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Tuesday, September i, 1998
*

Preaching Green, Subsidizing Dirty

I

The writer is chairman and president of 
the Export-Import Bank of the United 
States.

ers to meet The Ex-Im Bank worked with 
industry and other outside groups to create 
realistic guidelines, and went a step further by 
crafting financing incentives to improve the 
competitive position of U.S. firms that export 
environmentally beneficial products and tech­
nofogies. Our stand benefits not only American 
companies seeking to expand sales overseas 
but also the developing world, which desper­
ately needs clean air and clean water.

The sponsor of this legislation, Sen. Frank 
Murkowski (R-Alaska), believes American 
exporters are losing foreign contracts be­
cause other export credit agencies do not 
require environmental standards. He had 
visited the Three Gorges Dam project in 
China, a project the Ex-Im Bank and the 
World Bank were not able to support be­
cause of insufficient information about its 
environmental impact, but that other G-7 
export credit agencies are funding.

But the Ex-Im Bank’s experience with its 

Ttie Senate will soon consider an amend­

ment that would surrender U.S. leadership 
internationally on the environment. The 
amendment to the Foreign Operations Ap­
propriations Act would effectively cede the 
decision-maker power of the U.S. govern­
ment to foreign bureaucrats by prohibiting 
the Export-Import Bank from withholding 
financing for projects that any other G-7 
country chooses to support, regardless of the 
project’s environmental impact. Adoption of 
this amendment would represent a serious 
step backward at a time when there is 
increasing evidence of the urgent need for 
global resource management. Now is exactly 
the wrong time to retreat from our position 
of leadership,on the environment.

Congress mandated that the Ex-Im Bank 
develop environmental guidelines in 1992. 
Let’s be clear: These are internationally recog­
nized, minimum thresholds for air and water 
quah’ty that we encourage projects and export­

environmental guidelines has been positive. 
The Bank has never rejected a project solely 
for environmental reasons. We have found 
that U.S. firms seeking to sell overseas come 
to us early for help to meet our guidelines 
and qualify for our financing incentives. 
Since 1995, we estimate that U.S. exporters 
have augmented their export sales by $100 
million by upgrading projects to meet our 
basic environmental criteria. Having myself 
just returned from China, I share President 
Clinton’s concern that “economic develop­
ment not lead to environmental catastro­
phe.” An unfortunate fallout from the eco­
nomic crisis in Asia may be the 
subordination of environmental standards to 
short-term job demand.

The Ex-Im Bank’s mission is to level the 
playing field for U.S. businesses. Unfortu­
nately, in recent years, factors beyond Ex-Im 
Bank’s control—U.S. sanctions, concession­
al financing by foreign governments and 

limited budget resources—have caused the 
field to tilt against the U.S. exporter. The 
answer is not to retreat on the environmental 
issue; rather, we must bring the others up to 
our standards. Frankly, when other coun­
tries preach green but subsidize dirty, we all 
lose.

What the U.S. exporter needs now is for all 
the industrialized countries to agree on the 
importance of the environment. Improving 
the global environment is not a punishment; 
it is a responsibility shared by the developed 
world. There are no boundaries in the 
atmosphere or oceans.

Congress was right to urge us to adopt 
environmental guidelines in 1992.1 believe it 
would be wrong for Congress, the Ex-Im 
Bank and U.S. business to retreat now.

Flhe Uteljin jton p
•, I

James A. Harmon

• •



Wednesday, September 16,1998

Taking Exception

about the 1.3 million people who

I

dearly benefit the people who live in of the primary reasons the Chinese 

government decided to build the dam. 
If an equivalent number of Ameri­

cans (70 million) were affected this

Jan^ Hannon’s loped artide, not been adequately addressed.” Yet brini compel
Preaching Green, Subsidizing Dirty,” the dam is being built anyway with the tors profit, t

Med to tell the whole story about a enthusiastic participation of our G-7 competition.

t the Senate. The well-meaning environ-

tion.
In the case of Three Gorges, the

Frank Markowski

Too Green

toa^injton
Ma

again this year, killing more than i
3,000 people and displacing more than tors reap the rewards of the project
17 million and directly affecting the ----------- -----------------------------------
lives of nearly one-quarter of a billion The writer is a Republican 
Chinese citizens. Flood control is one senatorfrom Alaska.

Nothing in my legislation will pre­
vent Ex-Im from encouraging coun­
tries to incorporate environmental

hi that instance, Ex-Im denied financ- The project proceeds anyway—wide and low-emission burners in develop

Export-Import Bank Chairman bank’s environmental concerns “have

“Preaching Green, Subsidizing Dirty,

and practices our partidpation would

*edam is being built anyway with the tors profit unburdened by American

debate that wiD soon be underway in affies. * * “* ^I^^that we bufld a coalition of

■ 1 1; • itc tT ’ L1 c°mP^te,y agree with Harmon G-7 countries to address environmen-mental policies of the US. Export-Im- that what the U.S. exporter needs now tally sensitive development
port (Ex-Im) Bank actually are harm- is for all the industrialized countries to ‘
ing the environment while
undermining American competitive­
ness.

Harmon acknowledged that unilat­ 
eral sanctions “have caused the field to
tilt against the US. exporter” but fails
to recognize that the Ex-Im Bank’s

overseas. 
The only way we can bring the G-7 
countries to the environmental negoti­
ating table is to let them know un­
equivocally that we will not unilateral- 
ly drop out of the competition on any 
project Would President Bush have 

agree on the importance of the envi- succeeded in building the 1991 Iraq
. . ronment But because there is no coalition if he announced in advance

environmental mandate is just a case mechanism in place to ensure that all that no U.S. troops would be sent to
of feelgood environmentalism. G-7 countries abide by the same set of Kuwait?

Unilateral actions generally penal- rules and environmental standards,
ize American workers more than they U.S. refusal to participate in a project
modify foreiffi behavior. China’s that some regard as harmful to the w cvumunrnuu
three Gorges LMn is a case in point environment creates a perverse effect technologies such as stack scrubbers

ing to U.S. companies because the out the environryental technologies ment projecta. Reduced Missions

these countries as well as everyone
else on the planet. But if a developing
country decides it cannot afford the ,  
additional costs of these environmen- year by floods, do you think we would 
tai technologies, what purpose is re-channel and dam the river that 
served if U.S. companies are denied created such a catastrophe? Of course 
the opportunity to participate when we would, as we did in the past when 
our G-7 partners stand ready to build we constructed Hoover and Grand 
the project without than? Coulee dams for the same reason as

In a July 30 editorial. The Post China is building Three Gorges— 
parroted environmentalist concern flood control and electricity genera-

might be displaced and the potential 
harm to endangered species from the only thing achieved by Ex-Im’s deci­
proposed Three Gorges Dam. Mean- sion is that American workers lose
while, the Yangtze River is flooding jobs, American companies lose busi­

ness, and our international competi-
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September 16, 1998

MEMORANDUM FOR THE CHIEF OF STAFF

FROM:

DPC October Event IdeasSUBJECT:

Healthcare

Bruce Reed
Elena Kagan

Children’s Health: October is the first anniversary of the effective date of the Children's 

Health Insurance Program (CHIP), and October 5 is Child Health Day. We could release the first 
annual report on states' progress in implementing CHIP, which is expected to coincide with a 
sufficient number of state approvals to cover 2.5 million kids. At this event, we would launch 
phase one of our children’s health outreach campaign with NGA, which includes new radio ads 
in 10 states (set to begin October 1) targeted to parents of uninsured children eligible for CHIP or 
Medicaid. We also are trying to get a commitment from Americorps to participate in signing 

families up for Medicaid and CHIP on the local level.

Patients’ Bill of Rights: We would like to do at least one more patients’ bill of rights event, 
preferably on the road, prior to the election. We might want to do a kind of wrap-up event, now

: Within a week, we will know 
..hether the Senate will vote on the Jeffords-Kennedy Work Incentives Improvement Act - the 
disability community’s top health priority - this year. If the bill does come to a vote, we could 
do a strong event with the disability and AIDS communities emphasizing our involvement in 
developing the bill and calling on the Senate to pass it. We also could announce the approval of\ 

four states for the new “date certain41 grant program. This initiative (long sought by the disability 
community) gives states the ability to use Medicaid funds to offer a time-limited opportunity for 
institutionalized disabled persons to return to their communities to receive the long-term care 
services they need. The disabilities community views the program as an important step in 
moving Medicaid away from its historic bias toward institutionalizing the chronically ill.

THE WHITE HOUSE

WAS HINGTON

UA (A

1

i ’■

Work Incentives and Health Care for People with Disabilities: 
Whether the Senate will vote on the Jeffords-Kennedy Work Incen 

A

Long-Term Care: If Democrats decide to introduce an alternative tax bill, we could do an even 
(either before or concurrent with the Democratic unveiling) that highlights the President s long- / 
term care initiative. The President’s proposal would provide for a $500-$ 1,000 tax credit to 
people with long-term care needs or their caregivers. It would cost about $5 billion over 5 years '‘'wv s 

and help about 2.2 million people. At the same time, the President could call for the Federal
Employees Health Benefit plan to offer long-term care insurance to federal employees. OPM^J A 

estimates that 300,000 people would buy these policies. -.UN. c.

THE PRESIDENT HAS SEEN



that we have just about finished applying the bill of rights to federal health plans, toting up xt
everything we have done by executive action how many people covered) and comparing it \ K.

Elder Abuse: See Crime section of this memo.

Education

^^Fotential Bill Signings: (1) The Higher Education Act is virtually certain to pass this session, 
though the timing is uncertain. It is likely to contain provisions to reduce student loan interest

to what Congress has accomplished (he, nothing). The AFL-CIO (per Jerry Shea) strongly 
favors this event.

proposals. (2) Prospects for passing the charter schools legislation are decent, though hardly 
guaranteed. (3) Ditto the prospects for passing an early literacy bill.

THE PRESIDENT HAS SEEN
^-2.1

Cancer Event(s): In addition to the September 26 Cancer March (and the President’s possible 
involvement through a radio address), October is National Breast Cancer Awareness month. It is 
also the fifth anniversary of the President’s launching of the National Action Plan on Breast 
Cancer. We have tentatively scheduled October 21 for an event with the First Lady to (1) release 
a new report on the progress the Administration has made in the fight against breast cancer, and 
(2) highlight a new information outreach and screening campaign focused on underserved 
minorities. Because of the President’s strong cancer record, as well as his desire to underscore ’

our commitment to ending health disparities among races, the President might want to participate 
in this event. Vi

^fe Schools Conference: On October 15, the President will host a White House Conference on 

School Safety and take the following actions: (1) release the first annual report on school safety, 
including school crime data, information on model safe schools, and recommended action steps 
for parents and teachers; (2) unveil a proposal to reform the Safe and Drug Free Schools program 
and call for additional funds in the FY 2000 budget; (3) announce a new FEMA-like program of 
assistance for communities that have experienced school-related violence; (4) launch new 
comprehensive school safety grants that will bring together disparate streams of funding from the 
Departments of Justice, Education, and Health and Human Services; and (5) start a partnership 
with MTV on school safety, which includes a year of PSAs.

\jSeptember Grants: The Education Department 4vill announce prior to September 30: (1) 
. ^0 \ technology grants ($30 million to 17 states); (2) charter school grants ($60 million to 20 states); 

(3) safe and drug free school grants ($5 million for model school partnerships and universities); 
and (4) school-to-work grants ($40 million to urban and rural communities, which must be given 
on September 30). We can try to combine as many of these grants as possible into a single event, 
perhaps in Chicago.

X 2 

v7

^-jSeptember Grants: The Education Department will announce prior to September 30: (1) 
i technology grants ($30 million to 17 states); (2) charter school erants ($60 million to 20 states);
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Crime

\

ffelder Abuse and Fraud: The President could take several actions to combat elder abuse and 

fraud, including: (1) releasing the preliminary findings of an HHS study on elder abuse; (2) 
creating a new national center on elder abuse; (3) calling on Congress to reauthorize the Older

. 0 September COPS Grants: The President could announce in late September $370 million in 
/ grants to hire or redeploy 11,500 more police officers. This announcement would include $100 

million for Los Angeles to hire 700 new police officers, $70 million for the rest of California to 
hire 800 new officers, and $200 million for COPS MORE grants to allow police departments in 

V^gpmmunities across the nation to redeploy more than 10,000 officers.

Teams (EFPTs) in four cities (Miami, Phoenix, San Diego, and Seattle); (5) releasing roughly $3 
million in Justice Department grants to combat fraud against the elderly (by September 30); and 
(6) posting new information on telemarketing fraud on the Department of Justice Web site.

the president has seen

■

TOP COPS Legislation: The President could sign legislation to expand educational benefits for 
the children of slain local law enforcement officers at the NAPO TOP COPS event on October 9, 
assuming the legislation is passed in time. The President endorsed this proposal at last year’s^ 
TOP COPS event. The bill has passed the Senate and is waiting for a floor vote in the House.

\/997 FBI Crime Statistics: Coinciding with the October 18 release of the final 1997 FBI 

- Uniform Report -- which will continue to show large decreases in crime - the President could < 
CA give a major policy speech on how this Administration’s efforts have helped to fuel the longest 

sustained drop in violent crime in nearly 40 years. The speech would commemorate the fourth 
anniversary of the landmark 1994 Crime Act; highlight the crime policies, including signature 
initiatives such as COPS, that have helped to change the nation’s approach to crime; and begin to 
make the case for new crime proposals that will be included in the State of the Union and FY 

2000 budget.

Youth Crime Gun Interdiction Initiative: Anytime after October 23, the President could: (1) 
release the second annual report on the Youth Crime Gun Interdiction Initiative (YCGII), which 
will provide new ATF data on guns used in crimes in 27 cities; (2) announce the availability of 
new funds to hire new ATF agents to investigate gun trafficking in these 27 cities; and (3) 
propose a dramatic expansion of this initiative in the FY 2000 budget to all major cities (l£„ the 
65-70 cities with populations of 250,000 or more), which would cost about $30 million (pending 
OMB’s approval). Additionally, because w^-cagrect the YCGII report to make a strong case for 
cracking down on “straw purchasers” and^uh'sHob^, we are considering whether the President 
should announce his support for legislationTequififtg background checks for all secondary 

market gun purchases. / /

\ J VI veiling. Cl 11V UUUV11U1 VVlllVl --------------- --------------- ----------------- -----------------------------------

Americans’ Act, which includes services to help older Americans at risk for abuse; (4) launching 
a new partnership between the Justice Department and AARP to create Elder Fraud Prevention 

w
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Children and Families

f

J

Welfare

Quality Child Care for Federal Employees Act: The President may get an opportunity to sign 
the Quality Child Care for Federal Employees Act, which makes important improvements to 
federally-sponsored child care by building on an executive memorandum that the President 
issued in March 1998. (Congress, however, might add this measure to an appropriations bill.) 
We could announce new CCDBG data (see just below) at this signing.

Head Start Reauthorization Bill: The President should have the opportunity to sign a Head 
. Start Reauthorization bill this year. A bill signing could highlight the how the Administration 
has (1) significantly increased Head Start participation; (2) dramatically improved program 
quality; and (3) created Early Head Start for infants and toddlers.

CEO Roundtable Discussion on Work/Family Issues: The President could host a meeting of 
CEOs to discuss “family-friendly” workplace practices that meet the needs of the nation's 
changing workforce. The President could release a new CEA report, if it is ready, on Families 
and the Changing Labor Market. Additionally, the President could signal support for the design 
of a paid parental leave program (policy development process required). This meeting would 
build on the work of the Treasury Child Care Working Group, run by Secretary Rubin.

New Child Care Data. The President could announce new data of the number of children 
served with child care assistance through the Child Care and Development Block Grant 
(CCDBG). This data will point to the need for increased investment in the block grant; we 
expect the data to indicate that we are serving approximately 1.8 million children of the 10 
million eligible for assistance. This is the first data to examine the CCDBG created by welfare 
reform in 1996 (when four child care assistance programs were consolidated).

National Child Support Case Registry: HHS is almost ready to put in place a new national 
database of child support cases, called a Federal Case Registry. This database will make it easier 
to locate deadbeat parents, especially if they have moved to a different state; HHS will check the 
Registry daily against an existing database of new employees; when it finds a match, it will 
report the information to the state, which then will arrange to garnish the wages of the delinquent 
parent. The registry was proposed by the President in 1994 and enacted as part of the 1996 
welfare reform law. States will begin to submit their case data to HHS on October 1; HHS 
expects to have 30 states in its system by the end of October and 40 states by the end of the year. 
We could unveil the new registry anytime in October.

THE PRESIDENT HAS SEEN

- z i Z

Work Participation Rates and Other Statistics: In late October, the President could visit a 
welfare-to-work program and announce (1) new state work participation rates, showing that 

almost all states are meeting the welfare law’s single-parent requirements, but some are failing L 
meet the law’s separate two-parent requirement; (2) new caseload data showing continuing



THE PRESIDENT HAS SEEN

5

Tobacco

Food Safety

Service

Americorps lOO,OOOth Member Event: CNS is planning national service events in Washington 
and around the country on October 23 to celebrate the swearing-in of the 100,000th Americorp 
member. At this event (or at some other time), the President also could announce: (1) new grants

Counteradvertising: In an event focusing on counteradvertising, the President could direct HHS 
to: (1) designate the CDC’s Media Campaign Resource Center as a National Clearinghouse on 
Tobacco Counteradvertising; (2) collect and disseminate a package of the top-10 advertisements 
for preventing youth smoking, and make these available to states and organizations for television 
placement free of charge; and (3) make effective anti-tobacco curriculum available to every 
school. Supermodel Christy Turlington and the musical group “Boyz II Men” have made PSAs 
that would be among the top-10 package, and we could invite them to participate in the event.

Salmonella and Research: The President could announce a preliminary USDA study showing 
that salmonella risks have declined by almost 50 percent in chicken and almost 40 percent in 

i swine, largely because of the HACCP program. At the same time, he could participate in a kind 
of “show and tell” event demonstrating the importance of research to food safety, showing for 
example how federal research has led to technologies dramatically reducing salmonella in 

chicken and e-coli in cows.

Department of Defense Anti-Tobacco Plan: The President could help unveil the DOD’s new 
comprehensive anti-tobacco plan. This plan includes: health plan coverage of over-the-counter 
nicotine replacement therapies; an extensive counteradvertising campaign; and the incorporation 
of anti-tobacco messages into military education and training programs. The total cost is about 
$60 million. The Secretary' of Defense and/or Chairman of the Joint Chiefs of Staff could join 

the President.

declines; and (3) new data on the number of people who were on welfare in 1997 and working in 

March 1998.

OSHA Rule: The President could sign an Executive Order directing OSHA to issue within one 
year a standard establishing a smoke-free workplace for all private sector employees. OSHA has 
been working since 1991 on a standard regulating all indoor air pollutants (including but not 
limited to environmental tobacco smoke), but is years away from completing the standard, 
principally because there is scanty scientific evidence to justify the regulation of certain non-ETS 
pollutants. If the President ordered a separate standard only on ETS, OSHA believes it could 
complete the work within a year. The resulting standard would be similar to the August 1997 
Executive Order banning smoking in federal buildings.
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Community Empowerment

to support 500-1000 Americorps Promise Fellowships to support the goals set at the Presidents' 
Summit; (2) the recipients of the President’s Service Awards, the nation’s highest volunteer 
service award; and (3) the recipients of the President's Student Service Awards.

Individual Development Accounts: The President may have an opportunity to sign a bill to 
provide funds for IDAs, which the President has supported since 1992. At the bill signing, the 
President could announce that he is sending a letter to the bank regulators asking that IDA 
accounts count towards a financial institution’s CRA requirements.
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August 6, 1998

For facsimile transmission

Dear Mr. President:

As you suggested, I am writing to urge that nursing home providers be 

enlisted to support your initiatives to improve the quality of nursing home care 

and to eliminate substandard care and substandard providers.

No one has a greater stake in rooting out bad providers and inadequate 

care than the substantial majority of responsible providers who work hard every 

day to deliver the right care to frail elders. To be frank, however, many leaders in 

the provider community do not believe they have been adequately engaged in 

supporting and assisting the Administration’s proposals in this area.

President William Jefferson Clinton 
The White House
Washington, DC 20500

Many of the proposals you announced recently are already embraced by 

the provider community and its trade association, the American Health Care 

Association (AHCA). For example, in recent testimony before the Senate Special 

Committee on Aging, AHCA indicated its support for your legislative proposal to 

create a national criminal background check system. In fact, AHCA was among 

the first to advocate for such a system.

Alan D. Solomont
400 Centre Street

Newton. Massachusetts 02158
Tel 617-332-5522
Fax 617-332-2196



I am personally committed to helping facilitate this effort in any way I can.

As always, with best personal regards,

ADS/jht

I.urge you to bring the leaders of the Nation’s nursing home providers 

together to support your initiatives and to participate in a joint effort with 

consumer advocates and regulators to better ensure the safety and well being of 

our Nation’s nursing home residents.

Sincerely yours,

Alan D. Solomont
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James A. Harmon I

Preaching Green, Subsidizing Dirty

our standards. Frankly, when other coun- 

al financing by foreign governments and

1:

ers to meet The Ex-Im Bank worked with 
industry and other outside groups to create 
realistic guidelines, and went a step further by 
crafting financing incentives to improve the 
competitive position of U.S. firms that export 
environmentally beneficial products and tech­
nologies. Our stand benefits not only American 
companies seeking to expand sales overseas 
but also the developing world, which desper­
ately needs clean air and dean water.

The sponsor of this legislation, Sen. Frank 
Murkowski (R-Alaska), believes American 
exporters are losing foreign contracts be­
cause other export credit agencies do not 
require environmental standards. He had 
visited the Three Gorges Dam project in 
China, a project the Ex-Im Bank and the 
World Bank were not able to support be­
cause of insufficient infonnation about its 
environmental impact, but that other G-7 
export credit agencies are funding.

But the Ex-Im Bank’s experience with its

nomic crisis in Asia may be the < „ =__________ r.
subordination of environmental standards to environmental guidehnes in 1992.1 believed 
short-term job demand. would be wrong for Congress, the Ex-Im

The Ex-Im Bank’s mission is to level the Bank and U.S. business to retreat now.
playing field for U.S. businesses. Unfortu- --------- ’-------- —------------------------------------------
nately, in recent years, factors beyond Ex-Im The writer is chairman and president of
Bank1 s control—U.S. sanctions, concession- the Export-Import Bank of the United

1 States.

The Senate will soon consider an amend­
ment that would surrender U.S. leadership 
internationally on the environment. The 
amendment to the Foreign Operations Ap­
propriations Act would effectively cede the 
decision-maker power of the U.S. govern­
ment to foreign bureaucrats by prohibiting 
the Export-Import Bank from withholding 
financing for projects that any other G-7 
country chooses to support, regardless of the 
project’s environmental impact. Adoption of 
this amendment would represent a serious 
step backward at a time when there is 
increasing evidence of the urgent need for 
global resource management. Now is exactly 
the wrong time to retreat from our position 
of leadership,on the environment.

Congress mandated that the Ex-Im Bank 
develop environmental guidelines in 1992. 
Let's be clear These are internationally recog­
nized, minimum thresholds for air and water 
quality that we encourage projects and export­

lose.
What the U.S. exporter needs now is for all

Tuesday, September i, 1998

environmental guidelines has been positive. limited budget resources—have caused the 
The Bank has never rejected a project solely field to tilt against the U.S. exporter. The 
for environmental reasons. We have found answer is not to retreat on the environmental 
that U.S. firms seeking to sell overseas come issue; rather, we must bring the others up to 
to us early for help to meet our guidelines our standards. Frankly, when other coun- 
and qualify for our financing incentives. tries preach green but subsidize dirty, we all 
Since 1995, we estimate that U.S. exporters lose.
have augmented their export sales by $100 What the U.S. exporter needs now is for all 
million by upgrading projects to meet our the industrialized countries to agree on the 
basic environmental criteria. Having myself importance of the environment. Improving 
just returned from China, I share President the global environment is not a punishment; 
Clinton’s concern that “economic develop- it is a responsibility shared by the developed 
ment not lead to environmental catastro- world. There are no boundaries in the 
phe." An unfortunate fallout from the eco- atmosphere or oceans.

Congress was right to urge us to adopt

J
Fl



Wednesday, September 16,1998

Frank Markowski

Too Green

Taking Exception

of the primary reasons the Chinese 
government decided to build the dam.

If an equivalent number of Ameri­
cans (70 million) were affected this 

tion.
In the case of Three Gorges, the

and practices our participation would 
bring. Meanwhile, our G-7 competi­
tors profit, unburdened by American 
competition.

I propose that we build a coalition of 
G-7 countries to address environmen­
tally sensitive development overseas. 
The only way we can bring the G-7 
countries to the environmental negoti­
ating table is to let them know un­
equivocally that we will not unilateral­
ly drop out of the competition on any 
project Would President Bush have 
succeeded in building the 1991 Iraq 
coalition if he announced in advance 
that no US troops would be sent to 
Kuwait?

Nothing in my legislation will pre­
vent Ex-Im from encouraging coun­
tries to incorporate environmental 
technologies such as stack scrubbers 
and low-emission burners in develop­
ment projects. Reduced emissions

bank’s environmental concerns “have 
not been adequately addressed.” Yet 
the dam is being built anyway with the 
enthusiastic participation of our G-7 
allies.

I completely agree with Harmon 
that what the US exporter needs now 
is for all the industrialized countries to 

Ma

1

Export-Import Bank Chairman 
James Hannon’s Sept 1 oped article, 
“Preaching Green, Subsidizing Dirty,” 
failed to tell the whole story about a 
debate that will soon be underway in 
pie Senate. The well-meaning environ­
mental policies of the US. Export-Im­
port (Ex-Im) Bank actually are harm- 
ing the environment while 
undermining American competitive­
ness.

Hannon acknowledged that unilat­
eral sanctions “have caused the field to 
tilt against the U.S. exporter” but fails 
to recognize that the Ex-Im Bank’s 
environmental mandate is just a case 
of feelgood environmentalism.

Unilateral actions generally penal­
ize American workers more than they 
modify foreign behavior. China’s 
Three Gorges Dam is a case in point 
In that instance, Ex-Im denied financ­
ing to U.S. companies because the 

agree on the importance of the envi­
ronment But because there is no 
mechanism in place to ensure that all 
G-7 countries abide by the same set of 
rules and environmental standards, 
US refusal to participate in a project 
that some regard as harmful to the 
environment creates a perverse effect 
The project proceeds anyway—with­
out the environmental technologies 

our G-7 partners stand ready to build
the project without them?

In a July 30 editorial. The Post
parroted environmentalist concern flood control and electricity genera- 
about the 1.3 million people who
might be displaced and the potential
harm to endangered species from the only thing achieved by Ex-Im’s deci­
proposed Three Gorges Dam. Mean- sion is that American workers lose
while, the Yangtze River is flooding jobs, American companies lose busi-
again this year, killing more than ness, and our international competi-
3,000 people and displacing more than tors reap the rewards of the project
17 million and directly affecting the ----------- :------- —— ------------------
lives of nearly one-quarter of a billion The writer is a Republican 
Chinese citizens. Flood control is one senator from Alaska.

clearly benefit the people who live in
these countries as well as everyone
else on the planet But if a developing 
country decides it cannot afford the _________ _ _______________
additional costs of these environmen- year by floods, do you think we would
tai technologies, what purpose is rechannel and dam the river that
served if U.S. companies are denied created such a catastrophe? Of course 
the opportunity to participate when we would, as we did in the past when 

we constructed Hoover and Grand
Coulee dams for the same reason as 
China is building Three Gorges—
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THE WHITE HOUSE

WASHINGTON

September 18, 1998

MEMORANDUM TO THE P

STEPHANIE STREETTFROM:

SCHEDULING DECISIONSSUBJECT:

JOHN PODESTA & MARIA ECHAVESTECC:

ACCEPT:

Description of Event:Date of Event:

(T)9/24/98

9/24/98

9/29/98

Meeting with Bill Hybels9/30/98

10/1/9: (

10/2/98

-•

I

eeting with Congressional Black Caucus 
The White House
Staff Contact: Larry Stein

Event to Announce Budget Surplus 
The White House
Staff Contact: Gene Sperling

/Ider Crime and Fraud Event 

Location TBD, Washington, D.C.
Staff Contact: Bruce Reed

leparture or Arrival Statement to Release Unemployment 
Numbers
The White House or Cleveland, OH
Staff Contact: Gene Sperling

-Rose Garden Statement to Release 1997 Income and Poverty 
Numbers
Staff Contact: Gene Sperling

THE PRESIDENT HAS SEEN

IDENT
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10/6/98

10/15/98

11/6/98

PENDING:

Description of Event:Date of Event:

10/9/98

10/29/98
I

I

Rahm Emanuel and Minyon Moore recommend that you 

participate in this event.

The NSC and Minyon Moore strongly recommend that you 
participate in this event. You currently have this evening off.

Address the 1998 Africare Bishop John T. Walker Memorial 

Dinner
Washington Hilton Hotel, Washington, D.C.
Staff Contact: Minyon Moore

NOTE: We are looking into the planned opening of Interstate 

540, between Interstate 40 at Alma, AR and Fayetteville, AR, 

and will give you more information as soon as it is available.

Ceremony Honoring Recipients of the NAPO TOP COPS Awards 
Location TBD, Washington, D.C.
Staff Contact: Bruce Reed

Remarks to Opening Ceremony of the 1998 World 
Bank/International Monetary Fund Annual Meetings 
Marriott Wardman Park Hotel, Washington, D.C. 
Staff Contact: Thurgood Marshall, Jr.

THE PRESIDENT HAS SEEN
9-0.1 £

White House Conference on School Safety 
The White House
Staff Contact : Bruce Reed

'X\j Official Opening and Dedication of the Northwest Arkansas 

Regional Airport
Fayetteville. AR

Cl Staff Contact: Craig Smith



REGRET:

Description of Event:Date of Event:

9/22/98

9/24/98

You are currently scheduled to be in New York on this day for 

a bilateral meeting with Prime Minister Obuchi of Japan. You 

will return late in the afternoon to participate, with President 
Mandela, in a reception for African-American religious leaders 

at the White House. Secretary Daley will be participating in 

events for MED Week ‘98.

You are currently scheduled to participate in an event to 

release the 1997 Income and Poverty numbers, a working 

lunch with the Crown Prince of Saudi Arabia, and a meeting 

with the Congressional Black Caucus.

Events for Minority Enterprise Development (MED) Week 1998 
■Location TBD. Washington. D.C.

Staff Contact: Thurgood Marshall, Jr.

Event for Anniversary of the Comprehensive Nuclear Test Ban 
Treaty (CTBT) Signing
Location TBD. Washington. D.C.
Staff Contact: Samuel Berger

THE PRESIDENT HAS SEEN

^-2.1
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<NDUM FOR THE 'SIDENT

FROM:

1998 Speech BookSUBJECT:

January 27

(Troop build-up in Iraq)February 17

FDR tribute at Time 75th anniv. March 3

foree Island April 2
c iC'

May 18

(Information Age)June 5MIT commencement

rtland State commencement June 13

June 29

July 28

•xSeptember

ouncil on Foreign Relations September 14 International economy

Betty Currie, Nancy Hernreich (w/o attachments)cc:

l

PHILLIP CAPLAlWM

MICHAEL WALDMAN

(National community and 
diversity/immigration)

Xi.

>Coree Island

TO Speech in Geneva

You should pick between 6-10 speeches for inclusion in the book. In previous years you picked 
6, 11, 10, 8 and 10 speeches, respectively. (Table of Contents attached for each year.) Let us 
know if you would like other suggestions.

THE WHITE HOUSE

WASH INGTON

September 19, 1998

(Tribute to the “American Century,” 
but remember that FDR Memorial 
dedication was in last year’s speech 
book.)

We’ve started thinking about your 1998 Speech book in hopes of getting it done by mi^-X 

November. Michael has suggested, in consultation with NSC, the following speeches: 

sS/^te of the Union

THE PRESIDENT HAS SEEN

d\.

/Xy'aterfront Hall, Belfast 

or
rmagh

1

Iraq speech at Pentagon

"^X^eijing University speech

'^X^uiogy for officers at Capitol

September 3’X n

.. -

AA

X
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WASHINGTON
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(Los
GENE SPERLINGFROM:

NEC October Event IdeasSUBJECT:

Social Security and Pension Event Ideas

Announcement of 1999 Annual Social Security COLA. On October 16th, the President 
could announce the 1999 Social Security COLA for the more than 44 million Social Security 
and 6.5 million SSI beneficiaries. On the upside, this usually receives coverage in every 
newspaper and would give us the chance to get in the story. The downside is that the COLA 
this year could be the lowest in three decades (e.g., last year’s AP story led with the fact that the 
COLA was the smallest in a decade and this year’s will likely be even smaller).

Women and Retirement Security. In the next month, the President could use an upcoming 
radio address or other event to highlight the issue of women and retirement security (e.g., 
pensions. Social Security, and personal savings) and propose two new pension initiatives: (1) a 
Joint and 2/3 (or 3/4) Survivor Annuity Option, which would require defined benefit pension 
plans to offer a distribution (i.e., payout) option that provides a smaller benefit to the couple 
while both are alive but a larger benefit to the surviving spouse of the ex-employee. This 
proposal should have a disproportionately positive impact for women, given their longer 
lifespans and the related concentration of elderly poverty among women; and (2) counting 
FMLA time toward pension vesting and participation requirements. Employees are generally 
required to work 1,000 hours in a year to participate in a pension plan and for that year to count 
toward the pension vesting threshold. This proposal would ensure that those workers close to 
the 1,000-hour minimum do not lose a year of vesting because of leave taken under FMLA.

The President could also highlight the fact that he is committed to ensure that Social Security 
reform is fair to women and discuss how proposals to save Social Security may affect women. 
You should know that about 40 women Members of Congress wrote the President about the 

importance of paying close attention to this issue.

Social Security Administration Anti-Fraud Announcements. In October, the President 
could announce three steps the Social Security Administration is taking to reduce fraud: (1) 
announce an Executive Memorandum directing SSA and the Department of Agriculture to 
establish matching arrangements with SSA’s death files to reduce fraud in the Food Stamp 
program; (2) announce that beginning in October 1998, the SSA will conduct quarterly matches 
of wage and unemployment data against SSA’s SSI beneficiaries’ data base in all 50 states for 
the first time. These matches will increase program integrity and help prevent fraud; and (3) 
expand an existing, very cost-effective pilot project using contract private investigators to 
perform residency investigations of SSI recipients in border areas.

THE WHITE HOUSE

WASH INGTON

September 19, 1998

THE PRESIDENT HAS SEEN

MEMORANDUM FOR ERSKINE BOWLES

’ye see 20 ^10:53



\ Report, which is about to be released on improving the management of the SSI program. This 
! could be used as impetus to push Congress to act promptly to pass our proposals to strengthen 
'and protect SSI from fraud.

Economic Data/Report Event Ideas

2

pcial Security Numbers and Domestic Violence. In October, the President could sign an 
xecutive Memorandum directing SSA and the Justice Department (Violence Against Women 

I Office) to review guidelines for the issuance of new Social Security numbers to victims of
1 domestic violence. We may want to hold this, though, because the National Institute of Justice 
Xjs supposedly putting out a report on domestic violence later this fall and this could be 

packaged with that announcement.

Release of New September Jobs Numbers. On October 2nd, the Bureau of Labor Statistics 
will release the September jobs, unemploynjent, and wage data. Early Wall Street forecasts

Surplus Announcement At End of Fiscal Year. On October 1st, the President could 
announce that we have the first budget surplus since 1969. While we would not have the final 
surplus numbers until later in the month, it is important that we get out in front of the 
Republicans on this issue. Announcing the surplus on October 1 will also give us another 
opportunity to emphasize our commitment to saving the surplus until Social Security is 
reformed.

Release of Income/Poverty Numbers. On September 24th, the President could do a Rose 
Garden statement on the 1997 Income and Poverty numbers released by the Census Bureau. 
Given the drop in unemployment and the increase in wages in 1997, family incomes should rise 
and poverty should drop significantly. It is likely that family income will be nearly $3,000 
higher in 1997 than when the President took office. This report should be more good news on 
the economy and provide further evidence that the President’s policies are working to improve 
the lives of American families.

s

THE PRESIDENT HAS SEEN

J

Social Security Reform Roundtable With Young and Old People. The President could
4 participate in a roundtable discussion with students and retired people to discuss the inter- 

generational issues with Social Security reform. The goal would be to begin to build a 
consensus among members of different generations about the need for reform and possibilities 

-to achieve it.

Social Security Reinventing Government Announcements. In October, the President could 
make three new reinventing government announcements about the Social Security
Administration. The President could (1) announce a new service option that would allow SSA 
customers, for the first time, to file applications for retirement or survivor’s benefits via its 800 
number; (2) announce that by the year 2002, SSA will be electronically linked to all 50 states 
and have the ability to immediately access information such as wages, unemployment 
compensation, and TANF to allow SSA to receive regularly and timely data about income to 
ensure the accuracy of SSI payments; and (3) announce the SSI Management Improvement



International Economic Event Ideas

3

predict the unemployment rate will remain at 4.5 percent, job growth will continue to grow 
strongly, and real wages will continue to rise. An Economic Team event in the Rose Garden 
could also be used to push Congress on key appropriations fights or on surplus/tax cuts issue:

Release of Third-Quarter GDP Growth. On October 30th, the Commerce Department 
releases their first estimate of third-quarter GDP growth. As of last Friday, Wall Street 
economists expected third-quarter GDP growth to be in the range of a solid 2.5 percent. (In the Z; 

second quarter, GDP growth was 1.6 percent.)

Speech at World Bank/IMF Annual Meeting. On October 6th, the President could address 
the open ceremony of the 1998 World Bank/IMF Annual Meetings. This would provide the^ G 
President another opportunity to demonstrate his commitment and leadership in international 
economic and financial issues. It would provide the President another opportunity to discuss 
the financial crisis in Asia, the central role of the U.S. in response to it, the impact of this crisis 
on our growth and exports, and the importance of the international financial institutions. You 
should know that on October Sth - the day before the opening of the World Bank/IMF 
meetings — the G-22 will meet to discuss and evaluate recommendations on short-term 
adjustments and further long-term changes to the international financial architecture, as the 
President called for in his Council on Foreign Relations speech.

EITC Event or Radio Address Based on New EITC Report. In October, the President could 
devote his radio address or an event to discussing the positive impact of the Earned Income Tax 
Credit (EITC) on poverty. We could release a short report on how the EITC is helping to lift 
families out of poverty, provide incentives to work, and reduce income inequality. Using the 
new Census data released on September 24th (see above), the report would update past numbers 
which showed that the EITC lifted more than 4 million people out of poverty; that about half of 
the decline in the child poverty rate since 1993 was due to the President’s expansion of the \^G 

EITC; and that the EITC increased the labor supply of single mothers with children. \J

Announce Renewal of Super 301 By Executive Order. In October, the President could issu 
an executive order renewing Super 301 - the annual naming of countries engaging in unfair 
trade practices. We will try to time our announcement to coincide with the initiation or 
conclusion of a trade case.

THE PRESIDENT HAS SEEN
3-XI

Release of Third-Quarter Homeownership Rate. On October 22nd, the Census Bureau will 
release the third-quarter homeownership rate. It is expected to climb to another all-time high. ( 
An event with new homeowners could highlight the positive impact that fiscal responsibility A 
has had on lowering mortgage rates and helping more working families own their own home. ,

Release of Actual Surplus Numbers. On October 26th, the Treasury is tentatively scheduled 
to release the final monthly surplus number for fiscal year 1998. The President could do a Rose 
Garden event celebrating the first official budget surplus in 29 years.



Child Labor Event Ideas

Tax/IRS Event Ideas

z

4

Executive Order on Sanction Policy. In October, the President could announce an Executive 
Order promising self-restraint on the imposition of economic sanctions under executive 
authority. This would be welcomed by the business and agriculture communities and could be 
used in a broader deal for similar self-constraints by Congress.

Apparel Industry Association. There is a chance that in late October the President could 
announce the formation of an association made up of apparel industry manufacturers and z 
retailers and non-govemmental organizations (NGOs) designed to oversee and certify the 
compliance of apparel industry factories with a workplace code of conduct through a system of 
independent monitoring. This would follow through on the President’s April 14, 1997 
announcement of the creation of the partnership that developed the Association by-laws and 
requirements. This event would be contingent on the completion of the NGO-industry 
agreement and success in enlisting additional companies and other endorsements (e.g., 
Hollywood celebrities, fashion industry celebrities, broad-based consumer or religious 
organizations, professional sports leagues, or professional athletes who have contracts with 

Nike and Reebok).

Child Labor Package. At a child labor event in October, the President could: (1) issue an 
Executive Order to have the Labor Department create a new Child Labor Clearinghouse, which 
would serve as the central coordinating point for information and services relating to child labor 
- both domestic and international; (2) issue an Executive Order to have the Labor Department 
issue an annual assessment of each nation’s efforts to eliminate child labor; (3) announce plans 
for a conference on international child labor; (4) announce an U.S. funded IPEC grant to help 
eliminate child labor in Pakistan; and (5) if the event is before October 9th. the President could 
call on Congress to fund fully his Child Labor Initiative (the House provides $6 million, while 
the Senate fully funds the President’s $30 million request).

New IRS Consumer Satisfaction Survey. Next week, the IRS will have results from a 
customer satisfaction survey. The IRS will announce the results internally next week and, if 
good, could release them publicly any time thereafter. At the same time, the IRS could unveil 
its new mission statement, which will include a reorganization along customer service lines. In 
addition, the IRS’s electronic tax payment system is about to pass the $1 trillion mark, which 
Treasury is looking to release on Monday. It is unclear if and for how long they could hold 
this.
Announce Long-Term Care Tax Credit. In the next few weeks -- if Democrats go along - 
we could announce the President’s long-term care initiative, which would provide a tax credit 
for people with long-term care needs or their caregivers. The President could also call on OPM 
to offer long-term care insurance to federal employees.

THE PRESIDENT HAS SEEN



Technology Event Ideas

not have control over the timing -- the Schools and Libraries Corporation does — but it should

Education and Training Event Ideas

Consumer Financial Event Ideas

Report on ATM Fees. Although this proposal still needs to be fully vetted, the President

5

be sometime in October. These discounts will help make additional progress on our goal of ? 
connecting every classroom and every library to the Information Superhighway, and giving 
every child in America the opportunity to succeed in the Information Age.

E-commerce Report. In October, the President could announce a “progress report” on e- 
commerce that Ira Magaziner has been working on. It was supposed to be released in July, but 
it was held up so that it would not conflict with the Vice President’s privacy announcement.

E-Rate Announcement. The President and the Vice President could announce the “e-rate” 
discounts for schools and libraries. While these discounts will probably be announced in 
“batches” instead of all at once, their total value will be $1.9 billion over 18 months. We will 

America Reads Bill Signing. It is possible that we will get an Early Literacy bill - based on 
the President’s America Reads proposal -- sometime in the month of October and would be 

able to have a bill signing.

H-1B Bill Signing. There is a chance that we will reach an agreement on the H-1B bill and it 
will pass before Congress adjourns. If so, we could have a bill signing that would include both 

labor and the high-tech industry.

Higher Education Act Reauthorization Bill Signing, With High Hopes Initiative. It is very 
likely that the President will be able to sign the Higher Education Act reauthorization, which 
will include, for example, lower interest rates on student loans; authorization of the High Hopes, 
program (renamed “GEAR-UP”); teacher recruitment and training proposals modeled in parf\ 
on the President’s initiatives; the government’s first Performance-Based Organization (PBO), ( 
for the efficient delivery of student aid; making distance learning more available, and investing 
in innovative distance learning pilot projects. We could announce the creation of some sort of 
mechanism to create partnerships to leverage the President’s High-Hopes program.

THE PRESIDENT HAS SEEN 
-xi -‘iS

Education Speech in Chicago. On September 25th, the President could announce the first v 

federal school renovation help available from the Rangel program (on which we build our 
school construction proposal). The city plans to renovate an armory and turn it into the 
Chicago Military Academy - a high school that builds on the Junior ROTC program that 
Mayor Daley loves so much. There is also a chance that we could announce an expansion of 

Junior ROTC within the current budget.



Housing/Community Empowerment Event Ideas

'V

6

could potentially announce that Treasury will publish an annual report on what each bank, thrift 
or credit union charges for a list of basic financial services (ATM fees, basic checking account, 
overdrawn account, etc.) in order to allow customers to better shop for banking services and to 
create competition surrounding service fees. We would also need to decide whether we are 
prepared to announce a proposal with budget implications -- however small - before FY2000 
budget formulation.

HUD/NAR “One America Broker.” The President could announce the first real estate 
professional becoming a “One America Broker.” In the spring, HUD and the National 
Association of Realtors (NAR) reached a final agreement on the “One America Broker” 
program. Under the program, NAR will sponsor training for real estate professionals on how to 
better serve minority and immigrant home buyers. The training will address adherence to Fair 
Housing Act principles, as well as ways to expand the housing choices available to minorities 
and other underserved groups. Realtors who complete the course and commit to serving these 
groups would be able to use the “One America” logo in advertising and promotional materials, 
which could help them attract additional clients.

Bankruptcy Bill Signing or Bill Veto. There is a chance that we will have a bill signing or a 
veto on the bankruptcy bill, depending on which way the Congress goes. If they move 
significantly more toward the House, we will veto the bill. If they stay near the moderate 
Senate version (incorporating key Administration proposals), we could have a signing 

ceremony.

IDA Bill Signing With Additional Policy Announcements. Congress will likely pass 
Individual Development Accounts (IDA) legislation next month. Enactment of this legislation 
would effectively complete the President’s 1992 community empowerment agenda. As part of 
the bill signing, the President could make a number of additional policy announcements 
promoting the use of ID As: (1) a letter from banking regulators clarifying that banks and thrifts, 
can receive Community Reinvestment Act credit for IDA programs; (2) a letter from HUD 
clarifying that HOME and Community Development Block Grant funds can be used to 
establish IDA programs; and (3) a clarification from Treasury that the matching contribution to 
the IDA from a non-profit or government entity is not counted as income for the individual,

\

/
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September 19, 1998

MR. PRESIDENT:

Attached are the following weekly reports:

(A) Weekly Economic Briefing

(B) Interest Rates/Update on Global Markets

(O DPC Report

(D) NEC Report

(E) CEQ Report

(F) OSTP Report

(G) Climate Change Report

J(H) Upcoming Speeches

(I) Legislative Report

(J) Public Liaison Report

(K) Intergovernmental Report

(L) Race Initiative Report

(M) Cabinet Affairs Report

(N) Political Report & Political Outlook

;A

THE PRESIDENT HAS SEEN
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Phil Caplan
Sean Maloney^A
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The Flattening Treasury Yield Curve
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Over the past 18 months, intermediate- and long-term interest rates have declined 
substantially, while short-term rates have declined much less. All Treasury issues now 
have yields below the Federal Reserve’s target Federal funds rate. In the past, such 
conditions have often been indicative of Fed tightening to slow the economy, but a more 
likely explanation now is strong demand for Treasury securities stemming from the 
international financial crisis and very low inflation expectations.
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CURRENT DEVELOPMENT

Are Businesses Having Trouble Borrowing?
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Some anecdotal accounts suggest that a “flight to 
quality” spurred by the international financial crisis 
has made it more difficult for U.S. businesses to 
borrow. What do the data show?

4.0 , 
Jan

Baa-rated

Conclusion. Interest rates have risen in the high-risk 
market of late. By contrast, rates have not increased 
for less-risky debt—nor have they fallen in line with 
Treasury yields.

*
1

Interest rate spreads. Since mid-July, the yield 
spread between typical investment-grade corporate 
bonds and Treasury bonds has increased sharply, 
reaching its largest value since 1991 (see upper chart). 
Yet the recent widening of the spread arises not from 

an increase in the private yield but rather 
from a decline in Treasury yields (see 
lower chart). Thus, companies with a 
rating of Baa or higher can still borrow 
money at roughly the same cost as 
2 months ago. Only high-risk companies 
seem to be having more trouble obtaining 
funds now, as yields on “junk” bonds 
have increased substantially. Indeed, 
new issuance of such bonds has come to 
a virtual halt.

c 1.8 I

<£ 1.6

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

I 80
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Why have spreads widened? 

Apparently, shifts in preferences toward 
U.S. assets have focused on Treasury 
securities, which are extremely safe and 
liquid. Moreover, increased uncertainty 
about future economic conditions seems 
to have raised the risk premium that 
investors demand for holding private 
instead of government bonds. Both 
factors tend to push up Treasury

prices—and push down their yields—relative to 
private securities. A larger risk premium may also 
have contributed to the drop in stock prices since July, 
if investors are now discounting expected future 
earnings at a higher (risk-adjusted) rate.
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SPECIAL ANALYSIS

Who Should Pay for Environmental Protection?

September 18, 1998Weekly Economic Briefing

Although equity considerations are central to the discussion of who should pay for 
environmental protection, economists have tended to think that efficiency is largely 
unaffected by how this question is resolved. That view is changing, however, as an 
analysis of the Administration’s “no surprises” policy with respect to endangered 
species protection illustrates.

No surprises. To reduce conflicts with private landowners, the Administration 
introduced a “no surprises” rule to the Habitat Conservation Plan provisions of the 
Endangered Species Act. Under the rule, a landowner with an approved HCP is 
assured that no additional land use restrictions will be required for species covered 
by the plan. This no surprise policy does not rule out surprises; rather, it shifts the 
cost of any surprises from the landowner to the government. Because surprises entail 
possible future environmental protection, it is important for efficiency reasons to 
shelter landowners from paying the costs. Having the government compensate 
landowners for future land use restrictions, but not necessarily for present land use 
restrictions, is thus consistent with sound economic efficiency principles.

The Coase theorem. The belief that who pays is unrelated to efficiency can be 
traced to analysis of Nobel laureate Ronald Coase showing that, under ideal 
conditions, an efficient amount of an environmental good can be provided regardless 
of who incurs the costs. If individuals are liable for any damage caused, they will 
take mitigating action up to the point where the cost of additional mitigation would 
exceed the benefits in terms of reduced damage payments. If individuals are not 
liable for damages, government (acting in society’s interest) should be willing to pay 
individuals to take mitigating action up to the point where the additional benefits 
would fall short of the additional costs. In either case, according to Coasean logic, 
an efficient outcome is achieved.

Future costs. The ideal conditions necessary for the Coase theorem to hold are not 
often met. In particular, who pays affects efficiency as well as distribution when the 
issue is future environmental protection. Individuals who might face environmental 
costs in the future have an incentive to try to avoid those costs. For example, 
landowners fearful that they will face future land use restrictions aimed at protecting 
endangered species may make investments that are harmful to species conservation, 
rush to develop prior to regulation, or hide information about species on their land. 
Each of these actions, while harmful to species conservation, can result in lower 
expected future costs borne by the landowner.

Conclusion. Deciding who should pay for environmental protection involves issues 
that go beyond efficiency, such as whether individuals have a duty to protect the 
environment or should be free to do as they please with their property. But as 
economists are starting to demonstrate, it involves questions of efficiency as well.

> *
2



SPECIAL ANALYSIS

Can Japan Afford Fiscal Stimulus?
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One reason Japan has given for resisting international pressure to pursue a more 
expansionary fiscal policy is the country’s large budget deficit and public debt. How 
persuasive is this concern?

The social security question. As in all G-5 countries, Japan’s population is aging, 
and social security issues color any assessment of the fiscal balance. The buildup of 
assets in the social security system reflects Japan’s awareness of the future 
obligations it will face. However, Japan has a more serious aging problem than the 
rest of the G-5, as it has the highest average age, will have one of the largest 
dependency ratios in the next 50 years, and has the longest life expectancy. These 
factors and the amount of legislated benefits imply that Japan faces greater unfunded 
pension liabilities: 105 percent of GDP in Japan, compared with 25 percent in the 
United States, over 100 percent in Germany and France, and 5 percent in the U.K. 
These larger liabilities tend to counterbalance the greater assets of the Japanese 
system and imply a serious long-term problem both for pension liabilities and health 
care costs for the elderly.

Net-Debt-to-GDR Ratio
□ SS fund holdings of 

non-gov't assets

| Net debt excluding SS

' ________  fund assets

How large is Japan’s fiscal imbalance? Japan’s budget deficit is expected to be 
6.1 percent of GDP this year, compared with a U.S. budget surplus and deficits below 
3 percent in the European countries forming the EMU. By some measures, Japan’s 
public debt amounts to more than 80 percent of GDP. It is important to note, 
however, that the current budget deficit includes a large cyclical component. 

Moreover, the debt underlying the 
80 percent calculation includes 
substantial government debt held by other 
government agencies. The OECD 
calculates that after netting out these 
assets, Japan’s debt was equal to 
59 percent of GDP in 1996, roughly in 
line with several other major OECD 
countries (see chart). Moreover, Japan’s 
social security system holds a substantial 
amount of non-govemment assets.

Netting these out reduces the debt-to-GDP ratio to 15.4, well below comparable 
figures for the other major OECD countries.

70

60

.1111
Japan US Germany France UK

Implications. Japan will eventually have to take further steps to prepare for the 
aging burdens that are ahead. In the meantime, however, Japan does not face a 
problem of exploding debt that would militate against a fiscal expansion. In fact, a 
fiscal expansion could have substantial benefits. First, of course, it could help spur 
the economy and avoid a worsening recession. Stronger growth would offset some 
of the immediate impact of fiscal stimulus on the deficit. Second, paradoxically, a 
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larger deficit in the short term could produce a smaller deficit in the intermediate 
term. If the stimulus leads to a strong enough rebound in spending and a sustained 
recovery in growth, tax revenues might increase enough and countercyclical 
government spending might fall enough to improve the medium-run deficit picture. 
Just as a growing economy has helped shrink the U.S. budget deficit over the past 
several years, a strong resumption of growth in Japan should help to reduce its deficit 
over time.
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ARTICLE

The Distribution of Wealth
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When the Census Bureau releases its latest report on money income and poverty next 
week, annual data on family income and its distribution will be available through 
1997. By contrast, 1995 is the latest year for which we have data on wealth and its 
distribution. Nevertheless, it seems likely that the increase in stock prices since 1995 
has produced a modest widening in what was already a highly unequal distribution.

No wealth of data. The best data for examining wealth and its distribution is the 
Federal Reserve’s Survey of Consumer Finances (SCF) for 1983, 1989, 1992, and 
1995 (the 1998 survey is now underway). The SCF consists of a core representative 
sample combined with a high-income supplement designed to provide a greater 
number of potentially wealthy respondents. The SCF is not only less frequent than 
the Current Population Survey used to produce the money income and poverty data, 
it is also substantially smaller (less than 5,000 respondents, compared with about 
50,000 in the CPS).

-io

-15

-20

Inequality. Wealth is substantially more unequally distributed than income. For 
example, the share of net worth held by the wealthiest 1 percent of households was 
close to 40 percent in 1995, whereas the share of household income received by the 
richest 5 percent of households was 21 percent. In the wealth rankings, the bottom 
80 percent accounted for just 16 percent of net .worth; in the income rankings, the 
bottom 80 percent accounted for more than half of aggregate family income. The 
proportion of households with zero or negative net worth was 18.5 percent in 1995. 
Studies showing a sharp increase in wealth inequality between 1983 and 1989 have 
been called into question by a recent study, which finds no statistically significant 
change over that period. But wealth inequality does appear to have increased slightly 
between 1992 and 1995.

1 °

Levels and trends. The average net worth of all households was a little over 
$200,000 in 1995. Taking out the net equity in owner-occupied housing, average 
financial wealth was about $157,000. Because the distribution of wealth is highly 

unequal, median wealth is substantially 
lower than average wealth: median net 
worth was roughly $50,000 in 1995, and 
median financial wealth was roughly 
$10,000. Both mean and median net 
worth rose between 1983 and 1989 and 
fell between 1989 and 1995 (see chart). 
In one study, mean net worth in 1995 was 
slightly higher than it was in 1983, as 
shown in the chart. But in another study, 
median net worth was also higher in 1995 
than in 1983.

Changes in Net Worth, 1983-95
20 1----------------------------------■-----■ Mean

15 -
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Wealth Ratios by Race
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Who are the rich? The rich (the 1 percent of households with net worth of more 
than $2.4 million in 1995) are different from everyone else not just because they have 
more money. Other differences include age (the wealthy are older, on average), 
education (69 percent college graduates compared with less than 30 percent for all 
household heads), race (95 percent non-Hispanic whites), and self-reported health 
status (55 percent excellent, compared with 30 percent for all household heads).

Age. SCF data show the expected hump-shaped age-wealth profile, with wealth 
accumulation over early and middle adulthood and decumulation in old age. 
However, between 1983 and 1995, the shape of this profile shifted, with relatively 
large gains for the oldest age group and losses for the youngest groups.

Conclusions. Ownership of wealth was highly concentrated in the United States in 
1995 with the wealthiest 1 percent accounting for more than a third of net worth. 
The rise in stock prices since 1995 has probably increased concentration at the top 
even more, though the continuing economic expansion may have produced increases 
in wealth for all groups.

J 0.20

Race. Non-whites and Hispanics have substantially less wealth than non-Hispanic 
whites (see chart). The median wealth of black households was only 12 percent that 
of non-Hispanic whites in 1995. Although this represents an improvement over 

1983’s 7 percent, it represents a decline 
from 17 percent in 1992. Wealth ratios 
are substantially lower than the 
corresponding black/white income ratio. 
One reason may be inheritances: 
24 percent of white households had 
received an inheritance (with an average 
value of $115,000) in 1995, compared 
with 11 percent of black households who 
had received an inheritance (with an 
average value of $32,000).

o oo 0-------------- 1---------------1-------------- 1—
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BUSINESS, CONSUMER, AND REGIONAL ROUNDUP
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Teacher Quality Drives Student Achievement A better understanding of ways to 
improve the quality of teaching is necessary to evaluate proposed changes in 
education policy, according to a new study. The study, which tracked one-half 
million elementary school students in Texas public schools over 3 years, concluded 
lhat differences in teacher quality explained variation in studenPaehievement gains 
better than class size, overall school organization, leadership, or financial condition. 
However, measurable factors, such as experience nr a-rnftstcr’s dcgrcc^jjid little to 
explain differences in teacher quality. The study did find that reduced class size had 
i positive effect on the math and reading achievement of low-income children, but 

cautioned that resources devoted to reducing class sizes for low-income children 
might be better used to support preschool, after-school, or summer program^ for 
'which spending is currently quite low.

Beige Book Shows Moderate Growth but Deteriorating Expectations. The latest 
summary of commentary on current economic conditions from the Federal Reserve 
districts shows all district economies continuing to expand at a moderate pace, 
although several districts indicated slowing in some sectors. The summary notes 
reports from the New York district that significant segments of its economy were 
slowing and from the Dallas district that economic activity decelerated in August as 
the manufacturing sector declined. While the strength and pattern of the business 
expansion appears to have changed only marginally since the August 5 report, several 
districts indicated a sharp deterioration in both business and household expectations 
regarding the economy in the fourth quarter and in 1999. A large number of districts 
continued to exhibit labor market tightness, which appears to be pushing wages up 
at a faster pace. Retail prices, by contrast, remain generally steady or are declining 
slightly in most districts, and falling import prices have helped push industrial 
commodity prices lower.

EPI Offers Gloomy Assessment of Working America. In its latest annual 
assessment of the State of Working America, the Economic Policy Institute concludes 
that most working families have not seen their standard of living recover from the 
recession of the early 1990s, despite 7 years of strong economic growth and increases 
in the minimum wage. This “glass is half empty” assessment finds that median 
family income was $1,000 (2.3 percent) less in 1996 than it was in 1989, although 
1997 data (available next week) are likely to show a parity with 1989 levels. Income 
growth generated among middle-income families has been driven largely by increases 
in working hours—an additional 6 weeks annually for the typical family since 
1989—to make up for stagnant or falling wages. Between 1989 and 1997, real 
hourly wages remained constant or fell for the bottom 60 percent of workers, except 
for low-wage workers, whose wages rose 1.4 percent during that period. However, 
this assessment does not reflect healthy increases in real wages that have occurred 
this year.

*
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INTERNATIONAL ROUNDUP
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Falling Oil Prices Still Challenge a Diversifying Saudi Arabia. Since the early 
J 1980s, Saudi Arabia has been relatively successful at diversifying its economy. Non- 

i oil activities (such as agriculture, manufacturing, and services) have increased from 
about 44 percent of GDP in the 1970s to about 65 percent recently. Government 

\\ policies supporting this transition have included infrastructure investment, 

privatization, and reductions in many subsidies. The country has also maintained a 
favorable overall economic environment, with low inflation, competitive labor costs, 
a reduced fiscal deficit, and an open trade and exchange rate system. Nevertheless, 
oil revenues still account for nearly 90 percent of Saudi export earnings. This year’s 
fall in oil prices of around $7 per barrel has caused a sharp reduction in oil revenues 
that will likely increase the budget deficit and cut GDP growth drastically—perhaps 
even causing a decline—after 4.4 percent annual growth over the last 2 years.

IMF Lowers Forecast for World Growth. IMF Managing Director Camdessus 
acknowledged in a newspaper interview this week that the IMF is again lowering its 
projection for world growth this year. The forecast of 2.1 percent growth, which will 
be officially released in the forthcoming World Economic Outlook, represents a 
precipitous drop from the IMF’s October 1997 forecast of 4.3 percent growth. More 
ominously, forecasted world growth for 1998 is now comparable to levels not seen 
since the pronounced world slowdowns of 1974-75, 1980-82, and 1990-91. 
Downward revisions are being driven by Asia. Japan’s economy is expected to 
decline by 2.3 percent; the newly industrialized Asian economies (Hong Kong, 
Taiwan, Singapore, and Korea) are predicted to contract by 2.4 percent; and the 
ASEAN-4 economies (Indonesia, Malaysia, the Philippines, and Thailand) are now 
expected to shrink by a staggering 10.4 percent. Closer to home, expected growth 
in the Western Hemisphere is now 2.7 percent, down from 5.1 percent actual growth 
in 1997.

f> ■

World Bank Study Cites Role of Structural Flaws in Asia’s Woes. A recently 
released World Bank study applies standard financial-ratio analysis to determine 
what caused the crisis in Asia. The studjcpoints to a rapid build-up of fixed assets 
throughout Asia from 1992 to 1996, with particularly rapid growth in Indonesia and 
Thailand. With most of the growth financed with debt (especially in Thailand and 
Korea), high levels of corporate leverage were already prevalent inJ996. At the 
same time, i
firms to Tiicct Their interest obligation^
channeling very high household savings to businesses. Most of the countries in the 
study that had poor returns on capital employed also have underdeveloped capital 
markets. At the same time, many of the countries had recently liberalized their 
financial sectors, but in an environment that lacked an adequate prudential 
framework. The study concludes that the lack of financial and institutional 
discipline, a plausible
explanation for the mix of currency, corporate, and banking crises confronting the 

region.
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RELEASES THIS WEEK

Consumer Price Index

U.S. International Trade in Goods and Services

Industrial Production and Capacity Utilization

Retail Sales

MAJOR RELEASES NEXT WEEK
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Gross Domestic Product (Thursday)
Advance Durable Shipments and Orders (Thursday)

The goods and services trade deficit was $13,9 billion in July; 
it was $13.6 billion in June.

Housing starts fell 5 percent in August to 1.613 million units at an 
annual rate. During the first 8 months of this year, housing starts 
were 10 percent above the same period a year ago.

Advance estimates show that retail sales increased 0.2 percent in 
August, following a decrease of 0.6 percent in July. Excluding 
sales in the automotive group, retail sales rose 0.3 percent, 
following an increase of 0.6 percent.

Housing Starts
“Embargoed until 8:30 a.m., Friday, September 18, 1998**

The consumer price index increased 0.2 percent in August. 
Excluding food and energy, consumer prices also increased
0.2 percent.

The Federal Reserve’s index of industrial production rose 1.7 
percent in August. Capacity utilization rose 1.1 percentage points, 
to 81.7 percent.



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 1.6

1.7 1.1 0.9 0.8GDP chain-type price index 5.4

1.7 0.9 3.5 0.11.5

1.2
0.0

1997

4.54.9** 4.5 4.5Unemployment Rate (percent) 6.7"

68189

"Figures beginning 1994 are not comparable with earlier data.

New or revised data in boldface.
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2.8
3.9

2.0
3.4

1.9
2.0

0.2
-0.4

Personal saving
Federal surplus

0.6
1.3

5.8
5.0

10.7
4.1

12.0
13.2

0.4
0.9

10.9
4.5
8.2
9.2

4.1
4.3

0.9
0.7

0.2
0.2

10.6
4.0

11.9
13.1

11.0
4.2

11.6
13.1

11.2
4.3

11.3
13.2

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

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

July
1998

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

Using CPI
Using NFB deflator

1.7 
-1.2

1.5
-0.3

0.1
-0.1

1970-
1993

365
16682

5.2 
-2.7

1970-
1993

August
1998

June
1998

Inflation (percent per period)
CPI
PPI-Finished goods



FINANCIAL STATISTICS

1996 1997

9097Dow-Jones Industrial Average 5743 7441 8479 7874

INTERNATIONAL STATISTICS

Exchange Rates

International Comparisons

September 18, 1998Weekly Economic Briefing

5.01
6.44
7.80
8.27

5.06
6.35
7.60
8.44

4.90
5.34
6.92
8.50

3.6 (Q2)
3.1 (Q2) 

-1.8 (Q2)
3.0 (Q2)
2.5 (Q2)
2.5 (Q1)
2.6 (Q2)

4.96
5.46
6.95
8.50

4.58
4.80
6.66
8.50

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

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

4.5 (Aug)
8.4 (Jul)
4.2 (Jul)

11.7 (Jul) 
“7.5 (Jun)
12.4 (Apr)
6.3 (May)

July
1998

1.6 (Aug)
1.1 (Jul) 

-0.1 (Jul)
0.8 (Jul)
0.9 (Jul)
1.8 (Jul)
3.5 (Jul)

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 

June 1998 is 9.7 percent.

CPI inflation
(percent change in index 

last 12 months)

Current level
September 17,1998

1.685
131.9
96.42
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United States
Canada 
Japan
France
Germany
Italy
United Kingdom

Real GDP 
growth

(percent change last 4 quarters)

August
1998

Sept. 17,
1998

Percent Change from
Week ago

-0.4
-1.8
-0.5

Unemployment
rate

(percent)

Year ago 
-4.9 

9.0 
-1.4
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MEMORANDUM FOR THEXRHSIDENT

FROM:

DPC Weekly ReportSUBJECT:

Bruce Reed
Elena Kagan

2. Education - Single Sex Schools: Senator Kay Bailey Hutchison is threatening to 
offer her single-sex schools amendment to the early literacy bill - a move that almost certainly 
would prevent passage of the bill - unless we work with her to develop a version of the 
amendment that we could accept as part of the Labor-HHS-Education appropriations bill (or 
an omnibus appropriations package). As you recall, Hutchison’s amendment expressly allows 
school districts to use funds from Title VI of the Elementary and Secondary Education Act for 
single-sex schools, so long as the districts provide comparable educational opportunities to 
students of both sexes. The Department of Education believes that this amendment is 
unnecessary (because it simply restates the governing legal standard) and confusing (because 
it may lead school districts to believe that some other standard governs non-Title VI funds). 
Given the nature of these reservations, we probably could work out mutually agreeable 
language with Hutchison. But most women’s groups and a number of Senate Democrats 
(including Senators Kennedy and Harkin) appear to have much more fundamental objections 
to the Hutchison amendment; they would like substitute language that makes single-sex 
schools a good deal harder to establish. Because of their strong feelings on this issue, we have 
not yet agreed to negotiate with Hutchison; we are going to have further discussions this week 

with the groups and Senate staff.

1. Education — Charter Schools: Senator Harkin continued this week to prevent 
charter school legislation from coming to the Senate floor. As you recall, Harkin is insisting 
that the legislation set aside funds for innovative non-charter schools in states (such as Iowa) 
that have not passed charter school legislation. Harkin is motivated in part by a desire to get 
money for Iowa and in part by opposition toward the charter school movement. Senator Coats 
will not compromise with Harkin, arguing that the set-aside would minimize the difference 
between charter and non-charter schools and decrease incentives for states to pass charter 
legislation. Coats also may be responding to leadership pressure to use all available excuses 
to deny you a legislative accomplishment. Secretary Riley is scheduled to talk with Senator 
Harkin this weekend to urge him to drop his objection; in particular, Riley will explore with 
Harkin whether there is some other effective way to support innovative public schools in Iowa. 
If Riley does not succeed in convincing Harkin to back off, we probably will ask you to make 

a phone call to Harkin.

THE WHITE HOUSE

WASH INGTON

*



2

7. Health Care -- Medicare Home Health Update: Ways and Means Subcommittee 
Chairman Bill Thomas unveiled a proposal last week to modify the home health care 
reimbursement provisions passed in the Balanced Budget Act. As you recall, home health 
providers (including Vai Halamandaris) have complained that these provisions set rates too 
low and prevent providers from offering quality service to Medicare beneficiaries. The

3. Education -- Block Grants/Class Size: The House passed education block grant 
legislation on Friday by a vote of 212-198. Congressman Clay offered your class size 
proposal as an amendment during the debate. Republicans defeated the amendment by a vote 
of 216-190, thus putting themselves on record as opposing measures to reduce class size in the 
lower grades. We do not expect the Senate to take up the block grant legislation.

6. Crime — Juvenile Crime Legislation: The House attached two major juvenile 
crime bills that it had passed during the past year - H.R. 3, a penalties bill which we have 
opposed, and H.R. 1818, a prevention bill which we have supported - to a noncontroversial 
bill coming from the Senate to reauthorize funds for the Center for Missing and Exploited 
Children. The amended bill passed on the suspension calendar by a vote of 280-126, thereby 
setting up a conference on the juvenile crime measures. Senate Democrats will oppose the 
appointment of conferees, but they may eventually have to back down and accept a conference 
on juvenile crime. We will continue meeting with them this week to discuss how best to 
proceed on this issue.

5. Crime -- COPS Grants: The COPS Office released last week over $20 million 
in grants to 27 jurisdictions to hire 331 officers. The office is now ready to release another 
$300 million in grants, including: (1) $200 million in COPS MORE grants to allow 600 law 
enforcement agencies across the country to redeploy 10,000 officers; (2) $100 million for Los 
Angeles to hire over 700 new police officers (with a long-awaited waiver of the normal 
matching requirement); and (3) $6 million to four other law enforcement agencies in 
California to hire an additional 82 officers.

4. Children and Families --Head Start Reauthorization: The House passed a 
generally good Head Start Reauthorization bill on Monday, after Congressman Goodling 
agreed to strip several highly controversial provisions - involving, for example, vouchers and 
the Davis-Bacon Act - that the Republicans had added in committee. The Senate already has 
passed a strong reauthorization bill, and we hope for a speedy conference and a bill signing 
next month. Both the House and the Senate bills reauthorize the program at sums near your 
request and add important new goals for the program, such as "school readiness." The most 
important issue left for conference concerns how to allocate new funds between quality 
improvement and program expansion. We have advocated a careful balance between 
improving quality and serving more children, very much along the lines of the Senate bill; the 
House bill puts more of the new money into quality improvements, such as salary 
enhancements. We will work in conference for the Senate version, but expect to see some 
middle-ground position emerge from conference.
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Thomas proposal would raise payment rates overall, while also lessening geographical 
disparities in reimbursement. Although not fully satisfying the industry, the proposal goes a 
long way toward meeting their objections. (Vai, for example, sent generally positive signals 
about it.) The primary problem with Thomas’s approach is that it would cost $1.4 billion over 
5 years - and that it takes this amount out of the budget surplus. We believe that House 
Democrats will hold firm in opposing the proposal’s surplus financing, but that they will feel 
real pressure to propose an alternative financing mechanism. The difficulty, of course, is that 
the Medicare offsets that could pay for Thomas’s home health proposal are themselves 
politically nonviable. We will meet with the Democrats next week to discuss how to proceed 

on this sensitive issue.

8. Welfare Reform - New Federal Child Support Case Registry: HHS is almost 
ready to put in place a new national database of child support cases, called the Federal Case 
Registry. This registry - another of the critical building blocks of the interstate child support 
system proposed in your 1994 welfare reform bill and enacted in 1996 -- will make it easier 
to locate deadbeat parents, especially if they have moved to a different state. HHS will check 
the Registry daily against an already operative database of employees (the National Directory 
of New Hires, which was created in October 1997 and is updated daily with “new hire” 
information submitted by employers). When this computer check produces a match, HHS will 
report information about the delinquent parent to the state in which child support is owed; the 
state then will arrange to garnish the wages of the parent. States will begin to submit their 
child support case data to HHS on October 1; HHS expects to have 30 states in its system by 
the end of October and 40 states by the end of the year. The National Directory of New Hires 
already has made it easier to find delinquent parents (the Directory helped locate one million 
parents in just its first nine months of operation); the addition of the Federal Case Registry will 
increase still further the ability of states to find and proceed against deadbeat parents.

10. Immigration - H-2A Agricultural Guestworkers: We met several times last 
week with Democratic Members of Congress interested in the H-2A visa program for 
agricultural workers to inform them that we would continue to oppose the H-2A provision on 
the Senate’s Commerce-Justice-State (CJS) appropriations bill, but that we would engage in 
a broad-based process to consider future legislative reform of the program. Senators Wyden 
and Graham co-sponsored the provision on the CJS bill, but Hispanic groups, labor unions.

9. Welfare Reform -- Research Grants: HHS awarded $3 million in grants to 10 
states and 3 counties last week to study what happens to families coming off the welfare rolls. 
The research studies will track employment and earnings; returns to welfare; participation in 
Food Stamps, Medicaid, child support, and child welfare programs; and family and child well­
being. Florida’s study is specifically designed to explore the impact of welfare reform on 
different ethnic groups, and Arizona's study is directed in part toward the State’s large Native 
American population. Massachusetts will examine, among other matters, the first group of 
families to hit the State’s 24-month time limit. Several of the states also will track what 
happens to families who have been diverted from the welfare rolls.
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11. Community Empowerment — Regulation B: We have heard that the Federal 
Reserve may be coming close to approving a change in Regulation B, which implements the 
Equal Credit Opportunity Act, to allow (but not require) banks to collect data on the race and 
income of loan applicants. The Administration sent a letter to the Fed last Spring, arguing that 
this change in the regulation would allow banks to assess their outreach and approval practices 
for a variety of loans, including loans to small businesses. The Fed considered and rejected 
a similar proposal in December 1996, but may change its mind between now and the end of 
the year because of the Administration letter, supportive letters from several large banks, and 
recent changes in the composition of the Board of Governors.

and their many Democratic friends in Congress (including Senator Kennedy and Congressmen 
Berman and Becerra) just as strongly oppose it. We believe that there is good reason for this 
opposition, because the Wyden/Graham amendment would weaken labor protections for 
migrant farmworkers. At the same time, we believe that the growers have legitimate concerns 
about the program, and that we should take a hard look at the way it operates. After several 
meetings, Wyden and Graham decided that they would continue to push their amendment on 
the CJS bill, but that they also would join a working group (which will include as well 
Kennedy, Berman, and Becerra) to consider different ways to reform the H-2A program. We 
will begin meetings of this working group this week, in the hopes of developing a consensus 
proposal and introducing it at the beginning of the next session of Congress. In the meantime, 
we believe that we are in a strong position to defeat the Wyden-Graham amendment, 
especially because anti-immigrant Republicans also oppose it.



yb lb -'-11 .‘Gy

September 18,1998

IDENTMEMORANDUM FOR THE

GENE SPERLINGFROM:

NEC WEEKLY REPORTRE:

ERSKINE BOWLEScc:

your conversations with Presidents Cardoso and Zedillo, the equity markets in Brazil and Mexico

THE WHITE HOUSE

WASH INGTON

Speech at the Council of Foreign Relations: Your speech to the Council on Foreign Relations 
received terrific press: the USA Today, Washington Post, Financial Times, and New York Times 
all ran positive stories above-the-fold. Your speech was also extremely well received in the 
financial markets, both here and abroad, and particularly in Latin America. As you know from 
your conversations with Presidents Cardoso and Zedillo, the equity markets in Brazil and Mexico 
were both up in the first half of the week, partially due to renewed confidence in their markets 

because of your words.

Next Generation Internet: In your State of the Union address, you set a goal of connecting 100 
universities to the Next Generation Internet (NGI). On Friday (9/18), the Vice President 
announced grants to connect another 36 universities to the NGI - exceeding your goal and 

bringing the total to 128.

H-1B Visas: The House Republican leadership postponed bringing to the floor legislation to 
increase the number of temporary (H-1B) visas for highly skilled foreign workers; the current 
plan is to move the bill next week. The reason for the delay is twofold: (1) the current version, 
does not include adequate protections for U.S. workers and includes insufficient training funds; 
and (2) does not appear to have enough votes to pass (partially because of our veto threat). 
Meanwhile, Cecilia Rouse, on my staff, and Peter Jacoby, of White House Legislative Affairs 
have been meeting with Senator Abraham’s staff to reach an agreement that would include 
significant additional funding for training and strong protections for U.S. workers. There has 
been some progress, and it is possible that we can reach an agreement in the next week.

Head Start Reauthorization: On Monday night (9/14), as part of the Community Services 
reauthorization, the House passed Head Start reauthorizing legislation that is much less 
problematic than the version reported by the House Education and Workforce Committee. (The 
bill also included Low-Income Home Energy Assistance Program reauthorization. Community 
Services Block Grant reauthorization, and a new Individual Development Account demonstration 
(see below). During the Committee markup, Rep. Riggs succeeded in adding two controversial 
amendments concerning paternity establishment and vouchers/certificates. However, Rep. 
Goodling succeeded in bringing a version of the bill to the floor that did not include these two
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provisions, and omitted the provision in the Committee bill that would have repealed the Davis- 
Bacon requirement for Head Start construction. Because of these changes, the reauthorization 
passed with overwhelming bipartisan support (346-20). There remain a few lesser, but still 
important. Head Start issues for conference: for example, the House bill’s excessive increase in 
the quality set-aside (from the current law 25 percent of any real increase in Head Start funding 
to 65 percent in FY 1999 and FY 2000 and 45 percent in FY 2001 and FY 2002). Boosting the 
quality set-aside to these levels would restrict expansion and prevent the Head Start program 
from reaching your target of 1 million children in 2002. The Senate version (which passed by 
unanimous consent) does not change the quality set-aside from current law. We will work in 
conference to ensure that the Senate version is included in the final bill.

Gordon Smith (R-OR) that reforms the H-2A agricultural guestworker program. Secretary 
Herman wrote a letter strongly opposing the amendment because it would erode protections for 
U.S. workers and shift costs and risks from employers to workers and/or the government. 
Although the bill passed the Senate by a vote of sixty-eight to thirty-one, it has since lost support 
among Senate Democrats, principally because labor and Hispanic groups have made clear their 
vehement opposition. Further, the Wyden-Graham amendment has little Republican or 
Democratic support in the House. Faced with this situation, Sens. Wyden and Graham met with 
Erskine Bowles, Sally Katzen, and Elena Kagan on Tuesday (9/15) in an attempt to convince the 
White House that rather than opposing their bill, we should work with them to make it better. 
Following that meeting, Elena Kagan, Cecilia Rouse (NEC), Julie Fernandes (DPC), and Barbara 
Chow (OMB) met twice with the staff of House and Senate Democrats. After giving the Wyden- 
Graham bill careful consideration, we plan to list this amendment as one of the reasons to issue a 
veto threat on the C-J-S Appropriations bill. You should know that we have begun a bi-partisan 
working group (including the Department of Labor and USDA) to consider potential reform to 

the H-2A program.

Individual Development Accounts: On Monday night (9/14), the House passed the Individual 
Development Accounts (IDA) proposal, as part of the Community Services reauthorization (see 
above). Enactment of this legislation would effectively complete your 1992 community 
empowerment agenda. There are no significant differences between the House-passed and 
Senate-passed versions of the bill and therefore, we do not expect a contentious conference. The 
IDA proposal authorizes $25 million annually and we are seeking an appropriate way to fund the 
program. The Senate Labor/HHS bill earmarks $10 million of HHS’ welfare reform research 
funds, but we are concerned that this approach could take needed money away from critical 
welfare reform studies. Therefore, we are working with DPC, OMB, and the Hill to find another 
way to fund these new ID As. You should also know that Jon Orszag, on my staff, is working to 
put together three other announcements to promote the use of ID As: (1) a letter from banking 
regulators clarifying that banks and thrifts can receive Community Reinvestment Act credit for 
IDA programs; (2) a letter from HUD clarifying that HOME and Community Development 
Block Grant funds can be used to establish IDA programs; and (3) a clarification from Treasury 
that the matching contribution to the IDA from a non-profit or government entity is not counted 

as income for the individual.

Vis^s: Last July the Senate passed an amendment to the Commerce-State-Justice 
Appropriations bill (sponsored by Senators Ron Wyden (D-OR), Bob Graham (D-FL) and
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HEA Reauthorization: While the conference on the Higher Education Act reauthorization is not 
finished, it does appear to oe in its final stages, and a report could be considered in the House as 
early as next week. There is much for us to celebrate in the bill: for example, lower interest rates 
on student loans; authorization of the High Hopes program (renamed “GEAR-UP”); teacher 
recruitment and training proposals modeled in part on your initiatives; the government s first 
Performance-Based Organization (PBO), for the efficient delivery of student aid; making 
distance learning more available, and investing in innovative distance learning pilot projects. We 
did, of course, have losses, too. The bill includes unnecessary subsidies to banks, and the lack of 
any pilot program to use market forces to set lender subsidies. For former students paying higher 
interest rates on their loans, low-rate financing through direct lending will end in just four 
months. (On the welfare reform provisions, we have not heard yet of any resolution).

Chief Operating Officer for Student Aid: In preparation for the new Performance-Based 
Organization (see above), the Education Department is prepared to hire Suzanne Peck, the first 
Chief Operating Officer for student aid. She has a background in student loan banking - the 
type of industry experience that many feel will help bring innovation to our grant and loan 

programs.

Tax Cuts and Saving Social Security First: Following your strong veto statement on any tax 
bill that violates Saving Social Security first, Democrats on the Ways and Means Committee held 
together. While several Democrats wavered all week, only Barbara Kennelly voted for the 
Archer package. Erskine, Bob Rubin, Jack Lew, and I met with a group of reporters to reinforce 
our position that you will veto any tax cut that squanders the surplus. We will continue to work 

to convince Democrats that our position is unwavering.

School Construction: You should know that the Ways & Means tax bill includes a provision 
worth $1.3 billion over five years that allows increased arbitrage on school construction bonds. 
While the provision is objectionable, it does indicate that Republicans feel that they need to 
respond to our call for an investment in school construction. On the Senate side, Sen. Moseley- 
Braun yesterday released a letter from 40 Senators to the Majority Leader and the Chairman of 
the Finance Committee urging that any tax relief legislation “should include major tax relief for 
communities seeking to rebuild and modernize their school facilities.” The letter states that We 
believe this objective can be accomplished in a manner that does not reduce the projected budget 

surplus.”

Bankruptcy: The Senate began floor debate on the bankruptcy bill on Thursday (9/17). Among 
major amendments. Senator D’Amato’s amendment to ban ATM fees charged by the machine 
provider (as opposed to the customer’s bank) failed 72-26. Senator Kennedy s minimum wage 
amendment was put off until next Tuesday (9/22), when final passage of the underlying bill is 
expected. The Administration’s SAP “encourages Senate passage of S. 1301 as an important 
step toward balanced bankruptcy reform; however, the Administration ultimately would support 
enactment of bankruptcy legislation only if the essential reforms incorporated by the Senate 
managers' amendment are preserved and strengthened and the unbalanced and arbitrary elements 
of the current House bill are omitted.” I convened a meeting of White House senior staff and 

DoJ and Treasury officials to reach a consensus on our conference goals.
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Y2K Information Sharing Liability Bill: Senators Hatch, Leahy, Kyi and Dodd, joined by John 
Koskinen, held a press conference Wednesday (9/16) to announce a bipartisan consensus on 
language for the “Good Samaritan” bill that you proposed in mid-July. The Senators credited the 
Administration’s pivotal role in the development of the legislation. At mark-up on Thursday 
(9/17), Senator Thompson offered an amendment that would have cost the bill key industry 
support. It was defeated 14-4, since any one Senator can derail the bill at this late date, the 
Administration and the Senate sponsors have begun to educate the four Senators who were in 
favor of the amendment. So far, we have won over one of the four. Senator Hatch hopes to 

bring the bill to the floor next week.

Auto Choice: Next week, the Senate may bring auto insurance reform legislation, so-called Auto 
Choice, to the floor for a cloture vote. As you may know, under the Auto Choice proposal, 
drivers in states that accept the new federal legislation would have a choice between the existing 
system in their state and a no-fault plan - which may provide lower premiums, but at the cost of 
prohibiting most drivers from collecting non-economic damages such as pain and suffering. 
Your economic team has a number of serious problems with the legislation, but believes that the 
best strategy is to remain silent at this time because: (1) the motion is unlikely to pass, and (2) we 
do not want to divide Democrats — Senators Monyihan and Lieberman favor the legislation and 
most others are opposed. You should know that if the cloture vote passes, we will send you a 
memo to inform your decision about opposing/supporting Auto Choice.

Social Security Reform: This week, the Social Security working group met to review extensive 
work we have done analyzing the impact of Social Security reform on women. We discussed (1) 
issues about the current Social Security system - including why so many elderly widows are 
poor and whether the system is fair to working women - and (2) ways in which reform proposals 
would impact women (e.g., the implications of annuitizing individual accounts at a unisex rate, 
the evidence on whether women are more conservative investors than men, and options for 
reducing widow poverty). Larry Stein and I continued our meetings with key Senators to get 
their thoughts on how the Social Security reform process should unfold in the coming months; 
this week, we had individual meetings with Senators Breaux, Conrad, Dorgan, Kennedy, and 

Mack, and a joint meeting with Kerrey and Moynihan.

Minimum Wage: The Senate was supposed to debate and vote on Senator Kennedy’s minimum 
wage increase on Thursday (9/17), but they delayed it until next Tuesday (9/22) when the Senate 
will take it up. Senate Democrats were pleased with your remarks about the minimum wage at 
the IBEW Conference. We expect the vote to be very close. There are 45 definite supporters of 
your proposal, including two Republicans (D’Amato and Specter). And 9 Senators — 7 
Republicans and 2 Democrats - remain uncommitted. We will be working with the Labor 
Department and Senator Kennedy’s office to get the votes needed to pass your proposal.

Internet Tax Freedom Act: There is a chance that the Senate next week will approve the 
Internet Tax Freedom Act. Senator Wyden (a sponsor) and Senator Dorgan (an opponent) are 
trying to agree on a compromise that would allow the bill to be brought up on a time agreement. 
We have been actively encouraging Senate Democrats to reach a compromise to allow the bill to 

go forward.
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'irtjun ^H-2A Vis^s: Last July the Senate passed an amendment to the Commerce-State-Justice 

Appropriations bill (sponsored by Senators Ron Wyden (D-OR), Bob Graham (D-FL) and
Gordon Smith (R-OR) that reforms the H-2A agricultural guestworker program. Secretary 
Herman wrote a letter strongly opposing the amendment because it would erode protections for 
U.S. workers and shift costs and risks from employers to workers and/or the government. 
Although the bill passed the Senate by a vote of sixty-eight to thirty-one, it has since lost support 
among Senate Democrats, principally because labor and Hispanic groups have made clear their 
vehement opposition. Further, the Wyden-Graham amendment has little Republican or 
Democratic support in the House. Faced with this situation. Sens. Wyden and Graham met with 
Erskine Bowles, Sally Katzen, and Elena Kagan on Tuesday (9/15) in an attempt to convince the 
White House that rather than opposing their bill, we should work with them to make it better. 
Following that meeting, Elena Kagan, Cecilia Rouse (NEC), Julie Fernandes (DPC), and Barbara 
Chow (OMB) met twice with the staff of House and Senate Democrats. After giving the Wyden- 
Graham bill careful consideration, we plan to list this amendment as one of the reasons to issue a 
veto threat on the C-J-S Appropriations bill. You should know that we have begun a bi-partisan 
working group (including the Department of Labor and USDA) to consider potential reform to 

the H-2A program.

provisions, and omitted the provision in the Committee bill that would have repealed the Davis- 
Bacon requirement for Head Start construction. Because of these changes, the reauthorization 
passed with overwhelming bipartisan support (346-20). There remain a few lesser, but still 
important. Head Start issues for conference: for example, the House bill’s excessive increase in 
the quality set-aside (from the current law 25 percent of any real increase in Head Start funding 
to 65 percent in FY 1999 and FY 2000 and 45 percent in FY 2001 and FY 2002). Boosting the 
quality set-aside to these levels would restrict expansion and prevent the Head Start program 
from reaching your target of 1 million children in 2002. The Senate version (which passed by 
unanimous consent) does not change the quality set-aside from current law. We will work in 
conference to ensure that the Senate version is included in the final bill.

Individual Development Accounts: On Monday night (9/14), the House passed the Individual 
Development Accounts (IDA) proposal, as part of the Community Services reauthorization (see 
above). Enactment of this legislation would effectively complete your 1992 community 
empowerment agenda. There are no significant differences between the House-passed and 
Senate-passed versions of the bill and therefore, we do not expect a contentious conference. The 
IDA proposal authorizes $25 million annually and we are seeking an appropriate way to fund the 
program. The Senate Labor/HHS bill earmarks $10 million of HHS’ welfare reform research 
funds, but we are concerned that this approach could take needed money away from critical 
welfare reform studies. Therefore, we are working with DPC, OMB, and the Hill to find another 
way to fund these new ID As. You should also know that Jon Orszag, on my staff, is working to 
put together three other announcements to promote the use of ID As: (1) a letter from banking 
regulators clarifying that banks and thrifts can receive Community Reinvestment Act credit for 
IDA programs; (2) a letter from HUD clarifying that HOME and Community Development 
Block Grant funds can be used to establish IDA programs; and (3) a clarification from Treasury 
that the matching contribution to the IDA from a non-profit or government entity is not counted 

as income for the individual.
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' MEMORANDUM FOR T

ERSKINE B. BOWLESCC:

FROM:

CEQ WEEKLY REPORTSUBJECT:

PROTECTING COMMUNITIES FROM TOXJCS

Recycling Executive Order

Monday you signed an executive order that, among other things, will require the federal 

action is a significant step that will save half a million per

Today.

RESOURCE STEWARDSHIP

Bonneville Power Administration 

Today, the Vice President announced principles that will guide the Bonneville Power Administration

SUSTAINABLE COMMUNITIES

Smart Growth

Recycled Paper

( 1

The Vice President was in Portland, Oregon last Saturday to dedicate a new extension of the city’s 
light rail system and to hold the first in a series of listening sessions on the subject of smart growth. 

Portland has a national reputation as an innovative city that has used transit as a means to spur

pollution, and stimulate markets for green products. The announcement was positively received 
by the recycling community and covered by the Washington Post, Wall Street Journal, and USA

(BPA) as it begins negotiations on new power contracts for the 21st century. These principles will 
ensure that the Northwest will continue to receive low-cost power and that BPA will be able to meet 
its obligations, including those to Columbia River basin salmon restoration. The principles were 
developed in a process that involved several Federal agencies along with customers, tribes, and 
environmental and community groups. These principles improve upon the 1995 interagency fish 
funding agreement” and call on BPA to commit at least $438 million per year to fish and wildlife 

restoration.

IDENT

KATHLEEN A. McGINTY V

‘j-Xl -IS

EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY 

WASHINGTON. 0 C 20503

government to buy and use only recycled printing and writing paper by the end of this year. This 
■ •- "• ■ --------- year, reduce energy use and air

ncemi
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Travel

On Sunday

assist the Northwest’s coastal salmon restoration effort.

acquisitions

purchase the property soon, it could well be sold to private buyers.

Attachments

Recycled Paper

Seattle, I traveled to Montana to mark the completion of the New World mine agreement that 
— - —• , was a very positive celebration of our

collaborative' appioachiore'solving conflicts. The event’ received very favorable local and regional 

with front page stories (see attached news clips). The purchase of the New World mine is a

was a very positive celebration of ourFrom
you announced on August 12, 1996. The ceremony

restoration of coastal salmon in the Pacific Northwest. Coastal salmon may be listed as threatened 
in February and the region is working to develop local strategies to restore this critical resource. We 
are working with OMB on a proposal for the FY 2000 budget that will identify resources that can

economic development that is consistent with a healthy environment and a high quality ot lite 
Vice President was joined at the event by a wide range of representatives from the region including 
state, regional, and local officials, business representatives and community leaders. The next 

listening session is scheduled tor Sacramento on September ).

press with tront page stones (.see anavuvu uvwo r-------------------
great achievement for the Administration. The Environmental Protection Agency is now heading 

up the federal effort to clean up the site from a century of mining wastes.

I traveled to Seattle where the Vice President moderated a panel on the waterfront on
... . .. ----- |

. We

While in Montana I also toured the Royal Teton Ranch property, one of our FY 1998 priority 
from the Land and Water Conservation Fund. The tour as well as the issue involved, 

received excellent local press coverage and should help in our effort to urge Congress to release 

funds for this purchase.

This property would provide winter range and maintain historic migration paths tor wildlife 
including bison, bighorn sheep, elk, grizzly bear, antelope and mule deer. The property has an added 
benefit for bison. Currently, bison that migrate out of Yellowstone Park are often shot by Montana 
officials to ensure that cattle are not exposed to brucellosis, a disease that can be carried by bison. 
By providing additional range, this property is critical to our strategy to protect bison. If we cannot
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a done dealCrown Butte buyout
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Mountain Gold, which now owns Crown Butte Mines, look on.
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out was a "truly cooperative effort" between min­
ers, the government and conservationists, but he 
also noted it was a "long and challenging road" that 
lead to the agreement

Almost as soon as Crown Butte started explor­
ing in the high country northeast of Cooke City in 
the late 1980s, environmentalists began question; 

■ ing the proposal. Then they moved to outright and 
President's Council bitter opposition, filing a federal lawsuit that would

(More on Buyout, page 8)
. Quality. "One that favors consensus over con- ‘ Clinton announced the deal in August 1996 but it 
flicL" '1'? ? ' was not consummated until last month. . .

She was the'keynote speaker at a morning cere­
mony to celebrate the government's purchase of

i
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By SCOTT McMIIHON
Chronicle Staff Writer

■ CORWIN SPRINGS — It was an incredibly

consensus over conflict."

—Katie McGinty,

W'

r’Y

Mountain Gold, which now owns Crown Butte Mines, look on. •* •

Deed to property changes hands

ilO* Hr

- • •

mental battles of the decade, but there were smiles 
all around as a mining executive signed over a cer­
emonial deed to the New World property here 
Tuesday morning.

This is a victory for a whole new approach" to 
environmental debates, said Katie McGinty, chair
of President Clinton’s Council on Environmental, Crown Butte Mines' property near Cooke City.

was not consummated until last month. .
Karl Ellers, chairmaijof Battle Mountain Gold; 

which now owns Crifwn Butte Mines, said thebuy-
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But McGinty did not mention the tions,” she said. “In this area the Supervisor Dave Garber and mentalimpactstatementthatin- 
Jffhp rnLnv lost, one that risk was too great.” Environmental Protection Agency eludes a preferred alternative for

Other high officials there in-

V

federal land.
Mike Clarke, director of the

'■'-vv.. .LLC  clean up the polluted streams that
instead of discussing the stick led Jo the company’s loss in court, 

looming over the company's back,
she focused on the $65 million car­

alternative they released called the

.• “The Citizens' Plan does indeed 
offer important and valuable in- 

She said the administration has sights,” she said, adding that she 
reconciled the conflicts and differ- hopes to hear more ideas from the 
ences between the departments of ‘ ranching community.

carrot the company bit in 1996.
McGinty said she did not doubt

ty to mine safely without causing en- one of the chief negotiators of the to act 

vironmental problems.

Of the money paid to Crown Rocky Mountain Regional Director long-term bison management that 
.. “TLLL..—L has been criticized by both ranch-

Though the focus of the ceremo- ers and bison advocates, 
o .-oo... - „ > She spent much of Monday with

For the next 20 years, the his- not the grind it takes to make it, bison advocates, including a dinner

lawsuit the company lost, one that risk was too great.'
could have cost the company mil- Cf ----------
lions of dollars in fines for Clean Butte, $23 million is set aside to BillYellowtail.
Water Act violations. clean up the polluted streams that „ J

Instead of discussing the stick led to the company’s loss in court. ny was on how to enjoy a sausage,

sne locusea on me ooo miiuuu toric mining district in the Daisy McGinty and others caUed the deal at Chico Hot Springs Resort and
rot looming in front of its nose, the Pass area is off limits to mining on a template for other controversial is- said Tuesday sh i is interested in an

ofc^flic?anclSgafion.'eEsS' whin disturbed. PlJriSquak^s XendalDfcereBs?sS'inrMo!!taandaOfand ^vefnme^is’nowon the same 

^tu^rpS’to^VciZw" -nadre«ularshudderSthr0Ughthe state and federal govern-

stockholdSsOf‘ ° 1 y “Even with the best of inten- Finley, Gallatin National Forest mentSi have release^an enwon-

sues.
juvuiui oaiu ouv u.u ..v. - ,  — McGinty specifically cited bison,'^“CitizensJPlan.” ” •,

the company’s faithlnVs own abifi- G rcater Yellowstone Coalition and a case m which "tragedy compels us

• ’ • ‘ . - buyout, called for a permanent in-
But the placewhere it wanted to junction on mining in the area, 

work is made of rock that can gen- C ’
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In Tokyo this week, Stu Eizenstat met with counterparts of around 20 key nations to discuss the 
agenda and potential outcomes for the Buenos Aires conference, November 2-13. Good progress 
was made in working through issues on emissions trading and the Clean Development 
Mechanism. In particular, EU representatives indicated a possible willingness to back away 

Two stories appeared this week on how global climate change's is affecting our environment. On 
September 14, NPR, aired a story on the rapid melting of the arctic ice sheet, and on September 
^7, the Washington Post ran a story on new British research demonstrating that the thermosphere 
- the outer layer of the atmosphere - has fallen by about 5 miles in the last 38 years. The lead 
author of the underlying research article, a Cambridge, England atmospheric research physicist, 
fsaid that “the closest you can get to explaining this phenomena is greenhouse gases.”

On the appropriations front, the House passed the Foreign Ops bill this week, which, like the 
Senate bill, contains deep cuts in our request for the Global Environment Fund. Meanwhile, 
Rep. McIntosh held his sixth Subcommittee hearing entitled “Kyoto Protocol: Is the 
Clinton-Gore Administration Selling out America?” There were no Administration witnesses. 
The witnesses did include representatives from API, Boise Cascade, Texas Instruments, the 
International Brotherhood of Boilermakers and the American Farm Bureau Federation. Rep. 
McIntosh continues to press for more documents. So far, in response to over 60 requests made to 
f22 agencies (including the issuance of seven subpoenas) our rough calculation is that over 10,000 
staff hours have been spent to produce over 350,000 pages of documents at a cost of about 
$425,000.

Today, John Browne, CEO of British Petroleum, gave an important speech at Yale announcing 
BP’s plan to dramatically reduce its global greenhouse gas emissions by 10 percent below 1990 
levels by the year 2010. We put a statement for you commending this action. The Washington 
Post and the San Francisco Chronicle ran stories today and more stories are expected to run over 
the weekend.
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from their insistence on capping emissions trading. Chinese officials continued to be more 
receptive to dialogue on climate change than in the past. However, developing countries in 
Tokyo displayed little if any willingness even to discuss (let alone to take on) binding emissions 
targets. Maintaining momentum in the face of this reluctance will be a central challenge at 
Buenos Aires.
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Economic analysis. The Energy Information Agency (EIA), a statistical arm of DOE, which has 
an non-political status akin to BLS, suggested to Rep. Sensenbrenner at a hearing several months 
that it would be happy to do an economic analysis of the Kyoto agreement. Mr. Sensenbrenner, 
who views climate change about the way Sen. Hagel does, took EIA up on the offer. EIA has 
now completed its study, with numbers at the highest end of the scale, higher even than studies 
paid for by hard-core industry opponents. We have responsive talking points ready for use when 

the study is released.

Industry consultations. We had a good meeting with key CEOs from the natural gas 
transmission industry this week. This industry, which is fundamentally on the solution side of 
the climate change problem - switching from coal to natural gas greatly reduces emissions - is 
quite open to working with us.

The World Energy Council held its biannual meeting in Houston, Texas this week. This meeting 
was interesting in the degree to which climate change had become a mainstream topic to be 
considered and addressed by exhibitors and speakers during the conference, including oil 

producers.


