
1



t

kx* 

America’s
Achilles’ Heel

Richard A. Falkenrath, 
Robert D. Newman, and 
Bradley A. Thayer

NUC
Chej 
Covi

%/ 10/^g

SuO-T-v J tzkxCL-e t

 



America's 

Achilles' Heel 

Nuclear, Biological, and 

Chemical Terrorism and 

Covert Attack 

Richard A. Falkenrath, 

Robert D. Newman, and 

Bradley A. Thayer 



1tional Affairs 

lt 

I, stored in a retrieval 

tronic. electrostatic, 

therwise-without 

and International 

IA 02138. 

ata 

" and covert attack / 
A. Thayer.
ty)

ewman, Robert D., 
'S. 

usetts 

98-17401 
err 

ihl, 
iseases. 
llon, 
icrons long. 

Contents 

List of Boxes 

List of Figures 

List of Tables 

List of Recommendations 

About the Authors 

Preface 

Introduction 

Chapter 1 

Chapter 2 

Chapter 3 

Chapter 4 

Chapter 5 

Chapter6 

Acronyms 

Index 

The Covert NBC Threat in Historical Perspective 

NBC Acquisition and Covert Delivery: Technical 

Possibilities and Technical Constraints 

The Threat of Nuclear, Biological, or Chemical 

Attack by Non-State Actors 

The Threat of Nuclear, Biological, or Chemical 

Attack by States 

Recommendations: An Agenda for the American 

Government 

Conclusion 

About the Robert and Renee Seifer Center for 

Science and International Affairs 

vii 

ix 

xi 

xiii 

xv 

xvii 

1 

27 

97 

167 

217 

261 

337 

341 

345 

356 



Recommendations

Recommendation 1 Establish an NBC Response Center 276

277Recommendation 2

282Recommendation 3

285Recommendation 4

287Recommendation 5

Enhance Epidemiological Surveillance 291Recommendation 6

296Recommendation 7

302Build State and Local CapabilitiesRecommendation 8

308Recommendation 9

314

320

323

325Recommendation 13 Strengthen Declaratory Policy and Law

Reform and Reinvigorate the U.S. 
Intelligence Community

Improve Capability for Post-attack
Attribution

Improve International Intelligence
Cooperation

Improve Detection of Small-scale NBC 
Weapons Programs

Recommendation 10 Make Response to Domestic NBC Attacks a 
Core U.S. Military Mission

Recommendation 12 Secure Nuclear Weapons and Fissile 
Material

Recommendation 11 Improve Federal, State, and Local
Cooperation for NBC Response

Enhance Specialized Federal Response
Resources

Rationalize Departmental Responsibilities 
and Government Organization for NBC 
Response



THE DIRECTOR 8 • <o-q<g

August 7, 1998

IDENTMEMORANDUM FOR THE P

FROM:

Appropriations UpdateSUBJECT:

on

Overall discretionary spending is $9 billion below your request. In addition, most of the bills 
have objectionable language provisions attached to them. These provisions include such issues as 
environmental riders, a ban on census sampling, a ban on national education testing, and a 
provision that would require congressional approval before the President can initiate offensive 
military operations. Of the thirteen bills, your senior advisers have recommended that you veto 
seven due to inadequate funding or objectionable language. Our strategy is to resolve the bills 
with less significant problems shortly after Congress returns in September. There are between 

five to six bills that we believe fit into this category.

We expect the remaining six to seven bills to be consolidated into an omnibus appropriations bill 
at the end of the session. We plan to work with the Congress to identify offsets to finance some 
of the initiatives in the Budget. In addition, we will need to get agreement with the leadership 
emergency funding. The Senate has approved over $5.6 billion of emergency funding for 
programs that we support (Y2K, Bosnia, and agriculture disaster funding). The House has not 

approved any of this funding.

Jacob J. Lew
Director

While it has been a busy month for appropriations actions, none of the thirteen bills will be 
presented to you prior to or during the August recess. Congress has left itself much to do when it 
returns, and many of the bills pose serious concerns. We have made veto threats for seven of the 
thirteen appropriations bills (including seven of the House versions of the bills and three of the 

Senate versions).

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503

\

Of the thirteen bills, the House has passed eleven, the Senate has passed eight. Only one bill, 
Military Construction, has had conference action. The House approved the conference report, 
and the Senate is expected to take it up when they return on September 1. The House and Senate 
have passed seven other bills, and conference action is expected in September. These bills 
include: Agriculture/Rural Development, Commerce/Justice/State, Energy/Water Development. 
Defense, Legislative Branch, Transportation, and VA/HUD/Independent Agencies. Finally, the 
House has passed three additional bills (Interior, Treasury/Postal, and the District of Columbia).

THE PRESIDENT HAS SEEN

C O N
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Corporation (LSC) is funded at $250 million in the House, $90 million below the request, 
$300 million in the Senate, $40 million below request. In addition, inadequate funding is

Your senior advisors recommend veto on the House bill due to the Skaggs’ amendment.

<0/2

Your senior advisors recommend veto of the House version of the bill due to inadequate 
funding of priority programs and objectionable Census language provisions.

Commerce/Justice/State. The Senate passed the bill overwhelmingly (99-0), while the House 
bill passed by narrow margin (225-203). Both bills are about $1 billion below your request, 
although they are about $2 billion (+6%) more than the 1998 enacted level. The Legal Services 
Corporation (LSC) is funded at $250 million in the House, $90 million below the request, and 

Seven bills currently have veto threats attached to either the House or Senate versions of the bills 

or possible pending amendments.

Your senior advisors will recommend veto due to inadequate funding for IMF (House), 
NIS (House and Senate), and the Global Environmental Facility (House and Senate), and 
a number of objectionable language provisions. (Neither threat has been released 

publicly.)

Foreign Operations. Both the House and the Senate bills provide $12.8 billion for all programs 
excluding the IMF, $1.2 billion below the request, and $.4 billion below FY 1998. The House 
bill includes only $3.4 billion for the IMF, while the Senate bill provides the full $17.9 billion. 
The Newly Independent States (NIS) program is funded at $590 million in the House bill, $332 
million below your request. The Senate bill provides $740 million. The House Subcommittee 
marked up the bill July 15. House Full Committee mark-up was delayed pending resolution of 
disputes within the majority leadership about IMF funding.

Interior. Both the House and Senate bills provide funding that is about $600 million below your 
request. Funding is not provided for the Millennium Initiative in the House bill, and the Senate 
bill provides $13 million of the $50 million requested. Funding for the National Endowment for

Defense. Both the House and Senate passed Defense appropriation bills by large margins. 
Aggregate funding levels in both the House and Senate Committee bills are slightly below your 
request. The House version does not include your $1.9 billion emergency request for Bosnia. 
The Senate includes the emergency Bosnia funding, but Chairman Stevens may insist that we 
agree to increase overall Defense spending in return for getting conference approval of the 
Bosnia funding. The House bill contains Representative Skaggs’ language that prohibits 
offensive military operations unless approved in advance by Congress.

Summary of Veto Threats and Bills Likely to Be Completed in Omnibus Appropriations 

Bill:

c
' provided for Small Business Administration, the Equal Employment Opportunity Commission, 

and technology investments. The House bill includes objectionable language on the decennial 
^census that would limit spending for the census after March 31, 1999 and require that you 

request the release of the necessary additional funds.

V
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House Floor action was postponed until September when the majority leadership could not find 
the votes to pass their bill. Republican moderates are seeking more funding for LIHEAP and 
Summer Youth, and less restrictive family planning language (no parental notification 
requirement). Senate action is expected in September.

The House bill also includes objectionable language riders on national testing, abortion, needle 

exchanges, family planning, and the Teamsters election.

Your senior advisors recommend veto of both the House and Senate bills due to 
inadequate funding of priority programs, including Climate Change, and the 

environmental riders.

Labor/HHS/Education. The House bill has a Presidential veto threat due to very serious 

funding and language issues.

Ahe Arts in the House and Senate bills is at roughly the FY 1998 level, although it is below your 
'^request. Funding for Energy Conservation is significantly below your request and slightly above 

FY 1998 enacted. Both the House and Senate bills include numerous objectionable 
environmental riders. The House passed this bill, and the Senate Full Committee reported the 
biTl in late June.

Labor/HHS/Education. The total funding level provided by the House Committee was $1.2 
billion above the FY 1998 enacted level, but $2.7 billion below your Budget request. The Child 
Care Initiative, funded at $655 million in your request, would receive only $165 million. For 

\ Education programs, the House provided full funding (at your request level) for the Charter 
Schools program, but did not provide. fiindffigTbr^heJducation Opportunity Zones. Teacher 
Recruitment, and the High Hopes programs. A few Health programs, including the Ryan White 
AJDS TreatmehfGranFs, the National Institutes of Health, and the Substance Abuse Block Grant, 
are funded at levels above the request. Job training programs are underfunded, including no 
flindm^-far. Summer Youth and Youth Opportunities. The Low Income Home Energy 
Assistance Program (LIHEAP) is terminated. Civil Rights programs for Education and Labor are 

also cut.

VA/HUD/Independent Agencies. The Senate passed VA/HUD by voice vote. The House 
passed the bill (259-164). The House bill terminates National Service, while the Senate bill 
funds it at the FY 1998 level. Both the House and the Senate provide funding above your request 
forthe Veterans Administration, including medical care, medical research, and construction 
programs. Funding at or above the requested level is also provided the Community Development 
Block Grant program, HOPE VI, and Indian Housing, but there are deep cuts in housing 
vouchers and cuts in housing programs and for AIDS victims. For EP A, both the House and 
Senate provided funding below the requested level for EPA’s operating program, Superfund, the 
Climate Change Technology Initiative, and Boston Harbor. Both bills include objectionable 
language provisions, including a prohibition on Kyoto Protocol Implementation.

THE PRESIDENT HAS SEEN
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Your senior advisors would recommend veto over the three House language provisions.

Summary of Bills We Expect To Be Resolved:

Legislative Branch. The House and Senate passed bills include slight increases over FY 1998

Because of their desire to make progress on some appropriations bills and to resolve as much as 
possible outside of the omnibus appropriations bill, we believe that Congress will 'pass bills that 
address remaining concerns in the following bills in such a way that they can be passed by both 
houses and signed by you. We have extended overtures to both the appropriators and the 
leadership to try and work together to resolve issues in these bills.

Energy and Water. Both the House and Senate passed bills in mid-June. Conference action 
was delayed when the House insisted that no funding be provided for TVA non-power programs 
or for Chairman Steven’s new $20 million Denali economic development commission. The 
House and Senate bills fund many Energy and Interior programs below the request in order to 
provide funding for the Army Corps of Engineers at 24 percent and 18 percent above the request, 
respectively. Solar and renewable energy and other climate change programs are frozen at FY
1998 levels in the House bill, far below our request.

District of Columbia. Both the House-passed and Senate committee bills provide a funding 
level close to that requested in your Budget. The House and Senate provided funding at the 
requested level for the D.C. Corrections Trustee and prison construction. The House didnot 
provide any of the $75 million request for economic developmentand management-reforms of 
the.District—Both the House and the Senate substitute infrastructure spending for our request to 
capitalize the locally chartered National Capital Revitalization Corporation. The Senate also 
provided our $25 million request for management reforms. Both the House and Senate provide 
funding that can be used for the Metro station improvements associated with the new Convention 
Center. The House bill includes three objectionable provisions, which would provide for the use 
of private school vouchers in D.C, prohibit adoption by couples not married or related by blood, 
and prohibit Federal and local funding of needle exchange programs.

As. /.

Agriculture. Both the House and Senate have completed action on the bill. Conference action 
was delayed due to concerns by the Ways and Means Committee over a provision in the Senate 
bill that authorized an assessment on tobacco companies to pay for increases in the food safety 
program and the House Agriculture authorizing committee regarding the emergency funding 
included in the Senate bill to help farmers affected by natural disasters and low prices. The 
House bill includes an objectionable provision that would prohibit FDA from using funds for the 

i. testing, development or approval of an drug for the chemical inducement of abortion. Both the 
\ j I House and Senate bills reduce funding from your requested levels for the Women, Infants, and 

I Children program, USDA’s and FDA’s food safety programs, the tobacco initiative, and USDA's 
1 Clean Water Activities.

*• i /

Your senior advisors recommend veto of the House bill due to under funding of key 
priorities and problematic language.

%



Both the House and the Senate passed their bills by wide margins, 391-25 and 90-1, respectively.

Tbbasury/General Government. The House passed the bill, 218-203. The open rule under 
which House Floor consideration occurred allowed a number of provisions to be struck on a

Military Construction. The Conference report totals $8.44 billion, $31 million below the 
Senate bill. $216 million more than the House bill, $666 million above the request, but $740 
million below FY 1998. Both Military Construction and Family Housing are funded at levels 
greater than you requested. The Conference Report funds 132 unrequested projects, 36 of which 
are not in the Future Years Defense Program. The House passed the Conference Report 417-1, 
and the Senate is expected to pass it in early September.

(1.4 percent and 3 percent, respectively). The Senate bill includes funding for the establishment 
of a Trade Deficit Review Commission.

The Senate full committee reported a bill that includes a provision to provide the 3.6 percent pay 
raise for Federal employees and a $3.25 billion Y2K. emergency contingency fund. In an effort 
to convince the House to go along with this approach, we are considering a request to send up a 
budget amendment that would fund Y2K expenses consistent with the allowance for such 

funding included in your February budget.

point of order, including the $2.25 billion Y2K emergency contingency fund, the FEC term 
limits for certain officials, and the language authorizing a 3.1 percent pay raise for Federal 
employees. Both the House and the Senate provide amounts less than requested for the IRS with 
most of the cuts from the IRS computer modernization activities. $527 million is provided in the 
House bill and $508 million is provided in the Senate bill for funding for unrequested Federal 

courthouses

Transportation. The House and the Senate bills provide for increases over the FY 1998 level 
for transportation programs, with the House slightly below your request and the Senate level 
slightly higher. Both the House and Senate provide less funding than requested for Amtrak, the 
Federal Aviation Administration, the Coast Guard, and the Office of the Secretary. Both bills 
provide higher than requested funding for the Federal Highway Administration and Federal 

Transit Administration.

\
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August 8, 1998

SIDENTMEMORANDUM FOR TH

SEAN MALONEYFROM:

SUBJECT:
J) /Lcx-Ol 5, I
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“you’re onto it” and Sen. Bennett is leading a special Senate committee \ith his usual

allowing him to travel with you to Atlanta ^md Florida; further to your conversation about
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THE WHITE HOUSE

WASH INGTON

Sid; argues 
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energy; “But it will be, as the Duke said of Waterloo, 'a close run thing;”’ (2) Note from 

Rep. DeFazio - sends a belated note of thanks for your visit to Thurston High in 
Springfield\also thanks you for including the National Guard Armory relocation in next 
year’s budget,^) Note from Rep. Deutsch - thanks you for your friendship and for

THE PRESIDENT HAS SEEN 
b -) o * T g

Congressional Correspondence forwarded by Janet Murguia - (1) Letter from Sen. 

Moynihan - says “Well done” on the Y2K event; “I think we’re in time - just;” says

(A)

* z eco fvAy PO1
y fun

says has less impact and works more muscles; M) Note from Rep. Hutchinson - thanks 
you for your encouraging note following his mother’s death; bis mother often reminisced 
about her trip to Washington for >Ks swearing in; a highlight of that trip was the time she 
spent with you in the Oval Office; (^Letter from Rep. Snyder - thanks you for 
bringing the “Big Bird” to Little Rock Air Force Base; thought the time went very well; 
sometimes worries that your current job is too isolating for a country boy used to the 
open spaces of Arkansas; says, “I hope you know I have great respect for the work that 
you’ve done for our country and for the person that you are. While you and I were never 
close friends in Arkansas during our one legislative session together, I hope you know I 
consider you a friend and ... I worry that the bastards might be getting you down. Hang 

in there, Mr. President, and please call if I can be of help.”

an i Fn la C ~ p I oe-od T 1 C i C O S /

ec0 Gu-clh A-

ngfield\also thanks you tor including the National uuara Armory relocation in m 
’s budget,^) Note from Rep. Deutsch - thanks you for your friendship and for

allowing him to travel with you to Atlanta qnd Honda; turther to your conversation ai 
the Stairmaster, he forwards a brochure (attached) on a cross training machine that he



August 8, 1998

SIDENTMEMORANDUM FOR TH

SEAN MALONEYFROM:

Recent Infonnation ItemsSUBJECT:

We are forwarding the following recent infonnation items:

<9

special Senate committeeTyith 
aterloo, 'a close run thing;”’\2

his sw< 
e; W

)

—

NYT/Andrew Sullivan Op-Ed forwarded by Richard Socarides -- looks at the recent 
debate over gay/lesbian issues and the Right’s rhetoric of finding a “cure."

Sid Blumenthal Memo on the Economic Message - interesting memo from Sid; argues 
that merely pointing back to the accomplishments of the '93 and '97 budgets may convey 
an impression of current passivity; says you must make clear that management of the new 
economy is a day-to-day matter, one that you grasp and that underlies your current 
policies; you should present the Republicans’ obstructionism as a threat to the economic 
future (z.e., they don’t understand the new economy); Sid attaches some poll numbers 
indicating that the economy remains the central political question; please see Sid’s memo.

THE WHITE HOUSE

WASH INGTON

allowing him to travel with you to Atlanta qnd Florida; birther to your conversation about 
the Stairmaster, he forwards a brochure (attached) on a cross training machine that he 
says has less impact and works more muscles; Kf) Note from Rep. Hutchinson — thanks 
you for your encouraging note following his mother’s death; his mother often reminisced 
about her trip to Washington for nis swearing in; a highlight of that trip was the time she 
spent with you in the Oval Office; (\j^l.etter from Rep. Snyder — thanks you for 

bringing the “Big Bird” to Little Rock Air Force Base; thought the time went very well; 
sometimes worries that your current job is too isolating for a country boy used to the 
open spaces of Arkansas; says, “I hope you know I have great respect for the work that 
you’ve done for our country and for the person that you are. While you and I were never 
close friends in Arkansas during our one legislative session together, I hope you know I 
consider you a friend and ... I worry that the bastards might be getting you down. Hang 
in there, Mr. President, and please call if I can be of help.”
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THE WHITE HOUSE

WASH INGTON fyA hug 5 pmb:43

July 31, 1998

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT: CONGRESSIONAL CORRESPONDENCE

1)

2)

3)

4)

5) Rep. Vic Snyder (D-AR), thanking you for your July 
18 visit to Little Rock, Arkansas, and expressing 
his support.

Sen. Daniel Patrick Moynihan (D-NY), concerning 
the Year 2000 computer issue;

Rep. Asa Hutchinson (R-AR), thanking you for your 
condolence letter upon the death of his mother; 
and.

Rep. Peter Deutsch (D-FL), thanking you for 
allowing him to travel with you on your July 9 
trip to Atlanta and Florida;

Rep. Peter A. DeFazio (D-OR), thanking you for 
your June 13 visit to Thurston High School in 
Springfield, Oregon;

- .

B-.o- T*

Attached for your review are letters from the following 
Members of Congress:

JANET MURGUIaY^

CoS

O’ A r Cj

Co



July 15, 1998

Dear Mr. President:

Respectfully,

Enclosure

The President
The White House 
Washington, DC 20500

No matter. You’re onto it and so to an extent are we up here. Bob 
Bennett is leading a special committee with his usual energy. We had a good 
hearing in Manhattan just last week. Steve Hom in the House is remarkable. 
But it will be, as the Duke said of Waterloo, “a close run thing.”

Well done yesterday on the Year 2000 issue. I think we are in time. 
Just. I first learned about this from New York financial circles in late 1995. 
I was skeptical but asked the Congressional Research Service for a study. 
Which confirmed the doomsayers. I wrote you about this just two years ago 
saying, “I hope this letter reaches you.” Obviously it did not, but four months 
later I got a response from Frank Raines which was equivocal at best.
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HOUSE OF REPRESENTATIVES

WASHINGTON, D C 20515

Peter DeFazio

Fourth District 

Oregon
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Peter Deutsch

2oth District, Florida
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Congress of the United States 

House of Representatives 

Washington, D. C. 20515
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Provides benefits of weight-bearing exercise with virtually no impact to joints.

■ 20 Resistance Levels

Creates an efficient use of floor space and easy rear access on and off the machine.

■ Belt Drive System Ensures reliable, quiet and trouble-free use.

Provides conveniences that today's members want.

■ Built-in Wheels Make it easy to move.

■ Brake Button 

■ Side Hand Rails Give user added balance and safety.

■ Wide, Safety Rimmed Pedals Provide users of all sizes a greater variety of foot positions.

■ Manager's & Service Menu

■ BI I

'B 1

■ Exclusive Interactive 
Heart Rate Programs

■ Large 16-Character 
Message Center

■ Small Footprint/
Large Rear Platform

Provides user with familiar Life Fitness console that's easy to use, easy to read, and easy 
to program.

Adds interesting variety to exercise. Forward motion targets quadriceps and gluteals; 
backward motion targets hamstrings and calves.

Automatically adjust resistance to keep user at target heart rate. Prevents over-training, 
under-training, and burnout.

Allow for smaller resistance increments between levels, enabling users to realize 
faster improvements.

Brings machine to smooth safe stop, allows easy change in forward/reverse direction, 
and provides stable platform for entry.

■ Built-in Accessory Tray & 

Instructional Placard/
Reading Rack

a Smooth, Fluid, Virtually 
No-impact Motion

Measures heart rate through patented digital processing nearly as accurately as an EKG. 
Takes the guesswork out of exercise. (Lower Body Cross-Trainer features telemetry only.)

Gives staff ability to monitor hourly usage, set maximum workout time, and troubleshoot 
potential maintenance needs.

■ Lifepulse1 Heart Rate 

Sensors and Polar® 
Telemetry

■ Forward/Backward 
Pedal Motion

For more information, 
or for the authorized 
Life Fitness dealer nearest 
you, call 1-800-634-8637.

Rely on it."
© 1997 Life Fitness, a division of Brunswick Corporation. All rights reserved. Life Fitness and Lifepulse are registered trademarks and RELY ON IT is a trademark of Brunswick Corporation. CT 044 97/2a

Product Specifications for
Total & Lower Body Systems:

Dimensions: 761 x 28"W x 70"H
(193cm x 71,12cm x 177,8cm)

Weight: 365 lbs (166 kg)
Construction: Welded steel frame
Power: Standard 120 volt, 15 amp circuit, daisy chain up to 

10 units on one outlet (220/240 volt 16 amp available)
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July 21, 1998

Dear Mr. President:

With kind regards.

Skiierely,

AH:dll

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

Conaresfi of the Slnitpb States 

Sponge of MeprrsentatibfS

Asa Hutchinson
Member of Congress

Asa Hutchinson
Member of Congress 

Third District Arkansas

Thanks for your encouraging note on my mother's death. The support 
of friends across Arkansas has been a source of strength for the Hutchinson 
family and your message was particularly uplifting.

Mother often reminisced about her trip to Washington last year during 
my Swearing In Ceremony. In addition to the ceremony, another highlight of 
her visit was the time spent with you in the Oval Office. I appreciate the time 
that you spent with her.
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August 8, 19°8

MEMORANDUM FOR TH SIDENT

SEAN MALONEYFROM:

Recent Information ItemsSUBJECT:

We are forwarding the following recent information items:

>

I a-V? •

THE WHITE HOUSE

WASH INGTON

Sid Blumenthal Memo on the Economic Message -- interesting memo from Sid; argues 
that merely pointing back to the accomplishments of the '93 and '97 budgets may convey 
an impression of current passivity; says you must make clear that management of the new 
economy is a day-to-day matter, one that you grasp and that underlies your current 
policies; you should present the Republicans’ obstructionism as a threat to the economic 
future (z.e., they don’t understand the new economy); Sid attaches some poll numbers 
indicating that the economy remains the central political question; please see Sid's memo.
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MEMORANDUM FOR THE PRESIDENT

CC:

FROM:

SUBJECT:

1.

2.

ERSKINE BOWLES

GENE SPERLING

Two years ago, the principal challenge politically was to receive credit for the economic 
program. Now, the challenge involves more than claiming credit for having put in place an 
economic program through the 1993 and 1997 budgets. Just a short time ago. being 
acknowledged for this accomplishment was hard to force and making the case seemed novel. But 
the situation has changed.

The President is able to act day to day because he understands the new economy. This 
argument does not suggest that the laws of economics have been repealed and that utopia

The President must make clear that the management of the economy is a day-to-day 
matter. It requires the closest concentration and greatest care. The reason is that if the 
President is not the master economic manager, the risks are manifold: (a) If the economic 
program that the President has developed is not pursued, the economy might unravel; (b) 
If the forces of the accelerating global economy are not constantly balanced and 
stabilized, the economy might slide.

Simply referring to past actions, however difficult, however essential, is beginning to suggest a 
valedictory tone. Even though the program was enacted under the most contentious 
circumstances, pointing back to them, may, by itself, convey an impression of current passivity. 
It suggests that the hard work lies behind us, that the operation of the economy, once it was 
adjusted, is now on a kind of auto-pilot. This misimpression may be further underlined by the 
Republican obstruction of the President’s program: Nothing is happening, and nothing needs to 
happen; perhaps nothing should happen. By this implicit logic, giving credit to the President for 
the economy perversely justifies the Republicans’ blockage. A new dynamic must be set in 
motion.
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The President has made it clear, time and again, that foreign policy and domestic policy 
in this age are one and the same. Whenever he can, he should stress the point. The trip to 
Russia, for example, is being widely viewed as concerned about traditional national 
security issues (especially arms control) and will not produce major achievements. But if 
the trip is seen as about economic stability and the future of the US economy by 
extension, he will be understood to be undertaking an important mission at this moment 
of uncertainty.

The Republicans’ obstruction in the Congress makes the assertion of economy mastery 
that much more imperative. The public tends to see foreign policy and the economy as the 
two largest realms and, as a result, beyond the legislative smallness of the congressional 
hive. While pundits might opine that the President isn’t being effective, loosely shifting 
blame from the Republicans to him, his current actions on the economy would belie for 
the vast majority of the public any such criticism. The more the President is seen to be 
engaged in the economy, the more the public will give him credit for action.

The bills that the Republicans are obstructing should, wherever possible, be explained as 
contributing to the stability and expansion of the economy. The public especially regards 
education as the means of economic opportunity in the new economy. Conversely, the 
Republicans’ opposition should be presented as a threat to the economic future. They do 
not understand the new economy; their incomprehension of the modem economy and 
their impulse to retreat to the failed policies of the past would threaten economic stability 
and shutdown the opportunity that has been opened; they are the risk.

The economy remains the central political question, not the recessive one, despite 
immediate crisis. The economy may also be the marginal issue that holds the key to the 
midterms. I’ve enclosed a poll done in swing districts by a Republican polling firm that 
demonstrates the salience of the economy there. It’s still the economy...

has been entered. On the contrary, the President should argue that he has carefully created 
policies in which real wages have risen for the first time in more than a generation while 
inflation is low because he grasps the structural changes underlying the new economy and 
helped bring them to realization. However, the president should argue at the same time 
that he also understands that the cyclical forces are potentially threatening to the new 
economy because of its nature. Constant attention is demanded. By making his case as 
the one whose policies enabled the new economy to flourish, the President will establish 
the continuum between what he did in 1993 and 1997 and what he is doing today. His 
program is not a question of history, but all of a piece. What was done before enables us 
to do what we must and can today.
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or less. For complete question wording and more, see Poll Track.
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For Cong, Lkly Vote:
GOP 37
Dem________ __________ 36’

More Likely To Vote GOP If 
GOPers In Congress Focused: 

37%
42

GOP Name ID 
Favorable
Unfavorable

Dem Party Name ID 
Favorable
Unfa v or^ble-------__

Clinton Name ID
Favorable
Unfavorable

Issues Most Concern You? 
Economic -12%
Social 31
Moral 12
Urban 6
Foreign Affairs 5

(Asked of Dems)
Will Vote Dem For Cong.:

26%
33
19

(Asked of GOPers)
Will Vote GOP For Cong.: 
Definitely 27%
Probably 48
Somewhat likely 13

Competency testing for teachers to ensure teachers 
know the subject matter they are teaching 

Reforming the IRS and simplifying the tax code

Issues Concern GOP Most: 
Economic________________
Moral 16 
Foreign Affairs 9 
Social 4 
Urban 3

for parents to invest up to $2K/year for
children's education, including books, tutoring? 

Eliminating the capital gains tax
Eliminating the estate tax
Eliminating the marriage penalty tax
Prosecuting juveniles commiting violent crimes,

such as murder, as adults
Eliminating the Departs of Energy and Commerce

KIERAN MAHONEY & ASSOCIATES (R): Polling In Swing 
CDs

Conducted 7/17-20; surveyed 800 likely voters in swing congressional districts 
nationwide for the Republican Leadership Council; margin of error +/- 3.46% (release, 
7/24). Interviews were conducted in the 'll congressional districts where the Republican 
candidate/incumbent for Congress in 1996 won or lost the district by a margin of 10 points

fere Likely To Vote GOP If ■ 
GOPers In Congress Focused: 
On Economic issues 59%
On Moral issues ‘ 19 y
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■ Pentagon study warned 
of attacks of greater 
frequency and scope. 
Many of its predictions 
have come true.

Mapped 
Evolving 
Threat
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Finally Shi
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He’s feared and revered, loved 
and hated. A no-nonsense worka­
holic leader on a mission to mold 
the Los Angeles Police Department 
in his own ramrod-straight image.

As Bernard C. Parks marks his 
first anniversary this week as the 
city’s police chief—a job he long 
coveted—nearly everyone agrees 
the LAPD has undergone a 
remarkable transformation Parira

WASHINGTON—A few years
ago, the Pentagon’s secretive 
Office on Special Operations and
Low Intensity Conflict quietiy bur­
ied one of the most comprehensive 
reports ever commissioned on the 
changing patterns of global 
terrorism.

The “Terror 2000" findings com­
piled by 41 experts—including
former ranking CIA, FBI, State HI
Department and Rand Corp, offi­
cials, as well as an ex-KGB general 
and Israeli intelligence agent— 
were deemed too alarmist and 
far-fetched. "Outrageous,” com­
mented one CIA official. Even a 
sanitized version designed to pro­
mote public preparedness was 
axed.

The only catch is that many of its 
predictions have since come true.

Among them: International ter­
rorism would reach American 
shores, potentially targeting a 
major U.S. financial center. Home-

Parks Puts Own 
Stan|p on LAPD 
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Thousands of Kenyans gather in a park in Nairobi to moum a 

for the nearly 200 victims of the bombing of the U.S. Em
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■Hie fiMt Udy is hot. And 
Democratic eahdidates and 
operatives are doing all 
they can to make the most 
of It—Respite President 
Clinton’s problems.

After years of lousy 
“iqMj in pubHc opinion 

-i-fotaetimes lower 
her husband’s—Mrs.
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Southern 
California's
^onrenonpr

opinion
lower

WASHINGTON-Not 
counting'her husband, Hill­
ary Rodham Clinton has 
outpaced all other Demo­
crats in recent months in 
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HILLARY: First Lady Undergoes a Poli
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Hillary Rodham Clinton, arriving at church with her husband and daughter, has evolved into

"She probably felt that she had to 
back down while Bill was in office. I

u
her last month in a high school sta­
dium in the upstate New York vil-

s

critics." said Margaret Urchfitz, 50, 
an assistant dean of engineering at 
Rochester Institute of Technology, 
who was one of the thousands of 
people who listened to Mrs. 
Clinton's address in Seneca Falls.

First Lady Leadin 
Fund-Raising Fre
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A New Political
Star Is Bom

4

have objected. She has muted her 
rhetoric and learned the art of 
compromise. "Will we admit once 
and for all there is no cookie-cutter 
model for being a successful and 
fulfilled woman today?" Mrs. Clin­
ton said, evoking a self-conscious 
metaphor to issue the most univer­
sally unobjectionable call to arms 
imaginable.

Some of her longtime fans 
bemoan the blanding of Mrs. Clin­
ton and miss her old willingness to 
swing for the fences in her efforts 
to improve the country.

"I think she did give in to her

experiences of 1993 ar. . 
Washington, she now ur. 
that is not necessarily tr'.> 
think she's compromised r 
or vision of what she j 
accomplish. What she h 
very dramatically is char 
she operates.'

Whether Mrs. Clinton s 
altered her public im 
metamorphosis has d 
Democratic officials, u 
eagerly used her broadem 
to try to improve the 
chances in the upcoming 
sional elections. Both he 
are controlled by Republ. 
Democrats need' to win 1. 
be assured of taking contr 
House.

For the first time, she 
major fund-raising letters 
Democratic congressior 
paign committees.

he has broken her o 
for campaigning f 

_ dates other than he- 
and has a busy schedule 
for more campaigning, ac 
her staff. Other first ladle 
efforts for candidates o 
their husband pale in com 
hers, according to pr- 
scholar Carl Anthony. M- 
has attended events for 
dozen House candidates 
them newcomers, raising 
of thousands of dollars.

She is a huge asset.
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nlike the early years of the 
administration, when she 

_ was sometimes booed by 
hostile crowds, now—and not just 
in partisan crowds—she is greeted 
like a rock star.

More than 10,000 people—many 
holding posters with such slogans 
as "Hillary for President’’—greeted

!
health-care initiative.

The clincher for Griffith and 
other former Hillary skeptics was 
watching her "weathering the 
storms” of the last several years, 
particularly the accusations of the 
president's sexual misconduct and 
the media s obsession with the top­
ic. "I think she’s going through a 
tremendous amount of duress and 
is still standing up well," Griffith 
added. "That's got to count for 
something."

Some people who have been 
close to the first lady for a long time 
caution that, while her public per­
sona now resembles that of her 
husband's —the centrist, 
consensus-building politician— 
there is a dramatic difference. “The 
private Hillary is very different 
from the public Hillary ... said 
one former senior White House 
official, who spoke on condition 
that he not be named. “She's 
harder-edged and less compromis­
ing than the president in private.”

In the first years of the Clinton 
presidency, before the searing 
defeat of the health-care reform 
initiative that she headed, what the 
public saw was more like the pri­
vate Mrs. Clinton. That experience 
taught her that her husband's 
approach to politics—pragmatic 
progress and incremental goals— 
can be more effective.

“My sense is that she is a person 
who believed because of her 
upbringing, her culture and her 
education that the individual has 
considerable control over events.” 
added the official, who has known 
Mrs. Clinton for decades. “After the

hope she’ll resume after they leave 
the White House.”

Nonetheless, her longtime sup­
porters remain faithful, believing 
that, underneath, the fiery Mrs. 
Clinton, who sought to take an 
active role in the administration, 
still rages. But by taking a page 
from her husband's political man­
ual and focusing on the more palat­
able of the issues that she cares 
about, Mrs. Clinton has won many 
converts from the political center.

"At first, it almost seemed like 
she was the one who had run for 
president," said Carol Griffith, 42, a 
registered nurse who runs the 
women's wellness program at a 
veterans hospital in Buffalo, N.Y. 
“She's more measured now. She's 
definitely grown. She’s got a better 
idea of what she can actually do 
from her position."

Writing a best-selling book 
about raising children (“It Takes a 
Village"), traveling with daughter 
Chelsea, talking about her daugh­
ter in folksy ways in her weekly 
newspaper column and touring 
America's historic treasures with a 
press corps in tow have all helped 
soften Mrs. Clinton's public image. 
When she talks about child care for 
preschoolers, her current cause 
celebre, she never wanders Sfrito 
controversial territory such as the

Continued from Al
she had not experienced since the 
first inauguration. Recent polls 
have shown her approval ratings as 
high as 65%, a far cry from her low 
point in early 1996, when only 42% 
viewed her favorably.

Mrs. Clinton’s political metamor­
phosis stems in part from her forti­
tude in the face of the glaring 
indignity of charges that the presi­
dent was unfaithful.

“For the first time, she's a 
sympathetic character," said Frank 
Luntz, a Republican pollster. “The 
more that comes out about [Presi­
dent Clinton], the better she looks. 

“It has softened some of the hos­
tility of her opponents. They almost 
forgive her for the things that they 
didn't like about her previously."

Instead of hiding from public 
view this year as independent 
counsel Kenneth W. Starr has 
investigated her husband's rela­
tionship with a former White 
House intern, Mrs. Clinton traveled 
the country to call for improve­
ments in the nation's health-care 
and child-care systems, to draw 
attention to the imperiled state of 
America's historical treasures and 
to campaign for Democrats.

Key to Mrs. Clinton's political 
success is a remarkable transfor­
mation in her image over the last 
several years from a threatening 
ideologue on the liberal fringe to an 
appealing advocate for centrist, 
family-friendly policies.

“When she was the front person 
on health-care reform, that was an 
unfortunate role,” said Colorado 
Gov, Roy Romer, who is chairman 
of the Democratic National Com­
mittee. More recently, "she's not 
been out in a visible way,” Romer 
added. "She’s been quietly and 
silently doing very important, solid 
work on children and family issues. 
Low-profile, hard work is a posture 
that people really applaud.”

lage of Seneca Falls.
Although her topic was women’s 

rights, Mrs. Clinton delivered a 
speech so absent of controversy 
that not even conservatives could
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at church with her husband and daughter, has evolved into a political force for Democratic candidates.
nton, arriving

experiences of 1993 and 1994 in

K Speculation on
Her Next Role

operatives is just how willing Mrs. 
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with Mrs. Clinton.
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jred now. She’s 
he’s got a better 
can actually do fund-raiser in Ithaca. N.Y., last 

month, Lorraine McNett paid S100 
to see Mrs. Clinton—not to forward 
the career of the candidate, Rep. 
Maurice D. Hinchey.

"I don’t know that much about 
him,” confessed McNett, 47, who

et Urchfitz, 50. 
engineering at 
of Technology, 
e thousands of 
med to Mrs. 
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:hat she had to 

was in office. I 
ter they leave

ongtime sup- 
ful. believing 
ie fiery Mrs. 
t to take an 
dministration, 
aking a page 
political man- 
ne more palat- 
that she cares 
has won many 

>olitical center, 
ost seemed like 
ho had run for 

-ol Griffith. 42, a 
who runs the 

: program at a

not a
Democrat.”

 _ The evening netted Hinchey 
them newcomers, raising hundreds $30,000, but, more important,_it 
of thousands of dollars. ’’ ’ '■

“She is a huge asset.” said Dan
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to try to improve the party’s 
chances in the upcoming congres­
sional elections. Both house now 
are controlled by Republicans. The 
Democrats need to win 12 seats to

has attended events for at least a 
dozen House candidates, many of

Sallick, spokesman for the Demo­
cratic Congressional Campaign 
Committee, which works on behalf 
of House candidates. "Every one of
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the future of the Democratic Par­
ty," said Elaine Kamark, a Harvard 
University professor who attended 
Mrs. Clinton’s White House meet­
ing of intellectuals. "She wiL be."

health-care initiative.
The clincher for Griffith and 

other former Hillary skeptics was 
watching her “weathering the 
storms” of the last several years, 
particularly the accusations of the 
president’s sexual misconduct and 
the media's obsession with the top­
ic. “I think she's going through a 
tremendous amount of duress and 
is still standing up well." Griffith 
added. “That’s got to count for 
something.”

Some people who have been 
close to the first lady for a long time 
caution that, while her public per­
sona now resembles that of her 
husband’s —the centrist, 
consensus-building politician— 
there is a dramatic difference. “The 
private Hillary is very different 
from the public Hillary ... ," said 
one former senior White House 
official, who spoke on condition 
that he not be named. "She's because she has come to personify 

the Democrats’ increasingly main­
stream approach to social issues.
She also draws unlikely donors.

Like many of the 200 P®°P'e ® not believe running for office is in 
Mrs. Clinton’s future. Nonetheless, 
Berry expects her to continue to 
exert her influence —as an 
unelected advocate with a huge 
following—on issues that the first 
lady cares about.

“She doesn’t have to tun for

approach to politics—pragmatic 
progress and incremental goals— 
can be more effective.

“My sense is that she is a person 
who believed because of her 
upbringing, her culture and her 
education that the individual has 
considerable control over events,” 
added the official, who has known 
Mrs. Clinton for decades. "After the

Washington, she now understands 
that is not necessarily true. I don’t 
think she’s compromised her goals 
or vision of what she wants to 
accomplish. What she has done 
very dramatically is change how 
she operates."

Whether Mrs. Clinton simply has 
altered her public image, her 

Democratic officials, who have
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  harder-edged and less compromis- pjrst L^y Leading
m Buffalo, N.Y. ing than the president in private.

In the first years of the Clinton
presidency, before the searing
defeat of the health-care reform
initiative that she headed, what the
public saw was more like the pri­
vate Mrs. Clinton. That experience

No one has benefited more from 
the first lady’s zeal for politicking 
than Sen. Barbara Boxer (D- 
Calif.). who is in a difficult race. 
The first lady already has head­
lined five fund-raisers for Boxer, 
bringing in $700,000 for the 
senator's effort to fend off Repub­
lican challenger Matt Fong. 

“It’s a big help," Boxer said. "It 
makes my events more exciting and 
interesting. She has stood in line for 
hours [as photographers have 
snapped pictures] and been incred­
ibly gracious."

Boxer is getting a lot of the first 
lady’s time for several reasons. She 
and the first lady agree on a wide 
range of issues, and she faces a dif­
ficult race with Fong. But the rela­
tionship also involves family: 
Boxer’s daughter is married to Mrs. 
Clinton's brother.

In addition to hitting the cam­
paign trail and raising cash for 
critical races, the first lady is also at 
the center of a White House effort 
to build a new intellectual frame­
work that unites both liberal and 
centrist factions of the party.

Sitting at a table in the White 
House Map Room. Mrs. Clinton 
orchestrated a 2 1/2-hour discus­
sion last month with 16 Democratic 
intellectuals from outside the 
administration as well as key offi­
cials of the White House and Vice 
President Al Gore's staffs.

"She pushed hard to find com­
mon ground and urged people to 
talk about the positions that divide 
us,” said Benjamin R. Barber, a 
Rutgers University political scien­
tist. “Her leadership comes out of 
wanting to see her issues — 
education, health care, children— 
addressed in the future."

— he has broken her own record 
.for campaigning for candi- 

, dates other than her husband 
.....  and has a busy schedule in the fall 

taught her that her husband's for more campaigning, according to 
• • ’ - --------- her staff. Other first ladies' political

efforts for candidates other than 
their husband pale in comparison to
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— —‘rs. Clinton's enthusiasm for
politics and her celebrity 
and increasing popularity 

have sparked speculation about 
what she will do with her huge

traveled to Albuquerque on political base when her husband’s 
»» fnr Ph>l pregjdency ends.

... , „--;-i -u- Boxer said she hopes the first
S'aSSK.K™ Will

□ vumucJ fv. -ith “I think she s extraordinarily
whom she has worked closely on talented and gifted, and I d hate to 
issues like health care and child see her leave the public sector, 

she has also worked hard for Boxer said.
challengers she had never met. "BUt j don't know what she has in

Mrs. Clinton is a particularly mind after she leaves the White
welcome face on the campaign trail House. I’ve asked her. but she just

says: 'It’s almost like we re not 
thinking past that day.' ”

But Marcia Berry, the first lady's 
spokeswoman, said that she does

d I

metamorphosis has delighted advice about where she should go 
--- —to help in the most critical races, 

eagerly used her broadening appeal With only two days notice, she
. e. _  _________ tmroloH tn A 1 h 11H 11AFn 11P on

Father’s Day for an event for Phil 
Maloof, the unsuccessful Demo- 

special elec- 
unuuwao uccm "... — -_____ ___ _____________ Clinton has
be assured of taking control of the stumped for incumbents with 

House.
For the first time, she penned 

major fund-raising letters for both
Democratic congressional cam­
paign committees.
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SPECIAL ANALYSIS

Conserving Species without Breaking the Bank

Costs of Protecting Species
400
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Weekly Economic Briefing 2 August 7, 1998
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The Endangered Species Act prohibits actions that may lead to the extinction of 
species and requires the government to implement recovery plans that will restore 
healthy populations. However, protecting all species is currently beyond the means 
of both public and private conservation agencies. What is the best way to use limited 
resources to achieve conservation benefits?

A cost-effective conservation strategy. A recent economic study illustrates this 
point. It treats a listed endangered species as protected if it occurs in at least one 
county where a biological reserve site is established. For simplicity, reserve sites in 
all counties are assumed to be the same size. Using data on the occurrence of listed 
species and the per acre land value by county, the study assesses the number of co s 
species protected and the total cost of choosing different sites for biological reserves 
under two different protection strategies:

• site-constrained, where the objective is to choose sites that cover the maximum 
number of species, given that a fixed number of sites will be chosen.

• budget-constrained, where the objective is to choose sites that cover the 
maximum number of species given a fixed budget.

Findings. The chart shows that the budget-constrained strategy protects listed 
species at far lower cost than the site-constrained strategy. (Costs are illustrative and 

assume 1,000 acres are set aside for each 
protected site.) For example, the costs of 
covering approximately half of the listed 
species under the budget-constrained 
approach are about a third those under the 
site-constrained approach. By choosing 

4 sites that are one-sixth as expensive, on 
/1 average, the budget-constrained approach 

I has twice as many reserve sites, protects 

'oW as many species, and still costs far less
Number of species . .

than the site-constrained approach. The 
chart also illustrates how the total costs of species protection rise slowly at first under 
the cost-effective strategy, but eventually rise very sharply.
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Selecting priority areas. A recent study by conservation biologists indicates that the 
vast majority of domestic species on the endangered species list can be protected by 
targeting a small number of high-priority areas. This study implicitly assumes that 
the cost of S-eiting asideHand for conservation's the same in all areas. The priority 
areas that were selected/howeverTinclude someof the most expensive land in the 

United States (including Hawaii and much of coastal California). The same number 
of species could be protected at lower cost by taking land costs into account.

THE PRESIDENT HAS SEEN
S - io- 9$

Site-constrained

Budg«

constral

o

V



»

Stanley K. Sheinbaum

29 July, 1998
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Dear Bill J

H

His problem is made more difficult inasmuch as he early on publicly 
committed strongly to Oslo, and for that reason also his constituency’s loyalty 
already was in some doubt And if we lose both him and them the odds of a 
stable peace are seriously diminished.

President Bill Clinton
The White House—West Wing 

Via Fax

Vis-a-vis the Israelis, publicly releasing the American proposal would provide 
insight for the Israelis as to how frivolous was Netanyahu's unwillingness to 
go along given the mildness of the proposal.

r . oc.
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This has created some problems for Chairman Arafat with his own 
constituency, his having appeared to be too ready to accept the American 
plan. Inasmuch as his constituency does not know the details of what it is 
that he has signed onto he is in a vulnerable position with them. Those 
among the Palestinians who want to undermine him are literally accusing him 
of “selling out”. The point is that if the American proposal were made public 
then the concept of selling out would be seen as not being relevant, and 
Arafat would be freer to apply further anti-terrorist discipline on extremist 
Palestinians—which in turn hopefully would free up Netanyahu to buy into 
the American proposal. Not much but could be useful.

On a related matter and given the possible breakdown in the Mid-East talks I 
want to go back to a suggestion I made three or four years ago. Even 
though Oslo seemed to get things moving again the talks have most of the 
time since been either sporadic or non-existent. The US has either played 
the neutral mediator friendly to both sides or at least once has actually gone 
further and overcame its reticence to be more forceful; e.g. the alluded-to 
January American proposal. Certainly because of domestic considerations 
there are serious limits to how far State and you can go in pressuring the 
Israelis.

Two suggestions for helping with the impasse in the Middle East 
negotiations. First and as you know an American plan was submitted to 
Chairman Arafat and to Prime Minister Netanyahu in January of this year, 
fairly short time Chairman Arafat basically agreed to its terms. However, 
Prime Minister Netanyahu resists signing on.
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Respectfully,

The Special Envoy formula worked with George Mitchell in Ireland—even 
though we haven’t heard the end of that situation yet. When I first proposed 
this 1 also suggested Vice President Gore but he clearly was not pleased by 
the proposal. One can understand that someone with his promise and future 
could not and should not take on that chore. Anyway, we need a little swat in 
the act and a Special Envoy is the way to do it. Please think about it 
carefully. I have already talked to Martin Indyk about it and to Greg Craig.

The particular new suggestion of Alan Simpson has special merit. A 
Republican as Special Envoy would remove considerable partisan heat 
should Gingrich and Company attempt to resort to that tactic. I also urge Jim 
Baker to be reconsidered.

Stanley K. Sheinbaum
SKS/kc
enclosure

President Bill Clinton
29 July, 1998 
Page 2

On the other hand there is a subtle almost transparent way of pressuring 
without being overt or explicit about it, i.e. without focusing on “us”. About 
three or so years ago I suggested that you appoint a Special Envoy, even 
though that was in the context of Assad in Syria. The Envoy would literally 
move in on the situation—almost live there. He or she should be a person of 
such stature that recommendations to both sides would be taken more 
seriously. In those days—after my own meeting with Assad—and in my 
5/1/95 letter to you (enclosed) I recommended George Mitchell, Lloyd 
Bentsen, Bob Strauss, Colin Powell, Larry Eagleberger and Jim Baker. Now I 
would add Alan Simpson or Richard Lugar, the former obviously being more 
available. Secretary Albright despite the stature of her official position could 
not possibly take on this chore if only for the simple reason that the rest of 
the whole world is in her bailiwick. Part of the problem now is also that 
Dennis Ross for reasons well beyond himself has been going at it for almost 
a decade and he basically carries very little weight with him. He may be very 
competent but the lack of stature is hardly his own doing. It is just in the 
nature of his situation. And he has been running back and forth these many 
years without significant progress, which also affects his lack of stature.
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After I saw President Assad of Syria late in February I wrote you on Much 9 
summarizing that experience and recommending that you appoint a Special Advisor 
to make a stern and persistent assault-to use a militaristic word-on Asad because I 
did not think he was raking the US effon serio� enough. It would have to be 
someone of considerable stature. and someone who could stay in the region for a 
matter of months assiduous1y backing Assad to the wall. hounding him until an 
Israeli-Syrian agreement could be reached. Unformnately, with all his 
responsibilities Secretary Christopher cannot input that kind of time or effort. 
Anyone short of his reputation and strength would be toyed with by Assad. 

JUSt at the time that I rerume� Secretary Christopher and his aide Dennis Ross 
were themselves on their way to the Middle East whereupon Tony Lake at your 
insnucrion called to tell me that until the rcsultS of those visits could be evaluated 1t

would be best to put my recommendation for a Special Advisor on·h.old. Nam.rally. 
I agreed and was pleased that you took my recommendation that seriously. 

The early word about the results seemed very optimistic. The negotiations would be 
resumed--obviOllSly a plus--and I hoped to bear more about the basis for optimism. 
Unfortunately, more was not forthcoming and in a matter of two or three weeks 
even Dennis Ross appeared to be pulling back from the early optimism. 

Therefore I reiterate my conclusion that Assad has to be dealt with more finnly than 
before, if a peaceful resolution is to be achieved. 

In the meanwhile time is a-wasting. With the Israeli elections next year time is 
clearly running out for Rabin and Labor. Arafat lacks the strength to come down 
sufficiently hard on the Islamic fundamentalistS to sufficiently satisfy the Israeli 
people. At the same time failure for Prime Minister Rabin to make progress with 
President Assad compounds his electoral problem. If I could give advice to Rabin I 
would urge a strong but carefully tailored action to deal with the Syrians on the 
southern Lebanon problem. The specifics are tactical questions� and not for the 
inexpert like myself. (I am supposed to be a dove, and here I am thinking in such 
terms. However. it reflects how direly I have come to see the situation.) In any 
event, such a move would both put Assad on notice at the same time it would 
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demonstrate to the Israelis what they want and n�d to hear, namely that Rabin is 
not letting the Israelis and himself be pushed around. (Note that last week's Gallup 
poll has Rabin at ZO percent while Netanyahu is at 43 percent. Tmie i.s a•...astmg.) 

Never forget that a resolution in the Middle East will be a huge benefit politically 
for you here at home. The two gents with whom I am working on all this and whose 
names I bave given to you are both politically sophisticated-as I sometim£5 think I 
am. As strong as our wish is to do what we can to help you resolve the Middle East 
question. even more strongly we believe that such an achievement would very well be 
a major asset in your 1996 campaign. While the September 1993 ''signing on the 
lawn" with Arafat for days attracted national and international attention, the impact 
of this would be a quantum jump from that. (Your handling of Oklahoma City bas 
clearly started you around that corner.) So we strongly and firmly believe that your 
getting Assad in line should be at the very top of your priorities. And whereas I 
think he is and has b�n toying with everybody and even with you, it is time for you 
to apply this Special Advisor strategy. And in his mind, although he thinks you need 
him. he knows that he needs you. He even rejected meeting directly.with Prime 
Minister Rabin despite a chance at a better deal were he to do so. He was willing to 
forego that advantage because of his strong desire to be the lead Arab in the region 
which requires at least the perception of a truly active involvement by the US. 
However these current periodic and intermittent quick visits don't give him or his 
peers that sense. He is also convinced-and he spent a lot of time with me on this 
point--cb.at no resolution would be of consequence unless a strong third party, oniy 
the US. were to have its imprimatur on it. I do not believe he is convinced that you 
are ready for that. Once again. I go back to the need for a Special Advisor to keep 
banging on his door. 

Now there is a new worry. Foreign Minister Shimon Peres. for whom I have the 
greatest respect. is suddenly making noises that add up to an even softer stance 
toward Assad than has been the case until now. He is saying such things like we 
have to show Assad that he will get more than Sadat did at Camp David. This is 
exactly the reverse of how Assad should be handled. 

On Tuesday a week ago. the 18th. I spoke with George Stephanopouios, laid out my 
rhinlong. and went through some names with him. Names are not easily forthcoming 
as you can imagine. You will undoubtedly have more. I will not go through the 
pros and cons of each of those I am listing. You don't need me for that: George 
Mitchell, Lloyd Bentse� Bob Strauss. Colin Powell, Larry Eagleberger and Jim 
Baker. Stepbanopoulos was wary of Baker for fear that he might turn it to some 
political advantage against you. I cannot judge that but we know that both Rabin 
and Assad respect him--a huge plus. I would not be averse to a solid Republican, 
and Richard Lugar comes to mind although his recent announcement to go for the 
presidency just about wipes him out. (I am reminded how Roosevelt at the 
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bP.gimring of the war appointed Frank Knm to be Secretary of the Navy which
helped bring the country together at that time.) 

Lastly. and the highest on my list is Vice President Gore. I know you could tlunk of 
an infinity of reasons why you could not let him be away at this time. I would al.so 
guess that he would scream blue murder about that possibility, but from his point of 
view it would sky rocket him toward the year 2000. From "our'' point of view his 
knowledge of the area when combined with his general competence would be 
perfect. Assad would take him most seriously-which. after all is my main purpose. 

SKS/kc 
clinton7 

cc: Anthony Lake 
George Stephanopoulos 

P.S. It may sound silly, but I analogize to the moment after the Rodney King 
beating out llere when Mayor Bradley had to get the message through to Daryl 
Gates that he was intent on getting Gates to resign. So be appointed me as 
President of the Police Commission, because with me as former Chairman of tbe 
ACLU of Southern California. and therefore a supposed ''cop hater''. it was clear to 
Gates and to aU the newspapers that that was the message. And it worked. (You 
were here at the begjnnin� of all that.) A prestigious Envoy will tell Assad it's time 
to do business. Y ou'Il be amazed at the result. 

P.P.S. Que prior suggestiou: You should discuss the Special Envoy poSStbility with 
Rabin. 
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MEMORANDUM FOR T P

FROM: Mickey Ibarra

Office of Intergovernmental Affairs Weekly Report — August 3-7, 1998SUBJECT:

Federalism Executive Order

Y2K

Census

SSIDENT

We distributed to the Big Seven organizations the official suspension of Executive Order 
13083, entitled “Federalism,” to enable full and adequate consultation with State and 
local elected officials, their representative organizations, and other interested parties. 
Today they sent you a letter expressing appreciation and their desire to begin 
consultations in early September.

IGA continued its efforts to build support for an accurate 2000 census count. The 
National Association of Latino Elected and Appointed Officials are engaged in a wide 
ranging campaign to educate nearly 5,000 elected officials on this issue. A Legislative 
Action Alert to vote yes on the Mollohan Amendment was distributed along with a 
NALEO resolution endorsing sampling to ensure an accurate count.

We hosted 10 organizations for Y2K consultations with John Koskinen. We urged the 
groups to support the, “Year 2000 Information Disclosure Act,” which has limited 
liability protections for state and local governments who share Y2K solutions. The 
groups, which have already extensively engaged their constituents on Y2K, will 
participate in White House Y2K working groups. The National Conference of State 
Legislatures passed a resolution calling upon the Federal government to refrain from 
issuing any new regulations during the last six months of 1999 so that states can focus on 
addressing the Y2K challenge.
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NGA Annual Summer Meeting

Governors

2

Cost Allocation: The governors supported policy calling on HHS and OMB to work with 
the states on a new policy for "cost allocation" which does not treat all states equally as 
their circumstances and approaches differ. We are arranging a team of administration 
officials to meet with the states next week to begin consultation.

Education: The governors called upon the Administration to reinvigorate its support for 
Ed-Flex. We are arranging for a meeting with state representatives and White House 
officials on this subject.

Indian Gaming: They again expressed their anger with the Interior Department’s 
approach to Indian Gaming. The governors believe it is tilted in favor of Indian gaming 
over state law, political opposition and the 10th Amendment. We have been working 
with the Interior Department to expand their role in on-going discussions with Secretary 
Babbitt and other stakeholders.

At the NGA Meeting, the Democratic Governors met and heard from Gene Sperling, 
Maria Echeveste and Fred DuVal. We urged - and received - their support for our budget 
fight on the Hill - particularly for Saving Social Security First - as well as IMF funding, 
Census, Y2K liability legislation, and Health Care Bill of Rights. We also reminded 
them of our support for TEA 21, Internet tax, the state share of tobacco, reg reform, 
welfare reform, and the 28 states that now have CHIP programs.

Governor Lawton Chiles (D-FL) received our help in speaking to Attorney General Reno 
regarding the illegal shut down of some Florida based nursing homes, and the 
mobilization of Florida and Texas Attorneys General in a coordinated response with the 
Department of Justice.

IMF Funding: Treasury Deputy Secretary Larry Summers spoke at the closing plenary, 
and the governors re-stated their support for IMF funding.

Environment: NGA passed policy urging EPA to allow a larger state role and more 
flexibility in meeting environmental standards

The National Governors Association (NGA) met in Milwaukee, WI this week. The 
Governors handed over the gavel to the new NGA Chair. Governor Tom Carper (D-DE) 
and Vice Chair, Governor Mike Leavitt (R-UT). While the meeting was generally light 
on policy, the Governors did express themselves on the following topics:

Federalism: They applauded our suspension of the Executive Order on Federalism, but 
strongly urged that we retain the existing Order.
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Insular Affairs

3

Governor Jane Dee Hull (R-AZ) asked for our help with Arizona's Medicaid waiver 
proposal.

Governor Ed Schafer (R-ND) thanked us for our help in the selection of Sacajawea as the 
image for the new dollar coin.

The White House Conference on Building Economic Self-Determination in Indian 
Communities was a great success. There were over 800 people in attendance. Our guests 
included members from Indian Country, the business sector and from your 
Administration. Six Cabinet Secretaries spoke on Wednesday and several sub-cabinet 
officials participated. The conference prompted fifteen agencies to reevaluate their 
operations and relationship with Indian Country. The White House Working Group on 
American Indians and Native Alaskans will continue their advocacy for more progress. 
Your participation in the Conference reinforced the commitment you have made to 
positively impact the lives of Native Americans. This, no doubt, will be a great part of 

your legacy.

Governor Jeanne Shaheen (D-NH) asked for our help in facilitating a land exchange 
between the State of New Hampshire and the Forest Service, and we were able to arrange 
a meeting at NGA between the Governor and Agriculture Under Secretary Jim Lyons to 
review the issue. Mr. Lyons agreed to make a visit to New Hampshire and see the land 
with the Governor.

Governor Bob Miller (D-NV), who had expressed an interest in participating in a 
Presidential Delegation, was asked by White House Personnel to Head the Delegation to 
the Presidential Inauguration in Ecuador this weekend. The Governor is very pleased.

Governor Mel Carnahan (D-MO) asked us to look at his daughter as a candidate for the 
opening in the White House Woman's office, and we are arranging for her to be 

interviewed.

Governor Tony Knowles (D-AK) asked for our help in coordinating the roll-out of the 
Interior Department’s proposal for limited new drilling in the National Petroleum 
Reserve. With the help of CEQ, we have provided the briefing schedule and roll-out plan 
he requested before Secretary Babbitt’s announcement later today.

A Washington Post editorial on Tuesday noted that you are "eager" to enable Puerto 
Ricans the opportunity to choose the Islands' future status. The editorial also supported 
Senator Murkowski's (R-AK) effort to have the Senate at least pass a scaled-down bill as 
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Slovakia Officials

4

well as Governor Pedro Rossello's initiative to enable Puerto Ricans the opportunity to 
vote on the legislation's options even if a Federal law is not enacted.

IGA provided a briefing to 20 Slovakians participating in a study tour on citizen 
participation in local government sponsored by the International City/County 
Management Association (ICMA). They asked me to convey their gratitude for the 
support you have provided to bolster their efforts to build a strong democratic tradition.
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Governor Ed Schafer (R-ND) thanked us for our help in the selection of Sacajawea as the 
image for the new dollar coin.

A Washington Post editorial on Tuesday noted that you are "eager” to enable Puerto 
Ricans the opportunity to choose the Islands' future status. The editorial also supported 
Senator Murkowski's (R-AK.) effort to have the Senate at least pass a scaled-down bill as

Governor Bob Miller (D-NV), who had expressed an interest in participating in a 
Presidential Delegation, was asked by White House Personnel to Head the Delegation to 
the Presidential Inauguration in Ecuador this weekend. The Governor is very pleased.

Governor Jane Dee Hull (R-AZ) asked for our help with Arizona’s Medicaid waiver 

proposal.

Governor Jeanne Shaheen (D-NH) asked for our help in facilitating a land exchange 
between the State of New Hampshire and the Forest Service, and we were able to arrange 
a meeting at NGA between the Governor and Agriculture Under Secretary Jim Lyons to 
review the issue. Mr. Lyons agreed to make a visit to New Hampshire and see the land 

with the Governor.

Governor Tony Knowles (D-AK) asked for our help in coordinating the roll-out of the 
Interior Department’s proposal for limited new drilling in the National Petroleum 
Reserve. With the help of CEQ, we have provided the briefing schedule and roll-out plan 
he requested before Secretary Babbitt’s announcement later today.

The White House Conference on Building Economic Self-Determination in Indian 
Communities was a great success. There were over 800 people in attendance. Our guests 
included members from Indian Country, the business sector and from your 
Administration. Six Cabinet Secretaries spoke on Wednesday and several sub-cabinet 
officials participated. The conference prompted fifteen agencies to reevaluate their 
operations and relationship with Indian Country. The White House Working Group on 
American Indians and Native Alaskans will continue their advocacy for more progress. 
Your participation in the Conference reinforced the commitment you have made to 
positively impact the lives of Native Americans. This, no doubt, will be a great part of 

your legacy.

Governor Mel Carnahan (D-MO) asked us to look at his daughter as a candidate for the 
opening in the White House Woman's office, and we are arranging for her to be 

interviewed.
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August 7,1998

MEMORANDUM FOR THE P DENT AND THE VICE PRESIDENT

FROM: MINYON MOORE

SUBJECT: OFFICE OF PUBLIC LIAISON WEEKLY REPORT (August 3-August 7)

ACTIONS SUPPORTING PRESIDENTIAL INITIATIVES

1

Africa Trade Bill: The African Diplomatic Corps has issued letters to over 60 U.S. 
Senators, including Senate Majority Leader Trent Lott, urging them to support separate 
legislation on Africa trade and Fast Track. The organization was pleased with your 
statements supporting separate bills on each issue. Four African Ambassadors will 
participate in a town hall meeting on Africa hosted by the Rainbow/PUSH Coalition on 
August 15 to encourage support for the Africa Trade bill.

Tobacco: Erskine Bowles met with representatives from the Flue Cured Stabilization 
and North Carolina Tobacco Growers Association to discuss their concerns over the 
economic impact the Administration’s policies may have on tobacco growers. The 
farmers proposed several measures to protect their livelihood, including moving 
inventory to new markets and encouraging tobacco companies to buy more tobacco.

Value-based Youth Violence Prevention Initiative: National children's organizations 
have expressed interest in your youth violence initiative. The children’s groups include 
local parent activists, scientists and large social service organizations and coalitions, such 
as Volunteers of America, the National Association of Secondary School Principals, and 
the National Association of State Boards of Education.

Patients Bill of Rights: OPL received very positive feedback from the group of doctors, 
nurses, breast cancer survivors, labor workers, and social workers that attended your radio 
address on August 1. The Vice President also was very well received at a Patient’s Bill 
of Rights event he attended in Kentucky. You will attend an event next week in 
Louisville, Kentucky, where the AMA has indicated physicians and nurses are very 
unhappy with Rep. Anne Northup over her opposition to the Patients Bill of Rights.
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CONSTITUENT OUTREACH AND OTHER ISSUES

AFRICAN AMERICAN OUTREACH

BUSINESS OUTREACH

2

Liberian Deportation: OPL continues to receive letters from Liberians requesting that 
you direct the INS to postpone the deportation of Liberian citizens residing in the U.S. 
under Temporary Protected Status. The Liberians face automatic deportation after 
September 28, 1998, but are requesting that you defer enforcement for one year.

Health and Racial Disparity Briefing: OPL hosted a briefing with Dr. David Satcher, 
Sandra Thurman, DPC, and OMB to raise awareness in the health and minority 
communities on the health disparities that exist along racial lines. The briefing was well 
attended, and the organizations are committed to pushing for legislation that addresses 
health disparities.

National Association for Equal Opportunity in Higher Education (NAFEO) 

Presidential Conference: OPL met with Historical Black Colleges Presidents to discuss 
your education initiatives and your commitment to Historically Black Colleges and 
Universities at the NAFEO Presidential Conference in South Carolina. Earl Richardson, 
your appointee to head the Historical Black College Advisory Board, is requesting that 
you meet with the new Board to discuss ways to broaden support for you. He also 
expressed interest in working with you on initiatives affecting higher education 
opportunities.

* \
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Y2K Briefing: OPL and Y2K hosted a briefing for 100 representatives of various 
corporations and associations to discuss the Administration’s proposed Year 2000 
Information Disclosure Act. The act, which was sent to Congress last week, would 
promote information sharing among businesses in the effort to solve the Year 2000 
problem. John Kostkinen spoke to the representatives and took questions for over an 
hour. Interest in the briefing was overwhelming and response by those attending was 

positive.
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EDUCATION OUTREACH

ETHNIC OUTREACH

GAY AND LESBIAN OUTREACH

3

Hormel nomination: OPL met with staff from the offices of Senators Tom Daschle, 
Dianne Feinstein, Paul Wellstone and Gordon Smith. Sen. Feinstein plans a coordinated 
push to raise the nomination on the Senate floor with greater frequency and intensity 
when the Senate returns. They have asked us to schedule a White House event with civil 

rights leaders on the nomination.

Meeting with Albanian Community on Kosovo: OPL met with members of the 
Albanian community to discuss their concerns over the continued violence in Kosovo. 
The number of refugees now totals 300,000, and over 200,000 are now homeless due to 
the continued burnings of homes and towns. The community is grateful for the 
Administration’s open lines of communication on this issue. They also urge the 
Administration to follow up its strong statements against President Milosevic with strong 
action, whether through limited air strikes or an international peacekeeping force to 
negotiate a cease-fire. The community is confident that Congress will support such 
strong actions in this situation.

Nondiscrimination Executive Order: The gay/lesbian community was very excited 
over the House vote upholding your nondiscrimination executive order. The vote marks 
the first time in history that Congress has sustained civil rights protections for gay and 
lesbian Americans. The community is extraordinarily grateful to you and the Vice 
President for your leadership on this issue.

D.C. Appropriations: The provision approved in the House D.C. Appropriations bill 
banning adoptions by unmarried couples is expected to create a significant amount of 
anger in the community if it becomes law. The Statement of Administration Policy on 

this issue contained a veto threat.

National School Modernization Day: OPL, DPC, NEC, IGA, Cabinet Affairs, Political 
Affairs, and Legislative Affairs met with representatives from key education groups and 
the House and Senate policy committees to discuss plans for the upcoming National 
School Modernization Day. We outlined the day’s events and strategized on coordinating 
local activities. The groups were enthusiastic about becoming involved and have pledge 
to arrange events across the country.



HEALTH CARE OUTREACH

HISPANIC OUTREACH

WOMEN’S OFFICE OUTREACH

4

At the Table Initiative: The Women’s Office is already receiving very positive feedback 
on the initial roundtable events we have hosted. We have scheduled six additional events 
in August in Atlanta, Palm Springs, San Francisco, and Maryland.

INS Proposal: OPE coordinated a conference call with the leading immigration 
advocates to inform them about the Administration’s proposal for INS reform. We 
reassured them that although user fees are going to be increased despite the advocates’ 
wishes, OMB, Justice, and the INS are committed to ensuring that fees will be used 
effectively. They were also reassured that the Administration would continue to work on 
reducing the backlog in processing naturalization applications.

National Community College Hispanic Council: OPE met with the President of the 
National Community College Hispanic Council to discuss the importance of including 
community colleges in education initiatives targeted to the Latino/a community. The 
Council is concerned that community colleges are not addressed in Hispanic education 
initiatives despite the large percentage of Hispanic students they enroll. OPT assured the 
Council that you are very concerned with the needs of Latino/a students and highlighted 
the Hispanic Education Action Plan you proposed in your FY 1999 budget.

Children’s Health Insurance Plan (CHIPS): OPL, DPC, and the Office of the First 
Lady met with children’s health advocates and representatives of the faith community to 
discuss the implementation of CHIPS. We are committed to getting materials to these 
families on the 800 number outreach and will convey recommendations from the 
advocates to the NEC, DPC, and First Lady’s office. OPL also is engaging nonprofits in 
CHIPS outreach. Large social service organizations have a unique opportunity to educate 
communities on the process of providing social services and to target outreach in 
communities with large concentrations of uninsured children.

Latino Media Conference: OPL, PIR, IGA, FCC and Legislative Affairs met with 
LULAC, La Raza, the National Association of Latino Elected Officials, the 
Congressional Hispanic Caucus Institute, and the National Hispanic Foundation for the 
Arts to discuss the participation of the PIR and FCC in the upcoming Latino Media 
Conference. The Hispanic community hopes that a discussion between media CEOs and 
the national Hispanic organizations, along with participation by the PIR and FCC, will 
help end the negative portrayal of Hispanics in the media. The conference will be held in 
Washington in September.
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CONSTITUENT OUTREACH AND OTHER ISSUES

AFRICAN AMERICAN OUTREACH

RIISTNESS OUTREACH

2

Health and Racial Disparity Briefing: OPL hosted a briefing with Dr. David Satcher, 
Sandra Thurman, DPC, and OMB to raise awareness in the health and minority 
communities on the health disparities that exist along racial lines. The briefing was well 
attended, and the organizations are committed to pushing for legislation that addresses 
health disparities.

National Association for Equal Opportunity in Higher Education (NAFEO) 

Presidential Conference: OPL met with Historical Black Colleges Presidents to discuss 
your education initiatives and your commitment to Historically Black Colleges and 
Universities at the NAFEO Presidential Conference in South Carolina. Earl Richardson, 
your appointee to head the Historical Black College Advisory Board, is requesting that 
you meet with the new Board to discuss ways to broaden support for you. He also 
expressed interest in working with you on initiatives affecting higher education 

opportunities.

Y2K Briefing: OPL and Y2K hosted a briefing for 100 representatives of various 
corporations and associations to discuss the Administration’s proposed Year 2000 
Information Disclosure Act. The act, which was sent to Congress last week, would 
promote information sharing among businesses in the effort to solve the Year 2000 
problem. John Kostkinen spoke to the representatives and took questions for over an 
hour. Interest in the briefing was overwhelming and response by those attending was 

positive.

Liberian Deportation: OPL continues to receive letters from Liberians requesting that 
you direct the INS to postpone the deportation of Liberian citizens residing in the U.S. 
under Temporary Protected Status. The Liberians face automatic deportation after 
September 28, 1998, but are requesting that you defer enforcement for one year.

■A'
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FROM: NEAL LANE

CC: ERSKINE BOWLES

SUBJECT: OSTP WEEKLY REPORT

Advisory Committee Releases Plan for U.S. Leadership in Information Technology

House Science Committee Remains Skeptical of Russia's Participation in Space Station

International Collaboration in Energy R&D -- Ups and Downs

Jack Lew, Dan Goldin, and OSTP Associate Director Duncan Moore presented the
Administration's strategy for ensuring Russia's successful completion of its International Space 
Station commitments and U.S. contingency plans to protect against potential future shortfalls at a 
hearing of the House Science Committee on August 5. The key elements of the strategy include 
ensuring on-time launch of the Russian Service Module in April 1999 and modifying the Shuttle 
orbiters to provide backup capability in case of future Russian problems delivering Progress 
resupply vehicles. Lew received most of the questions, and he clearly and consistently reiterated 
our position that the FY 1999 budget request is sufficient to cover our current commitments and 
and near-term contingency steps, and that we will ensure adequate funding for additional 
contingency steps, if required, in the budget requests submitted for FY 2000 and beyond.

My meeting this week with the Director-General of the European Laboratory for Particle Physics 
(CERN) confirmed that our international collaboration on the Large Hadron Collider (LHC) is 
proceeding smoothly. The agreement to join in the construction of a major scientific facility
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MEMORANDUM FOR THE PRESIDENT
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In a report that will be released Monday, your Information Technology Advisory Committee sets 
out a bold agenda for ensuring America's leadership in the Information Age. PITAC stresses the 
importance of increasing our investments for vital, long-term, fundamental IT research to sustain 
future economic competitiveness, provide tools for lifelong learning, and solve critical problems 
affecting the environment, health care, and national security. PITAC recommends focusing 

I future investments on: 1) techniques for developing software that is more dependable and 

reliable; 2) communications technology to combine networks, wireless, and satellite systems; 3) 
' high-speed computers and software that can deliver useful performance that is a thousand times 

faster than today's most powerful supercomputers; and 4) socio-economic research that ensures 
that all Americans benefit from the opportunities of the Information Age. I will pay particular 
attention to this report in developing recommendations for your FY 2000 budget.

ft JT



OSTP Keynotes Annual Meeting of the Ecological Society of America

On August 4, OSTP Associate Director Rosina Bierbaum gave the keynote address to several 
thousand scientists at the annual meeting of the Ecological Society of America, in Baltimore, 
Maryland. She described the Administration’s commitment to ecological research and our 
ecosystem management and environmental monitoring initiatives. She highlighted the 
importance of climate change as a threat to U.S. ecosystems and emphasized the importance of 
increased efforts to understand regional consequences of change. She also called on the 
ecological science community to increase its involvement in policy relevant research to support 
environmental decision making. The speech was covered in trade and mainstream journals 
{Philadelphia Inquirer article attached).

THE PRESIDENT HAS SEEN
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outside of our borders - five years in the making and involving significant consultation with 
Congress - was a major milestone for the United States. Unfortunately, we are not having an 
easy time securing Congressional support for our continued participation in the International 
pThermonuclear Experimental Reactor (ITER) agreement, which establishes an important 

mechanism for enabling international cooperation on planning and priority setting for fusion 
R&D. DOE's consultations with Congress on continued funding have been cantankerous and 
will continue through the budget season. OSTP and DOE believe our participation in the ITER 
agreement is consistent with the G-8 leaders ’ statement at the Birmingham Summit 
acknowledging successful cooperation on the pilot project and endorsing continued 
international cooperation for civilian nuclear fusion development. Your Committee of 
Advisors on Science and Technology (PCAST) has recommended continued engagement in the 
ITER process and urged that it is vital to continue without delay the international pursuit of 
fusion energy as an important element in our strategy for the future.
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Climate changes bear watching, adviser says I

I
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sanly mean flood, droughts and 
fires in Florida."

Bierbaum also repeated a theme 
increasingly heard in environmen­
tal-science circles — that scientists 
need to movezout of the laboratory 
and into the public debate over en­
vironmental policy and politics.

"The time of scientists remaining 
in their ivory towers is gone,” she 
said. “For better or worse, our sci­
ence is being used — or misued — 
in policymaking every day. Policy­
makers are quite able to deal with 
uncertainty to make decisions . ...

mate patterns over the past 100 
years." said Jerry Taylor, director of 
natural-resources studies for the 
CATO Institute, a conservative re­
search organization in Washington. 
Taylor, in an interview, agreed that 
global temperatures have in­
creased, but he said most of the in­
crease has occurred in winter 
months, at night, in northern 
climes. That, he said, “doesn't neces- ’

They could be behind floods and other disasters, the 
Clinton aide told the Ecological Society of America.

l’

We have to help them make the best 
guess.”

Interior Secretary Bruce Babbitt, 
who also addressed the 3,006 ecolo 
gists yesterday, echoed that: “Scien­
tists are a lot more convincing to 
the public than elected officials. Sci­
entists are most effective when they 
worry about the line between scien­
tific facts and outright advocacy, 
but I think scientists have been a bit 
too conservative in their view of 
where this line is It would be help­
ful for them to be more outspoken 
on issues."

baum, fear that increases in so- 
called greenhouse gases will push 
global temperatures to record levels 
and transform the world's climate 
— melting polar ice, raising ocean 
levels and creating extreme 
weather variations. The White 
House science office projects that 
global average temperatures will 
rise two to six degrees Farenheit 
-over the next century, with the 
greater change predicted at the 
more northern latitudes.

“Ecological research must focus not 
just on slow, giadual change, but also 
evaluate extremes,” Bierbaum said. 
“Often these are what cause socioeco­
nomic pain — droughts, floods, storm 
surges, pest outbreaks."

“I do worry that some of the cata­
strophic effects haven't been looked 
at carefully enough," she said.

"People ought to explore those 
really big surprises,We need to do 
more what-if scenarios."

She cited such potential effects as 
coastal flooding that could inundate 
Florida’s most populous cities, and 
an end to the oceanic “conveyor 
belt” effect that drives currents 
such as the Gulf Stream and affects 
everything from weather patterns 
to marine food chains.

“We must more clearly chart the 
impact of environmental change, to 
help the public understand the con­
sequences for things people care 
about: food, fiber, lifestyles," she 
told the ecologists.

Bierbaum's view is not universal. 
Some scientists argue that climate 
change, to the extent it occurs at all, 
will be much more benign.

"According to the (United Na­
tions'] International Panel on Cli­
mate Change, there is absolutely no 
increased volatility in global cli-

By Paul Nussbaum 
INQUIRER STAFF WRITER

BALTIMORE — Catastrophic ef­
fects of global climate change may 
soon overshadow familiar environ­
mental hazards and deserve much 
more attention from scientists and 
the public, President Clinton's sen­
ior environmental science adviser 
said yesterday.

Increased flooding, more 
droughts and wildfires, and inva­
sions of exotic pests could result 
from climate-transforming tempera­
ture increases, Rosina Bierbaum 
told scientists gathered here for the 
annual meeting of the Ecological So­
ciety of America.

Bierbaum, associate director for 
environment at the White House Of­
fice of Science and Technology Pol­
icy, warned that such severe effects 
“could be real showstoppers."

Many scientists, including Bier-
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KATHLEEN A. McGINTYFROM:

CEQ WEEKLY REPORTSUBJECT:

RESOURCE STEWARDSHIP

Baca Ranch

Following your discussion with Senator Domenici regarding acquisition of the Baca Ranch, we 
\ Ny^orked most of last week with the Senator and were able to reach an agreement on general principles

Clean Water

Yesterday, Erskine Bowles announced $365,000 in new federal resources to help the state of NorthYesterday, Erskine Bowles announced S365,OUU in new tederal resources to neip me state or Norm 
\Qfrolina respond to a major fish kill on the Neuse River. A pending agreement with the state also

Recycled Paper
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Outbreaks of pfiesteria and other harmful marine organisms are likely this summer along portions 
of U.S. coasts. EPA Administrator Browner and James Baker, Administrator of the National

will provide up to $221 million over 10-15 years to help farmers develop long-term strategies to 
reduce water pollution that may contribute to such mass dieoffs.

We will be working on this legislation during the August recess with the goal of having a joint bill 
ready for introduction when the Senate returns in September that could be enacted before the end 
of this Congress. The issues presented by Senator Domenici’s proposed legislation are complex and 
technical and will require considerable effort on all sides to reach agreement and to ensure 
appropriate management of the Baca Ranch and other federal properties. Nevertheless, there is a 
good faith effort being made on all sides, and we are optimistic that this can be done in the time 
frames necessary. If so, this will be a special bipartisan achievement to protect a magnificent natural 

area.

‘^3 .

EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY

WASHINGTON. D C. 20503I

for legislation that could be supported by the Administration and Senators Domenici and Bingaman. 
. The Senator agreed to wait to introduce his bill and to work with us to try to produce a mutually 

acceptable version. Senator Domenici also agreed to work with the Administration to release our 
requested funding for Baca Ranch acquisition, now pending with the Congress as part of our FY 
1998 Land and Water Conservation funding and FY 1999 budget request.
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National Petroleum Reserve Alaska

Recycled Paper

Oceanic and Atmospheric Administration, described the Administration's coordinated strategy for 
anticipating and responding to such outbreaks and called on Congress to assist those efforts by fully 

funding the Clean Water Action Plan.

The Department's decision opens certain areas to leasing and protects others as wildlife habitat. It 
was criticized by both the oil industry for putting some of the most potentially productive areas off 
limits, and the environmental community for opening up of the Reserve at all.

The Department started the planning process at the request of Governor Knowles and will follow 
it with a public comment period. The planning process was handled primarily by scientific experts 
from the Bureau of Land Management and elsewhere, and the review included extensive 
consideration of the geology, biology, and native subsistence use aspects of the property. It resulted 
in a recommendation to open to potential leasing over 80% of the portion of the Reserve reviewed. 
It also would put 600,000 acres completely off limits for oil development to protect goose molting 
area and would include a variety of other restrictions on surface activity to protect caribou herds, 
raptor nesting sites, and subsistence hunting and fishing.

Yesterday, Secretary Babbitt announced the preliminary results of the Department of Interior's 18- 
month planning process for a portion of the National Petroleum Reserve Alaska, which 
recommended opening up portions of the Reserve to potential oil development. This is a 23-miIlion 
acre tract of land on Alaska's North Slope lying to the west of the Arctic National Wildlife Refuge 

and the Prudhoe Bay oil fields.

<•
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FROM: GENE SPERLING

RE: NEC WEEKLY REPORT

ERSKINE BOWLEScc:

ft

Japan Insurance: We held a NEC principals meeting, following a review of the Japanese 
insurance industry initiated at the insistence of Reps. Callahan, Kingston, Collins, Bishop and 
Forbes on behalf of U.S. insurance providers AFLAC and AIG. The principals agreed that 
USTR’s July 1 decision - that current evidence does not indicate that Japan is in violation of our 
bilateral insurance agreement - was correct. However, the principals also agreed that continued 
monitoring was necessary to ensure that American firms have a fair chance to compete in the 
Japanese market - as agreed to in the bilateral insurance agreement.

Japanese Prime Minister Obuchi's Inaugural Speech: There were no major surprises in Prime 
Minister Obuchi’s first major address. He set forth plans for sustained, and somewhat increased 
fiscal stimulus (more than 6 trillion yen in tax cuts and 10 trillion yen in spending). As expected, 
he put Japan’s Gramm-Rudman law on ice. However, market reaction was muted. Obuchi 
offered no more details on plans to deal with Japan’s financial sector problems and made no 
commitment to accelerate the implementation of fiscal measures. We will use Secretary 
Albright’s meeting with Foreign Minister Komura later this month. Secretary Rubin’s meeting 
with Finance Minister Miyazawa on the West Coast in early September and your meeting on the 
margins of UNGA to press for quick implementation and greater clarity in Japan’s fiscal and 
financial action plans.

Co s

THE WHITE HOUSE

WASH INGTON 

August 7, 1998

’ IMEMORANDUM FOR THE ^RESIDENT

6 Super 301: The NEC Deputies agreed we should renew the Executive Order for the Super 301 
trade mechanism, which mandates an annual identification of priority unfair trade practices and 
initiation of a time-limited resolution process under threat of trade sanctions. The current Super 
301 Executive Order expired this year. In most cases, the threat of Super 301 designation has 
produced progress in trade negotiations without proceeding to the formal designation; for 
example, the Korean auto dispute in 1997. With a rising trade deficit, there is strong 
Congressional and industry support for renewal and enforcement of our trade laws. The next 
step is to decide whether to make the renewal permanent or time-limited and to identify an 
opportunity for rolling out the announcement. An ideal time may be upon resolution of one of 
our major outstanding trade disputes.

THE PRESIDENT HAS SEEN
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APEC: The NEC Deputies reviewed plans for this year’s APEC meeting in Malaysia. Russia, 
Peru and Vietnam will attend for the first time. The financial crisis will form the backdrop again 
this year, with Mahathir’s chairmanship heightening the need for developing consensus on this 
issue in advance through the ad hoc deputy finance ministers process created last year. On 
financial market issues, the main focus will be on financial and corporate restructuring and social 
safety net efforts. On trade, Japan is mounting fierce opposition to liberalizing its politically 
sensitive fishing and forestry industries, which could undermine the broad consensus we have 
achieved on finalizing liberalization in the nine sectors agreed by leaders last year; you will need 
to raise this with Prime Minister Obuchi in New York. Finally, we will try to capitalize on the 
shift in attitudes on bribery and corruption seen in many APEC economies in the wake of the 
financial crisis to propose a new initiative focusing on governance and anti-corruption efforts.

H-1B Visas: The House Republican leadership dropped their plans to bring legislation to 
increase the number of temporary (H-1B) visas for highly skilled foreign workers to the floor last 
week in response to dissent within their ranks and our threat to veto the legislation. Meanwhile, 
Cecilia Rouse, on my staff, and Peter Jacoby, of White House Legislative Affairs, met several 
times last week with Senator Abraham’s staff in order to reach an agreement that would include 
significant additional funding for training and strong protections for U.S. workers. Although the 
discussions have been suspended for the duration of the August recess, significant progress has 
been made and we are cautiously optimistic that we can reach an agreement.

School Modernization Day: Working with all of the White House offices and the Department of 
Education, we are getting out the word about your September Sth event. The Conference of 
Mayors included an announcement in their newsletter and expect a lot of interest; at an 
organizing meeting yesterday the AFT indicated they had already ginned up interest in a number 
of cities, helping to put more pressure on other groups to deliver. Bob Shireman on my staff 
briefed the House (8/4) and Senate (7/30) Democratic staffs and Agency Chiefs of Staff (8/4). 
There is still a lot of work to be done to get the kind of grassroots activity that will help lift the 
issue, but we are off to a good start.

Mexican Intellectual Property Violations: American industry continues to voice concerns over 
rampant intellectual property piracy in Mexico. USTR had sought to get action by placing 
Mexico on a priority warning list under our trade laws, but has agreed to hold off to see whether 
Mexico takes decisive steps over the next month. The principals are concerned about 
sensitivities among Mexican enforcement authorities who are also responsible for counter­
narcotics efforts. Therefore, it was decided that members of the Administration would attempt to 
engage their Mexican counterparts at the highest levels to emphasize the importance we assign to 
intellectual property enforcement and to urge Mexico to fulfill its commitments. If Mexico fails 
to act, principals will reconvene to consider a more aggressive approach.



Child Labor: The NEC and NSC hosted an interagency meeting on Friday (8/7) to further refine 
the Administration's response to Representative Chris Smith's bill that would impose sanctions 
on countries for inadequate laws or enforcement of child labor prohibitions. We must be sure to 
be consistent with the approach we took on the Religious Freedom Persecution Act and our 
approach to sanctions policy in general. However, the group is also working to develop a 
coordinated action plan on Child Labor and to develop concrete proposals to help the 
Administration retake the offensive on this important issue.

America Reads: We are making progress in the effort to produce a bicameral, bipartisan bill. 
The House and Senate staff met Wednesday, and Sen. Kennedy’s staff briefed Education and my 
staff today. (Sen. Kennedy is living up to his commitment to really work to make this happen; 
his staff has been leading the effort on the Hill). I am cautiously optimistic that an agreement 
can be reached; however, extraneous issues could still threaten the bill’s progress in September.

Higher Education Act Reauthorization: As you know, we struck a deal on Wednesday in 
which Chairman Goodling agreed to leave the National Board for Professional Teaching 
Standards alone this year, while we would accept the bottom line of CBO’s scoring of the bill 
(there had been a $1.5 billion difference that posed a problem for the conference). In my view, 
this was a obscure scoring dispute that we would have to give in on anyway. At the same time, 
Secretary Riley has now received three letters from Congress asking questions about Direct 
Consolidation Loans and Education’s administrative spending. We think this is in preparation 
for a fight over the interest rate reduction that we provided to current borrowers. On other issues 
within the bill, NEC and DPC staff met with community college presidents to discuss the welfare 
provisions and other areas of concern.

Biomaterials Signing: As you know, when you vetoed the 1996 product liability bill, you said 
that you supported protection for biomaterials suppliers. Following your signing this week of the 
Workforce Investment Act and the Credit Union Membership Access Act, next week you will 
sign the Biomaterials Access Assurance Act of 1998. You deserve credit for what the bill 
includes (the continued availability of raw materials for life-saving and life-enhancing implanted 
medical devices) and for what the bill does not include (prevent a patient injured from a bodily 
implant from getting the full amount of any recovery she was due in a case where the 
biomaterials supplier's negligence or intentional behavior was a cause of their harm). This bill is 
consist with your position on product liability reform: when a clear and compelling case is made 
for limits on liability and the protection is narrowly crafted to meet that objective, you have 
supported the bill; when the bill did not meet those tests, you have not wavered in your 

opposition.
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FROM:

SUBJECT: DPC Weekly Report

i

Bruce Reed
Elena Kagan

3. Health Care - Home Care Reimbursement: Home care providers are pressing 
Congress to modify a Medicare reimbursement policy passed as part of last year’s Balanced 
Budget Act. In that Act, Congress established a phased-in prospective payment system, 
similar to the system that has constrained hospital payments, to curb the dramatic increase in 
home health expenditures (from $4.7 billion in 1990 to $17.2 billion in 1997). Now home care 
providers are claiming that the new policy reduces rates too much, penalizes efficient 
providers, and disproportionately harms some providers who serve very ill patients. A number

2. Health Care -- Elder Abuse: We are working on an initiative that you could 
unveil as early as Thursday to respond to continuing reports of elder abuse. By that time, HHS 
and NIH should be ready to release reports documenting the physical, psychological, 
emotional, and financial abuse which older Americans suffer, often at the hands of family 
members. As part of the initiative, you would (1) announce the creation of a new center on 
elder abuse; (2) release new Justice Department grants to help identify and prevent elder 
abuse; and (3) call on Congress to reauthorize the Older Americans Act, which includes 
services to help elders at risk for abuse. We also will work with aging advocates and others 
to help highlight some of the best practices in the states to crack down on elder abuse. This 
initiative complements your recent efforts to ensure that patients in nursing homes receive 
high quality services, and we will try to draw that connection.

THE WHITE HOUSE

WASH INGTON

1. Health Care -- Patients’ Bill of Rights Event: You are scheduled to go to 
Kentucky on Monday to participate in an event on patients’ bill of rights legislation. In line 
with your pledge to the Democratic caucus last week, you will highlight the many 
shortcomings of the Republican bills and show how they differ from the Kennedy-Dingell- 
Ganske alternative. The President of the Kentucky Medical Association, a lifelong 
Republican, is currently scheduled to give a speech at this event, expressing the AMA’s 
disappointment with the Republican proposals. Other major provider and consumer 
organizations will repeat the same message and praise your leadership on this issue. In 
addition, you will announce at this event that the Federal Employees'Health Benefits Program 
is now ready to implement an anti-gag rule — thus taking still another step in our continuing 
effort to bring all federal health programs into compliance with the patients’ bill of rights, even 
while Congress delays in passing legislation.

\ r'
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J ( a ; 4. Education - National Board for Professional Teaching Standards:

/*' j f '• Congressman Goodling agreed to drop the provision in the Higher Education Act to prohibit

<

I

funding for the National Board for Professional Teaching Standards in exchange for OMB’s 
promise to accept the CBO’s scoring of the student loan program. Goodling also agreed not 
to attack the Board in any other legislation that Congress will vote on this year. While this 
deal protects the Board for the time being, we expect Goodling to pursue his vendetta against 
the Board in next year’s reauthorization of the Elementary and Secondary Education Act. Our 
efforts over the last few weeks have demonstrated that although the Board enjoys broad 
bipartisan support in the Senate, it has no real following in the House; in addition, our efforts 
have shown that even champions of the Board have questions about certain aspects of its work 
- particularly about the very high cost of certification. We will continue to work closely with 
Governor Hunt and others on a strategy to shore up support for the Board among members of 
Congress, including by urging the Board to make needed reforms.

of the providers’ complaints appear to have some validity, but there is little HCFA can do 
about them without new legislation. Congress would like to respond, but so far has failed to 
devise a viable alternative. Budget-neutral changes in the reimbursement policy cannot attract 
sufficient support because they inevitably would hurt as many home care providers as they 
would help. But non-budget-neutral revisions also have significant problems, because they 
would require new and almost certainly unpoular Medicare offsets. In response to this 
difficulty. Congressman Thomas and other members of the Ways and Means Committee have 
begun to allege that the Administration bears primary responsibility for solving the problem. 
We expect pressure to grow even stronger over the next month or so for the Administration 
to identify new Medicare savings and provide cover for using them for this purpose.

5. Education — Bilingual Education: The House Republican Leadership scheduled 

Congressman Riggs’s bilingual education bill for a floor vote on Thursday, but pulled the 
bill at the very last minute. Democratic opposition to the bill was strong, and a few 
Republicans from New Mexico, Texas, and Florida also might have voted against it. It is 
unclear whether the Leadership will schedule new time for the bill in September.

• 6. Community Empowerment -- Empowerment Zones: A bipartisan coalition of
Senators including Senators Jeffords, Leahy, and Warner last week introduced legislation that 
would provide grant funding for the second round of Empowerment Zones (EZs). This bill, 
the result of months-long negotiations between Administration and Senate staff, not only 
would provide flexible grants to the second-round EZs (as the Administration’s earlier 
proposal did), but also would provide: (1) funds for a new demonstration program called Rural 
Opportunity Communities (ROCs) to spur economic development in communities that cannot 
qualify for the EZ/EC program; (2) a new pool of money for high-performing EZs and ECs 
that have exhausted their existing resources; and (3) a preference for high-performing first- 
round ECs that are applying for a second round EZ. In the next weeks, DPC, OVP, and NEC 
will continue to work closely with HUD and USDA in procuring additional cosponsors for this

THE PRESIDENT HAS SEEN
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legislation, and will work to secure its passage as part of any revenue-related legislation 
coming out of the Senate Finance Committee.

8. Crime - Law Enforcement: The House Crime Subcommittee is scheduled to 
mark up legislation next week to provide college scholarships to the children and spouses of 
local law enforcement officers killed in the line of duty. You called on Congress last year to 
pass this legislation, after signing a bill in 1996 to provide such scholarships to the dependents 
of slain federal officers. Similar legislation passed the full Senate in May.

7. Crime -- Concealed Weapons Legislation: The House Judiciary Committee 
approved legislation last week to expand the right of certain persons to carry concealed 
weapons across interstate lines. As originally introduced — upon the request of the Fraternal 
Order of Police — this bill would have allowed current and former law enforcement officers 
to carry concealed firearms across state lines. As amended in the Judiciary Committee — with 
strong support from the NRA - the bill also would allow private citizens with permits to carry 
concealed weapons in their home states to do the same in any other states that permit 

concealed weapons.

10. Children and Families -- After-School Programs and Service: You recently 
asked us to look into a proposal from a White House Fellow to earmark 15 percent of 
proposed funding for the 21st Century Community Learning Centers program for after­
school programs run through the Corporation for National Service (CNS). Strengthening 
the connection between service and after-school activities is important, and service is in fact 
already a significant part of the current 21st Century program. But specific earmarking 
from an Education Department program to the CNS might be disadvantageous for both 
programs for the following reasons: (1) funds from the Education Department come with

9. Gay and Lesbian Issues - Sexual Orientation Executive Order: The House last 
week voted down an amendment, sponsored by Congressman Hefley, to prohibit funding to 
implement your executive order of May 28 banning discrimination based on sexual orientation 
in the federal civilian workforce. The vote was 252 to 176, with 63 Republicans rejecting the 
Hefley measure. A recent Wall Street Joumal/NBC News Poll showed that 72 percent 
supported the order, while only 20 percent opposed it.

Currently, 29 states must issue concealed-weapons permits upon request to all persons 
not prohibited from owning a firearm (generally, convicted felons); 13 states may issue 
concealed-weapons permits, but retain some discretion in approving and denying applicants; 
one state - Vermont -- does not even require a permit to carry a concealed weapon; and only 
seven states flatly prohibit the carrying of a concealed weapon. Thus, the practical effect of 
the legislation passed last week is to allow millions of gun owners to carry concealed and 
loaded weapons on an interstate basis in 43 of the 50 states. We are considering making this 
legislation a central piece of the gun event you will do in California next week (which also 
will focus on Brady), but first must consult with Grey Davis and others.
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many more restrictions on their use than CNS dollars; (2) additional earmarking would
x.

House Appropriators cut our budget request from $200 million to $60 million); and (3) this 
kind of earmarking would lessen our ability to promote greater utility of public school 
buildings during after-school hours. We will, however, continue to explore ways in which 
we can provide greater support and funding both to traditional after-school learning 
programs and specific service-oriented programs.

djftin the 21st Century program of needed resources (the Administration’s budget proposal 
already targets 10 percent of program funding to community-based organizations, and the
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SPECIAL ANALYSIS
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Conserving Species without Breaking the Bank

Costs of Protecting Species
400

200 l.i

Weekly Economic Briefing 2 August 7, 1998
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The Endangered Species Act prohibits actions that may lead to the extinction of 
species and requires the government to implement recovery plans that will restore 
healthy populations. However, protecting all species is currently beyond the means 
of both public and private conservation agencies. What is the best way to use limited 
resources to achieve conservation benefits?

Findings. The chart shows that the budget-constrained strategy protects listed 
species at far lower cost than the site-constrained strategy. (Costs are illustrative and 

assume 1,000 acres are set aside for each 
protected site.) For example, the costs of 
covering approximately half of the listed 
species under the budget-constrained 
approach are about a third those under the 
site-constrained approach. By choosing 
sites that are one-sixth as expensive, on 
average, the budget-constrained approach 
has twice as many reserve sites, protects 
as many species, and still costs far less 
than the site-constrained approach. The

chart also illustrates how the total costs of species protection rise slowly at first under 
the cost-effective strategy, but eventually rise very sharply.

fl

e300 
JI 
§ 

O 200

100

A cost-effective conservation strategy. A recent economic study illustrates this 
point. It treats a listed endangered species as protected if it occurs in at least one 
county where a biological reserve site is established. For simplicity, reserve sites in 
all counties are assumed to be the same size. Using data on the occurrence of listed S-cx. UjJbb- 
species and the per acre land value by county, the study assesses the number of co s 
species protected and the total cost of choosing different sites for biological reserves 
under two different protection strategies:

• site-constrained, where the objective is to choose sites that cover the maximum 
number of species, given that a fixed number of sites will be chosen.

• budget-constrained, where the objective is to choose sites that cover the 
maximum number of species given a fixed budget.

C-S-p I cd
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Selecting priority areas. A recent study by conservation biologists indicates that the 
vast majority of domestic species on the endangered species list can be protected by 
targeting_a^maLLnumbgr of high-priority areas. This study implicitly assumes that 
the cost otsettin£asidelandTbr coiiservationfs the same in all areas. The priority 
areas that were selected,lioweverTThclude someof the mosLexpehsive land in the 

United States (including Hawaii and much of coastal California). The same number 
of species could be protected at lower cost by taking land costs into account.

400 600
Number of species

Site-constrained
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Housing Affordability Index Remains High. Despite a small drop in the second 
quarter, housing affordability conditions remain near their highest sustained levels 
since the early 1970s, according to the National Association of Realtors (NAR). The 
NAR composite Housing Affordability Index stood at 131.1 in the second quarter, 
6.1 points higher than a year ago. The index measures housing affordability factors 
(mainly home prices and mortgage rates and terms) relative to median family income. 
The current level means that half the nation’s households have at least 131.1 percent 
of the income needed to afford a median-priced resale home (costing, coincidentally, 
$131,100). The NAR calculates that families with $30,000 of income can afford a 
house priced at $115,000 and those with $60,000 can afford a house priced at 
$230,000. In the second quarter, an increase in the median existing-home price offset 
a modest increase in family income and a slight decline in mortgage interest rates.

Infants’ Health Is Now Less Dependent on Family Income. The intergenerational 
transmission of health inequality has been reduced over the twentieth century, 
according to a new study. The relationship between a newborn’s weight and its 
parents’ income has weakened, as has the relationship between a mother’s height, 
which is dependent on her own nutritional status during her growing years, and her 
newborn’s weight. Although birth weights at the turn of the century were quite 
similar to today’s birth weights, tum-of-the-century infants quickly lost ground 
relative to today’s infants, as their risk of death in the first 10 days of life was much 
higher. The author attributes the change to improved obstetrical and medical 
knowledge, particularly in infant nutrition.

CBO Assesses Impact of Generic Drugs. Between 1984 and 1996, the proportion 
of prescription drugs sold in the United States accounted for by generic drugs rose 
from 19 to 43 percent, according to a recent study by the Congressional Budget 
Office. Switching to generics saved consumers $8 to $10 billion at pharmacies in 
1994. CBO found three main causes for the growth in generic sales. First, the 1984 
Hatch-Waxman Act made it easier and less costly for manufacturers to market 
generic drugs. Second, drug-substitution laws have allowed pharmacists to dispense 
a generic drug when a brand-name drug is prescribed. Third, government and private 
health plans have substituted generic for brand-name drugs. The Hatch-Waxman Act 
also contained patent-extension provisions to address the issue of incentives to 
develop new brand-name drugs, which could be eroded by increased generic entry. 
The CBO study concludes that since 1984, the expected returns from marketing a 
new drug have declined by about 12 percent, or $27 million in 1990 dollars. 
Although probablyjigfjenetrgtrtoThake drug development unprofitable on average, 
this deplifltrlfiayhave made some specific projects unprofitable. Although some 
^hSrmaceutical industry representatives have called for further patent-term 
extensions, CBO concludes that policies to speed up the FDA drug approval process 
without sacrificing the safety and efficacy of drugs would be much more beneficial 
to both the pharmaceutical industry and consumers, because that would bring new 
■drug^to market sooner rather than delay the introduction of a generic.
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The rise in the stock market over the past few years has increased household net worth 
and boosted the ratio of net worth to disposable income. This increase in wealth has 
reduced the need to save out of current income. As a result the proportion of income 
going to consumption has risen (and the personal saving rate has fallen).

Prepared by the Council of Economic Advisers 
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CURRENT DEVELOPMENT

GDP Revisions Show More Growth, Less Personal Saving

from the previous estimate.
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The latest annual revisions to the National Income and Product Accounts show that 
the economy grew faster than previously estimated over the past several years. The 
growth rate of real GDP was raised for each of the past 3 years (see upper chart); 
since 1993, real GDP has grown at a 3.4 percent annual rate—up 0.3 percentage point 

GDP Growth

H Previous

A Revised

Higher productivity. Because the upward revision to real output exceeds the 
upward revision to hours (announced 2 months ago by the Bureau of Labor 
Statistics), productivity is likely to be revised up (see lower chart). Since the last 
business-cycle peak, productivity appears to have grown at a 1.3 percent annual 
rate—0.1 percentage point higher than previously estimated.

Lower prices. About three-fourths of 
the upward revision to real GDP resulted 
from price revisions. The experimental 
geometric indexes scheduled to be 
incorporated into the consumer price 
index next January were used to deflate 
most parts of nominal personal 
consumption back to 1995.
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Note: Revised productivity figures are estimated from revised output and hours data.

A smaller statistical discrepancy. 

About one-fourth of the upward revision 
to output resulted from the use of more 
complete source data, which raised 
nominal GDP by $31 billion in 1997. 
Gross domestic income, by contrast, was 
little changed, and the statistical 
discrepancy between income and 
spending was trimmed by $30 billion.
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Saving reallocated. Capital gains 
distributions by mutual funds, which had 
been erroneously included in personal 
dividend income, were shifted to 
undistributed corporate profits. This 
reduced personal saving by $60 billion in
1997 but increased business saving by the

98 same amount—with no net effect on 
96 national saving. Meanwhile the personal 
g4 saving rate fell to just 0.6 percent in the 

second quarter (see middle chart).
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SPECIAL ANALYSIS

’XConserving Species without Breaking the Bank

co s

Costs of Protecting Species
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The Endangered Species Act prohibits actions that may lead to the extinction of 
species and requires the government to implement recovery plans that will restore 
healthy populations. However, protecting all species is currently beyond the means 
of both public and private conservation agencies. What is the best way to use limited 
resources to achieve conservation benefits?

Findings. The chart shows that the budget-constrained strategy protects listed 
species at far lower cost than the site-constrained strategy. (Costs are illustrative and 

assume 1,000 acres are set aside for each 
protected site.) For example, the costs of 
covering approximately half of the listed 
species under the budget-constrained 
approach are about a third those under the 
site-constrained approach. By choosing 
sites that are one-sixth as expensive, on 
average, the budget-constrained approach 
has twice as many reserve sites, protects 
as many species, and still costs far less 
than the site-constrained approach. The

chart also illustrates how the total costs of species protection rise slowly at first under 
the cost-effective strategy, but eventually rise very sharply.
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A cost-effective conservation strategy. A recent economic study illustrates this 
point. It treats a listed endangered species as protected if it occurs in at least one 
county where a biological reserve site is established. For simplicity, reserve sites in (V\c 
all counties are assumed to be the same size. Using data on the occurrence of listed S-cx. 
species and the per acre land value by county, the study assesses the number of 
species protected and the total cost of choosing different sites for biological reserves 
under two different protection strategies:

• site-constrained, where the objective is to choose sites that cover the maximum 
number of species, given that a fixed number of sites will be chosen.

• budget-constrained, where the objective is to choose sites that cover the 
maximum number of species given a fixed budget.

THE PRESIDENT HAS SEEN
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Selecting priority areas. A recent study by conservation biologists indicates that the 
vast majority of domestic species on the endangered species list can be protected by 
targetingj^smalLnumber of high-priority areas. This study implicitly assumes that 
the costjofjeUing^deJandTbr CMiservatTonYs the same in all areas. The priority 
areas that were selected,~howeveLTnclude somfTof the mosfexpensive land in the 

United States (including Hawaii and much of coastal California). The same number 
of species could be protected at lower cost by taking land costs into account.
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College Quality and Earnings

Private colleges

Public colleges
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College tuition is high and variable. 

Tuition (including room and board) 
varies substantially among 4-year 
colleges, averaging roughly $7,300 at 
public institutions and $18,000 at private 
colleges. Many of the elite schools cost 
$25,000 or more. College costs have 
been increasing since 1980, especially 
among private institutions (see chart).

These results were confirmed by a second study, which found that attending elite 
private colleges increases wages. Moreover, this study found that around age 24, the 
wage advantage associated with attending an elite private college was lower for 
students who graduated in the late 1970s (a 9 percent wage advantage relative to 
attending a bottom-ranked public school) than in the mid- to late 1980s (a 20 percent 
wage advantage). This finding is consistent with earlier studies showing that 
disparities in wages have risen over this period among workers with the same years 
of education, experience, and race.

Quality matters. A new study of 3,100 men finds that attending a higher-quality 
college leads to greater earnings than attending a lesser-quality institution. The study 
measured school quality using indicators such as SAT scores of incoming students, 
share of faculty with Ph.D.s, applicant rejection rate, faculty-to-student ratio, and 
spending per student. It found that after adjusting for individual characteristics (such 
as performance on standardized tests, parental education, parental family structure, 
and various characteristics of the student’s high school), men who attended colleges 
in the top fifth of the quality ranking earned 13 percent higher hourly wages than 
those who attended colleges in the bottom fifth.

Implications. The effectiveness of educational spending continues to be debated. 
Although more spending per se may not improve student performance, new studies 
have demonstrated that smaller class sizes and other quality improvements are 
associated with better academic performance and future labor market outcomes. In 
the case of colleges, however, a question remains whether improved school quality 
raises graduates’ wages because it raises their productivity or simply because 
employers assume that graduates with prestigious degrees are worth more.

Increased educational quality (in the form of smaller class size) appears to improve 
educational outcomes among young children. Two recent studies suggest that quality 
matters at the other end of the educational spectrum as well: attending a high-quality 
4-year college enhances graduates’ earnings over and above effects related to 
students’ individual characteristics.

Public and Private Tuition, Room, and Board
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ARTICLE

More Work for Mom

Annual Hours of Work, Married-Couple Families
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Many American families spend more time working for pay than their counterparts did 
30 years ago. All of the increase is due to increased hours among women—wives 
and single mothefsT'-——'-*----- —“-—___________—------------

* The highly educated. For married couples with a college-educated husband, 
average annual hours of work increased 644 hours (23 percent)—more than twice 
the increase for couples in which the husband had a high school diploma or less. 
In both cases, the increase came from the wives. For single parents with a college 
degree, annual hours of work rose by 321 hours (20 percent), compared with 
165 hours (16 percent) for single parents with a high school diploma or less.

• Parents of young children. For single parents with a child under age 3, annual 
hours of work increased by 405 hours (55 percent), compared with 260 hours

More weeks or longer weeks? For 
wives and single parents, the increase in 
annual work hours reflects both more 
weeks worked per year (including fewer 
women not working at all) and more 
hours of work per week. For husbands, 
the number of weeks worked has 
declined slightly, while the usual number 
of hours worked per week has remained 
relatively constant.

Where are the effects greatest? Although the basic trends are similar across a wide 
range of family types, the following two groups experienced especially large effects:

□ Wife

C? Husband
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Trends. Average annual hours of work increased for both married-couple and 
single-parent families between 1969 and 1996. The increase was 496 hours 

(18 percent) for two-parent families (see 
upper chart) and 297 hours (28 percent) 
for single-parent households (see lower 
chart). In 1996, wives in married-couple 
families worked almost twice as many 
hours as their 1969 counterparts, and 
their increase more than accounted for 
the rise in hours worked among such 
couples. (To put these numbers in 
context, a person working full-time year- 
round would work about 2,000 hours per 
year.)
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(23 percent) for single parents without a young child. For married couples, hours 
of work increased by 557 hours (21 percent) for families with a child under age 
3, compared with 467 hours (16 percent) for families without a young child. This 
result is not surprising, since mothers of young children worked less than mothers 
of older children 30 years ago and therefore had more room to increase their 
hours.

Implications. More work in the market means fewer total hours available for child 
care, work in the home, and leisure. Changes in family size and structure complicate 
any assessment of how this change in work hours has affected the amount of time 
parents have available to spend with each child. On the one hand, a rising share of 
single-parent families and increased time in the labor market among married-couple 
families may mean less total time available for child care. On the other hand, a 
reduction in the average number of children per family would tend to increase 
parental time per child. In addition, working parents may spend less time on 
housework and leisure in order to reclaim time with their children.
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Housing Affordability Index Remains High. Despite a small drop in the second 
quarter, housing affordability conditions remain near their highest sustained levels 
since the early 1970s, according to the National Association of Realtors (NAR). The 
NAR composite Housing Affordability Index stood at 131.1 in the second quarter, 
6.1 points higher than a year ago. The index measures housing affordability factors 
(mainly home prices and mortgage rates and terms) relative to median family income. 
The current level means that half the nation’s households have at least 131.1 percent 
of the income needed to afford a median-priced resale home (costing, coincidentally, 
$131,100). The NAR calculates that families with $30,000 of income can afford a 
house priced at $115,000 and those with $60,000 can afford a house priced at 
$230,000. In the second quarter, an increase in the median existing-home price offset 
a modest increase in family income and a slight decline in mortgage interest rates.

THE PRESIDENT HAS SEEN
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CBO Assesses Impact of Generic Drugs. Between 1984 and 1996, the proportion 
of prescription drugs sold in the United States accounted for by generic drugs rose 
from 19 to 43 percent, according to a recent study by the Congressional Budget 
Office. Switching to generics saved consumers $8 to $10 billion at pharmacies in 
1994. CBO found three main causes for the growth in generic sales. First, the 1984 
Hatch-Waxman Act made it easier and less costly for manufacturers to market 
generic drugs. Second, drug-substitution laws have allowed pharmacists to dispense 
a generic drug when a brand-name drug is prescribed. Third, government and private 
health plans have substituted generic for brand-name drugs. The Hatch-Waxman Act 
also contained patent-extension provisions to address the issue of incentives to 
develop new brand-name drugs, which could be eroded by increased generic entry. 
The CBO study concludes that since 1984, the expected returns from marketing a 
new drug have declined by about 12 percent, or $27 million in 1990 dollars. 
Although probablyjigljeftOttgtrToThake drug development unprofitable on aveTa^e. 

this declmrTfiayhave made some specific projects unprofitable. Although some 
.pfrtfrmaceutical industry representatives have called for further patent-term 
extensions, CBO concludes that policies to speed up the FDA drug approval process 
without sacrificing the safety and efficacy of drugs would be much more beneficial 
to both the pharmaceutical industry and consumers, because that would bring new, 
'tfrug^tomarketsooner rather than delay the introduction of a generic.

Infants’ Health Is Now Less Dependent on Family Income. The intergenerational 
transmission of health inequality has been reduced over the twentieth century, 
according to a new study. The relationship between a newborn’s weight and its 
parents’ income has weakened, as has the relationship between a mother’s height, 
which is dependent on her own nutritional status during her growing years, and her 
newborn’s weight. Although birth weights at the turn of the century were quite 
similar to today’s birth weights, tum-of-the-century infants quickly lost ground 
relative to today’s infants, as their risk of death in the first 10 days of life was much 
higher. The author attributes the change to improved obstetrical and medical 
knowledge, particularly in infant nutrition.
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Southeast Asian Governments Undertake New Measures to Support Recovery. 

The governments of Malaysia and Thailand have each formulated plans to support 
their weakening financial systems and promote economic recovery. Malaysia’s plan 
calls for a $5 billion bond issue for the purposes of bank recapitalization, stabilizing 
the currency within a band set by a trade-weighted basket of currencies, increasing 
foreign reserves, reducing dependence on the dollar for trade, and adopting a 
balanced interest rate policy. The government has also recently announced several 
fiscal and monetary measures to revive the Malaysian economy, which local analysts 
expect to contract by 3 percent this year. Such measures include a $ 1.25 billion 
infrastructure fund to revive infrastructure projects that were deferred last year and 
the reduction of statutory reserve requirements by the Central Bank of Malaysia, from 
10 percent to 8 percent. Details of the Thai plan are being withheld pending the 
outcome of ongoing negotiations with the IMF.

New Study Compares Public Pension Systems among the G-5. A recent study 
concludes that the cost of public programs for the elderly is expected to increase 
significantly as a share of GDP in every G-5 country except the United Kingdom, as 
the proportion of the population over 65 continues to grow relative to the population 
aged 15 to 64. Several factors make the United Kingdom different. Over time, the 
basic flat rate pension of their two-tier pension system has declined, and workers now 
have the option of switching out of the earnings-based second tier into private 
pension programs. In addition, public health care costs in the United Kingdom are 
expected to increase less than in other G-5 countries, in contrast to the United States, 
which has the largest projected increase in such costs. As a result of this reduction 
in public spending on pension and health care programs, the United Kingdom will 
not face the same financing problems as the other G-5 countries. Despite the impact 
of privatization on the U.K.’s pension costs, the study notes a number of problems. 
If large numbers of workers suffer low or negative returns on their investments, for 
example, democratically elected governments may face pressure to compensate them 
for their losses.

Do High Asian Saving Rates Reflect Cultural Differences? Economists remain 
unsure exactly why some countries save so much more than others. Most 
explanations based on differences in the economic environment (such as social 
security systems, tax incentives, and land and housing prices) have been largely 
unsuccessful at explaining the observed variation. As a result, many have suggested 
that saving differences stem in part from cultural differences rather than strictly 
economic differences. But a recent study of U.S. immigrants found that although the 

.saving patterns of immigrants differed substantially by country of origin, immigrant 
saving patterns did not match up with the country-of-origin saving patterns. In 
particular, immigrants from countries with high national saving rates, such as Japan, 
Korea, and Taiwan, did not seem to have higher saving rates than the other 
immigrants in the authors’ sample. Of course, immigrants may differ in important 
ways from those who remain at home.
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Leading Indicators

NAPM Report on Business

MAJOR RELEASES NEXT WEEK
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The Purchasing Managers’ Index decreased to 49.1 percent in July 
from 49.6 percent in June.

Productivity (Tuesday)
Retail Sales (Thursday)
Industrial Production and Capacity Utilization (Friday) 
Producer Prices (Friday)

In July, the unemployment rate was unchanged from June at 
4.5 percent. Nonfarm payroll employment rose by 66,000.

In June, the composite index of leading indicators decreased 
0.2 percent following a decrease of 0.1 percent in May.

Employment and Unemployment
‘‘Embargoed until 8:30 a.m., Friday, August 7, 1998“



U.S. ECONOMIC STATISTICS

1997 1997:4 1998:1 1998:2

Percent growth (annual rate)

Real GDP (chain-type) 2.7 3.8 3.0 5.5 1.4

GDP chain-type price index 5.4 1.7 1.1 0.9 0.8

1.5 2.1 1.4 1.1 N.A.

3.7
3.5

11.0 11.1
4.2 4.3

1.2 0.9
0.0 0.7

1997

Unemployment Rate (percent) 6.7’* 4.9** 4.3 4.5 4.5

328 196

•‘Figures beginning 1994 are not comparable with earlier data.
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66
16322

0.6
1.3

5.8
5.0

10.6
4.0

11.9
13.1

2.2
2.5

0.3
0.2

11.3
13.2

0.4
N.A.

10.9
4.5
8.2
9.2

10.7
4.1

12.0
13.2

3.1
3.9

11.6
13.1

N.A.
N.A.

N.A.
N.A.

Shares of Nominal GDP (percent)
Business fixed investment
Residential investment
Exports
Imports

New or revised data in boldface.
Employment and unemployment data embargoed until 8:30 a.m., Friday, August 7,1998.

Personal saving
Federal surplus

Payroll employment (thousands) 
increase per month 
increase since Jan. 1993

June
1998

July
1998

May
1998

Nonfarm business (NFB) sector: 
Productivity (chain-type)
Real compensation per hour:

Using CPI
Using NFB deflator

1970-
1993

1970-
1993

0.1
-0.1

1.5 
-0.3

5.2 
-2.7

1.7
-1.2

Inflation (percent per period)
CPI
PPI-Finished goods



FINANCIAL STATISTICS

1996 1997

Dow-Jones Industrial Average 5743 7441 8873 9097 8578

INTERNATIONAL STATISTICS

International Comparisons v
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5.01
6.44
7.80
8.27

5.06
6.35
7.60
8.44

4.98
5.50
7.00
8.50

4.96
5.46
6.95
8.50

4.90
5.44
6.94
8.50

3.5 (Q2)
3.8 (QI) 

-3.7 (Q1)
3.4 (QI)
3.0 (Q1)
2.5 (Q1)
2.6 (Q2)

Interest Rates (percent per annum)
3-month T-bill
10-year T-bond
Mortgage rate, 30-year fixed
Prime rate

1.7 (Jun)
1.1 (Jun)
0.1 (Jun)
1.0 (Jun)
1.2 (Jun)
1.8 (Jun)
3.7 (Jun)

July
1998

Aug. 6,
1998

4.5 (Jul)
8.4 (May)
4.2 (Apr) 

12.0 (Apr) 
2/7.6 (Apr)
12.4 (Apr)
6.4 (Mar)

CPI inflation 
(percent change in index 

last 12 months)

Exchange Rates
V

Deutschemark-Dollar
Yen-Dollar
Multilateral $ (Mar. 1973=100)

Current level
August 6, 1998

1.768
144.6
101.1

United States
Canada
Japan
France
Germany
Italy
United Kingdom

Real GDP 
growth

(percent change last 4 quarters)

June
1998

U.S. unemployment data embargoed until 8:30 a.m., Friday, August 7, 1998.
1/ For unemployment data, rates approximating U.S. concepts as calculated by the U.S. Department of Labor, Bureau of Labor 
Statistics.
2/ Rate for former West Germany. Using OECD standardized unemployment data, the unemployment rate for unified Germany for 
April 1998 is 10.0 percent.

Year ago 
-5.9 
21.9 
-0.3

Percent Change from
Week ago

-0.5
1.5
0.2

Unemployment 
rate

(percent)


