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welfare debate pmr’;uses -

stay hot for awhile, as Republicans
ring down the curtain on the 30-year
ran of the American welfare system.

Amid the rhetoric and moralizing,

mere'% one fact about poverty that sel-
d6m gets mentioned: Those who make
Ahe ranks of the poor are changing
Hnuously. The poor may alwaysbe
, brit they’re tibt lecessarily the
r epeople 'from year to year.: -

) understand what that means,

{-be welfare reformers would do

well-¢0.take a look at an importam.
study xhat Bureau‘ne-v -
leased

The'%tﬁd poverty over a

32-mbnth penod'tmm 1990 to 1992, Its
provocative conthusion-is that_ while
there is little ‘charge year to*
the number of Americans Who
poverty, the poverty population is ac-
T the
repdft states, many more _ pegple -
change tus from one yeAr
to the nex{than {is) indicated by\sim™—
ply ‘looking at the net change in: ﬁl&
poverty ratg” ML o N )
The reason this is important isthat _
it makes it possible to distinguish the
long-term poor ‘from the short-term
poor and shape: public policy accard-
ingly. Indeed, if welfare were just -
about lending a temporary helping
hamd to someone who has fallen @own
on hi8 luck; we wouldn’t be embroiléd

* in anbisy national debate abouthow to

fix lt The disagreement among re-
formers isn't about whether, society
has a responsibility to assist those who

are trying to pull themselves up out of .
poverty. The bitter fights are about .

how to help those for whom poverty is
a way of life.:" - 3

The official measures of poverty
aren't of much assistance in identify-
ing the long-term poor. The usual stan-
dard.is to look only at annual income;
if it falls below a certain level the indi-

7 is dubbed “poor.”

A el —— et

little Yanfare.' ~mose with

Bf(ﬁﬁ\le

Such _mea-

/-j/

19?1 vaas much lower: 10'6. million "
rather than 19 million. It further found
that21% of those who were poor in 1990
were not poot the next year. J"
"hlong the way, the study turned up
sore other important data that sug-
how we might best help the poor.
Nofably, it shows there are two almost |
' sure-fire routes out of poverty: educa~ |
hoq ‘and marﬂage Anyone who pos-
| diploma and a
mxrﬁageeerttﬁcate is highly unhkely
to be poorlong. -

Dn eduication, the study found that

4n av month of 1990, 20.8% of
ut high school dlplomas
were podr, compared with only 9.3% of
high schdsl graduates and 5.5% of
thoge with_one or more years of col-
Of the-thronic, poor: (those poor
for every mbnth of 1990 and 1991),9.1%
had Jess than four years of high school,
compared ' with 2.7% with high school
diplémas and 0.9% of those w1th one or
(nore fears of cdlleger-—-

Even more drmatic, mamed peo-
ple were far less likely to be poor than
the unmarried,”a finding that’holds
‘ speclal-import for women and chil-
dren; In an average month of 1930, an
‘astounding 35.2% of people in female-
headed households were poor com-
pared with 7% of those in households
headed’ by married couples. Of the
” chronic poor, only, 1.4% lived in fami-
lies married couples. Given these
figures, it shouldn’t be surprising that
the clearest predictor of whether a
child will iive in poverty is the marital
status.of the child’s parents.

The Census Bureau study offers a
portrait of poverty that is considerably
different from those who make out “the
poor” to be a never-changing group.
Sliding up and down the income scale
is nothing out of the ordinary in a cap-
italist society. The same, incidentally,
holds for what the President likes to
deride ds “the richest Americans.” At

’that_ en d of the scale you may have no-
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-~ For lovers of cities, (
-padget is an epochal e
beyondfmere economic
the most basic questions
‘for. The budget raises,
‘practical way, fundan
about the relation of the
urban poor, and it waves
settled agreement on the ¢
der it has caused such an.
.. 'The budget, critics ch.
and “mean,” its deep cuts
backs of the poor, for whom
astating.” New York; itissa;
traditional gen to !
made it special: according
Times report, “{Mayor Rud.
may have placed in jeopardy 1
the urban largess that has
York and made it the world's ¢

Yet what traditionally mar
magnet to thé poor was thea
held out, not a system of we
for the ‘unproductive, 1iké toc
rapidly expanding economy,
fered entry level jobs of all kin
ample opportunity tomove up
ladder, as high, sometimes, as
Vanderbilt or Russell Sage.
Seizing the Chances

Municipal generosity tradi
sisted of a free school systemt’
children of all descriptions w.
ing, both intellectual and sos
thechances thatthis open, ex)
omy offered. It consisted of :
free college, with demanding ¢
that talented kids without mon
as high as their drive would t:
consisted of parks and libraries
and legal system, that belonget
well as to the rich. It consiste
tangible level, of a spirit of tol
ing to give the poor, whether n
eign born, an opportunity.
largess,- by cultivating the ci
capital, augmented rather thai
the common wealth.

But today’s idea of how .
help the poor—by creating a
treats them as victims to be p
rather than as equal citizens w
chance—does them more

First, it undermines p!
nomic expansiveness that
been cities’ greatest gift to the
happens when New York Cit{

tiohae mmaan ~e emalface -~ 3 s






























































































































































































Although not a required benefit, every state covers prescription drugs in their
Medicaid programs. It is an expensive benefit, however, and there is little doubt that
these drug coverage programs will be vulnerable to major cuts or total
elimination if Medicaid cuts of the magnitude that some Republicans in the
Congress are now considering are enacted. (Thc problem with this budget-driven

strategy is that the short-term savings would be much more than offset by subsequent
cost increases in hospitalization and mental health care.)

Famllles USA Report

The Families USA rcport, " Worthless Promises: Drug Companies Keep Boosting Frices,”
alleges that drug manufacturers have not been living up to their "voluntary” price constraint
pledges. It accurately charges that the manufacturers continue to increase prices faster than
the rate of general inflation for drugs that are sold to retail community pharmacies; as a

result, out-of-pocket drug costs continuec to grow cven more burdensome, particularly for low
INCOMC SCniors.

The study reports that prices of the top 20 drugs used by all Americans increased in
price 4.3 percent in 1993, or 1.6 times the 2.7 percent increase in general inflation (CPI).

It also reports that the prices of the top 20 drugs used by older Americans increased by
4.0 percent in 1993, or L.S times the increase in general inflation.

The Families USA report also examines the profitability of the drug industry. It reports
that from, 1989 through 1993, the median profitabllity of all industries was 2.9 percent,
while drug industry profitability was 1S percent —— S times higher.

Analysis of Families USA Report

1. loflation

The Families USA report chose to tocus on intlation increases solely to retail pharmacists
because they fill about 85 percent of all out-patient prescriptions. However, had the
Families USA analysis surveyed all purchasers, including HMOs, hospitals, mail order
pharmacy, as well as retail pharmacists, it would have reflected price increases roughly
equal to that of the general inflation rate. (In 1994, c.g., the drug manufacturer's intlation
rate was 2.6 percent compared with the 2.7 percent general inflation rate.)

The manufacturer's inflation rate drops when one incorporates the non-retail purchasers
becausc the industry gives these purchasers deep discounts and restrains price increases.
The manufacturers say they give these deals because the non-retailer purchasers —- unlike
the retailers —— move drug product market share, pnmanly through the use of formularies.
The retailers strongly believe they are being victimized by class ot trade discrimination and
have filed a class action suit alleging Robinson-Patman Act anti-competitive violations.
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Regardless of which analytical model is used, there is no question that drug price
inflation has significantly moderated since the days in the late 1980s and early 1990s
when it frequently tripled the general inflation rate. However, since the vast majority of
Amcricans purchase their prescriptions at retail pharmacies, they rightly perceive that the
prices of their medication purchases are continuing to rise above the inflation rate. (This may
help explain why the Families USA report has received such a receptive response.)

2. Profitabflicy

The report's findings on drug protitability appear to be generally accurate. As you know, the
drug manufacturers have always claimed that their high profits are necessary to attract
investment in risky and expensive rescarch. In the face of market pressures (through
managed care, which now represents about 35-40 percent of the total outpatient drug market)
and political pressures (through the Whitc House, David Pryor, Bill Cohen, the media, etc.) to
constrain price increases, the industry has been able to maintain its high profitability for
scveral rcasons. They include:

Slgnificant mergers, which have incrcased efficiency and eliminated duplication;

The growth of managed care and the accompanying centralization of drug
purchasing, which has enabled drug manufacturers to reduce the numbers of
personnel utilized to sell (or “detail”) new drug products; and

Aggressive movement into the generic drug marketptace by the name brand
manufacturers, which has enabled them to benefit from recent generic drug sales
growth and to compensate for fact that many drugs are coming off patent.

Outstanding Questions

1. Inflation Moderation: Short or Long-Term Trend?

The obvious outstanding question relating to drug inflation is whether the recent positive
trends represcnt a short or long-term phenomenon. Largely because the managed care market
is expanding at unprecedented levels, it seems reasonable to assume that a recurrence of the

price escalation the nation experienced in the late 1980s and early 1990s is unlikely —~ at
least for the immediately foreseeable future.

One threat to an inflation moderated era might be an attempt by some in the drug industry to
take uncompetitive actions to confront the current competitive pressures. Some allege that the
seeds of this problem are already being layed with the recent purchases of Pharmacy Benefit
Management (PBM) companies (drug cost/management finns under contract with insurers and
HMOs) by drug manufacturers. The purchase of three of the largest of these PBMs by
Merck, Eli Lilly and Smith Kline means that manufacturers control 63 percent of the PBM
market. The FTC has 1ndicated that it is monitoring this trend very closely.



2. Retail Pharmacy as.a Purchaser: What is their Status and Administration Position?

In the last Congress, in response to concerns raised by the retail pharmacy community, we
incorporated a provision into the Health Security Act that explicitly prohibited class of trade
pricing distinctions. Under HSA, as long as the retailers could prove they were providing the
same ecconomic benefit to the manufacturers that other purchasers were, the manufacturers
would have to provide equal access to discounts. The enforcement stick was that the industry
could not participate in our proposed new Medicare program if a violation was found.

The retail pharmacists strongly supported HSA largely because of the "equal access”
provision; to their credit, though, they stuck with us (and the employer mandate) even in the
worst of times. Predictably, the manufacturers hated this provision and lobbied extremely
hard against it. (As a result, even in the last Congress, there was not a great likelihood that
the provision would have survived even had some version of health reform passed last year.)

In the environment of a more drug manufacturer-friendly Congress and in a session
that is highly unlikely to produce a traditional Medicare prescription drug benefit, the
potential for passing an enforceable "equal access” provision appears to be dubious at
best. In fact, the retail pharmacists may well decide they prefer their fate to be decided
at the State level, in the courts, and through the development of their own competitive
alternatives. (They may prefer this track rather than risk a lopsided defeat in the Congress.)
On the competitive front, the chain drug stores just recently established their own Pharmacy
Benefit Management company. This week we will be meeting with the retail pharmacy

representatives (including Charlie West of NARD) to get a sense of their current position on
this issue,

3. Lack of Adequate Prescription Drug Coverage: What are the Options?

The problem that will not go away is that the millions of low to middle income class
Americans who have little or no prescription drug insurance coverage simply cannot afford
their medications. The HSA provided for a prescription drug benefit in its basic insurance
benefit for all Americans. It also included a Medicare drug benefit for all the elderly and
disabled. However, a required standard benefit package and a $50-79 billion S~year
Mcdicare drug benefit is obviously not a politically or economically viable option at this time.

In response to your interest in this area, we have been working on three alternative drug
coverage options. The first would require all Medicare managed care plans to offer a
drug benefit. The second would create a Federally-funded drug benefit through the
Medicaid program for those who are cligible for the Qualified Medicare Beneficiary (QMB)
program. The third option would provide for a new Federal Matching grant program to
encourage States to set up pharmaceutical assistance programs for low-income
beneficiaries. Attached are some selected pros and cons of each. If you have any
preferences, please let us know.



Option 1:

Option 2:

Option 3:

Require Medicare Managed Care Plans to Offer Drug Benefit

Pros:

Cons:

MNO cost 10 tederal Government.

Would increase from 35 percent to 100 percent the number of managed
care plans that offer prescription drug bencfits.

Provides additional incentive for enroilment into managed care.

A required offering could be perceived as overly regulatory.

Could lcad to adverse sclection of sick people into managed carc plans
and discourage managed care plans from cntering market.

Could be viewed by some advocates as presenting a Hobson's choice to

the elderly: Cbhoosing between keeping access to all doctors and need
to have prescription drug coverage.

Create a Federally Funded Prescription Drug Beneflt through the
Medicaid Program for Qualified Medicare Bene(iciaries (QMBs).

Pros:

Cons:

Would cost substantially less than a full blown Medicare out-patient
program (this option would cost about $9 billion over S years) and
would better target the benefit to those who are most in need.

Would use the established Medicaid program to expand coverage rather
than sct up a new funding/administrative mechanism. '

Although States would not pay for the new drug coverage, they would
likely face increased costs associated with greater use of the rest of the
QMB benefit (because the drug coverage would attract moze people.)
Frequent changes in the eligibility status will make it difficult to
distinguish between those who get the drug benefit because of their dual
cligibility status or their QMB status. (In other words, it could well
create administrative hassles and financing disputes with States.)

Develop a New Federal Matching Grant Program (or State-Run
Pharmaceutical Assistance Programs for the Low Income

Pros:

Cons:

States would have discretion to determine eligibility and coverage.

Questionable that many States would opt to participate in an optional
and potentially expensive new health program.
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BATAZERS THE PRESIDENT HAS SEEN

March 27, 199§
MEMORANDUM FOK 1 HE PKESIDENT
FROM RAHM EMANUEL

SUBJECT. DRUG STRATEGY

Attached please find a proposal for raising the protile of this Administration's war on druys
This memo addresses some of the missing elements in our present druy, strategy.






Partnership, state agencies, €tc.) to recognize successtul anti-drug ettorts in
schools. In fact, 407 schools have been honored to date; 107 of them last year.
Generally, these awards are announced in presented in a White House
ceremony, but no White House ceremony was held last year (June 2nd). The
Deparunent of Educaton is in the process of evaluating schools that have been
nominated or recognition this year, and they anticipate a final announcement 1n

late May or early June I strongly suggest that a White House event be held
this year to honot these schools.

National Family Partnership - The President is the Honorary National

Chairman of the National Family Parmership, a parents group which fights

drug use. The National Family Partnership has a "Red Ribbon Campaign”

where students sign red ribbons pledging not to use drugs. The President coufj] éé' \/
invite this group to Washington and give a major address on drug use. At this

event, the students present could sign red ribbons.

%;*
Auanta Resolution - Mayor Campbell of Atlanta and National Famili€s in \
Acuon (a nauonal drug prevention group) are organizing a major national

conference on drugs to be held on May 14 - May 16. The conference 1s

entitled, "American Cities Against Drugs,” and 1t 1s intended to provide

prominent mayors the opportunity to denounce drug legalization and comnut to

a balanced, mainstream drug policy for the natuon. The Mayors will sign the

"Atlanta Resolution," a statement of policy consistent wath our own Drug ét'.\
Strategy. (A copy of the resolution is attached). The President has been invited

to speak at this meeting and he could also sign the Resolution. This would be

an excellent opportunity for the President to address the i1ssues that face cities

when dealing with drugs and stress both the "police” and "prevention" sides o
our tnme and drug policy.

Dowmestic Drug Enforcement Strategy - We need to decide on a date where
the-President-sould-announce a.Domestic Drug Enforcement Strategy. The

ONDCP, with the help of Treasury, the Office of Drug Policﬁh the Justice
Department, has been working on a comprehensive document outlining our

strateyy to rebut the cnticisms that have prevailed that the Administration is &%:&
not tough enough on drug offenders. Scheduling a Presidential announcement \
would help bring this report to completion and the event would elevate the

President's profile on this issue. Heads of vanous federal law enforcement

bureaus and representatives from state and local law enforcement could
participate.

National DARE Day - Drug Abuse Resistance Educaton (DARE) has &
requested that the White House designate April 20. 1995 DARE Day. A

White House event on April 20th would highlight the Administration’s
accomplishments on community based policing and on fighting drugs.
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UNITED STATES DEPARTMENT OF EDUCATION
NFFICE OF THE CENERAL COUNSEL

March 16, 1995

Timothy Greene, Esq.

Ganeral Coungel

Student Loan Marketing Association
1050 Thomas Jefferson Street, N.W.
Washington, D.C. 20007-3871

Dear Mr. Grecne:

I am vriting in response to your letter of February 3, 199S,
and our ®meating of March 2, 1995, regarding the offset fee owed
by the Student Loan Marketing Association (Sallie Mae) to the

Depertament of Education (Department) under §432(h) (7) of the
Higher Educatien Act of 12965, as amended (HEA), 20 V.s.c. 1087-

2(h) (7). 1In these conmmunicationg, you have guestioned the
initial opinion we sent to you regarding the application or the
offset fee to loans transferred by Sallie Mae to a kusiness
trust,

We appreciate all ef the {nformation you have provided and
have carefully considered vour arguments and views. However, as
explained below, we have concluded that cur 1nitial viaw was
corract and that the offset fae would be owed on loans

, transferred to a buginess trust.

We understand that, under current plans, Sallie Mae intends
to transfer some Oof the logns it holds under the Federal Pamily
Education Loan (FFEL) Program te a wholly owned subsidlary that
will further sell the loans to a business trust for purpcses of
securitization. Ths subsidiary will be a passive shell that ic
being created only for tax and bankruptcy law purpesas. An
eligible lender under the HEA wvill act ae trustee for the trust.
The trust will be capitalized with debt sold to institutional
investors as senior note holders and "equity"¥ certificate
holders. An indenture trustee will protect the sgenior ncte
holders. The "equity® certificate holders are limited partners
in the trust and have certain voting rights, but their return ig
limited to principal and interest and they do not share in any
final profits of the trust. Sallle Mae’s sBubsidiary holds 1% of
the Yequity" certificates and is the general partner of the trust

and Sallie Mae receives the profits upon termination of the
trust.

The detailed deecription ot the proposed cecuritization you
provided makes it clear that Sallie Mae will maintain a
substantial role in regard to the loans inveolved in the
securitization transaction. Sellie Mae or cne of its
subsidiarias will contract with the %rust to service the loane in
exchange for a servicing fee. 1In addition, Sallie Mae’s wholly
ovned subsidiary will own one percent of the "equity"

400 INDEFENDENCE AVE,, $.W. WASHINGTON, D.C. 20202-2110

Our mission i 1o ensure aqual 800 10 aducation 40d 1o prosoots sducations] ¢x22lloace throughow the Metiaa,
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Timothy Grsens, E3q./p. 2

certificates issued by the trust. Sallie Mae‘’s paywment for the
loans will not only include the one percent "equity™ certificate
and a cash payment but will also include deferted purchase price
paymants aecnual o cash flowg of the trust. .Ultimately, Sallie
Mae receives the f£inal profits of +he trust, which iz a
characteristic-of an owner or holder of property.

A8 noted in our letter to you of January 13, 1995, the HEA
uses the term "holder™ in a number of different contexts. The
implications of that term as well as the related term "holds"
used in §439(h) (7) cf the HER depends to & significant =xtent on
the context in which 1t is used. Moreover, as you acknowledged
durjing our meeting, the weaning of the term "holds” in the
context of §439(h) (7) of the HER ig clearly left to the
Secretary’s discretion in implementing the purposes of the
statute. ks we notad in our previous letter, the offset fee is
Clearly intended to raice money for the Federal government, It
wag enactad as part of the omnibus Budget Reconcillation A¢t of
1993 and wvas specifically identified in the law ag a cost saving
previgion that would reduce the budget deficit.l/ The
Secretary has to keep this purpese utmost in mind {n interpreting
the statutcery requirements.

The ultimate igsue is whether the form of Sallie Mae’s
proposed transaction should exempt the affected loans from the
intent of Congress i{n requiring the payment of the offset fes.

.As notad above, Sallie Mae retains a substantial interest in the

activities and profits of the trust that is formally the new
holder of the loans. The general rule is that “a corpcrate
entity may ke disregarded in the interects of convenience,
fairness and equity." Qapital Televhone CO, v, FCC, 498 F.2d
734, 738 (D.c. cir. 1974); Town of Brookline ¥, GOESuch, 667

.2d 215, 221 (ist cir. 1981). The corporate form may not defeat
overriding federal legislative policies. Thomar ¥, Peacgek, 3¢
F.34 4923, 503 (4th Cir. 1594). 1In applying these rules the
federal courts have looked closely at the purpose of the federal
statute to determine whether the statute places importance on the
corporate form. Town of Brogkline, 667 F.2d at 221; Thopas, 39
F.3d at S04. In fact, the courts have not allowed the invocation
of the corporate shield to permit an evasion of legal
obligations. Thopas, 35 F.3d at 504; Alman v, Danin, 801 F.2d 1,

3-4 (1st Cir. 1986); Lowen v, Tower Agget Mamt,, 653 F.Supp.
1542, 1551 (S.D.N.Y., 1587).

consistent with these judicial gquidelines, we have
determined that it is not appropriate to permit Sallie Mae to
evade its legal respensibility to pay the offset fes cn loans e,

d/See Pub.L. 103-66, Omnibus Budget Reconcillation Act cf
1993, Title IV, Subtitle B; 139 ¢ong. Reg¢., H613S5, H6157-~HE15R
(Auqust 5, 1993) (Statement of Rep. Ford).

diun s
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transfers to a trust in which it has an interest. The intent of
§43s(h) (7) of the HEA is to require Sallie Mae to pay a fee to
balance off the costs of the FFEL Prcgram. That purpose would
clearly be fruetrated if sSallie Mae were permitied to avoid the
fee cimply by transferring ioans to a trust while retaining an
interest in the l%ans through the trust.2/ The statute

requires that the fee is paid on any loan that Sallie Mae "holds"
as of a cartain date; it does not indicate that tha fee would
only apply to loans held by Sallie Maa in a certain esrporate
form. It is clearly inegquitable to peramit sSallie Mae to avoid
its statutory reeponsibility merely by creanting a business
structure that only =eems to remove Sallie Mae‘’s direct contact

with thae leans.l/ In fact, it is inconsistent with the
gtatutory scheme to allow Sallie Maes tO upse fundes ¢to which the
Secretary is entitled to pay the costs associated with its

privatization efforts.

Contrary t9 the legali opinion prepared by skadden, Arps,
Slate, Meagher & Flom on your behalf, our interpretation of
§439(h) (7) of the HEA is not limited by the Department’s
traditional interpretation of the term "holder" in the FFEL
Program. A& an initial matter, we nota that Congress used the
terr "holds*" and not "holder®" in §439(h) (7) and that the two
terms are not necessarily synonymous. More importantly, however,
the term "holds" has t¢ be interpreted within the contaxt of

§435(h) (7) of the HER and Congressional intent in enacting that
provision.4/ That intent would not be served by an

2/The securitization alse would limit the Secretary’s
statutory authority to ensure that Sallle Mae fulfills its role
ag a lender-of-last-resgort. 8ection 439(h) (7) (B) of the HEA
permits the Secretary to increase the ocffset fee to 1.0 percent
if Sallie Mae substantially fails to comply with its lender-of-
last-resort cbligatione. We do not belleve that congress
intended to permit Sallii= Mae tO escape ite pregrammatic
obligations merely by tranaferring its loan portfolic to & trust.

3/It is also instructive that the proposal indicates that
Sallie Mac expects the transaction to be invisible to the
borrowers whogse loans it sells to the trust. The plan clearly
contemplates that Sallie Mae will continuc to service the loans
thus avoiding the requirement to notify thé¢ borrawers of the
transactions under §428(b) (2) (F) of the HEA.

4/As noted in our earlier letter, the Department’s analyeis
is similar te that used by the Internal Revenue Service (IRS) in
determining whether to tax income of a trust to a granter or
other person who ratains certain powers over or interest in the
trust or its asgets. 26 C.F.R. 1.671~1. We did not intenda to
guggest, as Skadden, Arps claims, that the IRS would treat this

(continued...)
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CONGRESSMAN DICK ARMEY
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Congress of the Enited States
Dousr of Xepresentatives * 5 [ -

lashimgron, D 20515-6502

ATTACHeD
Apnl 5, 1995
TO: Staff Directors ;a\
FROM: Ginn) Thomas, 5-6800 (’
RE: Attached letter to President on oversight "concerns”

Attached is a draft letter we are seeking '‘Chairman signaturea” on.

Wae want to get actual signatures TOMORROW but send/reieasa the
letter as 1t is dated -- NEXT week) The purposs of the (etter s to lay the
groundwork for a numbar of govermnment-wide matters involving our ability
to conduct legitimate oversight of the Executive branch. We solicit your
help in editing this letter and making it pertinent or relevant to your
committee’s activities. |t was drafted with the assistance of 3 committees
so far.

Wouid you take a moment of you BUSY time and:

* 1. Provide me with any suggested edits by cab today and a
decision on whether your Chairman would sigh this or not.

4 We are seeking any additional paragraphs on items or
activities known to you that fall within this larger theme.

* 2. Tell us whether you think It would be useful or appropriate to
include subcommiitee chairmen on this iatter.

all me or Cindy Herrle asap at S-8600 or fax edits to 6-1116. Thapk.ygu
for your attention to this broader issus when you are each 80 busy.

— Eia—1
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Apni 11, 1985 2
——————

The President
The Whie House
Washington, 0.C. 20500

Dear Mr. President:

We are wriling to express our disastisfaction over the handling of the legitimate
irquiries end oversight by members of Congrass and oversignt requests generatad by
the Committees we chair in the U.S. House of Representstives. Althaugh you have
repestadly promised that this would be the moat open Administiration in hiatory and that
you intended “to look beyond partiaanship in bringing togather public servants to help

guide our nation.” those 1deals have not been resiized in responding to congressional
Inauines. 1N fact the IBNAAN AABFAtAA Arr et e Rl srmeir Ademiairtretme cme- o e



; e oo s PMUCS OVEF SUbstance and
04-05/95 WED 14:31 FAX __ . .o at umes.

Mr President, we ure committed to changing the way the U.S. Govermnment
operates. Wa believe this inciudas analyzing the existing programs. rules and
regulations to detarmine whether tha status quo ts working effectively or whether
change is warranted., Unfortunately, your Adrministzation hes, tme snd again, refuced
to comolemly and opanly respond to the iInquiries NneceRAary to mske thst
determination. Moreover, the Adminisiration eppears to have repeatedly used the civil
service end taxpayers' doilars to conduct inappropnats political activity. The fallowmg
illustrative exampies provide the baswa for our concam:

A. U.8. Department of Labor

Articles .n Tha Wasntinaton Post and Tha YWashington Times suggest tha! L sbor
Secretary Robert Reich inappropristely politicized Department of Labor atafl. Momaover,
when asked to respond to a speciic request canceming thia marter from Joaint
Economic Committea Chairman, Connie Mack, the Secretary falled to discicsse the
relevant documents In tact. Secretary Reioh aenied that there was sny polltical activity
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ocxuming under the direction of the “Central Oversight Group*' and further stated that
“"there 18 no actual memarandum on this subject nor any mamorandum providing
‘politicei gireclion' to the Buraau of Labor Statstics.”

The Commissionar of the Bureau of Labor Statistics, however, sent Rep. Jim
Saxton, the Vice-Chairman of the Joint Econamic Commstse. a copy of a January 3.
1968, Central Oversight Group rremorandum, antitied “Assignments to Oversight
Team*” that detailed vancus paitical information-gethanng snd writing assignments.
Furtheonare, the avigdencs indicstes that other docurre ta may exist and that various
Deparimant of Laber crvil servanta were asked to work on inappropnate political
activities. We bellave thoee actions indicate a dlaregard for an open and honest
aiationanp betueen Congress and the Department of Labor.

8. Enviroswnental Protection Agency

Yst anothar instance involves a request by the Gubcomrwnittee on National
Economic Growth, Natural Resources, and Regulatory Affairs of the Comimnittee on
Government Reform and Ovenuight ((the Subcommitima®). The Subcommittee received
evidence of possible violations of the criminal anti-4obbying lews by Environmental
Protecton Agency ("EPA") officials. Subcommiften staff first tried to obtain information
from EPA through irfarme! requests. \When that sffort failed, the Subcommittee
Chairman sent a farmal requost far information to the EPA Administrator, Caral
Brownes. Me. Browner ashed for and was granted additional time to provide the
Information, but the resufting letter was wholly inadequate, non-responsive and
contained argumants why EPA need not provide the informetion requasted.
Subcommittee Chairman David Mc!ntosh and Ranking Member Caolln Psterson then
sem tha Administrator a joint letter demanding completas responaes to all of the
Subcommittee's pravious requests for information. Since then, EPA hss provided a tiny
fraction of the documents the Subcommittse requeatad but hes cisimed publicly that its
production was thorough and complete. Moreover, EPA admits that it might ask the
President to invoke executive privilege to prevent the Subcommittas from looking at
some of the documents. Recently, EPA officials said that they do not know if EPA will
answer aome of the requests for information and do not know when they might be in a

Tha “Contral Ovaraight Group" was a political yroup :nside
the Departmant of Labor netabliahed by Secretary Reich to
"courdinate the doparLment's response to an expeactad outbreak of
congreasional hearinge on a wide range of departiranctal programs.”
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position to make that decision. As the Subcommittee Chairman and Ranking Member
wrote on March 21, 1885, "EPA simply cannot pick and choose which of the
Subcommittee's requests for information it will honor and which it will reject.”

C. U.S. Department of the Treasury

Another case involves H.Res. 80 passed by the House of Representatives on
March 1, 1985, requesting documents conceming the Mexican financial crisis. Rather
than providing the documents and information within the 14 days specified in the
Resolution, the Administration allowed the deadiine to pass without acknowledgment by
the White House or the Department of the Treasury. The Administration then notified
the House of Representatives that it wouid not be in full compliance until May 15, 1995.
This date was moved up to April 6, 1995 only after protests by Chairman Spencer
Bachus aof the Oversight Subcommittee of the House Banking Committee. it was
particularty disconcerting to read press accounts of the documents that had not been
supplied to the House of Representatives but had been requested under H.Res. 80.

D. The White House

We are also concerned with the Administration’s repeated and unpracadented
attempts to usurp congressional power and prerogative in formulating public policy.
With the issuance of the striker reptacement executive order and {any other examples
of executive arders or new regulatory activity 7] other executive orders, we are
concerned with the possibility of a concerted effort by the Administration to circumvent
the Congress and its dellberative process by unilaterally enacting Executive branch
policy. in each instance, the Administration's efforts touched upon an issue or an area
of the law that the Congress had previousiy dectined to address or act upon. Although
we certainly appreclate the Administration's desire to implement its policy agenda, we
believe that the constitutional safeguards provided by the constitutionaily mandated
separation of powers and the speclfic delineation of power between the Executive and
Legislative branches demand greater restraint and moderation by the Administration in
the use of Presidential fiat.

E. Department of Heaith and Human Services

The Department of Health and Human Services' Administration for Children and
Familles ("HHS") has been preparing and distributing reports to fight the Republican
welfare bill. A notice of these reports was faxed to opponents of the legisiation
indicating that the reports may be picked up at HHS. |n testimony to the House
Appropriations Subcommittee on Treasury, Postal Service, the Assistant Secretary at
HHS for this office, Mary Jo Bane, admitted to Representative Emest Istook that HHS

2
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routinely attends and even participates in outside coalition meeting with groups who
actively lobby against the Republican Contract with America. \We believe this
politicalization of the civil service at HHS is inappropriate and ralses other questions
about improper official activities at taxpayer expense.

F. National Head Start Association

A mailing and memorandum recently circulated by the National Head Start
Association ("NHSA") is ancther example of how a government program is enlisting
bureaucratic ranks to lobby on its behalf. Although in theory a private, nonprofit
organization, the NHSA in fact receives a majority of its funds through federal tax
dollars (L.8., dues and fees paid by its federally funded Hesd Start membership). When
proposais began to surface earlier this year to biock grant Head Start funds to states as
part of welfara reform, the NHSA launched an effort to mobilize “grassroots” opposition
among Head Start centers in the states. The result is that the lobbying now occurring
on beheif of Head Start is being subsidized by the taxpayers, the very taxpayers that
pay for the program itseif. Lobbying efforts that utilize taxpeyers' doilars are absolutely

improper.
G. Department of Houalng & Urban Deveiopment

A similar misuse of federal funds for lobbying purposes occurred with the
Oeparntment of Housing and Urban Development ("HUD"). Claiming that Congressional
budget cuts would "dramatically expand America's underclass” and would lead to
Increased “homelessness” and “substandard housing," Secretary Cisneros called on
various organizations to rally against the Republican plan. These meetings occurred in
New York City, Detroit and Atlanta. The use of federal funds to invoke scare tactics is
improper and should not be tolerated.

We believe that this Congress has been charged with the duty of streamlining
the federal government, tightening the federal purse strings and holding executive
branch officials accountable for their official activities with taxpayer dollars. In order to
achieve these goals, we must be able to conduct meaningful, traditional and
constitutionally-sanctioned congressional oversight activities. Cocoperation fram your
Administration is vital. Accordingly, we respectfully request that you insist that the
members of your Administration respond fully and promptly to congressionai inguiries,
provide requestsd documents in a complete and timely manner, and bs forthnight in
furnishing information.
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Sincerely,

[Proposed signatories - House Chairmen of committees, Subcommittee
chairmen or not?]






















































































