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THE WHITE HOUSE

WASHINGTON

January 31, 1995
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Dear Nick:

i

Sincerely,

-7. ■
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i
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Mr. Nick Franklin
Senior Vice President
Public Affairs
FHP International Corporation
9900 Talbert Avenue
Fountain Valley, California

i
i
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I
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Thank you for writing to me about FHP's Medicare 
program. I enjoyed meeting you at the recent 
breakfast at the White House, and I appreciate 
your following up on our discussion. I've asked 
Carol Rasco to look into the issues you raised and 
have passed along your invitation to my scheduler 
for consideration.

As we continue working to improve our health care 
system, I am grateful for your support. I hope 
you'll stay involved.

fro

I

i
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January 12, 1995

Dear Mr. President:
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FHP International Corporation 

Public Affairs Department

9900 Talbert Avenue
Fountain Valley, GA 92708 

7143785767

William Jefferson Clinton
President of the United States 
The White House
Washington, DC

J

I

I enjoyed the opportunity to meet you at the breakfast you hosted for members of the 
Democratic Leadership Councils at the White House on December 7, 1994.

You asked me to write to you and let you know how FHP is able to save Medicare 
beneficiaries and the federal government money under FHP’s Medicare risk contract with the 
Health Care Financing Administration (HCFA), while providing beneficiaries with a broader 
range of benefits, including prescription drug coverage. I trust the following provides the 

information you requested.

I should begin with a brief background of the Company and its Medicare business. FHP 
International Corporation is a federally qualified health maintenance organization which 
began 33 years ago in Long Beach, California. Over the years, the Company has expanded 
and now serves people in 11 states and the Pacific Islands of Guam and Saipan. Over 1.7 
piillion individuals today receive all of their health care from FHP. Our customers, or 
^~~~ihers. include the employees of over 5,000 small, medium, an<f large corporations;

FHP
HEALTH CARE

k / tin embers include me employees or over smau, ulcuiuiu, 
"K lMedicaid recipients; military dependents; federal^ state, county, and city employees; and 

nearly 350.000 Medicare beneficiaries.

FHP receives a capitated payment, a fixed amount of money every month, for each of its 
members and in return contracts to provide all of that member’s health care needs 
irrespective of the cost or intensity of care. Approximately 20 % of our members receive 

(their care through our staff-model network of over 60 company-operated medical centers and 
dive hospitals. The balance of our members receive their care through private physicians and 

Qiospitals with whom FHP has contracted.
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save money, but it is a higher quality of medical care since no one wants to be sick or
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Under our Medicare contract with the federal government, HCFA pays FHP an amount equal 
to 95%of what^HCFA would otherwise pay'to the fee-for-service physicians and hospitals in 
that geographical area. FHP in turn provides all of the benefits required under Medicare.

h t  _  . .
Fythat geographical area. FHP in turn provides all of the benefits required under Medicare.

I In addition. FHP provides outpatient prescription drugs and other benefits not covered by
Medicare^ inrinding covering hospital and physician deductibles. For this FHP charges $5
for a prescription, $5 for an office visit, and charges no premium. The results are 
impressive. For example, the 5% savings to the federal government for our 350,000 
Medicare members amounts to more than $60 million perjear. Because FHP charges 
premium and adds benefits over and above the standard Medicare benefits, wesave each of 
our 350,000 Medicare members an average of more than $1,200 a year. These direct

savings to our Medicare mcmhera total-more-than $348 million a year.

Through these efficiencies, FHP is removing over $400 million a year of unnecessary and 
wasteful health care costs from the health care system for our Medicare members alone. As 

 (evidence of the senior population’s acceptance of this program,, opr Medto4remembei§hip 

[grew on average 21 % each year over the last five years.

We are able to accomplish these results by applying a series of basic principles which we 
have learned over the years, and which are readily applicable to the nation as a whole as we 

seek to provide health care to all Americans in a cost-effective way:

We remove the financial barriers to seeking early care. We know that if there are 
limited benefits, pre-existing condition eYc.lnsions or deductibles, many people will 
defer seeing the doctor until the disease or problem becomes unbearable. By the time 
they see the doctor, it is likely that more expensive procedures and possible 
hospitalization will be required. We know that if we remove the financial barriers to 
seeking early care we are often able to stabilize or correct the problem before it gets 
out of hand, and thereby avoid more expensive treatment later on. Not only does this 
save money, but it is a higher quality of medical care since no one wants to be sick or 
in the hospital if he or she can avoid it. The use of a hospital is the most expensive 
part of medical care, and FHP’s use of hospital bed days is one of the lowest in the 

country.

Access to an individual’s primary care physician on weekends and in the evenings js 
very important to the control of health care costs. If their doctor is not available, then 
typically, the patient will wind up in the emergency room of a hospital. Emergency 
room care is very expensive and is used by hospitals as a major source of admissions. 
Many of FHP’s medical centers are open in the evenings and on the weekends. The 
centers are full-service medical centers which include both primary care doctors and 
specialists, a pharmacy, minor surgery, laboratory, x-ray, physical therapy, and even 

child care while the patient is receiving medical care.

Under the HMO Act, every federally qualified health maintenance organization must 
provide a minimum level of benefits as prescribed in the act. Except for outpatient 
drugs, this benefit level is all inclusive; but FHP adds prescription drugs to every one
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of its benefit packages. This is particularly important for Medicare beneficiaries since 
many do not have the funds to fill a prescription. Without a drug benefit, the 
prescription would likely either not be filled or would be filled and spread over a 
longer period of time than is therapeutically required to cure the illness. From 
experience we know that the additional cost of a drug benefit is more than offset by 
lower hospital use and lower utilization of health care.

FHP’s Medicare program is community rated. This is an essential part of the 
program’s success. Under a community rating system, HCFA pays FHP the same 
monthly amount, adjusted for age, for each member in each geographical area served 
by FHP, inespective of the Medicare member’s health. At any time, some of our 
Medicare members will be sick and some will be well. The key is that we have 
enrolled a large number of Medicare beneficiaries so that the cost of caring for the ill 
members can be spread over our entire 350,000 Medicare population, making health 
care on average affordable for any one individual. -

Our efforts to control costs while delivering high-quality care have had impressive 
results. Over the past months, our efforts to assure the highest standards of quality 
have been recognized by a number of organizations. The National Committee for 
Quality Assurance has awarded our plans in Arizona, New Mexico, Southern 
California, and Utah with unqualified certifications of quality care. The American 
College of Surgeons recognized FHP’s exceptional quality of care in treating our 

•members who have cancer.

Physician choice is important, but not in the way most people think of it. Having the 
absolute, unchecked freedom to seek the services of any doctor, including expensive 
specialists, at any time and at any frequency, is not a prerequisite to receiving quality 
health care. One of the reasons FHP is so popular with its Medicare members is that 
we have carefully screened, credentialed, and regularly recredential each of ourJiy 
house and contracted physicians. We inquire into their malpractice history, their 
technical competence, where they went to school, where they trained, the amount of 
their training and experience, and the status of their licensure. When an FHP 
member selects one of our physicians, the member can have confidence in the level of 
care they will receive. This is not necessarily the case in the unmanaged, fee-for- 

service system.

The incentive for the physicians must be aligned with the HMO’s and the nation’s 
incentives to reduce costs while simultaneously improving quality. Under the fee-for- 
service system, providers are paid based on services performed. This incentive has 
lead to abuses and over utilization. At FHP, our staff and contract physicians have 
incentives to provide members with rapid access and to deliver high quality rare. 
These incentives not only control costs, but also enhance quality—to do otherwise 
would result in lawsuits and loss of members. Holding back on appropriate utilization 
would also, as discussed earlier, actually result in eventual higher health care costs.
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Carol H. Rasco, Assistant to the President for Domestic Policycc:
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Our surveys, like those of the other Medicare HMOs, demonstrate enormous satisfaction by 
our Medicare patients with the quality, cost and additional benefits they receive. We are 
sure, given the chance, other beneficiaries would be similarly satisfied.

FHP is convinced that the Medicare program and beneficiaries can realize similar cost 
savings while assuring coordinated quality of care. We have been excited by the recognition 
managed care has been receiving from Members of the Congress as a way to address the 
Medicare programs problems. The biggest challenge will be to encourage beneficiaries to try 
something which for many of them will be new.

We would be pleased to work with you and others in your Administration to bring the 
beneficial cost and quality results of managed care to a greater number of Medicare 
beneficiaries. Also, we would be delighted for you to visit our medical and corporate 
headquarters campus in Southern California the next time your travels bring you to the West 
Coast. I think you will be very impressed with what you see.

Mr. President, my colleagues at FHP and I are convinced that HMOs offer the best solution 
to controlling the growing cost of health care, generally, and Medicare, in particular, while 
assuring coordinated high-quality care. The number of Americans in HMOs has grown 
steadily in recent years with more than 25 percent of Americans receiving health care 
through a managed care plan. The savings to the private sector have been significant, with 
health costs growing at the lowest level in years (indeed, for many employers, costs have 
actually declined with no loss in quality). Yet only some ten percent of Medicare 
beneficiaries receive their care through HMOs.

Thank you for asking me to provide you with this information and for your leadership on 
health care issues. If you have any questions or if I can be of any further assistance, please 
do not hesitate to call me directly at: 714-378-5631.

Nick Franklin
Senior Vice President,
Public Affairs



2.-I0- qc.

VH cum

iSvs:

the president HAS SEEN*
3-1 e i

the white house
WASHINGTON

Ujcujm. ?\U-AMJuk Vol. 
~^rojsruSl nM\C



k 'Ur

THE PRESIDENT HAS seen
5 - X O °A

i

>

■

1

o 
(7

o c7

''/<2

,<y'



INS ‘Enforcement Deficit’ Tied to Law FALTERING EFFORTS

V

year.
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16%

law prohibiting that employment.
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interview workersjinljuift^uEceiv- illegal workers because they work resources have steadily declined in to work, emp|oyers are not computer registry will make a differ-
inglui employeFspermission. About for substandard wages. this area just when we needed to be re t0 verify the documents’ ence in these cases because these
4(T percent of their work Involves “Businessmen owners are not boosting them, bhe blamed von- authenticity As a resu]t many y]e_ employers are not looking for easier

compliance possible. We do notcompliance possible, we do not nt me iwo, eiuorcenieiii ui u.c r-..--- tv _m . v.r„ want mDlv workers The INS is reevaluating its en-
measure our success by the number employer sanctions law has ^ome begin work .oni thei coimnot thenf you have to worry about, it Secretary of Labor Robert E. forcement strategies and said it in- 
of fines we issue or the number of J to 21- ktertkydiSs is the others " said Saskia Sassen. Reich recently described this way of ^tends to target sectors of the econp-
ahras we detain. «The^dministration is exnected to professor of urban planning at Co- doing business as “the low road to my known for consistent violations.

Most laws create enforcement fi?£ unveil a“dSESt v«^Eend- lumbia University. competitiveness ... hiring illegal But even this initiative is based on
mechanisms and set out punish- half, as has the number of fines is- unveil a detailed initiative ana spena y rmvina them verv little increasing voluntary compliance

Those employers belong to the

Just how big a chunk of the work-
’Kiiteaniligal.taunigrantpopu. MM wMMio. system for comes toJM,.workers^theric force eZS

^St^wikoOc.AodJ. ^imdoowkfootanes.mmted.O ■ ............. .......... K^mTheZo"  ̂ "ogeTas mVbcom^s

tte flow of illegaHmmigrants to the employers in 1993, the last year for documents showing they are autho- many irregularities,” she said. “No puted issue even withm government, at the problem areas.
the flow of illegal immigrants to the

fines

3,547

2,4472,242 2,184
1,761

lETTwrmi

544a

son to assume anything is amiss. 
Such visits produce few violations, 

an unusual form of law enforce-

Fines and warnings brought by the Immigration mid 
Naturalization Service, against employers of illegal 
immigrants have declined...

I
i

... as have the number of investigators and 
proportionate spending.

'89
SOURCE-. Immigtation and Naturalization Seruice
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Sanctions budget

ENFORCING EMPLOYER 
SANCTIONS

By Roberto Suro 
Wuhin«U.fti«t Sult Writer
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mechanisms and set out punish- ---------------------------- --------- ----------- -------------- , . * j
ments on the assumption that some sued. While the INS is getting more mg proposals within a few days. Sen.
people will break the rules. But the than 2,000 additional personnel this Alan K. Simpson (R-Wyo.), chairman
1986 federal law prohibiting employ- year, only 38 are projected to be of the Senate Judiciary immigration

_ - # e a * a A — aS- - ■ . A . «■ J—. - — — — I , |» a ■ A 11 IriOFment of illegal immigrants is differ- l—-----------------

ent: It assumes that if employers are tions of the law, 
given enough information and en- P

28%

•89

spot checks on businesses randomly scared of the INS because it is never gress for scaling back admimstration
selected by a computer with no rea- around,” said Wilfredo Larancuent, requests for additional investigators

• • director of organizing for the Amal- in recent years even as it mandated
   gamated Clothing and Textile Work- new tasks for them to take on.
‘1'd'imess you’d have to say tWs is ers Union in New York, adding. “It is There is a consensus among poh- 

uuuou- ..... v.- V.- not a threat, and that makes the cjmiakers that the flow of lUegal im-
ment,” said Demetrios Georgako- whole thing a joke. If a guy running a migrants to the United States has
poulos, who is in charge of enforcing sewing loft or a laundry or a restau- reached troubling proportions. In his
the employment law at the Immigra- rant needs to cut labor costs, he State of the Union address last week
tion and Naturalization Service’s knows he can hire a few illegal work- President Clinton spoke of the need
(INS) New York office. “Our goal is ers, pay them less than the minimum to halt “the kind of abuse of our un­
to bring about the highest rate of wage and get away with it.” migration laws we have seen in re­
compliance possible. We do not At the INS, enforcement of the cent years,” and endorsed plans to

These offici
mqirethanjusti
fatuma-require.

‘neages three i 
they can inspect employment re- 
cords and, in all but rare cases, they

■ According to the INS, 90 percent 
.cmuucu w v..v   in these cases because these of all employers are in compliance
authenticity. As a result, many ille- employers are not looking for easier with the law. But the Labor Depart-

'■ . ways to comply. On the contrary, ment, which inspects four times as
pers to get work, and their employ- these workplaces can only exist un- many business each year as the INS,

■ ■ ■ • der an umbrella of violations.” puts compbance at a mere 47 per-
The rapid expansion of the service cent. One reason for this discrepan-

Hll,vvu  industries, competition from national cy, administration officials said, is
make it more difficult for illegals to chains in areas such as food services that Labor Department officers
use fake identities.. But critics of the and retailing, global competition in judge compliance when they con-
But critics of the voluntary compli- many areas of manufacturing and elude their inspection, while the INS
ance strategy argue the new propos- economic downturns have all helped defers a decision until it has given an
als will not affect the substantial create a sector of the economy that employer “educational assistance
number of employers who knowingly operates on thin profit margins and and opportunities to correct mis-
violate the law. Although the majori- employs large numbers of low wage takes.

“ ■ The INS is reevaluating its en-

rl KEY

Cases resulting in:AGAINST EMPLOYERS

Voluntary Compliance Provision Fails to Deter Hiring of Illegals
 

United States, the Clinton adminis- which figures are available.^ and it 

Congress have reaffirmed their com- forcement. By comparison the Bor- 

sault on illegal immigration this 5,000 agents. 
yeart As resources have dwindled

ov...v *,««,«««  Congress is expected soon to take sharply, more cases have gone unin­
here. Facing them are just 18 feder- up proposals for a computerized reg- vestigated. By last September the
al immigration officers enforcing the istry of eligible workers that is de- INS had accumulated a backlog of
law prohibiting that employment. signed to make it more difficult for 36,000 leads on possible violations it

These officers are up against illegal immigrants to find work. But had been unable to check out, ac-
more than just nnmhprc^Their regn- critics argue this approach will not cording to a report by the General
Winns renuire them to give-bysi- begin to solve the problem for the Accounting Office. ~ 

' 1 ■ ’’TicaTEelore same reason the voluntary approach INS Commissioner Dons Meis-
has not succeeded: It will not deter sner conceded, “We have a substan- 
businesses that deliberately employ tial enforcement deficit because our

,A>-

-I I

gal immigrants use counterfeit pa-

ers are deemed blameless.
The proposed registry and im­

proved documents are designed to

tration and leading Republicans in had only 318 people assigned to en-

NEW YORK—On one side of the mitment to it as they plan a new as- der Patrol now employs nearly
battle are the factories, shops, res- sault on illegal immigration this 5,000 agents,
taurants and families that employ vear. As resources have dwindled

some 200,000 illegal immigrants

Those employers Delong to tne immigrants, paying them very little increasing voluntary compliance
shadow world of the underground in conditions of squalor and lack of with the creation of a new verifica-

« v. —   economy that Sassen has chronicled safety that rival conditions in the tion system that is expected to take
jidded to th* staff investigating viola- subcommittee, introduced a bill last in several books. "These employers Third World." several years. .

week that would also create a com- violate all kinds of laws when it Just how big a chunkof the work-  The way y°“ 8°
„„s.“  —jz v " I '"C '*”* *

the economy—and how big a chai- said Meissner, the INS commission-be laws on overtime, the environ-
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Inflation Calculus

"X77c at

rate.
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To business people’s reports of lack of

dpriarp inflation buried iust vet. Commod- mist at the Federal Reserve Bank of 
ity. prices are rising, and theeffST is Kansas City. There also have been times.

/

products

deling proccnjp •’ says

about 70% of business costs, the natural

Chris
tsrp?

.So strange, in fact, that in the past few 
months it has prompted several econo-

S^^sTneitheMidfSRoe- With labor costs making up overall ^XTlhc^pri^11^1 PUtt' * 

■i-l. 1.1. „ about 70% of business costs, he natural st tw0 years, Mr. Mead at
fr?. MCI Communicaiions rate is an important concept to econo- T - increased out-

hiring 10,000 to 15.000 mists - including those at the Fed - be- ^["SoXcreasmg wages by moving

about the same pay range cause it indicates when wages are likely to automotlve production to under used

markets, those aren’t yet working their 
way up to many of the country’s biggest 
employers - or into the nationwide statis­
tics.
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Business and
Clash Over a Concept: 

‘Natural’ Jobless Rate

By Amanda Bennett
Staff Reporter of The Wall Street Journal

A • - —A. •_ A»

days for the economy’s own good?
Absolutely, says Martin Feldstein, a

Harvard University professor and former

unde/ presidenrReagam By' Mr? Feld- bly 6%s and possibly as high as 6.5%. "I am away on own, these theorists maintain,
stein’s calculations, unemployment al- the guy who sold 6% to the world,” he says, instead, the theory holds that only a period
ready has fallen way below the level he Today, he thinks^ihat-ttigger_pauiL is of high unemployment will help. The rough
believes is sure to trigger steadily rising jjrnhahly closer to 5.5% ~ and. couldj>e as economic rule of thumb: If unemployment
inflation - even if the economy begins lqjjLas_52>- , stays one point below the natural rate for
slowing soon on its own. "We are ... into Creating Jobs two years, it will cause a permanent *
the danger zone,” he says. By Prof. Gordon’s earlier reckoning, one-point rise in the inflation rate - that

— Nnncopey r?tr.rtc nana Mpari. chair- the economy tripped the inflation switch as only two years of unemployment one point

mists who talk that way, he maintains, just calculations, trouble could still be a way

Stable Pay Increases
" m as the U.S. unemployment rate 
 5.4% at the end of last year, from

„7% at the beginning, employee wage and 
happfit mats remained flat, as did the rate 
of rise in the consumer price index. "We 
keep waiting for the other shoe to drop, and 
it never does,” says Donald Wood, chief of 
the division of employment cost trends at 
the Bureau of Labor Statistics. “It’s 
strange.” •

pressure on their own prices.
Over the past two years, Mr. Mead at

IlldUl uidl 11 Will UC HlUHUU, -------------- -- -
. before the proof that they Pnce index represent simply a mild bounc- through

the\»™d^ £gitathefrfSstanstep on an inflationary ^pMS, * SrIWrt LTzIR. Jarman

> some observers detect snotty in- escalator that will keep on rising until and chiel execulm nf Cooper Industries

Debate Matters Because It
i i t i r montns n nas prompieu seveiai evmiu-
Involves How r ed Moves mists  including a couple of the profes- 
. e. , . zr sion’s most prominent defenders of the

Aftect Economy S Course notion that unemployment had dropped too 
 low-to lower their estimates of the natural

 

mi T-I L X XT a ID it rate. Perhaps, they now concede, their

The Factory Meets NA1KU calculations were overly pessimistic.
“The danger zone for unemployment 

seems ... to be lower than I had been

_ ____ .

THEJVALL STREET JOURNAL'
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cre^esTiiwag^inparticularTy tight labor unemployment swells again? me., a Houston manufacturer. "My con-
■ p y • • To understand the roots of the debate, it cern is that we are using data and statistics

helps to look at an arcane economic con- and rules of thumb that come from a 
cept developed back in the late 1960s by different business environment than now 
Edmund Phelps, now a professor of eco- exists.”

—arpn’t foflling prwigg " says nomics at Columbia University, and by Busippcw; Changed
Kelly Ritchie, vice president of human Milton Friedman, the Nobel Prize-winning

rise as a result of the demand for labor 
outstripping supply.

Most economists have long agreed that 
some unemployment is inevitable because 
some people will always be between jobs or 
out of work because their skills don’t 
immediately fit the jobs available. That 
transitional unemployment is the natural

 '"But before the work of Profs. Phelps
and Friedman, economists thought that by 
speeding up economic growth they could 
engineer an even tradeoff between infla­
tion and unemployment - say, a one-per­
centage-point increase in inflation, which 
would yield a one percentage point drop in 
the unemployment rate.

Prof. Phelps concluded instead that if 
unemployment falls below the natural 
rate, inflation won’t stop rising until the 

 jobless rate retreats. "If the labor market
previously estimating,” says Robert Gor- stays over-tight, each year there will be 

Are7<x) many AmeriranFaTwortaese don, a professor of economics at North- another point added to the inflation rate," 
y - western University. As recently as last says Prof. Phelps. “It will go on rising, up

month. Prof. Gordon^advised the Federal and up and up higher and higher.” 
auu'cuu r-—  Reserve Bdard Uiatihe inflation trigger What's more, once that inflation is
head of the Council of Economic Advisers was an unemployment rate that was proba- embedded in the economy, it won’t go

stein’s * ^c^ttonsT'imempioyment al- the guy who sold 6% to the world,” he says, instead, the theory holds that only a period

behevesTs sure to trigger steadily rising jimhahly closer tn 5,5^ ~ and Cpuld t>e as economic rule of thumb: If unemployment

inflation - even if the economy begins lqjjLas_5%- , stays one point below the natural rate for
slowing soon on its own. "We are... into Creating Jobs 
the danger zone,” he says. By Prof. Gordon’s earlier reckoning, one-point rise in the inflation rate - that

— Noncor^ey rttwrtg nana chair- ttje economy tripped the inflation switch as only two years of unemployment one point
man of Tennpm inc, in Houston. Econo- early as last March; according to his new above the natural rate will root out.
mists who talk that way, he maintains, just calculations, trouble could still be a way To business people’s reports of lack of
rtnn't imriarstand how Amencanuampa- off. and hundreds of thousands more peo- wage pressures so far. these economists

" pie could go back to work before serious reply: So what?
inflation rears its ugly head. "I’ve just The economists say that history shows 
created 600,000 jobs," he quips. Inflation does sometimes occur immedi-

Of course the Federal Reserve Board ately after the natural rate has been 
and the bond market aren’t ready to breached, says Stuart Weiner, an econo-

working its wav up into the prices of final however, when it took nearly two years to
— s more, with the CPI grow- become apparent, he adds. 

ing at its second lowest rate in nearly three Frederic S. Mishkin, executive vice 
ripcades. 2.7% for 1994. almost everyone president and director of research at the 
expects some pickup this year. The Federal Reserve Bank of New York, says 
average of forecasts of 53 economists sur- businesspeople are indulging in wishful 
veyed by Blue Chip Economic Indicators in thinking. ‘ ‘There really is no evidence that 
Seiiona, Ariz., is that inflation will pick up (they] can point to except to say ’Gee, we 
to a 3.3% annual rate by the end of this , haven't seen inflation yet,' and that’s no 
year. A further Fed tightening of short­
term interest rates is widely expected next
week.

The question, though, remains: Does
the rise expected this year in the consumer

' nies have tied wage increases to prodpetiv- 
tty grains, shifted work and
JgflrnAd tn pnviiirp morp with fewer p^ripte. 
Even if the expansion continues, he says, 
“companies are not going to be in as hot 

k competition for workers as pure economic 
theory might suppose.”
So Who Is Right?

As the economy continues heating up, 
so too does the battle between the ivied 
halls and the factory floor. On one side, the 
weapon is economic theory. On the other, 
day-to-day experience. Much hangs in the 
balance: If theory bears out, the Federal 
Reserve Board courts inflation if it keeps 
interest rates too low; if many businesses’ 
observations are correct, the Fed risks 
choking off the economic expansion by 
raising rates too high.

The economists who say unemployment 
is too low maintain that it will be months, 
or even years.
are right rolls in. For the moment, how 
ever.I
While some observers detect spotty in-

hn-L- & which hired nearly 40.000
Christmas workei

. rhas been
people a year at about the same pay range 
for the past two years. “We don’t see any 
need to make any major changes.” a 
senior MCI official says.

Sedona, Ariz., is that inflation will pick up (they) can point to except to say ’Gee.

evidence at all. People keep on making this 
mistake over and over again.” he says.

Business counters: It is economists who 
repeat their own mistakes, because their 
calculations are looking aL_Lh£^wprld 
„.^.ia rearview mifrorrEcenomists are 
fjghung a nuclear war with conventional 
— z ■■■ n PiTTL—rHTfirman
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capacity in Europe. Moreover, by negotiat­
ing changes in union work rules, the
company’s packaging business has

offsetting the 2,5% annual pay increases.
Tartly-as a result, he figures the rates of 
price increases for all his company’s prod­
ucts will be staying the same or declining
this year.

Stephen S. Roach, an economist at
Morgan Stanley, estimates that as a result

CQStS-tiiat is, total compensation adjnsSd 
for productivitv—rose bv only 1% lest year.

is forecasting an increase of 2% this
year but says that is still very low by
historical standards. “Normally- at this (
stage of the cycle, that number would be in they become absorbed in th£_work force, 
the 5% to 6% zone. That tells you what an ; —*—1 —   ----------*“
extraordinary job corporate America has 
done in holding the line in labor costs.”

Service Sector
It isn’t only manufacturing, either.
; i December last year, the services

component of the consumer price index
rose 2.9%, Mr. Roach notes. At the equiva-

i lent point in the last recovery, the number 
I was 4.9%. He maintains that the service

industry is in tbn throes of the same kind of 
mst-cntting that mannfacfiirmgTgmTOe .

holding down wages and inflation longer 
than usuaT

•v: 
'r

negotiated a novel, 10-year contract mat 
gives its 2,000 pilots shares in its com­
pany’s stock but no cash pay increase for 
five years. The company says the contract 
helps keep its costs at least 20% below its 
competitors’ and helps restrain price infla­
tion in general. ;

None of these arguments impresses the 
high-NAIRU camp.

"Serious students of the issue of meas­
uring the natural-rata-don’t find Ihnsi-

JHE WALL STREET JOURNAL'
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the natural rate declines again.
Economists themselves suggest other 

possibilities for why the natural rate may 
have dropped recently: Prof. Gordon at 
Northwestern says his original calcula­
tions were based on changes in the gross- 
national-product deflator, another meas­
ure of inflation, and not on the more widely 
watched consumer price index: moreover, 
since inflation has been so slow to appear, 
he is willing to entertain businesses' argu­
ments that productivity gains and the 
weakness of labor unions have Had an 
Effect.
Reading the Signs

Prof. Phelps says he has lowered his 
own estimate of the natural rate-which is 
still high - to 6% from 6.5%. He suggests 
that the per-person dollar value of a range 
of public-assistance programs has de­
clined, giving some marginal workers 
more incentive to go to work. The fact that 
the minimum wage hasn’t been raised in 
some time, too, he thinks could help lower 
the natural rate. Some economists think 
that a too-high minimum wage prevents 
employers from hiring more low-wage 
workers. A lower minimum wage. Prof. 
Phelps suggests, "would be a barrier to 
entry into the labor force for fewer peo­
ple.”

Meanwhile, economists don’t even 
agree among themselves on how to read 
the few possible signs of wage inflation 
that are emerging. Manpower Inc., the big 

Stephen S. Roach, an economist at

of such changes, businesses' unit labor 11 young people in the 1960s and 1970s as the 
baby ^0, matured and, more recently, 
the larger number of nonwhite workers. As 
these groups, Which traditionally have had 
higher unemployment rates, enter the 
work force, the natural rate rises; when

York Fed.
Many economists do say that the natu­

ral Tate his changed in the oast, going 
ffom about 5.4% in the 1960s, to just above 
7% in the 1970s. and declining to about 6.4% 
in the 1980s. They say these changes were 
related mainly to demographic shifts, 
mostly when less-employable groups be­
gan entering the work force. These shifts 
in the makeup of the labor force include the 

/entry of more women, the'big influx of

A8 THE WALL STREET JOURNAL TUESDAY, JANUARY 24, 1995

Inflation Calculus: Business and Academia Clash
Over Economic Concept of ‘Natural’ Jobless Rate

temporary-help agency in Milwaukee, had 
its first across-the-board wage increase m 
several years last year - averaging about 
4% - and expects another this year. One 
group of economists sees that as a sign of 
incipient inflation, since wage increases 
typically begin at the lower end of the 
salary scale. The other group disagrees: 
Demand for temporary help 4s buf(gring 
the ecbnomv from even-larger wage in- 
creases. savs Gail Foster, chief ecsnomist 
at the Conference Board.

In addition, one group maintains that 
any sign of inflation turning up this year 
means that unemployment has dropped 
well below the natural rate. “Natural-rate 
theory says that if you aren’t at the natural 
rate, not only would you not expect to see 
inflation rising, but you would expect to 
see it declining." says Mr. Weiner of the 
Kansas City Fed.

"That’s completely wrong," says Gor­
don Richards, chief economist for the 
National Association of Manufacturers. 
Inflation isn't affoctpri just hy waves.-and 
ran rise even if thp pmnnmy hasn't yet 
passed full employment, he savs.

As for Milton Friedman, the other fa­
ther of natural-rate theory, he has com­
pletely disavowed the forecasting use to 
which his creation has been turned. "I 
don’t know what the natural rate is, nei­
ther do you. and neither does anyone else. I 
don’t try to forecast short-term changes in 
the economy.” he says. “The record of 
economists in doing that justifies only 
humility.” _____________

Autotote Acquisition
NEW YORK - Autotote Corp, acquired 

certain assets of IDB Communications 
Group Inc.'s broadcast division for S13.5 
million in cash and subleases for satellite 
transponders, or channels.

Autotote. which supplies wagering sys­
tems. said the transaction will allow it to 
telecast simultaneously races from more 
than 60 horse and dog tracks in North 
America.

A spokesman for the company said the 
subleases would cost $15 million through 
the end of leases. IDB Communications is a 
Culver City, Calif., communications com­
pany in the process of selling its assets.
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SCHEDULE FOR CRIME STRATEGY

PROPOSED SEQUENCE OF ACTIONSA.

1.

2.

*

★

*

3.

4.

5.

6.

THIS STRATEGY PERMITS US TO:

MAINTAIN CRIME AS A DEMOCRATIC INITIATIVE★

CONTROL AGENDA FOR THE REMAINDER OF THE YEAR*

*

THE PRESIDENT WEIGHS IN STRONGLY WITH THE HOUSE TO ENSURE 
TIMELY COMPLETION OF THE BILL

BIDEN PROTECTS THE STRATEGY THROUGH THE SENATE/HOUSE 
CONFERENCE ON THE BILL

THE PRESIDENT CALLS DEMOCRATIC LEADERSHIP TO THE WHITE 
HOUSE TO ANNOUNCE HIS CRIME STRATEGY

BIDEN MEETS WITH HOUSE DEMOCRATS TO HELP SPEED 
COMPLETION OF WORK ON THE BILL

VASTLY IMPROVE CHANCES OF PASSING BILL THAT MEETS MAJOR 
INITIATIVES OF ALL SECTORS OF THE PARTY

reduce opportunities for Republicans to shape the bill with 
counter-productive provisions

complete work on crime bill before the Congress moves to 
consideration of health care reform, which will consume 
attention for several months

lock in the Trust Fund vehicle for paying for the crime 
initiatives before the budget resolution is considered (at 
which time the funds could be hi-jacked for other purposes)

THE PRESIDENT OR HIS SPOKESPERSON FORMALLY ANNOUNCES THE 
STRATEGY AND SCHEDULE

AT THIS MEETING THE PRESIDENT LAYS OUT HIS SCHEDULE FOR 
ACTION, INSISTING ON RAPID ACTION BY THE HOUSE OF 
REPRESENTATIVES IN ORDER TO:

THE PRESiEENT HAS SEEN 
a v «• ‘

-tr pSjertA

CToce.
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PROPOSED SCHEDULEB.

LAY OUT OVERALL STRATEGY - JANUARY1.

ANNOUNCE FOUR PART PROGRAM TO DEAL WITH CRIME★

CRIME BILL**

DRUG STRATEGY AND IMPLEMENTING LEGISLATION**

GUN REGULATION PACKAGE**

LONGTERM INITIATIVES - "INVEST IN CHILDREN-"**

WORK FOR RAPID ENACTMENT OF CRIME BILL - JANUARY/FEBRUARY2.

PROTECT THE $22 BILLION TRUST FUND★

★

★

★

*

RELEASE NATIONAL DRUG STRATEGY - FEBRUARY3.

*

BIDEN HOLD HEARINGS TO SUPPORT STRATEGY - FEBRUARY*

*

CLARIFY SUPPORT FOR A THREE TIME LOSER PROVISION THAT 
CONTAINS THE FOLLOWING ELEMENTS -

PROTECT THE KEY PROVISIONS FROM NEGOTIATED 
BIDEN/CLINTON BILL

OPPOSE NEGATIVE SENATE AMENDMENTS LIKE THE 
FEDERALIZATION OF ALL GUN MURDERS

PROTECT POSITIVE SENATE AMENDMENTS LIKE THE ASSAULT 
WEAPONS BAN

RELEASE $13.5 BILLION STRATEGY CALLING FOR FOCUS ON 
HARD CORE USERS, TREATMENT AND EDUCATION, AND STREET 
LEVEL ENFORCEMENT

INTRODUCE LEGISLATION - FOLLOWING ENACTMENT OF CRIME 

BILL

** EACH CONVICTION MUST BE FOR VIOLENT FELONY 
AGAINST A PERSON, PUNISHABLE BY 10 YEARS OR MORE



e

★

INTRODUCE GUN REGULATION PACKAGE - SPRING/SUMMER4.

LONG-TERM CRIME FIGHTING INITIATIVES - SUMMER/FALL5.

★

★

INTRODUCE PACKAGE OF ECONOMIC AND SOCIAL INITIATIVES 
FOCUSED ON INVESTING IN AMERICA’S FUTURE - ITS CHILDREN

PROVISIONS COULD INCLUDE PROGRAMS SUCH AS HEAD 
START, DEAD BEAT PARENTS PROGRAMS, EDUCATION AND JOB 
TRAINING

WORK FOR CONGRESSIONAL PASSAGE OF DRUG BILL - 
SUMMER



»

crime strategy

A.

THE CORE PROVISIONS INCLUDE:

1.

2.

3.

4.

IDENTIFY THE KEY PROVISIONS OF THE
DEMOCRATIC BILL AS NEGOTIATED BETWEEN BIDEN
AND THE ATTORNEY GENERAL PRIOR TO
INTRODUCTION OF THE BILL IN THE SENATE AND 
THE HOUSE OF REPRESENTATIVES.

ANNOUNCE A FOUR-STEP CRIME STRATEGY TO MAINTAIN CONTROL OF THE 
ISSUE THROUGH THE 1994 ELECTIONS:

COMMUNITY POLICING -
100,000 new police officers to prevent crime and apprehend 
criminals

YOUTH VIOLENCE INITIATIVES - support 
for anti-drug and gang efforts including 
programs to keep guns away from kids 
and kids off the streets

Acknowledge that the Congress will help shape the final bill but that 
these are "must-have" provisions.

CALL FOR RAPID ENACTMENT OF THE BIDEN/CUNTON 

NEGOTIATED CRIME BILL
(to reinforce that this is a Democratic initiative)

DRUG COURTS AND TREATMENT FOR
ARRESTEES, PROBATIONERS, AND
PRISONERS -
helping young, first-time offenders overcome addiction, get
jobs, and turn their lives around

PUNISHMENT THAT FITS THE CRIME -
PRISONS FOR VIOLENT OFFENDERS AND
BOOTCAMPS FOR NON-VIOLENT
OFFENDERS -
taking chronic, violent predators off the streets, while making 
more cost-effective incarceration available for non-violent 
offenders



»

5.

6.

B.

C.

GIVE ILLUSTRATIONS OF EACH -

II.

A.

2

RELEASE A NATIONAL DRUG STRATEGY AND, FOLLOWING 

ENACTMENT OF THE CRIME BILL, INTRODUCE A DRUG 

CONTROL, PREVENTION, AND TREATMENT ACT

ENDORSE THE ESTABLISHMENT OF A $22 BILLION 
TRUST FUND FROM THE SAVINGS GENERATED BY 
TRIMMING THE FEDERAL WORKFORCE TO FUND THE 
CRIME INITIATIVES IN THE DEMOCRATIC BILL

THESE PROVISIONS TOGETHER FORM A BALANCED 
APPROACH COMBINING BOTH ENFORCEMENT AND 
PREVENTION MEASURES TO EFFECTIVELY FIGHT 
CRIME

Oppose counterproductive amendments such as the expansion of 
federal jurisdiction to all gun murders

RATIONAL GUN REGULATION - including 
Senator Kohl’s ban on giving guns to 
juveniles, Senator Feinstein’s assault 
weapons ban, and tightening federal 
firearms regulation

Announce that Drug Director Brown will release the Administration’s 
drug strategy in February, and that the Senate Judiciary Committee 
will hold hearings on the strategy

VIOLENCE AGAINST WOMEN -
improving law enforcement, victim services, and prevention 
and education efforts

ACKNOWLEDGE THAT AMONG THE AMENDMENTS TO THE CORE 
BILL ARE THOSE DESERVING SUPPORT AND THOSE THAT ARE 
OPPOSED

Support positive amendments such as Senator Feinstein’s ban on 
assault weapons, Senator Kohl’s ban on giving guns to juveniles, 
Senator Domenici’s aid to federal law enforcement and judiciary



B.

C.

shift focus to hard-core users

expand treatment and education

INTRODUCE PACKAGE OF RATIONAL GUN CONTROL MEASURESill.

INTRODUCE THE "INVEST IN CHILDREN ACTIV.

THESE INITIATIVES COULD INCLUDE:

EXPANDING HEAD START

ENFORCING CHILD SUPPORT (Deadbeat Parents)

FIGHTING TEEN PREGNANCY

IMPROVING EDUCATION AND JOB TRAINING

3

Introduce a Drug Control, Prevention, and Treatment Act, following 
enactment of the crime bill - which contains the first set of 
measures aimed at controlling drug-related crime like the Drug 
Court Title

expand street level enforcement efforts and 
reduce unproductive interdiction efforts

This bill will implement the administration’s drug strategy, the key 
features of which are:

Announce that the Attorney General will draft a package of needed gun 
reform measures

Emphasize that reducing crime is dependent on controlling the drug 
problem -- approximately 40% of all crime in the United States is 

drug-related

Focus on longterm crime reduction by strengthening the family and 
community, improving education and job training, and spurring economic 
development



I

K

GOALS SERVED BY THE STRATEGY

MAINTAIN CONTROL OF CRIME AGENDA FOR ENTIRE YEAR

4

OVERALL STRATEGY MEETS THE MAJOR INITIATIVES OF ALL SECTORS 
OF PARTY

EMPHASIZE AND MAINTAIN DEMOCRATIC LEADERSHIP ON THE CRIME 
ISSUE

REINFORCES COMMITMENT TO KEY CLINTON PLEDGES ON 
CRIME
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CRIME LAW PRIORITIES

100,000 COPS1.

ASSAULT WEAPONS2.

DRUG COURTS3.

PREVENTION PROGRAMS THAT WE KNOW WORK:4.

COMMUNITY SCHOOLS/FACES ($800 MILLION)

G.R.E.A.T. PROGRAM ($45 MILLION)

j

PRISONS5.

RESIDENTIAL FACILITIES FOR VIOLENT 
JUVENILES ($36 MILLION)

DRUG TREATMENT IN STATE PRISONS ($270 
MILLION)

KEEP OUR 'PURPOSES" FOR BLOCK GRANTS 
WHICH INCLUDES BOYS & GIRLS CLUBS 
ATHELETIC LEAGUES, AND OTHER CHILD- 
FOCUSED EFFORTS
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A Thing Called Hope
As the Clinton campaign starts gearing up for 1996, the
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First Lady re-emerges as a powerful influence
By MICHAEL DUFFY

friend of Ickes’, will try to resurrect the 
Democratic National Committee, which is 
a nightmare to manage and is $5 million in 
debt.

The arrangement will give the White 
House better control of the political opera­
tion as it heads toward 1996. Some party 
leaders are worried that Dodd-Fowler 
team is too liberal, but that was deliberate. 
Dodd has ties to the party’s left, which 
Clinton needs to hold down, especially in a 
three-way race. Meanwhile, Ickes and 
Fowler are both aficionados of party rules, 
obsessed with delegate-filing deadlines 
and renowned for tying conventions up in 
arcane procedural fights. With both men 
on Clinton’s team, the thinking goes, it will 
be harder for someone like Senator Bob 
Kerrey to challenge the sitting President.

At the moment the White House isn’t 
worried so much about Kerrey as it is about 
House minority leader Richard Gephardt. 
Less than a month after Gephardt upstaged 
Clinton with a tax-cut proposal of his own, 
the Congressman won considerable atten­
tion last week for proposing a two-tiered 
flat tax starting at 11%. That move angered 
some at the White House, who may not real­
ize that Gephardt was working on tax re­
form when many of them were still in 
school.

While the Missouri Congressman is un­
likely to run, rumors of a challenge have the 
White House oddly spooked. Vice President 
Al Gore opposed the idea of having New 
Jersey Congressman Bob Torricelli head the 
Democratic Party because Gore feared, in 
part, that Torricelli might be a Gephardt 
mole. Still, Clinton is about to promote

AROLD ICKES DOESN’T LEAVE THINGS 
to chance. While he was running the 
Democratic Convention in New
York City in 1992, he insisted the 

cashier’s check for the confetti vendor be
held in escrow in case the climactic balloon 
drop following Bill Clinton’s acceptance 
speech flopped. Ickes’ tactic forced the bal­
loon man to climb into the 
rafters to cut the netting with a
large knife. The sight of an MgEjjfe 
armed man climbing through 
the lights at Madison Square <■
Garden drove Clinton's securi- mAhSEI 
ty detail to distraction. “The
Secret Service guys nearly shot 
the guy out of the rafters,” re- 
called a VTnte House aide, "all 
because of Harold.”

Ickes’ ruthless attention to 
detail is the main reason the
Clintons have tapped the dep- 
uty chief of staff to take control 
of the President's re-election 
campaign. The team Clinton 
chose last week to run the
Democratic Partv was special- HBfes 
ly designed by Ickes to prevent 
any challenges to Clinton from 
inside the party. And Clinton 
has begun quietly to hire peo- 
pie for his re-election cam- ijjSjEs 
paign. The President held his 
first meeting on the campaign
last week, and top aides are AROLE REDISCOVERED: Hillary Clinton, shown with the President in 
busy seeking outside advice on F1oritla last month, urged him to propose his middle-class tax cut 

how to remind middle-class Americans of
Clinton’s accompfishments. Ickes’ role in
the campaign signals something else: the
close involvement of the First Lady. Ickes,
more than anyone else, operates as her
agent.

The new resolve, paced by Clinton’s
steady move to the center, seems to be
working. In a Timr/cnn poll last week,
Clinton had a 49% job-approval rating, up
from 41% a month earlier. “It’s getting bet­
ter,” said senior adviser George Stephano­
poulos. It couldn’t have got much worse. In
the weeks after the mid-term elections, the
Clinton White House had been in mourn­
ing, with top officials from the President on
down trying out theories of “what hap­
pened” on one another. The soul-searching
has ended, and no one sped the change I

> an 
old Gephardt hand: Terry 

| McAuliffe, the d.n.c. finance 
| chairman, will take over as fi- 
? nance director of the Clinton 
g re-election campaign in March. 
| McAuliffe raised most of Gep- 
| hardfs money in 1988; his pro- 
r motion alone makes a Gep­

hardt run more difficult.
The White House constella­

tion is shifting in other ways as
well. Clinton has made no se­
cret of his displeasure with poll­
ster Stan Greenberg for mis­
judging the mood on health
care, nor of his unhappiness 
over media adviser Mandy 
Grunwald’s ads that too directly 
finked the g.o.p. Contract with 
America to Reaganomics. Con­
sultant James Carville has been 
absent too long to be suddenly 
“out of favor,” and strategist 
Paul Begala probably retains 
the strongest ties to the Presi­
dent from the old Gang of Four. 
Still, new stars may be rising in 
their place: Clinton has consult­

ed Gore’s favorite pollster, Mark Mellman^ 
consultants David Doak and Bob Shrumft/' 
and other longtime Democratic hands. AIM! 
this strengthens Ickes’ position inside thal 
White House. So does his direct line to Hl-W 
lary Rodham Clinton. Though she told nearJ 
ly a dozen food writers, gossip columnists 
and even Ann Landers this week that she 
had been “naive and dumb” about politics 
last year, she is as influential as ever behind 
the scenes. Hillary Clinton urged her hus­
band to back the tax-cut proposal in De­
cember, seek advice beyond the Gang of 
Four and turn Ickes loose on presidential 
politics. “Harold is Hillary,” said an Admin­
istration official. “And they’re finally putting 
her on the one project that she’s best suited 
for: his re-election.” -With reporting by

James Carney/Washington

more than Ickes. Last week, backed by 
Mrs. Clinton, he worked out the arrange­
ment by which Senator Christopher Dodd 
of Connecticut and Don Fowler, a long­
time party operative from South Carolina, 
will take over as co-chairmen of the party 
this week. Dodd will be the outside man, 
talking on television, taking on Newt Ging­
rich and defending the President on 
Whitewater, as necessary. Fowler, a close

1
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WASHINGTON

February 8, 1995

76196-0281

Dear Mike:

It is always

I’ve

Please give my best to Mary Ellen and the kids.

Sincerely,

<-

4

■

The Honorable Michael D. Schattman
District Judge
Tarrant County Justice Center
401 West Belknap
Fort Worth, Texas

£

Thanks so much for your letter, 
good to hear from you.

I appreciate your letting me know about your 
interest in serving on the Federal bench. I 
shared your letter with my counsel, Abner 
Mikva, and asked him to give your suggestion 
careful consideration.



January 28, 1994

20500-2000

Sinci y.

[ichael D. Schattman

The Honorable Bill Clinton
President of the United States
The White House
Washington, D.C.

J uov Sims

Court Coordinator 
(81 7) 884-271 5

MICHAEL D. SCHATTMAN 
District Judge

34 8thJudicialDistrict ofTexas 

Tarrant County Justice Center 

401 W. Belknap

Fort Worth. Texas 76196 - 0281 

(81 7) 884-271 5

Leslie Webb

Court Reporter 
(8 1 7) 884- 1 790

I would like to formally request that I be considered for 
appointment to be a federal judge. The recommendation of former 
Senator Bob Krueger for the current vacancy on the United States 
District Court for the Northern District of Texas has been pending 
for some time. Should that recommendation not move forward, I 
would like to be considered for that bench.

Dear Mr. President,

As you know, my qualifications include 16 years experience on 
the trial bench in Texas. I have now been elected to judicial 
office five times, the last three unopposed. Being a federal judge 
is both a responsibility and an honor. I am more than ready for 
the responsibility. It would be a pleasure if the honor came from 
a President I know, especially one who esteems the role judges play 
in our democracy.



PROFESSIONAL EMPLOYMENT:

1983-present.
1992.

Office: 348th District Court
Tarrant County Justice Center
401 West Belknap 
Fort Worth, Texas 76196
(817) 884-2715

Residence: 501 High Woods Trail
Fort Worth, Texas 76112
(817) 496-6088

Law clerk for U.S. District Judge Woodrow B. Seals, Houston, Texas 1971-73. 
Major cases included desegregation of Corpus Christi public schools and 
United Farm Workers organizational case in Rio Grande Valley.

MICHAEL D. SCHATTMAN
District Judge

District Judge, 348th Judicial District of Texas, 1983-present. Appointed 
1983; re-elected 1984; re-elected 1988; re-elected 1992. A general 
jurisdiction trial court specializing in the trial of civil lawsuits: 
deceptive trade practices; contract disputes; professional negligence by 
doctors, engineers and lawyers; personal injury; wrongful death; products 
liability; election contests; injunctions; condemnation; partition and title 
to real estate; insurance coverage and fraud. Notable cases include: the 
expansion of the Ft. Worth Zoo; county jail over-crowding; false imprisonment 
of a deaf customer at an automobile dealership; claims arising out of 
crashes in Brazil of Texas-manufactured helicopters; suit by Burlington 
Northern Railway against over 60 insurers concerning a coverage dispute 
involving anti-trust issues; suit between cities of Ft. Worth and Arlington 
over contractual obligations under state and federal law concerning sewage 
treatment services; sexual abuse of children in day-care facilities and 
recreational programs; and dispute over broadcast rights to Texas Ranger 
baseball.

Attorney in private practice in Fort Worth, 1973-79, involved in civil 
litigation and appellate work. Admitted to practice in Texas 1971. Also 
admitted before the U.S. District Courts for the Southern and the Northern 
Districts of Texas, and the U. S. Court of Appeals for the 5th Circuit in 
1973. In 1977 admitted to the bar of the U.S. Supreme Court. Successfully 
represented the government of Mexico in litigation in Texas courts over 
Mexico's expropriation of land from an American national under the Agrarian 
Reform laws when the former landowner sought to obtain a judgment to support 
seizure of valuable pre-Columbian artifacts owned by Mexico but then in the 
United States. Argued case before the Texas Supreme Court which brought an 
end to these proceedings in Mexico's favor.

Judge, County Court at Law No. 2, Tarrant County, 1979-1983. Elected 1978; 
re-elected 1982. A court of limited jurisdiction trying civil suits up to 
$30,000 and workers' compensation appeals. From 1979-81 had probate 
jurisdiction and presided over all civil commitments for mental illness, 
these involved both jury and non-jury trials.



PROFESSIONAL SERVICE:

Member, Texas Supreme Court Task Force on Judicial Appointments 1991-1993. 
This twenty member task force was appointed by a unanimous Supreme Court in 
September 1991 to investigate reports about abuses in the selection and pay 
of persons appointed to act in special capacities in judicial proceedings: 
trustees, masters, attorneys-ad-litem, mediators, condemnation commissioners, 
etc. The members served without compensation and at their own expense. The 
task force conducted a series of hearings throughout the state taking 
testimony from judges, lawyers, mediators, litigants, and laymen. This 
investigative process formed the basis for the task force's conclusions: that 
there had been isolated instances of abuse; that there was confusion on the 
part of lawyers and judges as to the appropriate role of various appointees; 
that this was aggravated by vague, confusing and sometimes contradictory 
statutes and rules of procedure; and that this could be addressed by specific 
amendments to these laws and rules and by the addition to the continuing 
education curriculum of lawyers and judges of courses on the necessity, 
timing, pay and selection criteria for court appointees. These 
recommendations were forwarded to the Supreme Court for implementation in 
February 1993.

Chairman, Board of District Judges, Tarrant County, 1991. The district 
judges act as a collegial body to perform specified statutory tasks including 
the appointment and supervision of the County Auditor and County Purchasing 
Agent. The district judges are responsible for approving the budgets of 
these offices of the county government as well as reviewing personnel 
decisions made by the agency chiefs. Matters concerning the administration 
of the local courts and coordination with the sheriff, county commissioners 
and clerk are the responsibility of the district judges.

Board of Directors, Texas Center for the Judiciary, Austin, Texas,1990-1993. 
The Center is a non-profit, tax-exempt corporation which organizes and 
presents continuing legal education programs for the state's judiciary. The 
board supervises the Center's staff and budget. It reviews the content and 
format of the courses which are offered to Texas' trial and appellate judges 
at conferences in March and September of each year.

Chair, Tarrant County Juvenile Board, 1992. The Juvenile Board exercises 
statutory responsibility over the services provided by the county for 
youthful offenders. This includes detention facilities and probation 
supervision for adjudicated juveniles as well as temporary shelter and 
emergency care to runaways and abandoned children. The juvenile department 
provides educational services to incarcerated juveniles as well as drug 
counselling. While chair, the department embarked on an aggressive program 
of identifying youthful offenders and providing community based mentors to 
them in an effort to interrupt gang and individual criminal activity and to 
divert children from the juvenile justice system.



CIVIC involvement:

F

Delegate, Democratic National Convention, 1992.

Fellow, Texas Bar Foundation, 1985-present.

Catholic Social Services, Diocese of Fort Worth, 1987-

Board of Directors, Circle-T Girl Scout Council, 1980-86.

School Board, Msgr. Nolan High School, Ft. Worth, 1979-85; president 1983-84.

Tarrant County Democrats, chairman, 1977-78.

Board of Directors, Tarrant County Medical Education and Research Foundation 
1980-84; president 1983-84.

Board of Directors, National Conference of Christians and Jews, Fort Worth, 
1988-present.

N.Y., N.Y.,

Board of Directors,
1992.

Chair, Local Civil Rules Committee, Tarrant County, 1987-1990. In order to 
carry out statutory mandates the Texas Supreme Court ordered that all local 
court rules be reviewed, rewritten where necessary and submitted to that 
court for its approval. Served as chair of a committee of lawyers and judges 
appointed for this task. Directed the committee to gather the existing 
written local rules, the unwritten practices which had developed since local 
rules were first adopted, the local rules of neighboring counties and of 
similarly sized counties, and the rules of federal trial courts in Texas. 
These were reviewed for logic and efficiency in light of changes in 
technology and the practice of law. Local rules, customs or practices which 
deviated from or frustrated the Texas Rules of Civil Procedure or the Texas 
Rules of Evidence were identified so they could be eliminated. Similarly, 
customs and practices which promoted efficiency were identified so that they 
could be codified into new written rules. The rules of other jurisdictions 
were examined and those judges interviewed for insights and innovations which 
could be adapted to local conditions. Various drafts were written and 
submitted to the judiciary and bar for comments and criticism. The drafts 
were rewritten and public hearings conducted. A final draft was written, 
circulated for comment and then adopted in October 1990.

Board of Directors, St. Francis Village Retirement Community, 1993-present.

Member, State Bar Committee on the Administration of Justice, 1985-88.
This committee (since renamed) serves as the State Bar's first level of 
review for proposed changes to the Texas Rules of Civil Procedure. During 
this period the committee focused primarily on the rules as they related to 
the methods of discovery, to reports of discovery abuse, and to corrective 
measures. Committee recommendations were sent to the Supreme Court Advisory 
Committee for consideration by that body prior to any action by the Court.
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education:

Texas;

1968, Georgetown University, Washington, D.C.B.A.,

personal:

Tarrant

I

1971 University of Texas School of Law, Austin,
', 1970-71.

Born (b)(6)

Married to Mary Ellen Schattman, Director of Government Relations, 
County Hospital District; three children.

J. D. with Honors, --------- d — ----  ---
Articles Editor, Texas International Law Journal,
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THE PRESIDENT HAS SEEN
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Office of the Mayor 
Joseph P. Sulzer 
Administration Bldg.
35 South Paint St. 
Chillicothe, Ohio 45601
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Dear Sam:

With best wishes,

Sincerely,

the president has seen being

9. <=\ ci S'

>

X

Thank you very much for your letter and the letters from 
Saint Mary's Home and the Commissioners of Chatham County.

As you know, in President Lincoln's response, he thanked 
General Sherman for the "Christmas-gift — the capture of 
Savannah." He therefore understood the gift here to be the 
capture of the city rather than the city itself.

Although the city is not subject to any unique Presidential 
authority as a result of General Sherman's message, I can assure 
you that if it were, it would be my honor to relinquish any such 
authority and "return" the city to its residents. The level of 
commitment of Savannah's citizens to their community should serve 
as an inspiration to all Americans.

THE WHITE HOUSE

WASHINGTON

1
I

Marcia,
The original ItrS 

[ held in 
Podesta's ofc.

I was, of course, delighted to receive these letters 
regarding Savannah, one of our nation's most beautiful cities. 
And, while General Sherman's message to President Lincoln 
presenting Savannah to the President as a Christmas gift in no 
way changed the legal status of the city, I certainly appreciate 
the heartfelt convictions with which these residents are pursuing 
this cause. I do commend them, especially the children of Saint 
Mary's Home, for their dedication to this great city.

The Honorable Sam Nunn
United States Senate
Washington, D.C. 20510
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December 21, 1994

20500

Dear Mr. President:

Sincerely,

Sam Nunn

Enclosures

The Honorable William Jefferson Clinton
The White House
Washington, D.C.

J JAMES EXON NEBRASKA 

CARL LEVIN MICHIGAN 

EDWARD M KENNEDY MASSACHUSETTS 

JEFF BINGAMAN NEW MEXICO 

JOHN GLENN OHIO 

RICHARD C SHELBY ALABAMA 

ROBERT C BYRD WEST VIRGINIA 

BOB GRAHAM FLORIDA 

CHARLES S ROBB VIRGINIA 

JOSEPH I LIEBERMAN CONNECTICUT 

RICHARD H BRYAN NEVADA

United States Senate
COMMITTEE ON ARMED SERVICES 

WASHINGTON, DC 20510-6050

Savannah is a proud city — its natural beauty, renowned 
historic district, and architectural masterpieces will make it an 
ideal host for the 1996 Olympic Yachting events. On the 130thideal host for the 1996 Olympic Yachting events. On the 130th 
anniversary of General Sherman's offering, I believe it would be 
appropriate for you to "return" the city of Savannah to its 

residents.

I am writing to reaffirm my interest in an issue that was 
brought to your attention last year by the Chairman of the 
Chatham County Commission in Savannah, Georgia (letter attached).

SAM NUNN. GEORGIA. CHAIRMAN

STROM THURMOND SOUTH CAROLINA 

JOHN W WARNER VIRGINIA 

WILLIAM S COHEN MAINE 

JOHN McCAlN ARIZONA 

TRENT LOTT MISSISSIPPI 

DAN COATS INDIANA 

BOB SMITH NEW HAMPSHIRE 

DIRK KEMPTHORNE IDAHO 

iAUCH FAIRCLOTH NORTH CAROLINA 

KAy BAILEY HUTCHISON TEXAS

ARNOLD L PUNARO S TAFF DIRECTOR

RICHARD L REYNARD STAFF DlR(( FOR FOR THE MINORITY

My interest in this matter was recently renewed by the 
enclosed letter which I convey to you from the children of Saint 
Mary's Home in Savannah. These children, like many members of 
the Savannah community, are requesting your assistance in 
restoring "ownership" of the city to its residents.

As you are aware, the City of Savannah was occupied on 
December 21, 1864, by Union General William Tecumseh Sherman and 
62,000 troops under his command. The following day, General 
Sherman wrote to President Lincoln: "I beg to present you as a 
Christmas gift the city of Savannah, with one hundred and fifty 
guns and plenty of ammunition, also about twenty-five thousand 
bales of cotton." One hundred and thirty years later, this 
remains something of an issue with many local citizens who are 
students of history. No reference can be found that President 
Lincoln or subsequent Presidents ever restored the city to local 

ownership.
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December 14, 1993

,C. 20025

CERTIFIED IL

Dear Mr. President:

W. T. Sherman, Major-General

a Sherman and his army marched north with the New Year leaving behind 
f J.S. soldiers who were finally removed from Savannah in 1876.

—...... Mupiuvuiy mu nesioem s property; nowever, there has been a
lack of guida ice from the Oval Office as to what overall direction to take in the

P.0212-09-1994 04:06PM 912 652 7874

Gener;
a garrison of

The Presider : 
The White H^use

Washington,

that Preside,
ownership.
commendablGjljob in improving the President's property; however, there has been

Chatham County Courthouao 
Pott Olfico Box 8101 

Suite 210 ■ 124 BuH Sheet 
Savannah. Gaorqla 31412H

JOSEPH E. MAHANY 
Chairman

iavannah, Georgia, December 22, 1864
o His Excellency President Lincoln, Washington, D.C.:

beg to present you as a Christmas - gift the city of 
►avannah, with one hundred and fifty guns and plenty of 
mmunition, also about twenty-five thousand bales of 
otton.

DEC-09-1994 16-06

As yod are aware, the City of Savannah was occupied on December 21st 1864 
by four Corps of the United States numbering 62,000 infantry, artillery, engineers and 
cavalry undei the command of William Tecumseh Sherman. General Sherman on 
December 22id 1864, wrote to President Lincoln the following holiday greeting:

The citizens of Savannah and Chatham County have since that time had the 
undisturbed use of the city; however, the question of ownership has emerged. While 
 the gift of the|pity to the President is quite well documented, we can find no reference 

Lincoln or subsequent Presidents have restored the city to local 
he community leadership feels that over the years it has done a

management f this Presidential Estate and specific instructions have been completely

FROM CHATHAM CO. MANAGER OFF. TO CHH1RMHM MHHHNT P.02

Commissioners of Chatham County



FROM CHATHAM CO. MANAGER OFF.DEC-09-1994 16=07 CHAIRMAN MAHANYTO P.03
;iXnt

i

Respectfull

JEM:gfg

cc:

TOTAL P.03
P.0312-09-1994 04:06PM 912 652 7874

Senator Sam Nunn (D)
Senator Paul Coverdell (R)
Representative Jack Kingston (R)
Congresswoman Cynthia McKinney (D)

The President 
December 14, 1993 
Page Two

Joseph E. Mahany, Chairman (D 
Chatham County Commission

to suggest that you return the gift of Savannah to the citizens who have 
so well for the last six score and nine years. You may keep the guns, 
, and cotton.

While thejresidents of Savannah and Chatham County realize that there are much 
more impdrtant affairs to occupy your time than the fate of a 129 year old Christmas 
gift, it is dfcturbing to have this matter unresolved. To end this ambiguous situation, 
I would lit ---------- -
cared for
ammunitii



THE WHITE HOL'SE 

W.\SHl'-GTO'-

Dear Felicia: 

Thank you very much for your letter. One of 
the joys of being President is the privilege of 
hearing from children all over our great nation. 
And your letter was indeed a pleasure to read. 

While General Sherman's message to President 
Lincoln presenting Savannah to the President as a 
Christmas gift in no way changed the legal status 
of the city, I certainly appreciate the heartfelt 
convictions with which you and the other residents

of savannah have _pursued this cause. As you may 
not know, in President Lincoln's response, he 
thanked General Sherman for the "Christmas-gift -­
the capture of Savannah." He therefore understood 
the gift to be the capture of the city rather than

the city itself. 

I can assure you that if Savannah were subject 
to any unique Presidential authority, it would be 
my honor to relinquish any such authority and 
"return" the city to its residents. 

Thank you, again, for writing. Best wishes to 
you and all the children of Saint Mary's Home. 

Miss Felicia L. Smith 
Saint Mary's Home 
2170 East Victory Drive 
P. o. Box 3627
Savannah, Georgia 31414 

Sincerely, 
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be zeiTihe i i 'j'j-t

L'L

i 1 f i L O n»;• res x a er; tuear
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we.

uod bless all and a Merry Christmas!

MEMBER

(b

live at Saint
I hope this letter

Catholic Charities
USA

Felicia Smith and all the 
children of Saint Mary's Home

^aint (JHarg's ^onu

2170 ^aat ^Bidnrg Britta 

®. Jiax 3627 

JBaiiannarj, (Storgia 31414

As the Christmas time approaches again, this is the 
appropriate time to set the record straight and return our lovely 

city to its rightful owners.

Although he was given oraers to burn everything in his path 
irom Atlanta to Savannan, he coula not bring himself to destroy a 
pxace as oeautiiul as bavannah. Instead, he wrote a letter to 
President Lincoln expressing his feelings toward the city. He 

presented this gem to the.Present undamaged.

Now many years later, we, tne citizens of Savannah, feeling 
like dispossessed people, are asking you to please allow us to 
nave our City bac« so we can again feel that we are in our own 
hometown. Savannah is not just another city in the South to us. 
it is our home where our ancestors were born and bred so please, 
^resident Clinton, allow us to have our city back. The North 
should not need this lovely piece of the South to enhance its own 

beauty any longer.

in the late Icjuu’s our beautnui city of Savannah was given 
by oen. William f. onerman to President Lincoln as a Christmas 

gilt.

Sincerely yours.

.•■x'eoice
ine wmte no use 
w a s n 1 n g t o n,

1 am writing to you on oehalf oi the entire City of Savannah 

well as the orate of Seergia.

ne i-io. My name is Felicia ^orraine Smith and 1 

Mary’s Home xor Children in savannah, ba.
finds you in the oest oi nealtn.

w iiii a m 11 n t o ri
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MISSION STATEMENT

Through this mileu

(b
Catholic Chanties

USA

JSaini .JlHaru’B ^onte

217U liast JJijinrtj SriBe 

®. Sox 3627 

^aBannaq, <Seorgut 31414

a Christian enviroruucui- <-<axc ------- -------—---
who cannot be cared for in their own homes, or m foste^family 

homes. L
agencies.

Saint Mary's Home is a Licensed Residential Child Care Facility 
operated by the Sisters of Mercy for the Catholic Diocese of 
Savannah The Board of Directors and the Sisters, with their lay 
counterparts, provide a nurturing and therapeutic environment for 

children with special needs.

As a full time residential facility, Saint Maryas offers through 
~ Christian environment care and treatment services for children

Children are accepted from both public and private 
 as well as from individuals seeking help for their own 

children and/or themselves, regardless of race, creed, sex, or 

environmental background.

Because of the unique nature of each family unit, the therapeutic 
healing process must be individually planned with each family 
member viewed as an important and integral link in building 

lasting family relationships.

To address the total needs of these children and- thus assist 
their families the Home offers the following services on a year 
round basis: creative group living; spiritual guidance; medical, 
dental, psychiatric, psychological services; casework; 
educational and recreational programs. Saint Mary’s also has an 
After Care program which involves the family as well as the 
child. Non-residential (Latchkey Program) children are accepted 
to help families before small problems become unmanageable.

Underlying the Christian philosophy of Saint Mary's Home is the 
assumption that each child is born worthy of love, respect, and a 
feeling of security. When deprived of these they build a wall 
about themselves that impedes their growth and development. It 
is the task of the staff to loosen the bonds that bind the 
children to their defenses, fears, anxieties, and mistrust. 
Through encouragement, understanding, and guidance the staff will 
help the youngsters to make the best use of their potentials and 
to develop their capabilities to the maximum. ~
one can learn to see self as a person of worth and dignity.

From their experience at Saint Mary's children as well as their 
families will be helped to find their place in the plan of 
creation and to realize that no one else can make a specific ana 
special contribution to life. As C. S. Lewis states, "God makes 
each soul unique. If He had no use for all these differences, I 
do not see why He should have created more souls than one.

MEMBER
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parent, or^uardian is notified and a pre- 
placementvisit is scheduled for the child.

For more information please contact:

Administrator
St. Mary’s Home
2170 East Victory Dr. 
Savannah, Georgia 31404

(912) 236 7164

country hoi 
Bluff. This 
Home..

CURRENT PROGRAM
St. Mary’s, a Child Care Home under the 

auspices of the Catholic Diocese of Savannah, 
is a full time residential group care facility, of­
fering care and treatment services to children 
who cannot be cared for in their own homes or 
in foster family homes. Children are accepted 
from both public and private agencies - as well 
as from individuals seeking help for their own 
children and/or themselves, regardless of 
creed, color or background.

To meet the total needs of these children 
and their families the Home offers the follow­
ing services: creative group living; spiritual 
guidance; medical, dental, psychiatric, 
psychological services; casework; educational 
and recreational programs. During the sum­
mer months this therapeutic milieu is extend­
ed to include arts and crafts as well as physical 
education. St. Mary’s Home also has an after 
care program which involves the family as well 
as the child.

As a diocesan child-care center covering 90 
counties of South Georgia, St. Mary’s has a 
capacity for approximately 35 school-age boys 
and girls who attend both public and private 
schools.

The staff, who work most directly with the 
boys and girls, has the training and experience 
adequate to prepare them for understanding 
groups of children and in bringing the 
strengths of the group to bear upon the in­
dividual needs of each child. At present, all of 
the staff has had a formal, as well as informal, 
education and training in child care, 
psychology, and special education.

The children are very much a part of parish, 
school and local community activities. The 
older children are encouraged to seek part- 
time employment, thus acquiring not only a 
sense of independence, but a sense of values. 
As a means of trying to create and maintain a 
family semblance opportunity is provided for 
the children to visit in their own homes and the 
homes of their friends, and to have their 
friends visit them at St. Mary’s.

1877 Female Orphan Benevolent Society was 
established by the Catholic laity to 
relieve the Sisters of the financial strain 
connected with the maintenance of the 
girls.

1883 As the
also di<

(7) If the child is accepted a written contract 
between agency and/or parent and St. 
Mary’s is signed. This will insure a Plan of 
Care for the child/children being placed.

ADMISSION PROCEDURES
Referrals are accepted from private and 

public agencies for school-age children 
regardless of race, color, or creed who are not 
physically handicapped or severely disturbed.

After an agency or an individual has made a 
referral and received the necessary application 
the following procedure is followed:

(1) An agency should send St. Mary’s any 
background information compiled on the 
child and his family or if private place­
ment the Social Service Administration is 
responsible for the intake. A medical ex­
amination, signed by a competent physi­
cian, should also accompany this 
material ... as well as up-dated im­
munization records.

HISTORY
1875 Three Sisters of Mercy and 25 parentless 

young girls took up residence in the 
country home of Mrs. J. Lama on White 

became the first St. Mary's

(2) The referring agent should have the 
child's academic records sent to the 
Home in order to insure proper place­
ment in school.

(3) A psychological evaluation is required.

(4) The referring agency or parent must sub 
mit a copy of the court order showing the 
determination of custody.

(5) The Admissions' Committee reviews the 
information, and if necessary, this Com­
mittee seeks the professional assistance 
of a psychiatrist or a psychologist before 
making a final decision.

(6) After a decision is made, the agency,

; population of the Home grew so 
id the need for a larger residence. 

Through the generosity of Captain 
Henry Blun, an officer of the Society and
subsequently its president, lots in the 
1600 block of Habersham Street were 
donated to fulfill this need.

1887 Female Orphan Benevolent Society was 
chartered and placed on file — Jan. 20.

1898- Additions were made to accommodate 
1906 the increasing number of referrals.
1936 A real need arose for a new and larger 

home. This was made possible through 
the generosity of Catholics, Protestants, 
and Jews.

1938 Sisters and children moved into their 
new Home at 2170 East Victory Drive.

. 1950s St. Mary’s ceased to be an orphanage 
and became a home away from home.

1967 Boys were accepted.
1968 Houseparents no longer taught school 

but devoted themselves fulltime to the 
ministry of Child Care and Social Ser­
vice.

1969 New Board of Directors was established, 
St. Mary's relicensed by the State, and 
admission policies refined.

1972 Student Government Committee was 
organized.

1973 Visiting Family Program was developed 
and implemented.

1977 On-campus summer program becomes a 
reality.

1980s P°l*cies continue to be revised, programs 
& updated, and building renovated to meet 

1990s th6 needs of the children and families 
served by St. Mary's.



February 3, 1995
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Dear Richard:

As my

•<

tu cA t\kN Laa^V

THE WHITE HOUJ

WASHINGTON

Iamaa MJHjQ

Thanks so much for your letter and your candid 

advice.

Mr. Richard S. Park
Chairman of the Board 
U.S. Woopon Company, Inc.
851 South Western Avenue 
Los Angeles, California

(Xk. CLAA

dJu&JUJZ^r- OjUjQ I

f/W*' (tfAXnAJuO

IXm—

Sincerely,

rpr\AA CXuaWa

A^ ...y Administration continues working to move 
our nation forward, I am grateful for your commit­
ment to helping us. We have a lot of work to do 
in the months to come, and I'm confident that we 
are moving in the right direction.

Your support, your encouragement, and your 
friendship mean a lot to me, and I hope you 
will keep in touch.  y
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December 29, 1994

Personal

20500

As the magic of the holiday season pervades the country. my

As your

from my community to help reflect on the past.

Executive Vice President 
Peter (Man) Lee 

(President. Leemarq Pacific 
Insurance Services. Inc )

Executive Vice President 
Ion H. Park 

(Chairman & C. E. () . 
CDS hifomation Services, /nc.)

Executive Vice President 
Dr Young Song Lee 

(President. California 
Family Dental Center)

It is perceived that 
sei f-consumed and 

your Presidency has never

Chairman of Board
Richard S Park 

t< hairman / ' Vlimpon Co . Inc I

President & C.F.O. 
George Chey 

(Honorary Chairman Hanmi Bank)

Sr Executive Vice President 
lionaid Park. Ph 1) 

(Chairman. InterPacific
Communications. Inc)

season.

The end of the year is always a good time for reflection, with
the new year being a time for enthusiasm and excitement, 
longtime friend and supporter, I took this time to seek feedback

< 4 *

thoughts have turned to the one person who has made the progress of 
yiSr«'ha£e:$£l

611 SOUTH KINGSLEY DRIVE 405. LOS ANGELES, CALIFORNIA 90005 U.S.A. 

Telephone: (213) 386-5449 FACSIMILE (213) 380-2278

Honorable William J. Clinton
President of the United States of America

The White House
1600 Pennsylvania Avenue
Washington, D.C.,

Dear Mr. President:

The main concern of my community has been the effectiyeness^of 

the staff within the White House and the DNC.
your subordinates appear to be inexperlencad
disloyal. For example, sadly but true, your 1 --—
had aTibneymoon period. You were attacked and forced to be on t e 
defensive from the moment you entered the Oval Office. An 
experienced staff, would have worked the media and congress to 
allow you some initial breathing room to get things organized.

1^



looking straight into the eyes of every member of your staff? Look

deep into

reasoned recommendations.

public interest or of no public interest.^

A prolonged
interest at the grass

education and job training.

package and deliver to the public, your genuineness

As your
The next two years

assist you.

V
RP: Ct

decisions can be major to your re-election because 
interest at the grass roots level in these decisions, j 
delay hurts the community support that you could receive.

abilitv to talk in a forum setting, 
and honest concern is conveyed 

A loyal staff should be able 
and honest

An example, is the 
Your perceived minor

Richard S. Park

In sum. _ _ _______ _
to be a delay in decisionTmakigg•
'prevails because lower aids are 1------  
;™™Ad recommendations. You should be immediately and thoroughly

Another example, results from many people who have, visited
The rnmiilative perrept-i on is of
The White House  and the PNC a^e 

~ • _’x young' and overly ambitious staffers, who are more
concerned with laying foundations for their futures, rather than 

■ ■ ■ ’ ----There needs to
Loyalty comes from the 
Maybe you should try

Honorable William J. Clinton
President of the United States of America

Page 2

r staff has not adequately 
- --  The reason for this is that

staff is failing to reach out to the public at the grass roots

Sincerely,

Mr President, you were elected because the public believed in
You need to boaster that belief. You have achieved much in. 

■ ‘ , making great

I urge you to re-evaluate the loyalty of those around you. 

Your gtrnngAsi; asset is your U--
This is because your genuineness
through your speech and mannerisms.

concern combined with quick and decisive decisions.

The next two years will be vital towards your future.
longtime friend and supporter, I will do everything in my power to

you. You neea co ooaacex unai-
the first half of your term by combating crime,
inroads towards economic recovery, and iri^ea1s_15Lg
education and job training. But your ct_f_ ~ ''T” “ Y
conveyed this message to the public.   —-—

your !---- —
level.

either the White House or the.PNC.
utter chaos and disorganization.
filled with

unitingTo work as" a team to promote the President, 
be a serious re-evaluation of your staff.
heart and is extremely hard to perceive.

their souls to determine their loyalty.

rhe cumulative effect of the abpve_percepiiions_appears 
” 7 in other words, indecisiveness

unable to give you quick and well

briefed on every decision awaiting you^^whether Perc®ived~to.be^of

vast p----
long delay in lower judicial appointments.

roots level in these decisions.
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President ClintonMEMORANDUM FOR:
-c ~1FROM:

SUBJECT:

political1.

2 .

3 .

4 .

1.

before minority audiences where the President speaks but has 
i •x-x-t- cnrrarro ryr hpar from the audience. A

2 .

Henry G. Cisneros

Ideas for Engaging the Minority Communities in Support of 

President Clinton

ttAJL. .

I nt rncdiu -iMi nno
o- ~

Administration and CabinetUse Minority Appointees in the
Department Capabilities Better

Activate the network of political appointees in the 
Administration and specifically designate appointees as 
assigned liaisons to African-American and Latino groups. 
Assign appointees to cities, associations and interest groups.

Keep the pressure on for minority appointments. The scarcity 
of high level minority faces in the White House sends a 

message in and of itself.

Set up a White House-directed speakers stable so that Cabinet 
and sub-Cabinet officials, especially minority officials, are 
scheduled at every minority convention and organization over 

the next two years.

The federal departments must be pushed to do a better job of 
employing minority contractors. There is a sense that the 
Republicans work very hard with their allies in the minority 
business groups when they are in power. It is generally 
perceived that they do a better job than we do. Our 
departments have been notably weak in minority outreach.

Help the President to Keep in Contact with Minority Influentials

Invite groups of minority leaders as well as mayors and union 
officials in to see the President on a pre-decisional basis. 
This is distinct from simply scheduling Presidential speeches 
before minority audiences where the President speaks but has 
little opportunity to engage or hear from the audience. A 
visit to the White House matters a great deal.

Bring in regular groups of African-American ministers and 
other minority religious leaders. Consult them instead of 
simply waiting to appear in their churches at election time.
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weekly newspapers that are not getting advertisements placed

by government agencies.

Shane the President's accomplishments and create campaigns.to
______________ o t-Pi<=> Maxi oo

2 .

3 .

where they fit into universal

tangentially or symbolically hurt,

will be important, for example, to explain devolution and
The objective of such

to keep a primary challenge from developing on the
a)

President's left.

b) to keep our base voters 
that they perceive a reason

as in welfare reform.

sufficiently enthused so 
to vote and turn out.

the
Ebony, Jet
Hispanic
beauty shops,
addition, there are

The trick is either to decide issues in a way that our base 
voters can support or to package and articulate painful issues 
Io our base Voters can see where they fit into universal 

American initiatives, even if our base voters feel they are

1 ' i issues so that
: -Never alienate our

; Never go directly in the face of our core voters;

enthusiasm beyond recovery.

publicize them among minority groups. For example, the Mexico 
finance package should be immediately explained and lauded 
before the monthly meetings or upcoming dinners of Hispanic 
Chambers of Commerce by Administration officials m virtually 
every major city in the country. Another example would be to 
take the education emphasis in the President's new budget to 
be presented next week and discuss it in African-American 
churches on a systematic basis in major cities for the next 

six weeks.

Carefully assess the President's position on
the cardinal rule is always considered: "Nev

Never seek to please someone else at their direct expense . 
The history of American politics is full of examP.le_S1_

Page 2

Getting Our Message to Minority Communities

Direct the White House and the departments' public relations 
offices to focus on minority media outlets. Our radio and 
television strategy must include messages tailored for 
African-American and Spanish speaking audiences. Beyond 
television and radio, this would include communicating with 

ownership of such influential minority publications as 
c, Hispanic Business, Black Enterprise, Essence and 
whose articles and editorials are widely read in 

doctors' offices and other public places. In 
hundreds of African-American and Hispanic

It 
welfare reform to our base voters, 
explanations must be the following:
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c)

The line-up of contentious issues which our base voters can

4 .

5 .

Forge a position on affirmative action and articulate it early 
instead of being eviscerated by leaks, dodges and weaves, and, 
in the end, making everyone angry.

Get our supporters to create and fund an organization - 
outside and unrelated to the government - to explain our 
positions to minority communities. It could operate something 
like Norman Lear's People for the American Way, but would be 
more explicitly directed to minority Americans and by 
definition supportive of the President. It would not only 
hold press conferences, publish reports, and orchestrate 
speakers to tout the President's accomplishments for 
minorities, but also interpret and advocate for current 
Presidential initiatives from a minority perspective.

view as damaging to them is formidable. They include welfare 
reform, the downsizing of key departments, unfunded mandates 
(which echoes of states rights), and the balanced budget. 
Positions that minority leaders view as harmful will be viewed 
as reasons to desert the President, especially after the 
soreness that lingers after Lani Guinier.

to reduce the potential for social unrest if people 
feel they have been abandoned, unleashing forces 
that can easily get out of control, e.g., Los 
Angeles in 1992.
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FROM:

CC:

New Covenant SchedulingSUBJECT:

1

/

Don Baer
Bruce Reed 
Jereay Ben-Aai

Mark Gearan 
Billy Webster

tA-TUa

3. Strong character. The New Covenant is an assertion of 
principle: Govemnent has a role — to expand opportunity; 
citizens have a role — to accept responsibility. The President's 
principles are in contrast to positions on the Right ("every-nan- 
for-himself») and the Left ("something-for-nothing"). The 
contrasts enable the President to stand up for what he believes 
in, fight against what he opposes and challenge citizens to 
fulfill their end of the bargain.

FOCUS OF THE NEW COVENANT
Some people are concerned that the New Covenant is too inclusive 
to guide scheduling decisions. In fact, as an overall theme, it 
can be used both to narrow the focus of the President's schedule 
and to sharpen the public's view of him. The New Covenant 
underscores three important strengths: i

1. Consistent purpose. The American people want to know what the 
President believes in. Nearly everything he has done and proposes 
to do has been developed as part of the basic bargain of the New 
Covenant: Expand opportunity, but only for those whd accept 
responsibility to make the most of their lives, their communities 
and their futures. The ideas the President advocates — Middle 
Class Bill of Rights, education and training, welfare reform, 
crime, government and political reform, teen pregnancy, and 
others — are based on the idea that America's strength depends 
on expanding opportunity and demanding responsibility in return.

2. Optimistic vision. At a time when Americans are giving up on 
their government, are troubled by moral decline and are losing 
faith in the future, the President's job is to show how the terms 
of the old social contract — opportunity and responsibility — 
still apply. The New Covenant shows Americans that government can 
reflect their values and that they are not helpless; indeed, they 
have an active role in solving the country's problems.

MEMORANDUM FOR ERSKINE BOWLES M z 
S5FE3 7

■^>7/ S ,

This memorandum provides a strategic framework for the 
President's schedule consistent with his vision in the State of 
the Union Address.

■w



We suggest • few simple guidelines:

Show Presidential strength:

-v

2

Week of Feb. 12th:

MODEL SCHEDULES
Here is what one week might look like under this approach:

Visit Lincoln Memorial on Lincoln's Birthday with young 
people who have given something back to their country; 
return to White House to kick-off series of roundtables 
on civic responsibility.
Major speech, American Council on Education: assert 
national role in education; promote Middle Class Bill 
of Rights; draw lines with the Republicans over gutting

Draw the right lines against Republicans (and some 
Democrats), to contrast the President's agenda 
with theirs.

Challenge individuals, communities and 
institutions to take responsibility for their 
problems, emphasizing that the New Covenant is not 
about government action alone, but requires 
citizens to take responsibility (Memphis).

Deliver consistent message to two separate 
and seemingly divergent audiences (blacks 
and whites on welfare reform)

Put the President in touch with real people. Ideas at work 
in the lives of real people are more powerful than pandering 
to separate constituencies.

Let the President highlight what works in America, 
especially when it results from his efforts. Presidential 
success is more than legislative success.

SCHEDULING GUIDELINES
Every event should provide the President the chance to promote 
his vision of more opportunity in return for more responsibility.

Break free of the idea that a successful event must involve 
a traditional Presidential speech. Events can include: 1) 
occasional important speeches with a special purpose; 2) 
roundtable discussions with citizens; 3) visits to success 
stories — citizens, communities and businesses taking 
responsibility.

Take action, without Congress

Deliver consistent message to a hostile audience ' 
(Hollywood on violence)



This approach can be applied to other major policy areas:

X

Crime

Civic responsibility 
• Roundtable

3

Welfare Reform

Visit precinct house in community that has received 
police under crime bill
Roundtable with citizens in successful Neighborhood 
Watch setting to challenge more to do same 
Meet prosecutors about domestic abuse

Middle Class Bill of Rights/Mev Boonomy
"Challenge" speech to Wall Street (or sone other 
business venue): We cut deficit and lowered trade 
barriers, but business has responsibility to invest in 

sworkers.
Comparable challenge speech to labor: We help workers 
in new economy, but they have responsibility to work 
with management not to retreat.
Visit to factory/community college that is model of 
retraining and cooperation

Parents

Roundtable series with young Americans (see Lincoln 
Memorial above)
Challenge speech on entertainment^ industry, Stanford
University, March 2

Challenge speech to National PTA, March 14: Governments 
don't raise children; parents doi
Roundtable with parents at,charter school where they 
have become more active Tn education

Challenge speech to black group: Be tough about values 
of work, responsibility and family, but do not punish 
children for parents' mistakes.
Challenge speech to white group on the same day (or 
vice versa): The message is exactly the same. 
Visit to model welfare-to-work project
Roundtable with dead-beat dads: challenge them to pay 
up and to get involved in their children's lives

education agenda; challenge higher education to hold 
costs to the rate of inflation.
Visit business helping workers retrain for new economy; 
or roundtable with high school students to challenge 
them to go on for more education (following ACE 
speech).

Month-long series of radio addresses announcing 
initiatives on civic responsibility

• Return to Georgetown University for new New Covenant 
speech: What the President has learned around America.
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FROM CDF STH FL.662-3580 iu’AN-30-1995 14:57

1

l

January 30, 1995

Dear Mr. President:

♦ ’1

ChiWicnS Derense Fund

The Honorable William J. Clinton

President
The White House
1600 Pennsylvania Avenue
Washington, D.C. 20500

25 E Strcc:, NW 
Washington, DC 2(XX)1
Telephone 202 628 H787 
Fax 202 662 3510

As a former governor, you know the enormous risks for state and local taxpayers as well as tor children 
in savering the link between funding levels and documented need. When recession or natural disaster hits and 
caseloads rise, states will exhaust their federal funds and have no choice but to set up waiting lists, cut benefits 
and services across the board, or make up the shortfall with state and local dollars. The automatic stabilizing 
effects of child survival programs channeling additional funds into states and regions during economic

THE PRESIDENT HAS SE£N

O- -

It would be the height of tragic irony for the New Deal’*; most important legacy of national concern 

for the needy to be dismantled during your watch.

For decades, the federal government has assured the availability of funds for key child survival 
programs because the consequences of not doing so — widespread childhood destitution, hunger, homelessness, 
illness, abuse, and neglect ~ are unthinkable. Yet some governors seem to be on the verge of forgetting why 
child survival programs are funded on an entitlement basis and are willing to forego the federal funding 
guarantees in exchange for greater control over the design and implementation of these programs.

Thank you for singling out Head Start, immunizations, child health, WIC, school lunches, and gun 
control, and for your call to raise the minimum wage in your State of the Union Address. And thanks for the 
passion with which you spoke against putting poor children out in the streets.

This letter is tn urge yon tn fight unwaveringly to maintain the entitlement status of key child 
survival programs including AFDC, food stamps, foster care and adoption assistance, child nutrition, 

Medicaid, SSI, aud child support enfoivemeut. And that message must be transmitted clearly and 
immediately to Democratic governors and to the Congress who are getting muddied or no signals from 
your Adinini<rtration- while we face a multi-front war against the Medusa-like Contract with America which 
would recklessly slash protections for children and the poor, the single most important and defining issue 
is the entitlement battle. If we lose this battle, we lose the hard-made federal safety net for children, poor, 
disabled, and elderly in limes of unpredictable iiatmal and economic disasters, and we lose the moral anchor 
a decent national government must provide all of its children and citizens regardless of where they live.

a40bb<i44 P. 0^
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children and families. Many narrow categorical programs can be consolidated at the federal level, 
Jiving states more ability to design initiatives responsive to their unique needs. A genuine welfare reform plan

II

We are working very hard to support your leadership.

Sincerely yours,

MWE/cmb

TOTAL P.03

•eflecting our shared values of opportunity, self-sufficiency, personal responsibility, fairness, and compassion 
oward those in need can be enacted. Wasteful spending can be eliminated and the federal deficit sharply 
vduved. But wc must not dismantle in 100 days 01 a single year the structure of child and family investments 
)uilt painstakingly and incrementally over the course of decades.

Lr yv. c^*.______

Marian Wright Edelman

2

downturns will be lost. And notwithstanding any pledges by the congressional leadership this year, funding 
for these programs in future years could be slashed repeatedly in response to tight discretionary spending caps.

How can we contemplate circumstances under which a penniless mother and child might be turned away 
from a county or city welfare office simply because AFDC funds for dial month or year already had been 
spent? What purpose will be served by denying hungry children school lunches or food stamps that ensure food 
on the table at dinnertime? And who can imagine the suffering if children facing imminent danger of abuse 
or neglect are placed on waiting lists rather than removed immediately from their homes?

Much can be done to respond to governors’ concerns and improve die effectiveness of federal programs 

Your clear voice, and strong moral leadership is urgently needed tn remind all Americans that the 
protection of children and the poor - particularly those who work and who are the previous beneficiaries of 
inaiiy of die programs and policies of your Administration — is one of our most deeply held and broadly shared 
national values, one that must not be sacrificed in upcoming budget debates. Children and families who meet 
the basic eligibility rules of child survival programs must be able to rely upon America’s promise not to turn 
its back on them. This is the crucial area in which you can define for the American people the differences 
between your Administration and the new Republican leadership in Congress.

Voters did call for change in November and voted for less and more effective government. But they 
did not vote for more callous government or to balance the budget unfairly on the backs of children. They did 
not vote to starve hungry children or turn their backs on struggling families in crisis. Please stand firm in 
protecting all of our children and ensuring that every child has a chance to get a healthy start, a head start, a 

fail start, and a safe start in life.

JAN-30-1995 14=58 FROM CDF 8TH FL.662-3580
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February 6, 1995

Thank you for your consideration.

Sincerely,
/ y

811 Vermont Avenue, N.W. Washington, D.C. 20571

Wil:

Export-Import Bank
of the United States

The President
The White House
Washington, DC . 20500

I request respectfully that you consider me for appointment as 
President of the World Bank. I do so in the belief that my 
lifetime experience has prepared me for the challenge of reforming 
the World Bank.

I firmly believe that the revitalization of Ex-Im Bank has 
benefited your Administration and the U.S. economy. I have been 
honored to have the opportunity to serve you, and would like to 
continue in this service in meeting this new challenge.

Also, my solid 
approval and

the president has seen
9-^ Cl ‘h 5^

Dear Mr. President:

The World Bank has the potential to be a strong, positive 
force for increasing the well-being of developing nations and their 
citizens--but its potential will not be reached without deep, 
fundamental change. To that end, perhaps my greatest asset is the 
energy, commitment, and personal forcefulness to bring vigor to the 
World Bank.

Kenneth D. Brody
President and Chairman

The combination of private and public sector management 
experience, knowledge of the developing world, and financial 
expertise would give me a clean and good shot at the very difficult 
task of revitalizing this historic institution.'
bipartisan relations will help speed the
implementation of the needed reforms.

k 1
■n
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MEMORANDUM ?^S
TO:

FROM:

FEBRUARY 2,1995DATE:

FOCUS & DISCIPLINE, FEWER & BETTER - LESS IS MORERE:

New Covenant... More opportunity -- more responsibility ... and aX

Isqlm

the American People. How can we give every hardworking family a shot

at the American Dream.

FRANK GREER
AND THE COMMUNICATIONS GROUP

PRESIDENT BILL CLINTON
FIRST LADY HILLARY CLINTON 
VICE PRESIDENT AL GORE
LEON PANETTA, Chief of Staff 
ERSKINE BOWLES, Deputy Chief of Staff 
MARK GEARAN, Assistant to the President

government that is smaller, but smarter - more efficient and more 

effective ... Leaner not meaner." His guiding principle: What is Best for

Focus and Discipline

There is strong agreement in the group that it is critical... actually 

imperative, that we have real message focus and discipline. When you have 

agreed upon the fundamental message and Unique Positioning Statement, it must 

guide every event, every message, every communications effort.

"Bill Clinton is working to restore the American Dream... Fighting to lift 

up the Middle Class, build our economy, create good jobs, build a better 

life and make our families and communities safe and secure. He offers A

GREER, MARGOLIS,

MITCHELL. Bl RNS

1010 Wisconsin Avenue. NW • Suite 800 - Washington, DC 20007 ’ (202) 338-8700 • FAX (202) 338-2334 

11111 Santa Monica Blvd • Suite 1750 • Los Angeles, CA 90025 • (310)444-0445 • FAX (310)444-0447

(MoliAv --------
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work of your life.

Fewer & Better - Less is More

Quality is more important than quantity in communicating our message.

The fewer events and public appearances, the more important they will become -

Every public endeavor must reinforce and amplify this message. If it 

doesn’t -- We won't do it. And no matter the imperative of the moment, such as 

Loan Guarantees to Mexico, it's got to be described in terms of our basic core 

message. "The loans are necessary if we are going to create good jobs and restore 

the American Dream." And in this particular situation, we've had an opportunity 

to demonstrate "courageous leadership. Doing what is right and best for the 

American people" no matter the consequences. Let us seize every opportunity to 

demonstrate principled leadership based on your core values and experience from 

"growing up as a middle class kid and believing in the American Dream" to your 

"12 years as a Governor working to improve people's lives with jobs and 

education, empowering them to achieve the American Dream." This has been the

with the press and the American public.

If anything, we have allowed the President to be over exposed, to become 

too accessible. No more answering questions on ropelines or at photo ops. We 

will carefully choose our shots and our comments to reinforce our core message. 

No more three or four comments a day -- three or four stories or newsclips a day. 

We must have a clear focus, discipline and a clear sense of what is really 

important The less we do, the more important it becomes when we do an event. 

It may be advisable to do only three events a week or only one event a day.

Every scheduling decision must be driven by a clear sense of message and 

the best way to present it.

And the events must be very carefully thought through and developed so 

that we can build an image of discipline, maturity, strength and leadership.



*

Be Presidential

A

We have in many ways diminished the Presidency. A part of what we 

must do is rebuild respect for the office and as a result build respect for you. We 

must become the Commander-in-Chief -- not Campaigner-in-Chief, Legislator-in- 

Chief or Political Consultant-in-Chief. You should look more Presidential, more

mature, more serious (including no crazy ties), even, from time to time, lonely 

with the weight of your awesome responsibility. As I said before, use the 

symbols of the Presidency. Use Air Force One -- use "Hail to the Chief -- 

always be announced as the President. America knows you are a caring, 

compassionate, down-to-earth kind of guy, but they want a President they can 

look up to who can get the job done... not a smart policy wonk that lives next 

door. We need by our discipline, our focus on a clear message and by the image 

we project to communicate that Bill Clinton is a strong leader that the public can 

trust with our future and the future of our world.
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February 7, 1995
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Dear Jane:

Sincerely,

Ms. Jane Bryant Quinn
Newsweek
251 West 57th Street
New York, New York

I just saw your eloquent Newsweek piece about the 
direct -lending program for student loans. I'm 
glad that you're helping to get out the message 
about the overwhelming benefits of this program to 
the American people.

b
cc-
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Congress threatens to limit the president’s new student-loan plan

BY JANE BRYANT QUINN

A

loans faster and can give

il

Reporter: Temma Ehrenfeld

CAPITAL GAINS

CLINTON INITIATIVE VULNERABLE TO A REPUBLICAN 
bombing run is “direct lending”—his new approach to 
student loans. The president praised the fledgling 
program in the State of the Union Message. It’s cheaper 
for taxpayers, he said, and saves weeks of bureaucratic

time. But key Republicans hated the law when it passed in 1993, 
and hate it still. A bill just introduced by Rep. William Goodling 
of Pennsylvania caps at 40 percent the volume of student loans 
permitted under direct lending. That’s OK, if Goodling wants 
only to wait and see how well the program works. It’s not OK if 
his prime intent is to shoot it down.

At present, most loans are made by banks or other private 
lenders, administered by state or private guarantors and insured 
by the federal government. The Feds pay the banks and the 
guarantors for their services. If you default, the taxpayers 
typically cover 98 percent of the loss. So lenders earn their 
comfortable profits at small risk. Estimated cost to 
the government this fiscal year: $6.3 billion.

Make money: The president’s new direct-lending 
program cuts out the middlemen. You get your loan 
directly from your school, which draws the money 
from a government-funded account. Repayments go 
to the Treasury. Private contractors administer the 
loans and handle collections. The government 
expects to make money on the program the same way 
the banks do—by borrowing at a low interest rate and 
lending to students at a higher one. The Feds also 
think they’ll pay less in administrative costs.

Fierce resistance to direct lending, by the lenders 
and guarantors that now handle the business, almost 
snuffed the program at birth. With opponents in the 
ascendancy, the lobbyists are again in full cry.
Controversy surrounds the question of how much 
money, if any, direct lending saves. Doubters say 
that the government wouldn’t know how to run a 
stocking, although schools already using the system 
say it works fine. There are successful federal programs, such as 
social security. The question is whether direct lending can be one 
of them and whether the administration will be given a chance to 
find out. What students need to know:
■ Should you take a direct loan if your school offers them? Of 

course. It’s the same loan, with the same borrowing terms, that 
other students get at banks. Fees were lowered in 1994 and loan 
amounts raised. Dependent undergraduates can borrow up to 
$23,000 for their education—one third more than was formerly 
allowed. If you show financial need (a complex formula, 
comparing family income with college costs) the government 
pays the loan interest while you’re in school. Otherwise you owe 
the interest although your payments can be deferred.

Around half of all undergraduates borrow today; they 
graduated last year with an average debt of $10,500, according to 
Jerry Davis, director of research for Sallie Mae, a prime player in 
the private-loan market. Due to rising tuitions and increased 
loan availability, last year’s entering freshmen will probably 
graduate $13,600 in debt, Davis says—a 30 percent increase. 
Average payments will rise to $163 a month, from $126 today.

Colleges like 
direct lending, 

but bankers 
are lobbying 

to get the 
business back

■ Are direct loans better for you? Probably so, in two major 
ways. You get the loan right at your school, which saves you a 
couple of steps. Even late applicants can get paid before school 
starts, because their request doesn’t wind through the banks. 
The portion of student loans processed by the tall semester rose 
35 percent last year at Colorado State University, reports Kay 
Jacks, head of financial aid—thanks largely to direct lending. If a 
student’s eligibility changes, the loan amount can be adjusted 
overnight. By contrast, getting a change through a private lender 
can be a bureaucratic headache. Jacks says. Direct loans also 
save the schools from coping with each lender’s separate forms.

Ironically, free-market competition wasn’t fixing these 
problems. But governm£iLL£QiiiDetitiQiLbasb£.en “a wake-up call, ” 
says Susan Conner of the JlSA_Groun—^hich guarantees and 
QprvirpQ Qj-nrlo-nt Inonc T Inans faster and can 
schools a speedy update on an application’s progress, she says. 

Eighteen institutions with major loan programs — 
including Citibank, Chemical Banks and Bank of 
America—plan to create a common electronic 
lending system. Sallie Mae and USA Group are doing 
something similar. One reason that Duke University 
isn’t offering direct loans, says James Belvin Jr., head 
of financial aid, is that private lenders are falling all 
over themselves to improve.
■ How will you repay that daunting debt? The vast 

majority of students pay within the normal 10-year 
term. But as loans mount, longer terms may become 
more common. Direct lending offers an “income 
contingent” repayment plan that pegs your payments 
to the money you earn and how many dependents 
A:qu have. Typically, you’ll owe from 4 to 15 percent 
of your adjusted gross income.

Private lenders will compete in this arena, too— 
the first being Sallie Mae, which will announce an 
income-sensitive plan this week. But there’s a 
downside. Stretching out payments always increases 

your interest costs. In the government plan, your payment may 
not even cover all the interest due. Any missing amounts will be 
added to your loan, increasing your debt by as much as 10 
percent. So use this program only as an alternative to default.
■ What if you can’t afford the student loans you have now? You 

can refinance them through the direct-loan program or its 
.private competitors. The U.S. Education Department hopes to 
take over large numbers of current loans, and says that will save 
the government money. But private lenders are screaming and 
the new program is unproven. Congress may dig in its heels here.
■ Can costs be cut anywhere else? One thought is to quit giv­

ing government-backed loans—direct or otherwise—to high- 
income families. For the past two years, student loans have been 
open to everyone, regardless of wealth. When interest rates are 
low, the well-to-do pay their own way. But no student is 
charged more than 8.25 percent. When student-loan rates go 
higher, as they may in July, taxpayers absorb the extra cost. If 
Goodling’s prime concern is the federal budget, he ought to be 
looking at this issue, too.
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DATE; February 9, 19 9 5

SENATOR CHRISTOPHER DODDNOTE FOR:

OInformation

□Action

I
Thank you.

cc:I

THE WHITE HOUSE
WASHINGTON

(Senator Dodd is coining on Friday, 02/10 for a lunch with the President. 
Copy of the article only and buck slip were given to Ann/Erin, Griffin's 
office to give to the Senator)

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

►

JOHN D. PODESTA 
Assistant to the President 
and Staff Secretary 
(x2702)
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TO THE CONGRESS OF THE UNITED STATES:

I am pleased to transmit today for your immediate

consideration and enactment the "Omnibus Counterterrorism Act

Also transmitted is a section-by-section analysis.of 1995."

This legislative proposal is part of my Administration's

aid or abet any international terrorist activity in the

It corrects deficiencies and gaps in currentUnited States.

law.

Some of the most significant provisions of the bill will:

Provide clear Federal criminal jurisdiction for any

international terrorist attack that might occur in the

United States;

Provide Federal criminal jurisdiction over terrorists

who use the United States as the place from which to

i
plan terrorist attacks overseas;

Provide a workable mechanism, utilizing U.S. District

Court Judges appointed by the Chief Justice, to deport

expeditiously alien terrorists without risking the

disclosure of national security information or

techniques;

Provide a new mechanism for preventing fund-raising

in the United States that supports international

terrorist activities overseas; and

Implement an international treaty requiring the

insertion of a chemical agent into plastic explosives

when manufactured to make them detectable.

The fund-raising provision includes a licensing mechanism

under which funds can only be transferred based on a strict

showing that the money will be used exclusively for religious,

charitable, literary, or educational purposes and will not be

diverted for terrorist activity. The bill also includes

numerous relatively technical, but highly important, provisions

that will facilitate investigations and prosecutions of

terrorist crimes.

comprehensive effort to strengthen the ability of the

United States to deter terrorist acts and punish those who
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It is the Administration's intent that section 101 of

legislative proposal by the Congress.

THE WHITE HOUSE,

terrorism offenses.

of Congress to ensure that the language in the bill is 

consistent with that intent.

I urge the prompt and favorable consideration of this

the bill confer Federal jurisdiction only over international

The Administration will work with Members
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To: George Stephanopoulos

Fr: Cha^les^dC/^

Re: Leadership meeting

O5GAN’i* * ON

As we discussed, while it is critical that the President meet 

with the leadership of traditional minority organizations it is also 

importantt to begin to meet the next generation op organizational 

leadership whose agendas are the nmost compatible with the 

President's. The persons and organizations of whom I'm thinking 

realize the importance of focusing on economic issues.

This segment of leadership potentially represents a real base of 

support for some of the objectives of the Administration.

A list of persons which should be a part of such a meeting are:

• Harriet Michel; President of the National Minority Supplier 

Development Council. It has 45 affiliates representing over 15,000 

minority owned businesses.

•Louis Prezeau; Chairman of the National Bankers Association. 

This is the trade association for the nations 37 black banks.

• Larry Cameron; President of the National Association of Real 

Estate Brokers.

• Linda Awkard; General Counsel for the National Business 

League. The League has 127 chapters in 37 states.

- • .tr.«:: -.Lt

nijj ... .

Co.

Dept.



• Charles Bremer; Executive Director of the National Black

Public Health. One of the foremost authorities in the nation on the 

issue of adolesence violence.

782-4844 (home).

• Rev. H. Michael Lemmons; Executive Director of the Congress 

of National Black Churches. It is a coaliation of the eight major 

historically black denominations.

• Tony Robinson; President of the Minority Business Legal

Defense Fund.

I think it would be best for me to convene the group. O*N*E, 

which I head, has developed a significant portfolio regarding this 

issue of economic empowerment; we have a Community

Reinvestment Network with affiliates in 80 cities and a Bankers and

Community Council with some of the largest banks in the country as 

members. Aside from the leadership we've provided on the economic 

front; by convening the group, it puts me in the position to manage 

the agenda for the meeting and put the correct spin on the meeting.

For the reasons we discussed I think it is particularly 

important to move on this post-haste.

I look to here from you soon: (800)766-6631 (office) or (617) 

 Caucus of State Legislators. ------ --------------------------- L

• Deborah Prothrow Stith; Professor at the Harvard School of



THE PRESIDED HAS SEENHARLES R. STITH

Fr: CRS

Re: Issues relevant to goverance and politics

Mr. President,

since

1

December 25, 1994

Christmas Day

To: The Honorable William J. Clinton 
President of the United States of America

A

the PRESIDENT HASSEEN

O'

I don’t think I’ve sent you one of these notes on strategy 

the campaign; so I’m overdue.

What follows are several observations that I think might be 

helpful in your effort to govern the nation and relevant to the need 

the nation has for you to be re-elected:

• The first point relates to your upcoming State of the Union 

Address. In addressing your desire to work with Congress you have 

already started using adjectives like "reasonable" and responsible 

to describe the sorts of proposals you are willing to entertain. Some 

Republicans and Republican proposals can easily be categorized as 

unreasonable and irresponsible. The more you continue to cast what 

you don’t like about their proposals in these terms the better. The 

more you use these terms - responsible and reasonable - in the 

States of the Union Address, and beyond, the better.

A second point relating to the State of the Union has to do with 

the economy. In talking about the economy and your sucesses, a 

distinction you need to make is that what youv’e had to address first

364 BOYLSTON STREET, THIRD FLOOR, BOSTON, MASSACHUSETTS 02116



have been structural issues. Deficit reduction, NAFTA, GATT, and

working man, but he went up there and did everything for blacks 

..."(p.l).

There are a couple of ways for you to get into this issue that 

would give you the "Statesman-like" edge: (i) make the point that 

although, in many cases, we use a hyphen to define who we are -

fear they might be laid off!

Another concern being expressed in the last election, and this is 

the other side of the coin of the economic issue, is the race issue. In a 

December 14th story in the Wall Street Journal a quote by one 

white fellow summarizes well the sentiment many are feeling:" The 

working man, he ain't got a chance," bursts out a bitter Sidney Tracy, 

walking his dog on the main street of this little town north of 

Memphis. After 25 years in the food-processing business, the 49 

year old Mr. Tracy had just lost his job as a lab techician. He lays 

much of the blame on President Clinton. "Clinton said he was for the

health care reform are the foundation for a strong economy. Past 

administrations ( and you shouldn't call them by name) left us^n 

economic house of cards. The things you've done have laid the 

foundation to get America's economic house in order. This provides 

a context to talk about present and future economic issues that deal 

directly with the sense of insecurity that people feel about the 

economy. This sense of insecurity was one of the issues being 

addressed in the November election. A recent Newsweek poll 

indicated that 56% of Americans believe the economy is in recession, 

though the slump ended in March. Another poll by the

Robert Half International business firm, found that 41% of Americans



Italian-American, African-American, etc. - we are all Americans. As

• Beyond the State of the Union, the next thing that would be 

helpful to you relates to the Administration making clear to 

Americans what you've done and intend to do (this is the

"communications issue"). Instead of the radio address, which Reagan 

f inaugurated, why not use T.V. (C-Span or PBS) for your weekly

"conversation with the nation." There are several reasons I offer this

suggestion: (i) Reagan's people were radio people; your's are T.V. 

people; (ii) you are telegenic; (iii) this would enable you to use 

images, graphs, and other dramatic presentations to make your point. 

Right after you took office I remeber Lisa Meyer saying on Meet the 

Press that "Clinton could talk a dog off a meat wagon." She was right. 

You are the absolute best spokesperson for what you want to do.

In addition to considering a format change to address the 

communication problem; your need to set a new tone for the nation

Americans we have a quality that is unique; it is what enables us to 

pick out the African-American in Africa, the Italian-American in 

Italy, the Chinese-American in China (see enclosed Op-ed); (ii) you 

can also use the "house" metaphor in talking about why it is 

important that as Americans we need to embrace our common 

interest v.s. being driven by a sense of competing interest. The 

point is - "A house divided against itself cannot stand."

( On the issues of the economy and race, there are some points 

that I'll address in more detail later. The points I've raised above 

relate to the need and an approach to deal with these matters in the 

State of the Union Addrress.)



• A fourth observation that I'd make has to do with the

economy. While the "Middle-class tax cut" was a necessary and good 

move to counter the Republican initiative; this will not carry the day

requires that you use your "bully pulpit" to communicate/preach to 

the issues that impact on the "soul of America." If you can't get 

Americans on the same page as it relates to "what is wrong in

America and how we fix it"; you will have problems governing the 

nation. I would suggest making one such "address" quarterly; and I 

would suggest that there be some significant advance work done to 

insure it gets proper attention.

• Another observation I'd offer is that you must come back to 

the health care issue. An approach that I think would keep it from 

being "nit-picked" to death is to talk about the problem in terms 

portability and coverage for the working poor as critical steps in 

moving toward universal coverage. This enables you to recraft your 

approach as incremental; and, it enables you to recalibrate the 

debate in terms of the process that must be pursued to get to 

universal coverage rather than the percentage of people who must 

be covered to achieve universal coverage. This approach begins to 

get you back on the offensive and puts Congress in the position of 

defending why they won’t or can't deal with the problems of 

portability and coverage for the working poor. It is important for you 

pick up the banner on health care again because even if the

Republicans don't accuse you of waffling before the 1996 election, 

you will be attacked by them on this during the election.



lot of people that can be put to work rebuilding the infrastructure 

and cleaning up the enviroment. There are any number of analysis 

that you can use to get the average person to understand why these 

two things must be done in addition to creating jobs. But, the bottom­

line is that you must take the "bull by the horns" on the jobs issue. In 

a addition to creating jobs for which you can take credit; it

in terms of the average American’s concerns about the economy. 

(Neither will the success you've had in dealing with the structural 

problems of the economy.) The average American knows that the 

economy is still convulsing because they feel it. Despite the economic 

indicators, too many people have been laid off; and those who've 

found jobs have lesser jobs. Too many people know people who've 

been laid off. And, people read too many news stories about the 

down-sizing and layoffs taking place. People believe, and rightly so, 

that this trend is going to continue. (We can't forget, that the calls for 

smaller government at every level translates into more

unemployment for somebody; and that further erodes optimism and 

confidence.)

To deal with this concern you must come forth with a plan to 

produce jobs. (I’m not talking about the economy producing jobs.) 

There are a couple of places to produce jobs - the infrastructure^and 

the enviroment. And, there is also a rationale, beyond job creation, to 

justify these initiatives. A viable infrastructure is critical to our 

economic viability. You can talk about how this relates to NAFTA and 

GATT and the added cost to the economy of a crumbling

infrastructure. With the enviroment, given all the concern about 

second hand smoke as a health hazard; certainly a case can be made 

to deal with "first-hand" pollutants to which we exposed. There are a



some

Charles

• The final observation I'd make relates to a point a raised 

earlier relative to the State of the Union Address.

P.S. If it is at all possible I'd like to attend the State of the Union 

Address.

demonstrates that you truly understand the fears that people have 

about holding and losing their jobs. If Congress won't support such an 

initiative; I think they'll be hard pressed to justify their opposition to 

the American people.

For the next two years you must lead the national discussion on 

the race issue. Unless you do the nation will be ungovernable, you 

won't be able to get re-elected, and more important, we are headed 

back to 1896 and Plessy v. Fergeson.

There is no elected official in America better able than you to 

provide leaderhip on this issue, or heal this wound in America's soul. 

There are ways to talk about this problem that are not divisive and 

that speak to the need for us, as Americans, to turn to each other 

rather than turn on each other.

I am obviously willing to discuss any of these points with you 

more fully. I'd be willing to do it privately; although there needs to 

public affirmation of some of the initiatives I've suggested (see

enclosed memo to Stephanopoulos, there has been no action on it as 

of yet.)

Deborah also asked me to convey her love to you, Hillary, and 

Chelsea. Let me add my best wishes to Hillary, Chelsea, and you 

during this holiday season. /o
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Democrats need discipline, direction to rebuild

CHARLES R. STITH

I party, the House minority leader,

vill chart

.1

concerned about the fractured state in which wewould mean that since Newt is for orphanages for

,nil,lie. 1‘f the Democrats ha<l responded tp Clinto? publican the Republicans to win again. The point
L  __________ ___ _ ' 11 1 A .. ..... 1 ...... I 1 ,Irtltrzil*

Chailcx R. Stith is pivsidcuf <>j the Oiyiinizo
^^.^r^widrTt be Iwking at a Rejiublican- crate are to succeed in regaining their status as lion for a New Hyiiulity.

I

they need to understand is that there are fewer 
and fewer people going to the polls. If the Demo-

The Democrats have got 
to start acting like 

a political party.
at least 
because

I hey have come .to be perceived as the party of

As bad as the last election results were, there 
is still time for the Democrats to get it together. 
Without discipline or direction, they will be des­
tined for disaster.

in lockstep. How can they sell the nation on the 
notion of accepting leadership while they, at the 
same time, are so resistant to leadership?

Second, the Democrats have got to stop com- 
jieting with the Republican Party for its constitu­
ency. Can you imagine what things would be like

tough on crime would mean the death penalty is 
not enough; bring back public torture.

The Democrats don’t need to try to out-Re-
have fumbled the ball on the crime bill, ind they 
could have scored big-time with the 1 unerican

if they tried to out-Gingrich Newt Gingrich? It aPI>eal that has promise. I believe Americans are
* CL * -* *.-■ w* aw. - ■ • ■ > . a *• a*a ■ • ■ - ■ ■ •-

kidZ on welfare, the only way to go one farther is find ourselves and the party that works to bridge 

to support concentration camps. To really get the breach would find a responsive electorate.

n recent days, former US Sen. Paul Tsongas 
has floated a trial balloon calling ft r a third

Richard
Gephardt, has blindsided the Whi e House 

by announcing his own plan for a middle class tax 
cut, and the Senate minority leader, Tom Daschle, 
has declared that the Senate Democrate
their own course independent of the j I’hsident. 
The Democratic Party is in disarray. It i, a party 
without discipline and appears to have i o princi­
ples on which it stands.

The Democrats got slam-dunked in the elec­
tion because they stand for nothing. T icy have 
conceded to the Republicans the mante of the 
party of ideals and ideas. (Granted, the Republi­
cans don’t have good ideals or ideas, bu 
they have some.) The Democrate lost

on these issues as Republicans would [have re­
sponded to Reagan iHie had made the skme pro:

self-interest. It seems as though the only thing Democrats follow the White House blindly? Of 
Democratic politicians have in common is the de- course not. Their advice and consent are critical, 
sire to get elected. There is no such thing as a once a course is charted, folks need to follow
Democratic position on an issue; thus thjere is no

direction and no discipline. Emblematic of the
party’s lack of direction and discipline was former
House Speaker Tom Foley’s ducking President
Clinton when he campaigned in his district.

If the Democratic Congress had embraced the
Clinton ideal of universal coverage as fundamental
to health care reform, then they might hhve been
able to deliver on it. If they had been m<|)rc disci-
plined and focused, the party could haVe taken
credit for deficit reduction. If the I temper its knew
what it was to operate as a team, they [wouldn’t

have fumbled the ball on the crime bill,

controlled Congress today. the majority party they need to fashion a com|iel-
Unless the Democrats really take a new direc- ling enough agenda to ap|wal to those who are

tion and function as a more disciplined party, they turned off to the political process. In short, they
are in for further losses in ’!H>. There are several have got to reassemble the party apparatus neces-
things they must do if they are going to get their sary to get folks registered to vote and make sure
act together. they get folks to the polls. Putting this apparatus

First, the Democrats have got to start acting in place is not something you attempt to do two
like a political party. They must fashion a working months before the election; this sort of work

agenda for the next two years that demonstrates starts now. 
that Democrats can work together. This starts by The most important thing the Democrats need 
coalescing behind the president, who is the head to do if they are to regain political power is that
of the party. Does this mean that congressional they must refashion themselves as the "party of 

all Americans.” So much of the political rhetoric to 
which we’re subjected is about America as a na­
tion of competing interests; this leaves a real 
opening to speak to Americans about our common 
interests.

Despite the extent to which the hyphen is in­
creasingly common in how Americans define 
themselves, as Americans we are a breed apart. 
Just as there is an American experience rooted in 
hope and opportunity, there is an American char­
acter. We don’t have to debate or discuss what it 
is; we know when we see it. It is that thing about 
Americans which enables us to pick out the Ital­
ian-American in Italy, the African-American in Af­
rica, the Mexican-American in Mexico, the Chi­
nese-American in China. No one is emphasizing 
this notion of our oneness, and I believe it is an
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Sincerely,

20510

The Honorable Paul Simon 
United States Senate 
Washington, D.C.

Ca * S

430 S. Capitol St., S.E. 
Washington, DC 20003

[Paid for by the Democratic National Committee]

Dear Paul:

Thank you for your letter concerning the 
direction of the Democratic Party. I appreciate 
your sharing your thoughts on this matter ^nd look 
forward to working with you to achieve Democratic 

victories in 1996.
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Dear Mr. President:

I thought the enclosed might be of interest to you.

My best wishes.

ally,

PS:bd
Enclosure

250 West Cherry 
Room 115-B

Carbondale, IL 62901 
618/457-3653

COMMITTEES:

LABOR AND HUMAN RESOURCES 

JUDICIARY

FOREIGN RELATIONS 

BUDGET

INDIAN AFFAIRS

3 West Old Capitol Plaza 
Suite 1 

Springfield, IL 62701 
217/492-4960 

TDD: 217/544-7524

January 17, 1995
Dictated January 17, 1995

The Honorable William J.
The White House
Washington, D.C.

462 Dirksen Building

Washington, DC 20510-1302 
202/224-2152 

TDD: 202/224-5469

PAUL SIMON
ILLINOIS

Paul Simof
United Stites Senator

230 S Dearborn
Kluczynski Bldg., 38th Floor 

Chicago, IL 60604 
312/353-4952 

TDD: 312/786-0308

United St^te

i 11
L'J

Unital States Senate
WASHINGTON, DC 20510-1302



MEMORANDUM

December 2, 1994Date:

Senator Tom. Daschle, Senate Democratic LeaderTo:

Senator Paul SimonFrom:

Response to your three questionsRe:

sxsxssszssszsssssssissjsss:= == = = = = === = =: ==== === = asa;

Why did we lose?

(P.l of 5/MORE)

4)
is declining.

2) The trust factor for Bill Clinton is low. George 
Will is correct when he writes that people will follow those 
who lead out of strong conviction. The President too often 
sounds an uncertain trumpet. Bill Clinton's overall record 
is good, but the awareness of that has been muted by the 
perceived wavering.

$30,000 went from 43 percent GOP to 49 percent. Union 
households generally voted with us (61 percent) compared to 
non-union households, but outside of governmental workers, 
unions represent only 11.8 percent of the work force, a far 
lower number than in any other modern, industrial nation.

The suburban vote is increasing and the urban vote 
' . As people flee the cities, they also turn a

cold shoulder to the problems and the racial minorities 
there, and to the political leaders who try to help the 

cities .

3) Working men and women do not identify with us as 
strongly as they should, nor do those least fortunate. Exit 
polls published by the National Journal (Voter News Service) 
show that- households with less than $15,000 a year income 
went from voting 31 percent Republican in 1992 to 39 percent 
Republican in 1994; families earning between $15,000 and 
$30,000 went from 43 percent GOP to 49 percent. Union

1) There is an unhealthy mood of cynicism in the 
nation, an excessive hostility toward people who are in 
charge of the media, religion, business, labor, and 
government. Since Democrats have been nominally in charge 
of Congress, the object of public anger more frequently has 
been Democrats .
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a percentage of its national budge 
nse rhA rrnited States does. Tri'

Who are we and what do we stand for?

It is not as clear as it should be.

(MORE)

6) Too many view the Democratic Party as a loose 
association of various interest groups rather than a 
cohesive mechanism for needed change.

5) We have not conveyed a sense of fiscal prudence, 
even though our record on many things compares favorably to 

Adding to public dissatisfaction is one
No industrial nar.inn outside of Israel 

2*^?'_ _____ H x _ 1

8) We have permitted the Republican Party--which has 
opposed issues like work leave for someone with a seriously 
ill child, spouse or parent—to portray itself as the party 
of family values. We have been slow to proclaim our "book 
of virtues," our dedication to mainstream virtues. A 
"welfare reform" program advocated by the Republicans that 
puts more children in poverty is not virtuous or moral.

In many ways we are the political party that speaks for 
justice and opportunity for the strugglers, for middle­
income working men and women and for those who have not 
attained middle-income status but yearn for it. But we also 
must recognize that people cannot have bigger pieces of our 
economic pie unless the pie gets larger, so that we also 
must stress greater productivity.

the Republicans.
little-noted fact:
spends as a high a percentage of its national budget on 
interest and "defense as thfa'llnited States does . Tnese two 
expenditures bring nothing immediately meaningful to most 
people. Citizens see federal budgets growing and no 
improvement in their lives.

In keeping this careful balance in mind, we should make 
clear to working men and women that we are fighting for 
them. We need to forcefully and unequivocally transmit the 
message that we are on their side.

7) For the past 20 years, the earnings of 80 percent 
of Americans has been stagnant or worse. The top 20 percent 
have done well. Struggling to pay for health care, sending 
their children to college, the bottom 80 percent do not 
perceive the Democratic Party as passionately committed to 
their concerns.
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How do we rebuild the Democratic Party?

(MORE)

The most significant actor in any drama for rebuilding
His trust figures are not high, but they

The nation must see more of the strong

We must fight for a better distribution of opportunity 
for all Americans, and state that more clearly, but also 
show that we understand the economic realities of a 
competitive world.

Because of the nation's system of financing political 
campaigns, Democrats in Congress have consciously tilted our 
public image to those who are big contributors, rather than 
to those with whom we have traditionally identified. The 
historic reality is that business generally does better when 
Democrats are in charge of our nation than when Republicans 
are, but the business community does not understand that. 
If working men and women have enough money to buy new cars, 
that does more good for General Motors than a capital gains 
tax benefit for GM stockholders. But the stockholders are 
more likely to be political contributors than those who buy 
Chevrolets. Those who profit from our current health care 
set-up are far more likely to contribute to candidates than 
are 38 million Americans who don't have health insurance.

2) Democrats in Congress should not run from the 
President. We do not need to agree with the President on 
everything, but my strong impression from campaigning in 
several states is that Democrats who obviously distanced 
their candidacies from the President hurt themselves. The 
President's job approval rating in exit polls was not high 
(44 percent versus 51 percent disapproval), but compare that 
with 16 percent job approval rating for Congress versus 79 
percent disapproval. A Democratic House candidate who I 
thought had a real chance to win in an open seat ran a TV 
commercial pointing out his disagreement with Clinton on 
health care, and I heard negative grumblings among Democrats 
about that. He lost.

3) Working with the Administration, Democrats in
Congress should pick two or three issues of substance that 
can benefit the nation, for which we make an all-out 
political and public relations effort. Welfare reform 
should be one. Another should be health care, an area where 
we can turn public confusion to public support. We lost 
round one in this fight to the profiteers, but both public 
policy and political prudence dictate that we not give up. 
The National Journal (Voter News Service) exit polls

1)
must be the President.
are not irredeemable.
Bill Clinton, less of the Bill Clinton who is too eager to 
please. He must follow his instincts, not his pollsters.
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5)

(MORE)

6)
groups.

1994 .
this, quickly.

We cannot take for granted African-Americans and other 
The biggest ethnic slippage occurred in the Latino 

community, going from 28 percent GOP in 199 2 to 39 percent in 
The Democratic Party needs to make a careful analysis of

4) There is no counterpart in the Democratic party to 
the Christian Coalition, the National Rifle Association, and 
the National Federation of Independent Business. Those
three organizations -- to their credit -- have genuine grass 
roots operations . They do more than convene and adopt high- 
flown resolutions and then think they have done something. 
Our party that fights for grass roots America ironically 
does'not have a good grass roots effort. Our political 
operation looks like our highways and sewer systems -- our 
infrastructure needs repair. We have neglected grass roots 
organization, relying excessively on paid media. The 
Republicans outgun us in television advertising, in addition 
to having better grass roots organization.

9) We must be willing to identify more with those who 
really struggle in our society. We should convey through 
our leaders and with appeals to religious and civic 
organizations that the U.S. must become "one nation, 
indivisible, with liberty and justice for all." The suburbs 
will buy that message, but they are not hearing it. In this 
endeavor we should also work closely with labor unions and 
not regard them as relatives with a social disease.

Women voted roughly 54-46 Democratic and men the 
reverse, but more men voted than women. We want to encourage 
everyone to vote, but motivating women voters has obvious 
benefits to Democratic candidates.

7) We need an assault on our problems, not tinkering at the 
edges in some media gesture. Forty-five percent of people 
calling themselves Independents (Greenberg poll) said they were 
tired of "politics as usual," the highest score on his poll. 
Other numbers confirm that. Precisely how we can take advantage 
of that is not clear, but less partisanship and seriously 
addressing the problems would be welcomed by the public.

8) We should try to avoid labeling ourselves and each 
other. Dividing the party into "new Democrats" and "old
Democrats," for example, does nothing for voter appeal; it 
simply suggests to the politically unsophisticated that we 
are an excessively fractious party.

showed health care the top issue (listed by 30 percent of 
voters), and the only issue where Democrats scored 
decisively, winning those voters by a 2-1 margin. Crime 
came in second (25 percent) and there Republicans had a 
slight edge, the economy/jobs third, with Democrats leading 
57 percent to 43 percent. In addition to health care, we 
should unite on one strong "meat and potatoes" jobs/economic 
issue in which the GOP sides with the economic elite.
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That is our

# # # # #

Finally, we must give people -- all people -- a spark 
of hope. Too many of our citizens are in a down mood. That 
can change for the better, and it can be done in a solid 
way, not simply with public relations gimmicks. 
challenge.

10) We have to show that we understand basic 
economics, that we do not want to continue borrowing from 
our children and generations to come. The GOP contract is a 
fiscal disaster, but the public looks at our overall record 
and does not perceive a responsible alternative in the 
Democrats. The Clinton budget provided an initial step in 
the right direction, as many Republicans will concede 
privately. Sut it is only a first step. The growing, 
massive waste of federal dollars on interest is a cause for 
shame for both parties.
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Dear Mr. President:

Sincerely,

DWB/jh

Attachment

cc:

The President
The White House
1600 Pennsylvania Avenue 
Washington, DC 20500

Attached is my testimony before the House Subcommittee 
on Telecommunications and Finance. This is probably not 
consistent with your position on this matter, but I hope 
you’ll consider moving in the direction of significant 
reform.

Dennis W. Bakke
President

Chief Executive Officer

1001 North 19th Street 
Arlington, Virginia 22209 
(703) 522-1315
Telecopier (703) 528-4510

Secretary Ronald Brown
Chairman, SEC
Phil Lader

The AES 
Corporation
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Mr. Chairman and members of the Subcommittee, my name is Dennis W.

Bakke. I am Co-founder, President, Chief Executive Officer and a Director of

The AES Corporation.

coalition of fast-growing, midsized growth companies, and the NASDAQ

National Market System.

AES, based in Arlington, Virginia, develops, owns and operates clean,

reliable, low cost el<

world, and we own, in whole or in part, ten plants totaling 3,130 MW in 

Founded in 1981, our company today has

1

litigation. I speak to you today not only on behalf of AES, but also as a 

member of both the American Business Conference, a Washington-based 

To succeed in today's business environment, AES has tried to create certain 

competitive advantages. One way we have done this was to build a corporate 

culture compatible with our values. We have maintained a decentralized 

operation or construction.

approximately $2 billion in assets, our revenues exceed $500,000,000 per year, 

and net income in 1993 was $71 million. In addition, AES directly employs 

about 1,400 people worldwide. —

I congratulate the Subcommittee for holding this hearing on possible avenues

of reform of the current, seriously flawed system of class-action securities 

ingf^gjjjjjg^jgj^j^^jj ĝ^^tate^an^around

the world. We are one of the largest independent power producers in the



principles or values: ^j^c^itlUntegrit^^av^un^Jo^beJair^ndJ^be 
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socially responsible. While these values do not necessarily conflict with 

profitability, AES people seek to put greater emphasis on acting in a manner 

that is consistent with the Compan/s values than on maximizing earnings.

management structure, keeping rules, staff, and hierarchy to ajninimiim.

This approach is based on a basic trust in people and encourages shared 

responsibility, the reduction of hierarchy and democratic control of the work 

environment. This philosophy also embodies a commitment to four 

AES has also strived to provide social and environmental leadership. For 

instance, voluntarily and on our own initiative, AES has contributed to a 

CARE agroforestry project in Guatemala in which local farmers are being 

trained in farm and forestry practices to improve land productivity; the 

projects goal is to plant 52 million trees by the year 2000; we also helped 

sponsor a program with The Nature Conservancy and the Moists Bertoni 

Foundation to purchase and preserve a 143,000 acre tract of dense sub-tropical 

forest in Paraguay; we initiated a ten-year project with Oxfam American, an 

international relief organization, to preserve threatened rain forests ty 

helping indigenous Amazon Indian tribes gain legal title to 3.7 million acres 

of their traditional territories in Ecuador, Peru and Bolivia; we funded, 

constructed and donated (at a cost to us .of nearly $2 million) an elementary 

school which accommodates approximately 300 students in the local 

community near one of our plants; and, in 1994, AES received Harvard



our

halted as the Governor of Florida initiated proceedings to review our permit.

3

University's Dively Award for Corporate Public Initiative. In addition, 

chairman, Roger W. Sant, is chairman of the World Wildlife Fund (US), a 

Director of the World Resources Institute, and a member of the National 

Council of the Environmental Defense Fund.

I have taken the time to explain this much about our background because it 

will prove particularly ironic later. In any event, AES went public in June, 

1991 at $19 per share. Within nine months, our stock price had risen to $37. 

As we would later find out, this probably made us the classic target - a high 

growth company trading at a strong price-eamings multiple (and therefore 

containing some inherent stock price volatility) which has become financially 

successful enough to be perceived as a "deep-pocket".

Our troubles started with events in Jacksonville, Florida, where we had been 

developing a $485 million coal-fired plant we called Cedar Bay. In the spring 

of 1992, certain Florida officials and some local residents protested our 

building permit, complaining that we had made certain misrepresentations 

regarding five old, less environmentally-friendly boilers during - the 

permitting process. These allegations were false; indeed, the Mayor of 

Jacksonville later wrote an open letter in the Jacksonville press saying as

much. In the meantime, however, construction at the Cedar Bay site was



sending a postcard. After reading the postcard and contacting him^e^pqke
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The confusion and political debate associated with the Governor's actions 

drew national attention. Of course, that attention had an effect on our stock 

prices. Based on the Cedar Bay controversy, our share price fell from around 

$33 per share to $26 per share.

A shareholder lawsuit was filed against AES almost immediately, claiming 

that we had misled investors by not telling them that we had intentionally 

committed fraud against the Government of Florida during the year long 

permitting process. Strangely enough, the named shareholder plaintiff, 

shortly after receiving our press release announcing the suit, tried to reach us 

on numerous occasions. Since we were involved in litigation, we were 

reluctant to return his calls. Ultimately, he did get in touch with us ty

at length at how surprised he was to_hgar that he was suing us. He explained 

that he had been in the hospital for several weeks, and was surprised to find 

out when he read the press release that he was the plaintiff. He said that he 

had never given his consent to the law firm bringing the suit to use his 

name. His wife had been contacted by a law firm seeking plaintiffs for a ^uit 

against AES, and, according to her husband, replied that he was currently 

incapacitated and that they would need to speak to him. Somehow, it seems 

that the law firm interpreted that response as an offer of employment to 

represent her husband in this lawsuit. He then told us that he wanted to be



removed from the suit. I have attached a copy of the postcard for your benefit 

as Exhibit A.
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We responded in the most ethical and expeditious manner that we knew. 

We took immediate action, voluntarily reported the incidents to the 

appropriate state and federal regulatory agencies, including the EP A, and 

made a public announcement of the incident. We also conducted an intense 

internal investigation, disciplined the individuals responsible for the 

violations and distributed an internal memorandum to all AES people 

describing the incident and reemphasizing the unportance of environmental 

compliance. The EP A, after a long investigation in which we cooperated 

fully, decided to proceed administratively, as opposed to criminally, and 

several months later imposed on us a penalty of $125,000.

As the Cedar Bay episode was coming to completion, AES discovered some 

environmental improprieties regarding wastewater discharge reports at one 

of our other plants. Briefly, a few front-line people in our water treatment 

area had, without the knowledge of AES management, falsified federally 

required reports on waste water discharge quality. Rather than identifying 

and solving the cause of the problem, the group had simply diluted the 

discharge samples in order to document compliance.



However, when the news of this incident was released, wild and unfounded

corporate market value.

6

rumors began to circulate, particularly about plant shutdown. As a result, the 

capital markets reacted dramatically, and AES share prices fell again, this time 

from $26.50 to $16.50. This one day fall wiped out over $400 million worth of 

plaintiff) and several other firms, including one which represented a plaintiff 

that we believe received his AES shares from a lawyer inside that firm. These

So, of course, the severe volatility of our stock price resulted in several new 

suits being filed against us shortly thereafter. This time the law firms suing 

us included one of the firms that had filed before (they used a different

two named plaintiffs represent clear examples that in this case, like so many 

others, lawyers, not aggrieved investors, were driving the action.

As the swirl of litigation surrounded us, our analysts urged us to drop our 

emphasis on values unless we were willing to show how the values helped 

the bottom line. Ironically enough, throughout this entire time period, we 

continued to post record gains in revenues and income, as well as our then- 

best operating track record. Because of these suits, many of AES's senior 

executives spent an inordinate amount of time focusing on these internal 

issues, rather than the operation and expansion of our business.



was.

substantial business.
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The ultimate irony is that, as I mentioned before, the mayor of Jacksonville, 

who initially led the opposition against us, recently published an open letter 

in the Jacksonville press, saying that we had been the victim of an 

unprecedented and unfounded public attack based on politics and emotion, 

rather than fact; that he now regrets his actions which contributed to-this 

attack; and that AES had always been a good corporate citizen. I have also 

attached a copy of this letter for your benefit as Exhibit B. Who compensates 

us now for the lost millions or more importantly, for the damage to our 

reputation? How do we recover the critical time lost by key executives first in 

developing the project, then in defending ourselves from it? Not to mention

We brought a motion to dismiss the actions, and the judge partially agreed, 

saying the Cedar Bay claim was "meritless" and dismissing all counts relating 

to it. I would like to take a moment to point out how hollow that victory

We had spent numerous years and millions of dollars developing that

plant, which ended in us being subject to a baseless attack and ultimately 

forced to sell our interest in the plant. Then, we were sued in Federal court 

over the same incident and spent millions more defending ourselves. To 

this day, the unfair and untrue stigma that we "lied" in Florida haunts us. 

With virtually each new project, we are forced to give an account to potential 

new customers and lenders regarding the exact nature of what transpired in 

Florida. I believe that the very taint of Cedar Bay has caused us to lose 
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the additional legal costs and significant managerial time spent during three 

additional public offerings to try to protect against future suits arising from 

share price volatility above and beyond those normally associated with such 

offerings? These factors significantly affected our ability to grow the company.

The grueling process of serving, answering and contesting the ludicrous 

document production requests began. Litigation costs, both ours and on 

behalf of our underwriters, whom we indemnified, began to soar to 

astronomical heights, and more importantly, our key executives were forced

After the motion to dismiss was decided, the financial blood-letting began in 

earnest with the onset of the discovery process as the rest of the suit 

proceeded. Discovery is an extremely broad and a formidable weapon in the 

hands of skilled plaintiffs attorneys. Our business is enormously paper 

intensive. Therefore, we were immediately served with document 

production requests that resulted in us reviewing enormous numbers of 

boxes of paper. Depositions for a significant amount of our staff at our plant, 

plus a number of executive officers, were served. Worse yet, we were not the 

only people served with intrusive discovery requests. Plaintiffs served notice 

of depositions, and incredibly broad requests for document production, on at 

least four of our potential customers, various suppliers, certain of our 

lenders, and our largest construction contractor. I cannot begin to describe 

the disruption to important business relationships that this caused.
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million.

Solely because he was
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The main factor pushing us towards settlement is cost. Litigation expenses on 

a monthly basis are very high; since depositions have barely begun, discovery 

will probably continue for at least another year; and the theoretical calculation

to divert substantial amounts of time to the lawsuit, as opposed to the more 

productive pursuit of ongoing business, growth and expansion.

proceeded with discovery for approximately fifteen months, which led to

half of one deposition being taken, with legal fees of between $2 and $3

The suit is adversely affecting company morale.

named in the complaint and therefore was potentially personally liable, a 

director seriously considered resigning from the Board. So, ultimately, 

although it is against absolutely everything I believe in, we are forced to face 

the economic reality of the situation, and have decided to pursue settlement 

negotiations. I believe this happens in virtually all similar suits.

For a company like ours, which has an extremely lean management structure, 

lost time is devastating. For instance, our current expansion plans call 

hundreds of millions of investment dollars over the next few years, yet our 

chief financial officer has spent about 20-25% of his time for the last two and a 

v half years dealing with the demands of the lawsuit, explaining the issues to 

prospective lenders, investors and insurance companies.
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of damages can be extremely high, coupled with the uncertainty of a jury trial. 

These factors, together with the diversion of senior management time spent 

responding to the demands of the suit and the enormously divisive effect the 

suit is having on the company, are forcing us to consider settlement as a 

business issue, rather than one of fairness.

What will occur then, if we settle, is an all-too-common result - a settlement 

that benefits certain groups extremely well (i.e. the attorneys). Consider that 

when the suit is finally settled or adjudicated, we estimate that at least 60% of 

the entire cost of this suit to AES, our insurers and current shareholders, 

(including money expended on our defense) will go to attorneys, both ours 

and the plaintiffs' counsel. The entire cost of this lawsuit, including the cost 

of defending ourselves, will probably amount to approximately one-half of 

our annual budget for developing new power projects throughout the world. 

To give you an example of the opportunities lost by this waste, the cost

Other than stopping the madness, the settlement will likely produce very 

little public benefit that I can see. The "bad guys" (as plaintiffs lawyers would 

have us believe) were seriously hurt by our drop in share price. In all, AES 

people account for over 40% of the total ownership of AES stock. In addition, 

we believe that many of our shareholders did not sell at all, and have 

remained with us. By January of 1994, our stock recovered to over $36 per



impose a cost to us of more than 100 times that.

attome

What lessons can be learned from our story? Well, a cynic would say that you

should never disclose anything publicly that is not absolutely required and
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expended in connection with this suit equates to a large share of our 

investment in a soon-to-be built plant in the US. An internal study of the 

economic impact of this plant to the local community estimates it will add, 

directly and indirectly, over 1,300 new jobs and have an economic impact of 

over $4 billion. More ironically, the crux of this entire issue, the 

environmental misconduct, was determined by the EP A to result in a 

$125,000 fine, while the effects of the current securities laws may very well

Whether you choose to recognize it or not, the current state of the securities 

la^^hascreate^^ew^as^^ull^Jh^class^ctioi^ecurities^aw^lainHff

. Indeed, I have been warned by advisors against appearing today, lest

I subject AES to more of these suits as a retaliatory measure or jeopardize our 

settlement negotiations. These individuals wield enormous power. They 

have at their disposal (i) laws which make it incredibly easy for them to allege 

a cause of action, (ii) the specter of enormous damages to swing like a 

hammer, and (iii) a super invasive discovery process which can drag on for 

years, and ultimately cost defendants millions of dollars. These factors 

incentivize all businesses to do one thing and one thing only - settle. -



don't discuss the future, because you will be sued for a defective crystal ball.

where the laws place the incentives.

The main idea that I would like to convey to you is one of waste. Waste of

the waste of significant money defending frivolous claims; waste of valuable

otherwise be used to grow businesses, create jobs or distribute to the

shareholders. Our non-US competitors are amazed at our situation. When

viewed from the outside, foreign issuers often shy away from accessing the

companies.

How can we improve this system? Well, I am not an attorney, but we must

make it harder to bring frivolous claims, reduce the costs of defending oneself

12

significant human and financial resources initially trying to protect against 

the sad, but unavoidable reality of frivolous and counterproductive litigation;

Clearly, this is not the intent of our securities laws, it is not a situation that we 

advocate, nor would we ever take this approach. However, that is precisely

US capital markets primarily because of the fear of suits such as these. They 

do not face the same imbalance of incentives in London, Paris, Frankfort,

Singapore or Hong Kong. With the increasing globalization of the US 

economy, American business needs to be on a level playing field. Currently, 

these laws only serve to impose a significant litigation tax on US public

time by senior executives responding to these suits. These funds could



actually relied on certainPlaintiffs m

needs to be legislatively enhanced.

• Attorneys should be prevented from recovering exorbitant

amounts, or percentages of the settlement amount.

• Damages should be reduced as the stock price recovers.

effective safe harbor rule, with direction to the courts to apply it 

prior to the onset of discovery, would be a start.

• There should be an element of recovery of attorney's fees by

defendants.

No one, especially not AES, is advocating that companies be given complete

13

TiTiTT

license to say (or refuse to say) whatever they like. Investors clearly have a 

right to information, and companies who willfully mislead investors should

against these claims and otherwise limit the amounts that are recoverable by 

or payable to the attorneys. Specifically, I recommend:

. Pl^jjj|jiff^musUiaverea^wnerehi^^company, not just a token

amount. This will eliminate professional plaintiffs.

s^emen^ as opposed to the fraud on the market theory that 

allows anyone into court. In addition, the recklessness standard has 

been reduced by the courts to mean negligence, and this standard 

to remove the• Discovery should be somehow curtailed

overwhelming incentive to settle from defendants. Creation of an
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be penalized. What I have tried to talk about today is my direct experience 

with another form of injustice. It is the excessive waste of time and money by 

public corporations who choose to conduct business here in America.
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November 15, 1994

Re: AES Corporation

To Whom It May Concern:

Primed .hi Krxyrlrd P.rpr r

JACKSONVILLE. FLORIDA

32202

ED AUSTIN
MAYOR

A-

When 1 became Mayor in April, 1991, AES had received a permit to begin 
construction of a power plant in Jacksonville's Northside, next to the Seminole Kraft Paper 
Mill. That permit was predicated upon certain old, polluting boilers closing down when the 
mill began purchasing steam from AES.

As the investigation unfolded, I confirmed my earlier conclusions as to the facts and 
history of AES's permitting process, which had occurred prior to my inauguration as Mayor. 
It was clear to me that AES had properly obtained all of its permits and continued to comply 
with all of our pertinent laws and regulations. Furthermore, as 1 learned more about AES 
and its leadership, 1 discovered that they had taken great pains to keep all of the authorities 
informed and avoid any improper actions. In fact, AES was subsequently exonerated in 
Federal Court when a shareholder lawsuit was summarily dismissed. Likewise, 1 was advised 
by staff of the Florida Department of Environmental Regulation, near the end of the 
proceedings, that AES was in complete compliance with all state and local requirements. I, 
therefore, assumed that this matter would be concluded satisfactorily on behalf of AES. 
Sadly, vindication came too late as this very controversial process led AES to sell its interest 
in the plant.

In the Fall of 1991, Seminole Kraft announced that their newly planned conversion 
to a paper recycling process would require them to reopen some of those old boilers with 
new pollution control technology under new permits. Due to public reaction and my 
concern with the potential conflict of Seminole's new plan with AES's permit, I called for a 
review into this matter by the Florida Department of Environmental Regulation. That 
investigation rapidly assumed a life of its own, largely driven by politics and emotion, rather 
than the facts and laws.

OFFICE OF THE MAYOR



Sincerely,

EA/sm

None of this is to take away from the successor company. The plant that AES began 
has made a significant and positive contribution to our city. I hope this letter will allay any 
concerns anyone may have about AES. AES and its corporate officers have been nothing 
but decent, honorable and trustworthy partners.

AES was long a good corporate citizen. They were the victims of an unusual, unique, 
and unprecedented public backlash. Though 1 publicly supported AES, I must admit that my 
request to involve the DER late in the process contributed greatly to both a political and 
community overreaction. The community's attitude changed as the truth eventually dribbled 
out through the media; and in my judgment, Jacksonville would now welcome AES as 
corporate partners. In short, 1 wish they were still here and regret that 1 contributed to their 
untimely departure.

To Whom It May Concern
November 15, 1994 
Page Two

Ed Austin
Mayor
City of Jacksonville
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February 7, 1995

Dear Dennis:

Secretary O'Leary, and Ambassador Wisner

I'll talk to you soon.

(

t
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Sincerely,

J

and Finance, 
it over soon.

the white house

WASHINGTON

I couldn't agree with you more, 

for sharing your testimony before 

to have the chance to look

reportSabout the outstanding job Secretary

Brown(
are doing.

Dennis W. Bakke
President
The AES Corporation
1001 North 19th Street
Arlington, Virginia 22209

Thanks, too, for sharing your
the House Subcommittee on Telecommunications

I hope --

I
Thanks for your

And I'm glad to hear a first-hand
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Frank Wisner since his assumption of his post in New Delhi. He and his team

Sim

Dennis W. Bakke 
President

Chief Executive Officer

The President
The White House
1600 Pennsylvania Avenue
Washington, DC 20500

1001 North 19th Street 
Arlington, Virginia 22209 
(703) 522-1315
Telecopier (703) 528-4510

Most impressive, however, have been the remarkable efforts of Ambassador 
| Frank Wisner since his assumption of his post in New Delhi. He and his team 

—V have established themselves as champions of American business interests,
'\\ \ working tirelessly to help us overcome seemingly insurmountable barriers and

The AES
Corporation

Dear Mr. President:

I have just returned from India, where AES is developing a $650 million coal- 
fired power station in the State of Orissa. I went primarily to participate in 
the negotiation and signing of the Indian Government’s counter-guarantee to 
the project, but my visit also coincided with that of Secretary Brown and his 

business delegation.

My visit was an unqualified success, as the counter-guarantee, a major 
milestone for the project, was signed on schedule. However, this letter is not 
about AES in India but about the truly outstanding job that the people of the 
United States Government are doing in support of our and other American 
companies’ efforts there.

It would not be possible to overemphasize the positive impact that the Department 
of Commerce, the Department of Energy and the American Embassy in New Delhi 
have had through their advocacy of and partnership with American business in 
India. The attention and momentum generated by Secretary Brown and his team 
this week and Secretary O’Leary and her team before him, have made the 
difference between progress and delay as we work toward getting our projects off 

the ground.

bureaucratic inertia. At every turn since the Ambassador’s arrival, they have 
been ready to listen and lend their support in any way possible. The results have 
been tangible, as I witnessed personally this week.

As part of a group of American compames striving to succeed in the recently 
opened Indian power sector, we are fortunate to have Ambassador Wisner as a 

partner.

cc: Secretary Ron Brown
Secretary Hazel O’Leary
Ambassador Frank Wisner


