelated tax amendments when the bill goes 
to the floor. In the House, the leadership is analyzing the prospects for the bill on the 
floor.
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Cuba: The situation at Guantanamo continues to be difficult for all concerned. In 
addition to 13,740 Haitian migrants on hand at the base, the Cuban migrant count at 
Guantanamo stands at 29,832 as of this morning. Chartered aircraft continue to 
transport Cuban migrants to the Panama safehaven. The Cuban migrant population in 
Panama is currently 2,162.

Somalia: The USG-donated "police" weapons and ammunition are now under U.S. 
military guard in Mombasa. The Kenyans have agreed to safeguard the equipment for 
the U N. at a military installation.

Unfunded Contingency Operations: The unfunded requirements associated with 
contingency operations in FY'94 amount to roughly $417 million. Unfunded 
contingency operations have also created serious concerns in the military departments 
far beyond direct costs. DoD is trying to limit the negative impact of contingency 
operations on near, medium and long-term readiness of our forces during FY'95 
programming.

Nearly all necessary forces are now deployed in and around the major military and civilian 
centers in Haiti. The forces include about 1,300 military police. Humanitarian flights are 
flying in to Haiti on a daily basis, and both the port and airport have been opened to limited 
commercial traffic. Several hundred Haitians from the refugee camp at Guantanamo Bay 
have been voluntarily repatriated, with more to follow. Last night the Security Council 
approved a resolution lifting Haiti sanctions upon Aristide's return.

Kazakhstan: Kazakhstan has accepted the U.S. proposal for the purchase of the 566 
kg of weapons-grade Highly Enriched Uranium at the Ulba facility: $3 million cash 
ad $20 million in assistance. In addition, the GOK accepted our proposed 
govemment-to-govemment agreement providing for the necessary privileges and 
immunities and liability projections for the U.S. operations on Kazakhstani soil.

Rwanda: The USUN succeeded in pressing the U.N. to deployment of 4,100 troops 
into Rwanda by early September but the effort has lost momentum over the past few 
weeks. There are three main factors contributing to delays: U.N. concern about its 
ability to logistically sustain a U.N. force; failure of the U.N. to provide promised 
equipment to troop contributing countries; the inability of the U.S. to provide airlift to 
move troops and equipment into Rwanda due to the higher priority assigned to 
operations in Haiti.
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U.S. Atlantic Command has placed all forces deployed ashore in Haiti on a status that will 
allow them to retain their basic allowance for subsistence in addition to Imminent Danger 
Pay, Certain Places Pay, and Family Separation Allowance. These actions were taken to 
reduce the chances of a decrease in pay for personnel deploying in Haiti.

The U.S. - Haitian bilateral agreement on migrant interdiction signed in 1981 may be 
terminated on or about October 7. Last spring, Haitian President Aristide announced his 
intention to abrogate this long-standing agreement. If no action is taken the agreement will 
be abrogated, and the U.S. Government will lose the existing authority to board Haitian 
vessels on the high seas and to return undocumented migrants to Haiti. This will decrease the 
efficiency of Coast Guard migrant interdiction operations, as time delays would then be 
incurred while diplomatic arrangements are made with the Haitian government to board 
Haitian vessels or to return migrants to Haiti, including those migrants voluntarily returning to 
Haiti from a safe haven.

Vice President Gore 
Leon Panetta
Mack McLarty



THE WHITE HOUSE

WAS H1N GTON

August 25, 1994
94AUG25 p6: 54

.x'

FROM: erman

;h Care Reform LegislationRE: Hea

Please see the attached.
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cc: 
cc:

Hon. Leon Panetta 
Hon. Harold Ickes

Per your request, on Monday, August 22, when you met 
with the CEOs who support universal coverage 
(the Letitia Chambers Group), you asked for a memo 
from Letitia reviewing the issue of streamlining 
health care that is the actuarial equivalent under 
the Federal Employees Health Benefit Act.
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Chambers Associates Incorporated»Public Policy Consultants

August 25, 1994

Dear Mr. President:

Discussion

President William J. Clinton 
The White House
1600 Pennsylvania Avenue 
Washington, DC 20500

Requiring all employer-provided health plans to offer a legislatively defined benefit 
package, which specifies the scope of services and level of cost sharing, would disrupt 
existing plan designs for virtually all who now have coverage. There is great diversity in the 
current marketplace among plan designs. Employers have chosen plans, or tailored them in 
the case of the self-insured, to meet the needs and desires of their specific work forces.

I am writing, as you requested, to elaborate on the possibility of streamlining health 
care reform legislation by defining employer responsibility as a requirement to provide 
coverage that is the actuarial equivalent of coverage offered federal workers under the 
Federal Employees Health Benefit Act.

I enjoyed meeting with you this week along with several CEOs who support universal 
coverage. Jim Moody and I have been happy to help advance comprehensive health care 
reform legislation as we did earlier for passage of the economic plan.

Some employers offer health benefit plans which have an actuarial value greater than 
the "standard benefit plan" called for by various reform bills, but most of these plans do not 
offer every single provision in the reform bills, notwithstanding their greater value. If 
legislation requires these firms to offer a specific mix of benefits, the employer will confront 
an unhappy choice between three possibilities: (1) offer such benefits in addition to the 
benefits previously offered and pay for them, which would raise the employer’s cost; (2) 
offer the mandated mix of benefits but delete others to achieve cost neutrality, which could 
irritate employees (in some cases the employer may be prevented from doing this by the 
provisions of a collective bargaining agreement); or (3) offer such benefits in addition to the 
benefits previously offered and require employees to pay for the new benefits. (This would 
anger employees since they would have to pay for the added benefits as a condition of getting 
their previous benefit package).

1625 K Street, N.W. 
Suite 200
Washington. D.C. 20006 
(202) 857-0670
Fax (202) 857-0688
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Other Business Concerns

These problems will be exacerbated by the provision in some of the bills which 
requires identical co-payments for all services offered. For covered individuals, this again 
will result in changes in their out-of-pocket costs, which will go up for some services and 
down for others. For the employer, it will limit flexibility of plan design and take away a 
valuable tool used to contain costs.

This approach will also eliminate the potential for a serious unintended consequence 
if, as some fear, the broad definitions of required services in the bill are interpreted so as to 
require significant expansions of benefits and cost for those now covered. In the absence of 
a mandate for all employers this would create a disincentive to purchase coverage.

Employers who currently offer coverage to their work force, and therefore pay for 
most health coverage in this country, were very favorable to comprehensive reform in the 
beginning. The reasons so many have pulled back is that in the current context they see 
requirements that they:

The actuarial equivalence standard also offers a politically attractive compromise. 
Variations on actuarial equivalence have been proposed by politicans as diverse as Senator 
Kennedy in his "Minimum Health Benefits for All Workers Act of 1987" (S.1265), House 
Minority Leader Michel in the bill he introduced last year, and others, most notably the 
recent proposal by the Mainstream Coalition.

There is a simple solution: legislate the value of the package, not the mix of 
benefits.

Moving to this actuarial equivalent standard will provide flexibility and more choice 
of coverage for employers and employees, cause less disruption of existing plan design, and 
facilitate acceptance by the vast majority who are satisfied with their existing benefit plans. 
Plan participants will be assured of high value health care coverage with flexibility to tailor 
benefits to needs, and employers will not be burdened by excessive regulations and 
requirements.

All employers providing health plans that are at least equal to the actuarial value of 
the benefits package provided by the Blue Cross/Blue Shield Standard Option package, as 
offered under the Federal Employees Health Benefit Plan in effect in 1994, could be deemed 
to be "certified plans". Employers providing such plans should then not be subjected to 
extensive new obligations such as specifically required benefits, uniform contribution and 
aggregation rules, which providers they must contract with, and other similar restrictions. 
Comparison between plans to determine actuarial equivalency is a commonly used 
methodology, so extensive new regulations would not be needed to implement this standard.
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1) an employer mandate;

2)

3)

Sincerely, 

LC:jvs

Again, I appreciate the opportunity to meet with you and will be happy to be helpful 
in any way possible.

broad-based financing (as opposed to new taxes that apply only to those 
who provide coverage);

lose multi-state employer protection under ERISA, subjecting such 
employers to extensive regulation by 50 states;

At the same time, the provisions they most want to see in the bills are under attack 
and may not survive. These include:

expand the benefits they offer (while many employers are not required 
to offer anything);

early retiree provisions and prescription drugs for Medicare 
beneficiaries (which are important to unions, and aging and consumer 
groups as well as to large employers.)

A new streamlined bill in the Senate could bring large employers back to the fold if it 
provides an employer mandate, ties benefits to the actuarial value of FEHB, allows multi­
state plans to continue to operate under ERISA, and eliminates unnecessary regulations, and 
if it finances prescription benefits and low income subsides with cigarette taxes, no greater 
Medicare cuts than the Clinton bill, and a modest broad-based tax.

pay new taxes that are not broad based but targeted only to them 
(premium taxes, taxes on high cost or high growth plans, limiting 
deductibility);

face excessive new regulations affecting plan design,
reporting, and administrative requirements which are unnecessary and 
in many cases will make cost containment more difficult.

The net impact of the Mitchell bill would increase costs by 10 to 15 percent for many 
large employers.

stitia Chambers
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'* fronting both military and civil dangers of this explosive

The obvious solution is to modify the design of the

Some administration officials who recognize the prob­

pressure on the developing nations,

<»>>

con-

'x

It’s a classic example of the bureaucracy’s right hand 
not knowing what its left is doing. A valuable nonprolif­
eration initiative by the Clinton administration is being
undermined by another of its pet projects.

The initiative is a major push to eliminate international
commerce in highly enriched uranium (HELD—one of two
materials used to make atomic bombs. The project is a
super reactor to be built at home with bomb-grade
uranium as fuel. Unless boosters of the new reactor drop
their demand for bomb-grade fuel. President Clinton is
likely to fumble a sure nonproliferation touchdown.

To its credit the administration is simultaneously con-
'* fronting both military and civil dangers of this explosive

nuclear fuel On the military front, it is pushing the U.N.
Conference on Disarmament to adopt an international ban
on production of HEU for weapons. On the dvil front, it is

expending considerable political capital trying to persuade 1970s and Special Isotope Separation Plant in the 1980s 
our allies to phase out remaining use of this fuel in nuclear and to the recent demise of the Integral Fast Reactor. The 
research reactors. only thing Congress likes less than a $3 billion construction

The Department of Energy has revitalized a long- project is such a project with proliferation ramifications, 
dormant program to resume taking back spent, U.S.-origm The obvious solution is to modify the design of the 
nuclear fuel from foreign research reactors—despite vocal Advanced Neutron Source to use non-weapons-usable 
opposition at home—as an inducement for these reactors uranium so that everyone can claim victory. Scientists 
to convert to non-weapons-usable fuel It is also seeking to vould get their neutrons and Tennessee its jobs Most
block the supply of fresh, bomb-grade fuel to a proposed important, nonproliferation advocates can continue .heir
German research reactor and to persuade the Germans to efforts to put the bomb-grade-uramum genie back r i its 
convert to the alternative fuel. 

All this effort may go for naught, however, because of

Advanced Neutron Source (ANS) would be the first new Alan “ a consultant at the
research reactor in the world to use bomb-grade urani- 4-*-
um since 1978. It would increase DOE consumption erf 
such material by 100 percent at the very time we are
preaching to our allies to eliminate its use.

Germany is not amused. Its officials pubfidy accuse the
United States of seeking a “competitive advantage” and
have traveled to Moscow in search of an alternative
supply of bomb-grade uranium. If the United States
proceeds with such fuel, Germany will surely do the same

From there, the damage will only grow. Other foreign
reactor operators, who at U.S. insistence have accepted
the expense and inconvenience of converting to non-
weapons-usable fuel, will feel cheated and be compelled
to revert to HEU. Siemens, designer of the German
reactor, envisions it as a prototype for future export.
Once HEU fuel and the reactors that use it are made
legitimate again, how can they be denied to countries
like Iran that have the right to acquire them as signers of
the Nuclear Non-Proliferation Treaty?

Some administration officials who recognize the prob­
lem have proposed a compromise: a symbolic reduction in

. the enrichment of the ANS fuel, but not down to the
non-weapons-usable level we insist other countries use.
The Germans aren’t buying it. At a recent meeting in
Bonn, they reminded us that such “middle-enriched urani­
um” still meets the definition of bomb-grade uranium
under U.S. law and international practice. They're right.

Fortunately, there is a way out. A recent U.S. govern­
ment study indicates the ANS can be redesigned to use
non-weapons fuel. The flux of neutrons and time between
refuelings would be reduced about a third, but the reactor
would still produce four to five times the flux of the world’s
most powerful facility in France. The new design would
require only perhaps a year’s delay in construction, a small
price to pay for preserving the administration’s initiative
to eliminate commerce in bomb-grade uranium.

But the administration has failed to embrace this
redesign. According to several government sources,
that’s because of a strong push for immediate

from Tennessee—home of the ANS. Gore is supported

sssi" aborto^- “■< ”• s
/''I__ :____ V aw »-« — — — InWACt omnimf vrAnAaa^ol J!_____

— — — —MA AAag

then I think it would be fantastic for
 „ t*ie United States to impose these

ill-advised to proceed with the current design. Not only . on the rest of the world.
.a . But if .you have the worst record,

the highest number of abortions per
capita, the highest number of divorces,
the highest amount of venereal diseas­
es, why, for God’s sake, why do you
want to expand this to the rest of the
world?

From remarks by Mercedes Am Wil­
son. Catholic Campaign for America 
National Committee member, at a 
press conference yesterday in Wash­
ington;

We are here to clarify the position 
of the Catholic Church in regard .tn 
this international conference on popu­
lation and development—[only]<«ix 
pages of [the conference’s 89-page 

preparatory document] are dedicated 
to development... ««

It is expected that this conference 
will have a consensus approving abor­
tion as a means of birth control, denial, 
of the importance of the family as the 
basic unit of society and putting a lot of 
pressure on the developing nations, 
like my own, Guatemala, to promote 
population control programs which 
have already proved intrusive, unnec­
essary and dangerous.

We also know that noils have taken 
place in the United States that say that 
the American public are 89 percent 
against using abortion as a meansrof 
birth control. So therefore, it is not a 
democratic move at all....

This is why it is now being crfDed 
the imperialistic culture from the Unit­
ed States to the developing countries.

If the United States had a wonderful 
a r  wii. example of morality or values and ide-

struction from Vice President Gore, the former senator ?*s your sUtJst)cs showed that you
from Tennessee—home of the ANS. Gore is supported ?’ave the iowest incidence of teen
by a triumvirate of well-placed Tennesseans: presidential b|rths, that you have the lowest
science adviser John Gibbons, Senate Budget Committee amount of abortions, that you have the 
Chairman Jim Sasser and House Energy R&D subcom- lowest amount of venereal disease, 
mittee chairwoman Marilyn Lloyd.

Despite this strong political lineup, the administration is 
r 
would it sacrifice hard-won progress on nonproliferation, it
would also provoke a protracted fight on Capitol Hill.
Already the Senate has refused to approve requested ANS 
“construction" funds. Such battles in the past led to 
cancellation of the Cinch River Breeder Reactor in the

block the supply of fresh, bomb-grade fuel to a proposed important, nonproliferation advocates can continue .heir

bottle—before it’s too late.

a $3bilton u“st r^rtordw pro^Tby TOE/The

institute.

For the Record ... ---------
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somewhat dubicus set oi allegitianis known as TrOtpsrgT1 <. 
slump conrinuad tn.-ough lanuar) and Febrtnry. th^nk: ic trie 
trickle of details about a failed reai-cstaic in.citwcci a'ILd 
Whitewater. This was the backdtoo in March, w:’;n the be* 
York Timas di- u!ftd the history ot Hillary's ucrative ccrirntdi? 
speculations. Xnd the presidential jest was beginning co oc .- b t 
a tragic curse—Aescfiyius in Arkaasac— by eody May. » her. th-, 
cartoonish Paula loncs ernereed from an Ourk hollow tt tel! tn^ 
country about w hat really went on it all thus a policy conf.-renics

<a

; f stalT i we •meaning but inalfc ciaal test friend. Mack 
M.-Lar'.y C .ngrr-siora; Whiie-ater nearnss got much uglier 
than ertp et -d aid co>t the president P-cjet Aleman, one of the 
more il1 • -8 * -mbers of hit admini:trai<on.
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partisan Republican who announced '■•j -thu pr.Ud’.-nt s e^cncal character fla* ceve-y. Republican senators Gramm 
would start investigating ascii from isn't 1 is-’oncst? c •ntiuh as c-hor.-.’sty. Dole, and D'hmato. among others pre-
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the economy is growing so fast that tni 
Feccrai Reserve is justified in raising ir.
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\* catmaign. Bill Clinton under way by the time he took office 
• are ordinary—some Tru’?. cut few economists believe 1: woul
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press. In May, |Oc Klein unleashed a
VewsweeA story called ‘ The Politics cf
Promiscuity." which rquatod Clinte-.'s
casual affairs with women like Paula Ic nts
to hit vacillating Bosnia policy. Clinton.
Klein argued, was aiwavs making commit­
ments he couldn't keep; he was foiled cy
"an i.lability to settle, to stand, to ctm*
mil"; he was "railing snout in a narcissis­
tic. existential quest for $e!f-d;s:over..''
The puoliuation the following month of vekinr . drama :c jnowdowiv 
Bob Woodward's The Agtnda oempeund-
ed perceptions of vaguel. adolescent Clin-

ly made no point of his Owr. but >'$

foreign policy and incorrigthb indec -ive t->e c;.;nomy. ■. a;-, end welfare, cduca- Paul Krugman, an economist at Stanfor 
at home." Peter Boyer of The f.'eiv 
called him “a compromise in a suit."

The journalistic cou-j de gride howev­
er. was delivered in a 15.000-wcra c.-v.t 
story by Michael Kelly in The V<rw c.-k 
Times Magazine a couple of weeks ago.
Kelly saw a president wounded and came
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thes. were arriving at ths rate c' one ev c”. 
four cays. And just when it seemei*
president had hit bottom, the Hu u.c unc’ -
pcctecly nuked his crime bill.

This was •'tantamount to 3 ‘■•c.e of r.o omerg
confidence in the president and his t bility
to govern." wrote leffrey Birnbaum in a being . n?pcless itr.
VVc-s Street /uumal story that ran unuc.'
the heading blrieo alive. Pronour.;> m uaa a
mentsofthis sort have t oon standard late- j® ■
ly—in :hc news columns, not jti: t rhe e_ - 9
toriai pages. By all acco’irts, Ciir tor. faces a|S 9
a massive repudiatior in the November n SfU fl
election. White House correspondtoa m fl Kfl
have also been underscoring pell numbers
that snow the presidem 's approval rating ^^9
in the dismal low forties despite the rude
health of the economy. According 0 :he fll ■■

traditional formula, presidents are pope- txtn about the

standird, Clinton should be'scaring into keot Hi :ontrac ■ itr. otes. On doIkv howe»e-. there are no signs of it. Othe

said hr ■■■ js goim to do despite setbacks Long-term interest rates are still relative;-
■ *nrtbyw .Kyg low. The economy continues to gw* -

 -i i excellent presi- nearly * percent, generating mc-e thar
.. : trtl Americans ate 23C.(X)0 new jobs a month. At thU pace

c-bliviy.:; w moa; ti’hit itept promises be- Clinton will easily fulfill his campalg*

for a spcinul counsel to investigate illega. tv du livn the kiujucab i>f a bullet in the cuniroliing the cost of health care and for 
gifts 10 secretary of Agriculture Mike Espy head. H ■ article h:jcu Tat Clinton was guaranteeing a basic benefits package to 
from Tyson Foods, a poultry company an ent -ally idi i. lic ixrsun who had every American. He declared support for 
with :low ties to C'iiton. That same been ccvupicd pol iics :c the point an aduration-und-training agenda he 
week, a leaked memo rweaied that .r.- wh.-rc he. like Ni■<-t. hw.' no real scr:..- of vt.llcJ ' lilctimc learning.' Lastly he 
president s pollster Stanley Greenberg, right ar.1 wrung ‘ Thvn: is a hollu'vness pledged to make government smaller, 
was suggesting Democratic candidates to .he C •’■.on ptrs den-y. a sense ‘.hat it cheaper and more efficient.
run or Clinton's policies while distanemg luces a .emer be :a. se tfc man at its ccn- The l.rv of these promises ho has un- 
themsdves from the man himself. Reber: nr Lek: one of ii. own." Kelly •-rote, equivocafiy deliveccd upon. When Clinton 
Fiske was unexpectedly rupluccd as Th .* ptaea judged Cl ntor not just ar inad- tco< ofl'ce. economists were musinc 
Whitewater special counsel by a mc.-c equii.c iiisder be. : faixd liA.'r.an zeir.g. abov .a new phenomenon: the jobless re-

I
i

s-.iiuni

lor. cr.: :-ainini ■ calir ;sr;. and gevem-

hc cvu-.o-iy m< . ’ :i d create 8 tri llion future growth prospects arc better the 
new cb.- tn pa : y educing the deficit, wc weald have otherwise.''
He p-orri-ied tc tr-.ns ...rm the culture of Tierc has been far less urgency abc. 
,vcifarc by obllf r ■ re-.: cents to work af- welfare reform. After the election. Clinic 
:-r tw. years c he adc. He ca.ied for r elwir pnitri.-^i mistaitn by ■•hocsj?

scratci. By curly August, setbacks like Ku.ly cinuiuucd it 'S't that Ci-.ton dieted that if the administration's budget 
-u) i.;ii t; ih;j are not tn-e. c-r were 10 pass, it would divert the economic 

th; t he 1 unrot n ikr tr;?. but that e ery- comeback altogether. Newt Gingrich, the 
- - u • sccn-io-be House minority leader, stiic

'IT s c-ystallizcd th: the p.-csiscnt's plan would fail to rcduc. 
,-jnven in tai v isdem: The pres- the dc.icit. while provoking a "jcb-killine 

•.pcpu.a h; wr- explained by hi: recession.'
Four million new jobs later. Nc*t ht: 

yet -.j eke credit for his mistake. Rcmer- 
j ill. <- may s£Em the bur the Republicans' Carter-bashing “mis
H lice..-st act of heresy cry inte\''—unemployment plus’ iniia
S j s-i. so. but far rom tion? It averaged twelve during th.-. 
1 :cin;: pstholog-c-ally Reagan years. When Bush left office. ;
1 s-hrne>i_fiill Clpuor>. was eleven; under Clinton it's nine. Th. 

consensus among economists is that th. 
1 than -ar.v country is at its "natural" unemploymen 

^thet chief executive level—the functional equivalent of ful 
n recent memcr-. He emetoyment- The debate now is whethe 

'maj have skirted the the economy is growing so fast that rm 
   drift. Gennifcr Flowers. Federal Reserve is justified in raising ir.

larwhen economic times arc good. By Paula fc nes. ant 1. nr. Rm Cljntcr. has teres: rates to forestall inflation. Sc far

the sixties. The missing twenty po nts is issues. ~ e has do c hnr.-osi exactly whatbe economic indicators are favorable, toe
known as the Clinton j^ip, said hr ■■■ js goiru' to cc dcipite seibacks Long-term interest rates are still relative;-

It is hard to imaprt:. thougn. that the ar.d ero-mous of i -‘dfci Ann by v ,ISjig low. The economy continues to row c

Clinton gap doesn't have something :c do___i_ ------
with the pounding adminisiered by the cent, irony

caciC tfic accon ;> 'ihmc-nts lack political premise of 8 million jobs by the end cf hi 
confii n Clinton gits be shed in the press lirs: term. Meanwhile, the Congressicn: 
when hr loses t t -tse ight. as with the Budget Office's deficit projection, t'c 
Hols< i.-nbush t i he :nmc bill. He gets 1995 is $171 billion, down from $234 bi 
credii .-hen he ns a close victory, as lien before the budget bill passed. C.ir.tc 
with lac year's t idgei. pafta. and the ha» another key promise—to cut tne def 
•u bic j. ;nt pass if 1 of S a amended crime cit by half in four years—within hr; sights 
bi). Pi. he's ier rid when he doei what Does the president deserve credit fo 
he sale was .:C'ng r do withe.t pro- the present strength of the economy? Hi 

detractors point out that the recovery wa
During the 19

d-d sc "-rethint
toniax incompetence. Woodward ty p’cal- though: sxtraoriirarily stupid. He pub- ha-e been equally robust without tr 
ly made no point of his own, but ■- s iishec : book-let 5th political treatise president's plan. By addressing the defic1 
details were widely ditseminatea by uth- c.-.iktf F -v w r n>t. This was ths Clinton reduced long-term rates and free
ers wljo concluded that Clinton and his p aiicrr. he ran it o lered deta.'ed po- additional capital for private investmer. 
staff were inept, fiiilirg. R. W. Apple of s-.iiuni .a wi< ■? rangu of issues As he This was the so-called bond-market stra
the Mew York Times recently -Jeccrbcd apprctn.' =; the nHwtj mark in his first egy that Woodward implicitly criticize
the president's aticntiur. as w-unaering t.?rm. it 3er'es n t benchmark 10 evaluate the white House for adopting. "'A
"like a teen-ager's ;r Saturcay rjght." h s pvr ■irmanc;. would have somewhat higher inter-:.
The Hzonomist testified to h-. sense ho: The tcjk su t;-'d I've themes above raras. especially long-term, nad there
Mr Clinton may be congenitally feeble cn <;iher-i. in order >'.mprnance. th.cy wc-v been a deficit-reduction package. ' say

'We have more productive investmer 
*?.o*t li cform. i'li - tor. said he would get gerrg on than we would otherwise. An

;cb» in pa : y rs du.ing the deficit.
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with the help of a buy-out program.
I system, “he Thanks to A! Gores ‘rc-inventing gov­

s' consol-J;-s ’ c jcv.trr.ment s ernment' plan, the tally will be down by 
fleciive panoply ’75.000 in five years, to the lowest level

si.-.cc Kennedy was president. This is truly

it 
c The 
c: the

The president has been subjected to sc- 
— -ntieism on health care. Much is dc- 

■erved: his plan was flawed in substance

.'t •.-aiiil’g and .•!’ .c.i .■'* programs by
crc.'.tlni tne-step tt ’.tc.s for people whe smazing. The Executive payroll grew 
'at. t'-.-i jobs. ' -- re ..-ntc-s miglti be ..-.rough the years when Ronald Reagan

n THE FIN CL ELEMENT IN HtS 
big live—cutting the size 
and cost of government— 
Clinton has outdone him- 
aolf. Ir. PuittMg Poopln 
First, he talked about re­
ducing the government 
work force by 100.000. Ir. 
less than <wn ynars. he’s «!- 
eady do.-.e it. or nearly so.

;r.luj>tt:! and >ji ■

trar ten ;d in 1 c Pc: c Coras at i:s no: .vathin his power
Must of .he president $ critics, howev-

..-. ar.- trying to have it both ways. They
wi has 
.•mem.

•n!L-

P.4/5
Hun;..al owed to i o. rjit outside rcg-jlar cdc rvuplc over with income temporarily 
bu x’diicru :ic cons -1 nt; Clinton i5. j so emit they got their old job back again ” 
i.ghtmg i<> rcdirec 3( -Cu J Chapter One -ay* Reich. •(Jut what has happened grad- 
money—4 ; moil si rnibiant tederal rv- cally uver the las: 30 years is that people 
source's ili.t go i.c c. jo..1 >n. Tr.e money cun ', get the old job back."

coverage. William Safire last 
week advised Clinton to veto 

that fulls shcr: of the
Bill, '.hough ho thinks

the Mitchell Bill would mean
disaster. This is attempted sabo­

tage.
It was foolish for Clinton to 

draw a .me in the sand. But what­
ever passes will still be his 
acvo.r.piishment. he brought 
health-care reform to the fore. In 
tact, a less ambitious bill that 
begins a process of sound incre­
mental reform may come to be 
regarded as a great achievement. 
But even if the result is no bill, or 
a vetoed biil. Clinton will deserve 
much credit. The reason is that 
the health-care industry has 
responded to the threat of radical 
governmental reform by rclorm- 
ing itself. The health-care-infla- 

n.Ldle'.vonan knt u : as Hallie Mae. By al- :ion rate, which once ran in me double 
c-v nj -cans to bt piid rack as a prupor- Jigirs. is now around 5 percent, the

1

on the

about 
Hlinton
cosing

ta

cause it has net been he locus Of ar.y 
great political clssh, Clinton f education 
and training ideas haw had practicaily 
none. White Heirs domcstic-pclkv advs*- 
er Wil.;am GaUtam calls th;s Clinton's 
"stealth agenda, since most of it has ac­
tually crept tru law without notice.

Tlllt: 4 M tiv: "lifetime leair.mg" plsn 
something for almost every age gryup. For 
toddlers there is a signiilcant reform and 
expansion of Head Start. Clinton didn 1 
just raise f-mr-g for this p.ipuinr prn. 
gram; he Is l.nc-.'jving it. by setiing na­
tional standards and making i. pcssible to 
decom-nissier programs: that u-.r. t oct-

te n of irromc. it viil h.u'c the added ad- owes level in twenty years. And it's 
vantags forcirj f:v;r good, kids to Jropping still.

4 :ly. t 1; expected to
•aw tne redcrai ..TemTent some $4-5-

c’n. the 
r said 
reduce

de 
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public ot private *..1 Id hc-c to cum- crontised to get government off our 
pc-o: fo • tustente . 'T- - old s; stem wts Jacks, and through ihc Bush years despite 

:h-j military build-down. Partly as a resub.

to push healtb-cx-e reform firsj^ Hi.> task 
1 force has. liWcv~. sines unvctlcd J de­

tailed legislative proposal for breaking ihc 
cycle cf dependency. There cro some 
quibbles about the plan, but it is surely 
what Clinton promised. After two years 
on welfare, you have to take a private-sec­
tor or public-service job. And a: Donna 
Shulala the secretary of Hcal.h -nd H.i- 
man Services, put ;t in Senate testimony □ 
few weeks ago. "If you don’t w.ri. you 
don t get paid.” S.-Jlala. who v.a? unfairly 
stereotyped as a liberal softie, has also 
adopted a policy of granting waivers .0 
□ rate- tiat are p-rsuing •eforr .'ifcr'.s cf 
their o wn, even where those c f jrts a. c 
not in 'inc with ire Clinton plan. Thu re­
sult hat been a boom in experimentation 
at the state lev ci.

But the best idea is still Clinton t plan. 
As originally cutt.rwd. it rcstruc .i.'.rss the 
V'jtrr-. to "mak- work pay.” Ifycv m., <.■ 
from welfare to * ■jw-wajejub. you won 1 
lose .Medicaid be-efits. us is eur- 
remiy the case Child care wilt 
also be provide. And 'hanks :c 
the expa isicr :: tne Ea-ned .n- 
come Tax Credit that wa.; parr of 
last year c budgs-.. people w~o 
forsake welfare for minimum- 
wage jobs will live below t -.c 
poverty line Tne proposal aisc 
deliver components Clinton has 
'ong ta bed abcut: child-suppo-t 
enforcement a-.d a campaign 
against teen pregnancy. Congress 
will probably r.zt xke up welfare 
reform until after the fall elec­
tion. But if it pauses in anything

Ji Jon j< ur five y ri s.
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200C hili. vy"is- patsed in Mcr.-n. .me! in 
the ciementa.-- and Secondary Ed’-icution 
Act which currently before Cunyre»>. 
These ncludc u program of rat.ora! edu­
cation standard and furding for smte ex­
periments with ihartcr schcoh insiii.u-

(:r;i-ns nt. nwticr l ie rut is a naiio.ial of ihc political climate. Because he made 
:er-. .c p: igram t u began this summer no effort to include Republicans in the 
by putt r.r 7.000 .1 ng fvoplc 'nto pub- drafting of his bill. It never hud any seri- 
lie-s;.u. y iobs. B-c; J. i n.- -J> lull. Amur:- oes urancc of passing the Senate But the
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Taking Exception
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naturally secure. The Bush administration, 
ing NATO into an empty shell. The usually which commendably handled the events of 
astute Kissinger is wrong this time, but he
does raise important issues about the al­

and its policies have worked rather well.
The basic issue in Europe is how to
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Henry Kissinger’s op-ed piece of Aug. 16 geography—between Gennany and Rus- 
argues that Clinton administration policies sia—do not, to put it mildly, make them 
are eroding the Atlantic alliance and turn- i

The writer, secretary of defense in the 
Carter administration, is a partner in a 
venture banking firm. !

bines initiative and insurance. A revival of 
Russian expansionism is surely discouraged 
by Russian knowledge that it would result in 
a new Cold War in circumstances far less 
favorable to Russia than prevailed in the 
struggle that had such catastrophic conse­
quences for it. But more insurance is need­
ed, and it is provided by the U.S. commit­
ment to European security, evidenced by the 
continuance of a 100,000-strong U.S mili- 
ta-y presence in Europe and reaffirmed in 
two Clinton budgets. The initiative, and 
considerable flexibility, is provided by the 
Partnership for Peace; Clinton’s $100 million 
for partnership initiatives is a significant 
down payment of resources to support the 
cooperation of NATO and Partner miUtaries.

Both initiative and insurance are evi­
denced by U.S. cooperation in strengthen­
ing the European pillar of NATO in the 
form of the Western European Union and 
of the Eurocorps (the Bush administration’s 
negative treatment of which upset Q.S. 
relations with France and Germany). And 
two U.S. initiatives during the past 18 
months—joining with Russia in converting 
fissionable material from weapons in Russia 
and Ukraine to peaceful uses, and encoilr- 
aging Russian participation at G-7 meet­
ings—are examples of mcentives for Rus­
sia to choose a cooperative path, including 
membership in the partnership.

On the central issue of transatlantic sqd 
European security, the Clinton administra­
tion has done quite well; it need not ajxflo- 
gize to its predecessors or to the American 
people.

democracies and affirmed that NATO’s ex­
pansion was no longer a question of “wheth­
er” but of “when” and "how.” The nature and 
timing of that expansion are appropriately 
left open because they should depend on the 
evolution of events.

Kissinger’s article does not make his posi­
tion clear, but those who argue that the 
“when” and “how” are full and immediate 
NATO membership should say for vhich 
nations those conditions apply, and explain 
their confidence that the U.S. Congress, the 
parliaments of the 15 other NATO members 
and the NATO publics are prepared to 
extend credible guarantees to the new­
comers that an attack on one is an attack on 
all. They should also explain what effect the 
drawing of such a line would have on the 
relationships between Russia and the other 
nations on the far side of that line.

NATO membership should not be auto­
matic for any country. Democracy, a market 
economic system and a responsible security 
policy are appropriate criteria. How and 
when to expand, how to expand to some 
"partners” and not others and NATO’s rela­
tions with non-member partners through and 
beyond a transition will need to be worked 
out in the context of events.

That context will include the economic 
relationship of Central Europe to the Euro­
pean Union. For the next few years at least, 
the political evolution and the security of 
Poland, Hungary, the Czech Republic and 
Slovakia depend most of all on their internal 
stability and in turn on their economic prog­
ress. The most important external influence 
on that progress is the acceptance, first of 
their products and then of their membership, 
by the European Union.

The wisest U.S. policy is one that com­

the unification of Germany and the collapse 
of the Soviet Union, never faced up to the 

tered security landscape in post-Cold War issue of post-Cold War security relations
Europe, the principles that should guide east of the new German border. President
U.S. policy there and what alternative poli- Clinton has taken the initiative in address­
ees might be adopted. The principles of the ing both that issue and those of NATO
Clinton administration are in fact sensible, structure and the alliance role in and be­

yond Europe.
At the NATO summit last January, Clin- 

maintain, adapt and augment the essential ton noted that NATO’s role is critical in the 
institutions of transatlantic security—most
of all NATO but also the European Union 
and its adjuncts—to the changed situation in 
Central and Eastern Europe, in Russia and 
the other states of the former Soviet Union. 
Non? of us, not even my friend Henry task of extending security eastward to the
Kissinger, can be certain where Russia’s new democracies. With U.S. leadership,
evolution will take it in the spectrum rang- NATO moved to do so through the Part­
ing from a large but peaceful member of a nership for Peace, which gives members
cooperative international security order to a and potential members the chance for prac-
resurgent and expansionist state seeking to tical experience in military cooperation
dominate its neighbors politically or even to without waiting to resolve the debate over
incorporate some of them. NATO expansion. It tailors the relationship

The principle the Atlantic alliance—and with NATO to the condition of each of the 
the United States, as its leader—should partners, thus avoiding the premature 
follow is to be prepared politically and drawing of new lines.
militarily to oppose and deter an expansion- Russia is a partner, though it will not, in 
ist Russia should it develop, while avoiding my view, ever become a NATO member,
actions that unduly increase the likelihood The administration has rightly been ambig-
that it will. Most Central European and uous on that question, but as Clinton
former Soviet nations also face alternative stressed in Warsaw, Russia will not have the
paths: toward Western values and practices right to veto, compromise or threaten the
or toward authoritarianism, statism and integration of any of the new democracies
poisonous nationalism. into Western institutions, including NATO.

The balance for U.S. policy is not easy to Speaking to the Polish parliament on July 
strike, especially in dealing with the Cen- 7, Clinton explicitly rejected a "gray zone” of 
tral European states, whose history and uncertain security for Central Europe’s new
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