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ALEXIS HERMAN: 

Please forward this book 
to Don Baer once you have 
reviewed. Thanks. 

DON BAER: 
Please return this book 
to the Staff Secretary's 
office once you have 
reviewed. Thanks. 

. 

' 



Co-author of In Search of Excellence
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STATEMENT BY THE PRESIDENT

I am pleased that we could work with Congress to develop an 
acceptable, short-term continuing resolution that will give 
Congress time to finish its work and ensure the continuation of 
normal Government functions.

H.J. Res. 108 provides for a temporary extension of 
appropriations for all government operations from October 1 to 
November 13, 1995, and prevents a shutdown of the Government.

Today I have signed into law, H.J. Res. 108 "Making 
Continuing Appropriations for the Fiscal Year 1996, and for Other 
Purposes."

I have been urging Congress to send me all 13 appropriations 
bills for FY 1996, in a form that I can accept, before the 
October 1st start of the new fiscal year. Regrettably, Congress 
has been unable to do that.

I am committed to balancing the Federal budget. While I do 
not share the same priorities as Congress, I look forward to 
working with the Members to achieve a budget that serves the 
American people.
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Oregon Special Election
5 ■»

DNC $400,000
11.1%

Nominee $500,000
13.9%

President 1
Vice President 
Re-elect $1,000,000 

27.8%

Daschle/Kerry/DSCC $1,700,000
47.2%

j
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■
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Suggested Breakdown of Responsibility
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Oregon Special Election
X,::::

General|Election Budget - $ 2.6 Million
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DSCC $300,000 

11.5%

PACs $500,000 

19.2%

Nominee $500,000
19.2%

Individuals $1,100,000 

42.3%
/

Senators $200,000 

7.7%
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Oregon Special Election
JDemocratic Party of Oregon Budget - $ 1 Million

t

!■■■

Es

Individuals $400,000 

40.0%

PACs $300,000 

30.0%

Other State 
Parties $100,000

10.0%

—

wl

Senators $200,000
20.0%

1 J



Oregon Special Election
December Schedule

Key Date Holiday Blackout
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Oregon Special Election
Total Contributions Needed -- $ 3.6 Million

2.8%

DSCC $300,000
8.3%

Individuals $1,500,000 

41.7%

PACs $800,000

22.2%

Other State
Parties $100,000

Nominee $500,000 

13.9%

Senators $400,000
11.1%
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Oregon Special Election
x-

January Schedule

Key Data
Holiday Blackout
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J. M1rt hner, IE

Clllira. 

...... Qlili 

lllltllajoritJTrat 

� 81uu1, LA 

...... ,CINcll 

-- --Barbin Mikulski, MD 
lllrbarl Bour, CA 

UIMlllli,Cilcle 

Ktnt Conrad, ND 

LawCIHdl 

Russ Feinaold, WI 

DSC lalllltMII 

Dlwid Pryor, AR 
Carol Moseley-Braun, IL 
Patty Murray, WA 

Democratic Senatorial. Campaign Committee 
430 South Capitol Strtet, SL, Wuhin;ton, D.C. 20003 • (202) 224-2447 

mt.met: mfoOcllcc.orv 

CONTRIBUTIONS FOR THE J)EMOCRATIC NOMINEE 1N 
THE OREGONG� �ON 

OREGON VICTORY FUND 

The DSCC will raise funds jointly with a �h committee organi7.ed to support the
eventual Democratic nominee in the Oregon special election. Once the DOJDince is 
selected, the candidate will authome this committee as his or her own and its funds 
will be immediately available for his or her uk. The nominee will teeeive 95� of 
the proceeds and the DSCC will accept S 96 w,hich will be tallied to the Oregon race.

Checks should be made payable to; 

Oregon Victory Fund 
I 

Contributions should be mailed to; · \
I 

Democratic Senate Campaign Committee 
430 s. Capitol Street, S.E. 
Washington, DC 20003 

Contribution Levels: 

Individuals: $1,000 - general election 
Partnerships: . $1,000 - general election 
PAC's: SS,000 - general el�on 

More Information Contact: 

Rita Lewis 
Deputy Executive Dhector 

._· Democratic Senate �paign Committee 
PH: 202-224-2447 
FAX: 202-485-3120 

Paid for ud authorized by th• Democratic Seatonai Campaign Committee 
Contribution, are not tu deductible. 



7.

CONTRIBUTIONS TO THE OREGON STATE PARTY
Pratnm Chiirj

Checks should be made payable to:

Democratic Party of Oregon

Contributions should be mailed to:

Contribution Levels:

More Information Contact:

tee

Individuals:
Partnerships: 
PAC’s:

Nut Minority Trust 

John Breaux, LA

Ludfship Circle

Kent Conrad, ND

i
r

DSCC Roundtable

David Pryor, AR 

Carol Moseley-Braun, IL 

Patty Murray, WA

■
I

Democratic Senatorial Campaign Committee
430 South Capitol Street, S.E., Washington, D.C. 20003 • (202) 224-2447 

hteniet: info@dscc.org

$5,000 each calender year - federal money 
$5,000 each calender year - federal money 
$5,000 each calender year - federal money

r

I
I *

J. Hobart Kerrey, NE

Chairman

Paid for and authorized by the Democratic Senatorial Campaign Committt 

Contributions are not tax deductible.

Labor Council

Russ Feingold, Wl

. Wonan'i Council

Barbara Mikulski, MD 

Barbara Boxer, CA

Rita Lewis
Deputy Executive Director - DSCC
PH: 202-224-2447
FAX: 202-485-3120

DSCC
430 S. Capitol Street, S.E. 
Washington, DC 20003

NOTE: They can onlx accept federal contributions. People 
can contribute $5,000 in 1995 and $5,000 in 1996.

F A I



Oregon Special Election DSCC Campaign Plan Summary;

Plan components:

Key numbers:

Targeting:

Voter File:

Democratic Base - 43% 
Republican Base - 36% 
Unaffiliated Base - 21%

1.
2.
3.
4.
5.
6.

Complete 1996 NCEC precinct data will be available for analysis on 
September 30th; the voter file will be complete October 15; and polling will be 
conducted post-primary. Based on NCEC data, high Democratic
performance and persuasion precincts will be targeted for 
identification/persuasion and GOTV efforts.

Two voter files exist from 1994 with voter history, including participation in 
the two statewide special elections conducted by mail. DSCC has access to the 
Count Books via Electronic Bulletin Board. An updated voter file will be 
completed October 15th, paid for by the DNC, Democratic Party of Oregon, 
and Democratic Coordinated Campaign paticipants. The voter file vendor 
will provide, as required by contract, a full-time administrator in Portland for 
the duration.

Minimum votes needed to win 596.203.
Based on obtaining 50% plus 1 of the expected 1,192,404 votes cast.

The voter file will contain the following data in addition to the name, address 
and phone number of the voter:

Vote Goal Scenario: 65% Turn out -
Oregon Secretary of State estimates a 65% voter turnout for the Oregon 
special election based on previous turnout in Oregon general and special 
elections.

Party
Age
Gender
Voter History
Previous Voter ID responses
Mail-In Special Election History



Field Plan:

Voter Identification:
II

Persuasion Universe:

Canvass: Targets, walkable precincts and follow-up mail.

Get-out-the-vote

Democratic Performance targets have been calculated and estimated 
budgets for calls and canvass.

Targets for persuasion have been estimated on a 65% turn-out and on demographic 
selections based on GOP opponents and the Democratic candidates.

Mail: Undecided voters from the voter ID program will receive three pieces of 
persuasion and comparative mail. This mail will hit between Jan.2 - 10.

A paid phone bank will call Democratic, Independent and some Republican (i.e. pro­
choice GOP) voters in targeted geographic and demographic areas to identify those 
voters that are for, against and undecided in their support of the Democratic 
candidate. Identified supporters of the Democratic nominee will be placed in the 
GOTV universe. Voter ID calls will begin earlyDecember and continue through 
early January. .

Phone: Just prior to the ballots arriving, (Jan. 10-11), phone calls will be made to the 
undecided voter universe asking a new ID question and containing a "push" 
message. Identified Democrat and other voters will be added to the GOTV 
universe nightly. Persuasion targets are identified based on a 65% phone 
match; with mail and door to door to cover the 35% non-match households.

Mail: GOTV mail will be sent prior to the election, Jan. 5-10, (2 pieces to the 
universe) and periodically to those in the universe whose ballots are still 
outstanding. An additional mail universe is planned for the households that we 
have been unable to ID due to an inaccurate phone match and in rural and 
suburban areas difficult to canvass.

I

Paid
Phone: GOTV call to identified supporters will begin in those areas ranking highest 

in GOTV universe Jan. 9-10, just prior to tthe arrival of the ballots, urging 
early voting. GOTV calls will continue throughout the twenty day voting 
period to those yet to vote. The call list will be pared down as votes are 
recorded.Estimated phone targets have been identified for high Democratic 
performance and likely demographics on a pre- and post-ballot mail schedule. 
Special universe for rural and suburban precincts.



areas.

Vote Tracking:

1.

2.

Technology;

Opposition Research:

Complete packages on Republican candidates is underway through the DSCC1.

In counties where the data is provided on paper, lists will be input in the 
county and sent via modem to the appropriate entities.

Visibility: GOTV visibility will occur throughout January, with heavy emphasis on 
shopping centers, day care centers, senior centers etc. in teh highest target 

Research on GOP candidates started September 11, with team on the ground in 
Oregon. The team is responsible for rapid response as well.

Media: GOTV public service announcements on TV, radio and in the print media will 
be explored with the Governor, Secretary of State and friendly interest groups.

Six of the seven largest counties provide information on disk. This will be 
matched to the voter file and then matched to the phone and walk lists as 
frequently and quickly as data is provided. Estimates are for a 48 hour 
turnaround time from the clerk’s offices.

The process for tracking ballots which have been voted and delivered to the election 
office and following up with identified Democratic voters who have not yet voted is 
critical.

Volunteer
Canvass: GOTV door-to-door canvassing will occur in GOTV precincts and possibly 

some persuasion precincts the weekend before ballots are mailed (Jan. 6-7). 
Canvassing will continue throughout the twenty day period, with maximum 
numbers of doors hit the five days immediately following the arrival of the 
ballots (Jan. 11-16) and the four days before the close of the election (Jan.
27-30). Until NCEC data is complete, estimates are just that, but for planning 
purposes, it will take approximately 1000 canvass shifts to cover the entire 
universe, with that number decreasing over the twenty day period as ballots 
are cast, recorded and gleaned from the GOTV universe. Precincts will be 
canvassed in descending priority order.

Technology will be a key component of the field program, given the need for 
immediate turnaround of information in this election, particulary as it relates to the 
tracking of ballots. In order to achieve and be certain of an efficient tracking system 
during the general, a trial run, tracking republicans in targeted precincts, is proposed 
for the primary. All computer decisions will be made by October 30.



2.

3. Daily video field tracking of Republican candidates will be a top priority.

4.
1

5.

Communication/press:

Orchestrate attacks on Republican candidates prior to primary election.1.

2. Build third-party surrogate operation for message-driven hits post-primary.

3. Initiate national spin on the election with Democratic pundits and donors.

4. Responsible for producing and distributing the Oregon line.

5.

Volunteer Recruitment:

1.

2.

Research team to work with DSCC communications staff to define GOP 
candidates pre-primary.

Coordinate rapid response with nominee’s communications and research teams 
and DSCC research consultant (Dan Carol).

Dan Carol’s research contract includes pre-primary and post-primary rapid 
response responsibility.

and will be completed by December 5th. The DSCC is receiving weekly 
briefings on the progress of the research and will coordinate communication 
between the research consultant and the primary candidates upon request.

Media watch program throughout the state, as well as radio call-in and letter to 
the editor programs will be implemented.

f

Coordination between DSCC, candidates, and research. Steve 
Jarding, one press secretary at DSCC, and a press secretary in Oregon 
at state party office.

Primary repsonsibility for field staff throughout December is to recruit 
volunteers for canvassing, visiblity events and phoning, if phone calls in 
addition to the paid calls become necessary. Daily goals and strict reporting 
will be implemented.

A full-time staffer will work recruiting volunteers to travel to Oregon from out 
of state, concentrating on western states. Sources include, ccollege campuses, 
elected officials and staff, Democratic committee members, constimencies 
(women, labor, environment etc.) A staffer at the DSCC will also be 
responsible for recruiting Hill staff and others from DC to go to Oregon.



Training:

Offices:

OREGON SPECIAL ELE

DSCC Liaison

GOTV Director

Hire: Immediately

Field Director

Hire: October 15

MS

Training will be conducted for field staff prior to the primary to ensure they are able 
to hit the ground at full speed on Dec. 6. Additionally, training in key areas for 
activists is advisable given the complexity and scarcity of time in this election.

At a minimum, there will be staffed offices located in Portland and five of the 
Congressional Districts. A number of local offices will also be established. The 
locations of which will be determined by the vote tracking procedures utilized in each 
county. Offices of primary campaigns and the state party will also be incorporated in 
to effort.

Pending approval, Gail Stoltz will function as a full-time liaisonbetween the DSCC, the 
GOTV staff, candidate, Democratic support groups and other party entities to facilitate 
coordination.

The GOTV Director will be responsible for the overall planning and implementation of the 
turnout and persuasion operation for the Oregon special election. Includes development and 
refinement of both phone and mail universes; hiring and managing the phone and mail 
vendors; responsible for all budget decisions, in consultation with the DSCC; and direction 
of field effort. ■

The field director reports directly to the GOTV director and is responsible for supervising all 
grassroots GOTV activity. Duties include: hiring of a senior deputy field director, 5 
Congressional District organizers and 25 local field staff; refinement of canvass plan; 
establishing iron clad daily reporting systems for all field staff; responsibility for ensuring all 
data transmission to and from field offices is completed timely and efficiently.

I
I

>N STAFFING: KEY HIRES



Communications Director:

Hire: October 15
f

Compliance Director:

Hire: October 15

Given the large amount of money that will be raised and spent in a short period of time, this 
position is critical to both allow legal and budget decisions to flow smoothly and quickly and 
to ensure no legal problems arise after this election.

Although the primary will be capturing most of the coverage, it is imperative that one person 
wakes up every day with the task of positioning this race in a positive light locally and 
nationally and that no opportunity to score a hit against the Republican candidates is 
squandered. This person will work closely with nominee’s communication director to 
immediately begin implementing a free press message schedule post-primary.



i .
OR GEON BUDGET

B C GE FA
Total1

2

Mail3

32W00

MOO 10000

4 330000

7

Todmoiopt
» 0 45000 0

10 0 2500 0

frill tori 0 2500

GOTVStaff 013

GOTVDir. 3000 2100014

Field Dir. 0 120004000

0

0 2500017

0 0 25000 5000010 25000

0 200019 4000 10000

20 2000 4000 4000 4000 14000

2500 5000 5000 5000

0 2000 4000

24 2500 5000 17500

025 Fin Ant 0 1000 1000

300026 1500 3000

27 0 2000 2000 4000

0 0

Hinnea

Voter ID

0 4000 15000

034 7500

37 fax 0 0 4000 12000

38 378000

39 Rent/Obead 0

fortland 0 0 200040 2000

FOffieea 0 0 375041 7500

Utilities 0 0 TOO42

0 0 175043 3500

0 0 120044 1200 2400

45

44 Travel

47 500 2000 13000

48 1000 2000 3000 10000

500 1250 2500

0 0

51

52

S3 Misc. 0 0 10000 10000 20000

54 0

55 1029800

3000

5000

2000

5000

3000

10000

2000

5000

2500

2500

0

320000

203500 

_____ 0

7500075000

0

4000

2500

_____ 0

200000

3000

10000

29500

4

5

0.

_0.

o

3750

700

1750

200000

17000

11

u

21

22

23

28
29

30

31

32

33

34

35

49

50

250

0

0.

0

3000

1000

1.

0

18800.

2000

7500

15

14

JMaete/Air 

Ledxinx 

CarLra»es

Ysa»

Compoten

Faxes

17500

0

Copiers

OfcSupp.

D ■ I
aovember

GOTV

Consfee

GOTV 

Fortland 

FOffices

CeU/fayers

Compt. 

AsstComn

Constit. Co< 

Ofc. Manant 

Ballot (2)

Dep. Field 

CDCoord(5) 

FStaffQS)

VolCoord(2> 

Commun. D



OREGON SPECIAL ELECTION TIMELINE

Week of October 2

October 2-6:

October 6:

October 2: * Election rules issued by Secretary of State 

October 6: * Minor revision of GOTV plan based on Secretary of State’s ruling

Week of October 9

October 9:

♦ Researcher hired. Daily taping of GOP candidates begins.
* Finance Director starts

October 19: * Communications plan complete

Week of October 23

November 1: * Coordinated Campaign roundtable with key political and constituency leaders 

November 1: * Mail and phone vendor contracts signed

Week of November 6

October 27: * Technology plan for field program agreed upon

Week of October 30

* Meeting with candidate/staff to gain input and commitment to this plan

* GOTV Director hired
* Compliance Staff hired
* Communications Director hired
* General Election Field/GOTV plan complete 

I

I

* DSCC team (Foley,Stoltz,Pribyl,Bauer) meets with Oregon party, clients and 
coordinated campaign
* Draft Communications plan complete

October 9-13: * Meetings held with key Oregon constituencies by DSCC staff

Week of October 16

The following are key organizational and programmatic activities for the Oregon Special 
Election. Many activities (staff hiring, Oregon line, press hits, door to door canvassing, 
visibility etc.) will be ongoing and are not listed again each week.

October 16: * New, updated voter file complete
* GOTV Director starts (sooner if possible)
* Communication Director starts
* Field director starts. Interviews and hiring of organizers begins
* PACAOrrhpr hirod TV>i1<r i__



Week of November 13

November 19: * Constituency plan complete

Week of November 20

November 26: * Training material finalized

Week of November 27

November 29: CC roundtable

December 1: 25 Field Organizers hired

December 1-3: Field Staff training

Week of December 4

DECEMBER 5 : PRIMARY

December 7: *CC roundtable

Week of December 11

December 11: * Persuasion mail pieces signed off on

November 22: * Draft Training agendas and materials complete - DNC 
* Coordinated Campaign roundtable

December 6: * Meeting held with nominee’s field operation to review successes/failures 
of turnout effort
* Daily field staff reports commence: vols recruited for canvass, visibility 
projects etc.

November 8: * Coordinated Campaign roundtable
November 10: * Phone match complete, actual numbers inserted into budget

November 15: * Primary Ballots Mailed
* Five Congressional District Organizers start
* Constituency Coordinator starts
* Deputy Field Director starts
* Coordinated campaign roundtable

December 8: * Draft of persuasion mail pieces submitted for review 
* Phone script for ID calls completed

December 10-13: * Poll in field to aid in refining final mail/phone universes

Dec. 1: * Draft General Election poll questionnaire submitted for review
I
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December 11-18: * ID Calls to persuasion universe start

December 14: * CC Roundtable

Week of December 18

December 18: * GOTV pieces finalized

December 18: * ID calls complete

December 21: * CC roundtable

Week of December 25

* December 27: * First persuasion piece dropped

Week of January 1

* January 2: * Second persuasion piece dropped

* Jan. 11-14: * Door to door canvass in all walkable GOTV areas 

* Jan. 11-14: * GOTV calls to entire universe

'i

* January 8: * First GOTV piece dropped
* Fourth persuasion piece dropped
* ID calls to undecided universe complete

* January 9-10: * GOTV calls to most likely Democratic voters

* January 10: GENERAL ELECTION BALLOTS MAILED

* January 4-5: * Statewide door to door canvass: undecideds and entire walkable GOTV 
universe
* January 6: * ID calls to undceided universe begin

* January 6: * Third persuasion piece dropped

Week of January 8

December 14: * Poll results digested, any changes made to final persuasion, GOTV 
universes agreed upon [

December 15: *Draft GOTV mail pieces submitted from vendor

I
I
I
■I 
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* Matches of those who have voted to file, paring down phone and walk lists
* NAqiI tn thncA in toi-notA/J ___▲___j

January 14 - January 30

The following activities will occur constantly throughout this 16 day period:

* Ballot tracking
* Matches of those who have voted to file, paring down phone and walk lists
* Mail to those in targeted areas who have not yet voted
* Paid calls every 2-3 days to those who have not voted
* Door to door canvassing each day, with large efforts concentrated on the weekend 
of Jan. 20-21 and Jan 27-30
* Ballot replacement program, including transportation to take voters who have lost 
ballots/never received to clerks’ offices



DATES:

Bauer will produce the 441 (a) (d) authority letters for the DNC and the State Party 
The state party will sign the authority over to the DSCC.

DNC: Sandler, DNC general council has reviewed the plan to assure all the activities are 
allowable for the state party and use a minimum of 441 (a) (d) authority. 
Including voter file development; voter identification and GOTV activities.

The Democratic Party of Oregon’s activities will be reviewed by Sandler and Bauer.

1. Exempt Activities: Administrative/Party Building
2. Grassroots/volunteer exemption ' j
3. Generic party activity

October 2: Issue rule adopting regular election procedures for the Oregon Special.

October 2-10 Public comment and review

October 10: Adopting Rule for unresolved issues of drop sites or poll watching lists 
availability. Bauer in Portland meet with Secretary of State October 9th-10th.

Legal: |

October 2: The Temporary Rule will be issued; the rule will adopt the regular Oregon 
election laws for this special election. The regular administrative rule, addresses most of our 
concerns about replacement ballots, handling and delivering of ballots, postage, and absentee 
requests. Two issues remain unresolved prior to the adoption of the rules.

Legal Strategies:

DSCC: Bauer has written a memo addressing any unusual requirements in this special 
election. Memo is attached.

Unresolved Legal Issues:

1. Drop-off sites for ballots: the criteria for establishing additional sites will be set forth in 
an additional rule adopted on October 10th. This process will have a comment and review 
period.

2. Poll watching activities: Oregon law allows for extensive poll watching activities to occur 
on election day. We have asked for a clarification and uniform regulation in order that lists 
of who voted each day are available either on paper or computer disk. This issue will be 
addressed Friday September 29 in the rule or be included with the extended review on 
October 10.



GOTV Activities:

Recount Strategy;

Paid GOTV Calls: Paid GOTV phone calls will be completed by non-profit organizations,, 
labor unions, and non-partisan voter registration and citizen participation 

projects. Goal is to complete 500,000 calls through alternative strategies 
the cost is $250,000. ’

* Bob Bauer/ Joe Sandler
* Tim and Tom Downs

This effort will have at least one staff or consultant to coordinate the 
interested groups: labor unions, H. Philip Randolph, NARAL, Oregon 

Fair Share, Human Right Campaign Fund, etc.

This could be a very close election: We have planned for the possibility 
of a recount. The entire plan and election procedure process will be 

reviewed by DSCC and DNC legal council and the recognized recount 
experts for Democrats. They will recommend and design needed 

documentation and random ballot checks to use in a recount situation.
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TO: 

FROM: 

RE: 

Don Foley 

Bob Bauer 

Oregon Activltiea. 

PERKJNSCOIE 

September 25, 1995 

2024341690◄ 202 '85 3120;1 2 
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This memorandum briefly deacn"bea two mitiative1 of the DSCC in preparation 
for the Oregon special election. 

(1) Joint Fundralslne with "Search Committee,"

DSCC will raise funds jointly with a "�ch commi�cc" organized to suppon
the cycntual Democratic nominee in the Oregon special election. The purpose of the 
search committee is to raise funds in the name of the eventual nominee, before he or 
she is selected, which will be available to that candidate thereafter. The committee 
will operate like any other principal campaign committ�: it may accept up to $1,000 
from any individual, and up to $5,000 from • multi-candidate committee, and it must 
maintain these funds in accounts subject to regulation by and reporting to the Federal 
Election Commission. � the nomface is 1elected, � candidate will autborln: this 
committee as his or ker own and its nmds will be immediately available for his or her 
use in the general election. 

The search committee and DSCC will share in each contribution jointly raised 
as follows: DSCC will accept $ percent of each such contribution, typically "tallied" 
to the eventual Oregon nominee, while the search conunittce will receive 95 percent 
of each contribution. 

The DSCCJ1earch committee joint fimdrai,iq will take.place through• ,pecial 
•mndra.ising representative" organized m accordance wipi the Federal Election . __ , 
Cornmis�ion'a "joint fundraiaing• regulaticma. 1be joint;f\mdrafsina representative, 

. acting on behalf of both committeet, will manap the joint fmidraisins effort, taking 
responsibility for aCCOW1ting for all fmw received; paying necessaiy expenses; 
reporting to the FBC; and eventually 1ranlfming to DSCC and the aearch carnrnitt.ee 
their shares of cantn1mtiom received. 

(0400S�l/DAPJ2AO,0 11} 
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with the exception that the candidate for this particular committee will not yet have

°«g»^will also amend its Statement of Org^on^S ^foSb to

<
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111 for the special election. The money that it raises will be money
subject to the limitations, source prohibitions and reporting requirements of federal 
law. Oregon will maintain an additional account in Washington, D.C. available for

In short, the search committee/DSCC’s joint fundraising arrangement will 
operate like many other such arrangements DSCC has made with other candidates - 
bem «:lecteiPtiOn Candidatc committee will not yet have

(2) Fundraising for the Oregon State Party,

• ‘ ^?On St8te P#rty &ho .w>oPcrate with DSCC in raising money for its

the immediate deposit of all monies that it raises jointly with DSCC. AU monies 

reflect the addition of this Washington, D.C. account

RFB:smb
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We have also received the following information items:

Return of Hope, Arkansas Pilot’s Remains. From Tony Lake. The remains of 
Lieutenant Commander John F. Barr, USN, from Hope were among those of 18 servicemen 
from Vietnam and Laos returned to Travis AFB in California on September 27 from the 
processing center in Hawaii (which you have visited). Barr was previously unaccounted for 
after his aircraft was lost during a strike over North Vietnam on October 18, 1967. Barr’s 
femainsjyere returned to Hawaii in 1988 and recently positively identified based on a match 
bf blood-samples from his mother and sister. He will be interred with full military honors 
^October 18 at National Cemetery in Houston, where his family lives. Also, a set of group 
remains to be buried at Arlington October 12 includes those of Captain Earl R. Michies, 
VSA, of Pocahontas, Arkansas. He was in a helicopter shot down on June 13, 1968.

v

.A

i- J

!y.

c-'

S'

• 9th Circuit decision on religion in schools. From Steve Neuwirth. On Friday, the 
’ court ruled that a public high school receiving federal funds could not prohibit a student 
religious club from meeting on high school premises during the lunch period, when other 
extracurricular student clubs are permitted to meet. The court’s decision was based on the 
Equal Access Act and confirmed a key principle in Secretary Riley’s guidance to schools; 

*• L' DOJ filed an amicus brief in the case supporting the position the court took. The Christian 
Cy / Legal Society issued a statement praising the Administration’s participation in the case 

i 'vj stating, "[t]his was teamwork at its best, religious advocates and the White House 
successfully fighting the pervasive discrimination against free religious expression."

•s • Vesco extradition from Cuba. From Richard Nuccio via Harold. Cuba never 
'^/offered to extradite Vesco. When our government indicated an interest in having him, Cuba 

backed off. Castro has publicly stated that it would be "immoral" to extradite him. While 
we are still interested in Vesco, we would not back off our embargo to secure his return.

X z

o

\ • Immigration Message. An editorial in the September 16 Washington Post on
"Immigrants With Skills" talked of the need to put American workers first and cited some 
suggestions from Barbara Jordan on this subject. You noted that this message "needs to 
become a more explicit part of our message." In response, Rahm reports that he advised 
Commissioner Meisner and Secretary Reich to incorporate this message into their testimony 
at Senate immigration hearings on September 28.

0V



MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT: COURT DECISION ON RELIGION IN SCHOOLS

Attached is a copy of a press release from the Christian Legal Society, praising the 
Administration's participation in the case.

The Justice Department filed a friend-of-the-Court brief in the case, supporting the 
position that the student religious group should be permitted to meet during the lunch period.

STEPHEN NEUWIRTH.
ASSOCIATE COUNSEL TO THE PRESIDENT

The Ninth Circuit's decision was based on the Equal Access Act, the federal statute 
designed to prohibit discrimination against religious expression in our public schools.

This was a major decision affirming a key principle in the guidance on religious 
expression in schools recently distributed by Secretary Riley to each of the nation's 16,000 
public school districts.

Yesterday, the United States Court of Appeals for the Ninth Circuit ruled that a public 
high school receiving federal funds could not prohibit a student religious club from meeting 
on school premises during the lunch period, when other extracurricular student clubs are 
permitted to meet.

THE WHITE HOUSE

WASHINGTON

September 29, ®£EP29 p5 ; gg



Data: Saptamber 29, 1995

FOR IMMEDIATE RELEASE

CsniggrpB v,. San Diego Unified School District is another 
significant victory for free religious expression by students, a

correctly predicted yesterday's ruling, calling on schools not to 
discriminate against religious student meetings at lunch. In 
addition, the White House Office Of Legal Counsel intervened at 
CLS' request, convincing the Justice Department to support 
Melanie’s legal claims under the Act. "This was teamwork at its

m

Contact: Gregory 8. Baylor,
Asst. Director, CLRF

McFarland,
If the Surf

PRESS BELEaSE-PflESS f?ELEASE..Pf?ESS RELEASeTpRESS RELEASE

1

Center for Law and Religious Freedom____
• 4208 Evergreen Lane, Suite 222 • Annandale, VA 22003 • (703) 658-3000 FAX (703) 642-1075

I

I 
STUDENT RELIGIOUS CLUBS ENTITLED TO MEET AT LUNCHTIME) 

FEDERAL APPEALS COURT BREAKS NEW GROUND FOR EQUAL ACCESS

Federal law requires public high schools to allow student 
Bible studies on campus during lunchtime if they permit other 
noncurricular student clubs to meet at that time, a divided federal 
appeals court ruled yesterday in California. The case of Melanie

Melange s legal claims under the Act. "This was teamwork at its 
best^religious advocates and the White House successfully fighting 
the pervasive di8crimination~againet free religious expression," 
McFarland coTumented. -—-------------------- ~~

~Joinihg CLSlr_~brief were the National Council of Churches, the 
National Association of Evangelicals, and the Christian Life 
Commission of the Southern Baptist Commission.

e J A. a A V- V" O O X wi I V A 4 0 f Cl 
victory won by the combined efforts of The Rutherford Institute 
(which represented Melanie), Christian Legal Society (which filed 
a brief in support of Melanie and convinced the White House to 
support her cause), the American Center For Law And Justice (which 
also filed a brief), and the' White House (which persuaded the 
Justice Department to file a brief in support of Melanie’s 
arguments).

"Eleven years after Congress passed the law, it's now official 
- - lunchtime Bible studies are federally protected from 
discriminatory suppression," exclaimed Steven T.
Director of CLS' Center For Law And Religious Freedom.
Club meets over sandwiches, so can the Bible club meet over 
Scripture at.noon."

President Clinton recently issued guidelines to all school 
superintendents summarizing existing law surrounding religion in 
the schools, including the Equal Access Act, the statute under 
which Melanie won yesterday. In the guidelines, Mr. Clinton

21
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September 22, 1995

David B. Kendall

The Medicare/Medicaid Challenge

The Political Logjam

Unfortunately, the year-long congressional "debate" on the future of Medicare and 
Medicaid has little or nothing to do with fundamental reform.

Republicans deserve some credit for making the case to the American people that 
Medicare needs to be changed. Democrats, for their part, have rightly pointed to the bad 
faith and bad budgeting that characterize the Republican proposals. Beyond that, the 
behavior of both parties in the Medicare mud-wrestling match supplies a prime example

The health care entitlements are profoundly archaic programs, governed by arbitrary 
political and budgetary goals, managed by command-and-control regulation, and 
reproducing their own enormous inefficiency throughout the entire health care system. 

As such, the current Medicare and Medicaid programs constitute an immovable 
obstacle—structural, fiscal, and political—to the progressive goal of ensuring all 
Americans access to health care.

A New Deal for Medicare and Medicaid
Building a Buyer’s Market for Health Care

THE PRESivKiT SE-N

EMBARGOED Executive Summaryrri<

PKOGKESSIVE POLICY INSTITUTE

In this paper, the Progressive Policy Institute (PPI) proposes a five-year, step-by-step 
plan to convert the health care entitlements—Medicare and Medicaid—from an 
inefficient, arbitrary system of government-run health insurance into an efficient and 
self-regulating system of private health insurance, supported by a market-priced 
government subsidy.

Building on a sequence of changes in the existing system, PPI's proposal would 
spawn a health care network organized around the principles of competition and 
informed choice. The central mechanism would be a system of consumer health care 
cooperatives which would offer a choice of competing menus of private health insurance 
plans.

The immediate goal of this plan is to change government's role in health 
insurance from entitlement of beneficiaries to empowerment of consumers. Its ultimate goal 
is to create a fair and efficient health care marketplace that will promote better care—at 
a lower cost and with maximum choice—for all Americans: a buyer's market providing the 
best possible value for the consumer and for the taxpayer.

518 C Street, NE • Washington, DC 20002 - 202.547.0001 • FAX 202.544.5014 - INTERNET ppiinfo@dkppi.org
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of how the traditional Left-Right debate discourages real debate, and government from 
solving problems.

Republican proposals fall short of any real change in Medicare's structure, offering 
little more than a more tightly regulated version of the status quo—the welfare state on 
the cheap—that could actually increase Medicare's reliance on bureaucratic fiat to manage 
costs.

Democrats have failed dismally to take a single step toward a constructive 
alternative, choosing instead to take cheap shots from the sidelines that reinforce their 
party's image as an intellectually bankrupt coalition of stakeholders in the welfare state. 

Lost in the partisan squabbling is any clear recognition that: (1) it is not only 
possible but essential to restrain Medicare and Medicaid costs through fundamental 
reform that exposes health care entitlements to the same competitive forces and delivery 
strategies now transforming the private health care sector; and (2) only through such 
fundamental changes in the health care entitlements can the nation afford to move 
toward comprehensive health care reform.

The Need for Structural Reform

The most fundamental problem of Medicare and Medicaid is obvious: soaring costs. 
After adjusting for inflation, the total cost of Medicare and Medicaid has grown sixfold 
in the 30 years since both programs were created. As a percentage of the gross domestic 
product (GDP), the cost of these two programs doubled from 1967-73, doubled again 
from 1973-87, and will double a third time from 1987-2000 under current projections, at 
which point it would represent 6 percent of GDP. Once the baby boom generation starts 
to retire in 2008, the explosion in the number of people receiving Medicare and Medicaid 
benefits will overwhelm the program. A declining base of workers to support future 
retirees, as well as longer lifespans, will cause health care entitlement costs to double by 
2030 even if reforms eliminate medical inflation.

Aside from rising numbers of eligible beneficiaries, the structure of Medicare and 
Medicaid boosts costs. Put simply, the health care entitlements fail to employ 
rudimentary market mechanisms to govern the supply and demand—and thus the 
price—for services, relying instead on arbitrary and politically driven regulations.

The primary cost containment strategy used by the federal government has been 
regulation of provider payments. But arbitrary limits on provider payments have 
produced three by-products that seriously undermine their effectiveness. Providers have:
(1) circumvented fixed payments by simply performing more services for each patient;
(2) shifted costs by charging higher rates to private payers, thus contributing to private 
sector medical inflation; and (3) refused to accept Medicare or Medicaid patients, 
reducing the availability and quality of care.

The most recent cost-containment effort is the national experiment with allowing 
beneficiaries to enroll in Health Maintenance Organizations (HMOs). But this experiment 
has been fundamentally flawed from the beginning by the decision to peg Medicare's 
payments to HMOs to the current cost of the fee-for-service program, making significant
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Over five years, the proposal would:
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Make Health Care Subsidies Fair. To deal with the current crazy quilt of 
excessive subsidies for some Americans and no health care insurance for 
others, a sustained effort would be made to make subsidies fair. The tax 
subsidy for employer-sponsored health benefits would be capped at the 
national per person average, with the savings used to cover the uninsured

Privatize Insurance for Medicare Beneficiaries. Medicare would be 
changed from a government-run, fee-for-service health insurance plan to 
a system in which Medicare beneficiaries would choose private health 
insurance plans, selected from menus offered by competing, voluntary 
private sector consumer cooperatives. The government would subsidize 
insurance purchases through individual Health Purchasing Accounts, at an 
amount set by the average price of competing plans, keyed to a benchmark 
benefit package, rather than to budgetary goals as Republicans have 
proposed. Beneficiaries could choose cheaper plans and secure broader 
coverage or cash rebates; or they could choose more expensive plans, 
including a fee-for-service option and pay a premium for the difference.

This approach is superior to conservative proposals to voucherize Medicare in 
three crucial respects: It preserves Medicare's collective purchasing power; it strengthens 
the position of individual beneficiaries through negotiation by cooperatives; and it 
protects the value of the subsidy against inflation.

Cap and Deregulate Medicaid. Per capita Medicaid payments to the states 
would be capped with states given broad latitude to cut costs by enrolling 
beneficiaries in private health insurance plans, preferably by adapting the 
competitive system of consumer cooperatives set up by the federal 
government for Medicare. After an extensive campaign to promote the use 
of private long-term care insurance, total spending in each state for 
Medicare long-term care would be capped to avoid a massive influx into 
the program of middle-class nursing home patients when the baby boom 
generation begins to retire.

Unlike Republican block grant proposals, this approach would instill budget 
discipline in Medicaid while accommodating future demographic changes, and without 
rewarding states for poor cost management practices in the past.

I

I 

I.

f

savings literally impossible. Privatization of health insurance for beneficiaries without
competition over price is self-defeating.

The PPI Proposal
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under Medicaid up to the poverty line. Because the current universal and 
equal entitlement to Medicare services taxes low-income workers to 
support many affluent retirees, subsidies would be gradually reduced 
according to income, and eliminated entirely for those with high incomes. 
Further, because the intergenerational transfer of resources by Medicare 
has been exacerbated by longer lifespans, the age of eligibility would be 
increased gradually to age 70.

Create a Universal Health Care Marketplace. The emerging new 
marketplace of competing private health insurance plans, open to Medicare 
and Medicaid beneficiaries and private employers and purchasers as well, 
would be linked by a ’-'health net," a government-catalyzed but privately 
operated information network linking consumers, providers, and 
purchasers of health insurance. The effect of the health net would be to 
create an infrastructure whereby all Americans, beginning with Medicare 
beneficiaries, could enjoy a buyer's market with the features of the best 
current health insurance system, combining collective purchasing power 
and individual freedom of choice, at market-based prices. The health net 
could also be used as a central clearing point for private sector health care 
transactions, including medical records and payments.

Alternative Proposals

So far, neither party has proposed in 1995 the kind of system change for Medicare which 
PPI proposes—much less a path to comprehensive health care reform.

For the most part, congressional Democrats have supported the status quo 
approach to health care entitlements in the face of conservative demands for deep 
budget cuts. The President's Medicare proposal calls for $124 billion in savings, to come 
primarily from cuts in provider payments. However, it does propose more extensive and 
effective experimentation with managed care and thus moves in a direction that lays the 
groundwork for a truly competitive system in which market forces set the price for 
Medicare services.

The Republicans' long-awaited Medicare reform proposal, unveiled on September 
14, 1995, appears to abandon any effort to achieve Medicare savings through a 
competitive system, opting instead for regulatory measures to squeeze savings from 
beneficiaries and providers. Comprehensive health care reform is out of the picture 
altogether.

PPI's analysis of the GOP proposal concludes that it is seriously flawed, in that: 
(1) it does little or nothing to encourage market efficiencies in Medicare; (2) it will do 
little to reduce government spending, as the anticipated savings produced by expanded 
enrollment in private health plans are retained by beneficiaries; and (3) ironically, the 
GOP plan relies decisively on government-imposed reductions in payments to providers 
to achieve its fiscal goals—to an extent never before proposed by either party.



►

►

-5-

Two other "reform" proposals from the conservative side are discussed in the PPI 
paper. They are:

Medicaid Block Grants. The GOP's focus on insulating the federal budget 
from health care cost increases at the expense of beneficiaries is especially 
well-illustrated by the popularity of the Medicaid block grant proposal.

In its most straightforward form, a Medicaid block grant would abolish all 
national eligibility rules for the program, along with state responsibility to serve a 
specific population or appropriate its own funds, and would then give each state a fixed 
sum for indigent health care based on recent federal match payments.

By converting federal Medicaid payments to the states to a discretionary account. 
Congress could, and undoubtedly would, limit future increases to achieve its own 
budgetary targets, and let the states sort out the implications in terms of eligibility, 
services, and cost. However, the impact on beneficiaries and providers of having the 
states re-create our most complex domestic program virtually overnight is impossible to 
calculate. Major questions of fairness and accountability arise (remember no-strings 
attached revenue sharing?).

The problem with Medicaid today is not the national set of eligibility standards, 
or a federal formula based on eligible population. The real problem is the open-ended 
subsidy for state spending. Limiting that subsidy by budget-driven caps rather than 
competitive forces ensures that Medicaid spending will remain a political football, and 
Medicaid reform will remain a dream.

Medicare Vouchers. The basic thrust of voucher proposals is to allow 
beneficiaries to individually purchase health insurance in an amount 
roughly equal to current per capita Medicare spending. The federal 
government's role would be limited to financing the voucher; its actual 
purchasing value would be determined by the marketplace.

The advantage of vouchers is that they would both simplify the current system 
and eliminate its inefficiencies that encourage undisciplined demand, offer open-ended 
subsidies, and set arbitrary prices. The disadvantage lies in what gets substituted: an 
unregulated private insurance market, with its much higher administrative costs, risk­
based pricing, and risk-skimming practices that leaves too many citizens unprotected. 
By dismantling Medicare's collective purchasing power, vouchers would also expose 
many Medicare recipients to higher prices.

Assuming that the voucher amount would be fixed or otherwise arbitrarily limited 
to accommodate yearly budgetary needs, the voucher approach would "save" Medicare's 
financial solvency quite explicitly at the expense of beneficiary health care: individually, 
because the price of insurance would depend on each beneficiary's risk analysis, and 
collectively, because beneficiaries would not have the advantage of Medicare's buying 
power.
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David B. Kendall is senior analyst for health policy 
for the Progressive Policy Institute.

To receive a copy of the full report, please send a check or money order in the amount of $5.00 to: 
Progressive Policy Institute, 518 C Street, NE, Washington, DC 20002, Attn: Publications Department. 
For more information please contact us by: phone: (202) 547-0001, email: info@dlcppi.org, or WWW: 
http://www. dlcppi.org/.

Unlike all other proposals currently on the table, the PPI proposal begins with the 
proposition that fundamental reform of the health care entitlements—to address the 
features that drive up costs—should come before, not after, enactment of a long-range 
budget plan.

Both the President's and the Republicans' budget plans for Medicare and 
Medicaid cynically backload potential savings, without providing any clear mechanism 
for achieving them. Neither plan even begins to deal with the long-term health 
entitlement budget problem, which will mushroom when the baby boom generation 
reaches age 65 in 2011.

The PPI proposal offers a much more realistic guide for health care budgeting. It 
does not include specific budget projections because we acknowledge we do not know 
exactly how much or how fast a competitive system will generate savings.

By maximizing the savings achievable through efficiency measures, the PPI plan 
thus makes it possible to focus on the real policy choices the country must face, about 
how much health insurance we can afford to subsidize and for whom.

Fully implemented, the PPI proposal will make all public subsidies for health 
insurance explicit, measurable, and subject to market forces. In effect, we will have a true 
national health care budget with the cost of all subsidies capped by market competition. 
Only the actual competition will determine whether the tax resources supporting these 
subsidies are adequate. If not, Americans will have to decide whether to cut back or pay 
more, but the choice will be far more clear than it is today.
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Unfortunately, the year-long congressional "debate" on the future of Medicare and 
Medicaid has little or nothing to do with fundamental reform.

A New Deal for Medicare and Medicaid
Building a Buyer’s Market for Health Care

Policy Report
September 22, 1995
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Republicans deserve some credit for making the case to the American people that 
Medicare needs to be changed. But their goal in addressing Medicare is entirely 
misguided: a blind obsession with securing the budget savings necessary to finance the 
contradictory objectives of the Republican's Contract with America. More importantly, 
their proposals fall far short of any real change in Medicare's structure, despite a few bells

Modernizing Medicare and Medicaid requires a fundamental shift in the concept 
of government's role in helping the elderly and the poor secure health insurance. Instead 
of offering beneficiaries an unconditional entitlement to a government health insurance 
plan at whatever arbitrary price the federal budget will bear, we should help 
beneficiaries become responsible consumers of private health insurance in competitive 
markets that maximize their buying power. These reforms are all the more urgent 
because the costs associated with the health entitlements will soon begin to explode once 
the baby boom generation begins to reach retirement age. Indeed, Medicare and 
Medicaid will eventually make public investments that are critical to America's future, 
unaffordable.

A Call for a Third Way

For Americans whose aim is to transform the paternalistic welfare state into an 
instrument for empowering citizens to solve their common problems. Medicare and 
Medicaid represent an urgent challenge.

The health entitlements are profoundly archaic programs, governed by arbitrary 
political and budgetary goals, managed by command-and-control regulation, and 
reproducing their own enormous inefficiency throughout the entire health care system.

Furthermore, the current Medicare and Medicaid programs constitute an 
immovable obstacle—structural, fiscal, and political—to the progressive goal of ensuring 
all Americans access to health care.
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At best, the Republican plans to "save" Medicare offer little less than a more 
tightly regulated version of the status quo—the welfare state on the cheap.

and whistles that create the false impression of a step towards a private, competitive 
system.

If anything. Republican proposals would actually increase Medicare's reliance on 
bureaucratic fiat to manage costs. Their effort to wring huge savings from providers and 
beneficiaries under the current inefficient system, instead of reforming it, is a high-risk 
strategy that will either fail or lead to genuinely drastic cuts in provider payments or 
benefits in the future.

While Democrats have rightly attacked the bad faith and bad budgeting that 
characterizes Republican Medicare proposals, they have so far dismally failed to take a 
single step towards a constructive alternative. Indeed, the very subject of Medicare has 
a fatal attraction for traditional liberals, appealing to their faith in the popularity of 
entitlements, their attachment to government programs, their alignment with organized 
constituency groups, and their snaiTs-eye view of political tactics.

The behavior of both parties in the Medicare mud-wrestling match supplies a 
prime example of how the traditional Left-Right debate discourages real debate, and 
disables government from solving national problems.

If Democrats win the Medicare battle in Congress by mobilizing resistance to any 
significant change in the program, they will lose the war in two crucial respects: by 
fortifying Medicare's status as an obstacle to comprehensive health care reform, and by 
reinforcing their party's image as an intellectually bankrupt coalition of stakeholders in 
the welfare state.

Through their Medicare proposals. Republicans are posing as bold reformers who 
are deeply concerned about protecting the interests of beneficiaries and taxpayers. This 
pose reverses their true position. In terms of reforming Medicare, Republicans are sheep 
in wolves' clothing. But in terms of the future impact on beneficiaries and taxpayers, 
they are wolves in sheep's clothing.

There is, however, a third way. In this paper, the Progressive Policy Institute (PPI) 
proposes a fundamental reform of Medicare and Medicaid that will maintain the nation's 
commitment to health care for the elderly and the poor, but through a radically different 
system appropriate to the Information Age. In effect, PPI proposes a "new deal" on 
Medicare and Medicaid based on the principle of securing progressive goals through 
market means. Its immediate goal is to change government's role in health insurance 
from entitlement of beneficiaries to empowerment of consumers. Its ultimate goal is to create 
a fair and efficient health care marketplace that provides universal access, thus reviving the 
promise of comprehensive health care reform from the debris of last year's debate on 
President Clinton's health plan.
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The proposal's central thrust is to convert the health care entitlements from an 
inefficient and arbitrary system of government-run health insurance into an efficient and 
self-regulating system of private health insurance, supported by a market-priced 
government subsidy. Its overall aim is to create a fair and efficient health insurance 
marketplace that will promote better care—at lower costs and with maximum 
choice—for all Americans: a buyer's market providing the best possible value for the consumer 
and for the taxpayer.

Cap and Deregulate Medicaid. Per capita Medicaid payments to the states 
would be capped with states given broad latitude to cut costs by enrolling 
beneficiaries in private health insurance plans, preferably by adapting the 
competitive system of consumer cooperatives set up by the federal 
government for Medicare. Unlike Republican block grant proposals, this 
approach instills budget discipline in Medicaid while accommodating 
future demographic changes, and without rewarding states with poor cost 
management practices in the past. After an extensive campaign to promote 
the use of private long-term care insurance, total spending in each state for 
Medicaid long-term care would be capped to avoid a massive influx into 
the program of middle-class nursing home patients when the baby boom 
generation begins to retire.

Make Health Care Subsidies Fair. To deal with the current crazy-quilt 
system of excessive subsidies for some Americans and no health care 
insurance for others, a sustained effort would be made to make subsidies 
fair. The tax subsidy for employer-sponsored health benefits would be

Over five years, the proposal would include the following reforms:
j

Privatize Insurance for Medicare Beneficiaries. Medicare would be 
changed from a goverrunent-run fee-for-service health insurance plan to a 
system in which Medicare beneficiaries would choose private health 
insurance plans, selected from menus offered by competing, voluntary, 
private sector consumer cooperatives. The government would subsidize 
insurance purchases through individual Health Purchasing Accounts, at an 
amount set by the average price of competing plans, keyed to a benchmark 
benefit package, rather than to budgetary goals as Republicans have 
proposed. Beneficiaries could choose cheaper plans and secure broader 
coverage or cash rebates; or they could choose more expensive plans, 
including a fee-for-service option, and pay a premium for the difference. 
This approach is superior to conservative proposals to voucherize Medicare 
in three crucial respects: It preserves Medicare's collective purchasing 
power; it strengthens the position of individual beneficiaries through 
negotiation by cooperatives; and it protects the value of the subsidy against 
inflation.
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Create a Universal Health Care Marketplace. The emerging new 
marketplace of competing private health insurance plans, open to Medicare 
and Medicaid beneficiaries and private employers and purchasers as well, 
would be linked by a "health net," a government-catalyzed but privately 
operated information network linking consumers, providers, and 
purchasers of health insurance. The effect of the health net would be to 
create an infrastructure whereby all Americans, beginning with Medicare 
beneficiaries, could enjoy a buyer's market with the features of the best 
current health insurance systems, combining collective purchasing power 
and individual freedom of choice, at market-based prices. The health net 
could also be utilized as a central clearing point for private sector health 
care transactions, including medical records and payments.

The most fundamental problem is equally obvious: soaring costs. After adjusting 
for inflation, the total cost of Medicare and Medicaid has grown sixfold in the 30 years 
since both programs were created. As a percentage of gross domestic product (GDP), the 
cost of these two programs doubled from 1967-73, doubled again from 1973-87, and will 
double a third time from 1987-2000 under current projections, at which point it would 
represent 6 percent of GDP.1 Since Medicaid and Medicare already account for 31

This paper also provides a critique of alternative proposals for restraining 
Medicare and Medicaid costs, including the old bipartisan approach of regulating 
provider payments and the new conservative panaceas of Medicare vouchers and 
Medicaid block grants.

The success of Medicare and Medicaid is obvious: It has delivered health care coverage 
for millions of poor, elderly, and disabled and long-term care for many as well. Before 
their enactment in 1965, half the elderly and most of the poor were uninsured. Today, 
none of the elderly and only half the poor are uninsured.

Finally, we will show how reforming Medicare and Medicaid through competition 
creates a clear series of choices about how to budget for health care, especially in view 
of the real Medicare and Medicaid spending crisis that is just over the horizon.

capped at the national per person average, with the savings used to cover 
the uninsured under Medicaid up to the poverty line. Because the current 
universal and equal entitlement to Medicare services taxes low-income 
workers to support many affluent retirees, subsidies would be gradually 
reduced according to income, and eliminated entirely for those with high 
incomes. And because the intergenerational transfer of resources by 
Medicare has been exacerbated by longer lifespans, the age of eligibility 
would be increased gradually to age 70.
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Medicare and of Medicaid long-term 
time.

Half of Medicare's increased inflation-adjusted spending and one-third of 
Medicaid's over their first 30 years is attributable to increased per capita spending, 
reflecting rising per-unit costs and utilization rates. Moreover, coverage factors are 
becoming less significant in explaining the Medicaid/Medicare spending spiral, in part 
because the eligible population has stabilized, and in part because the era of expansions 
in eligibility and services ended nearly a decade ago for Medicare and in the early 1990s 
for Medicaid. Over the next five years, for instance, only about 10 percent of Medicare's 
cost increases, and 33 percent of Medicaid's, will be attributable to more beneficiaries.2

Once the baby boom generation starts to retire in 2008, the explosion in the 
number of people receiving Medicare and Medicaid benefits will overwhelm the 
program. A declining base of workers to support future retirees, as well as longer 
lifespans, will cause Medicare and Medicaid costs to double by 2030 even if reform 
eliminates medical inflation (see chart on page 31 ).3

J
There are undoubtedly factors external to the health entitlement programs that 

contribute to rising costs, such as malpractice insurance costs, trends in medical 
education and specialization, and use of life-extending medical technology. But there are 
also several structural features unique to Medicare and Medicaid that boost costs.

No Market Discipline—Government-Set Prices

Put simply, the health care entitlements fail to employ rudimentary market mechanisms 
that govern the supply and demand—and thus the price—for services, relying instead 
on arbitrary and politically-driven regulations.

And second, a variety of familiar social and economic forces have steadily 
reduced the number of families able and willing to supply custodial care for the elderly 
at home. This trend has intensified demand for Medicaid long-term care services, 
especially in middle-class families who were never anticipated (or intended) to be 
beneficiaries.

I
J

I

I

percent of total national health care expenditures, these programs both contribute to and 
reflect overall health care inflation.

Some of this enormous growth, of course, is attributable to deliberate policy 
changes that have expanded eligibility and the scope of services to address fundamental 
social needs such as coverage for the disabled.

But there are two demographic trends that have significantly increased 
eligibility—and overall costs—without any change in government policy.

First, Americans are living longer, which means the average beneficiary of 
i care is receiving services for a longer period of

I
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Medicare and Medicaid disconnect beneficiaries and providers from the cost 
implications of services. Because it acts as a monopoly insurer for the aged, disabled, 
and poor, the government cannot rely on consumer choice and competition between 
health plans to set prices and allocate resources. Instead, the government seeks to 
achieve the right balance of price, quality, and availability of services by crude estimates 
that are a poor substitute for market signals.

Reflecting the political value of insulating beneficiaries, who are also voters, from 
health care costs, the primary cost-containment strategy used by the federal government 
has been regulation of provider payments. By making provider payments a matter of 
law. Congress has assumed the responsibility to restrain increases in Medicare payment 
rates for budgetary purposes, invariably encountering resistance and predictions of 
system failure from providers.

Regulation of provider payments for Medicare has helped to hold down public 
costs, as was demonstrated by the reduced rates of increase in Medicare spending during 
the 1980s. However, arbitrary limits on provider payments have three by-products that 
seriously undermine their effectiveness.

First, and most importantly, providers have recouped income lost through fixed 
payment rates by simply increasing the volume of services performed for each patient. 
For example, after Congress first regulated payments to doctors in 1989, there was a 
significant nationwide jump in a variety of specialized tests and procedures reported to 
Medicare. Congress's own Physician Payment Review Commission estimated that in 
1990, doctors on average recouped 60 percent of reduced Medicare payments by 
performing more services.4 This cat-and-mouse game between regulators and providers 
not only short-circuits the cost savings obtained through fixed rates, but also produces 
serious distortions in practice patterns and the overall quality of care.

Second, many providers responded to lower fixed rates for Medicare and 
Medicaid patients by charging higher rates to private payers: the classic "cost-shifting" 
problem. Two major studies of hospital cost-shifting in the late 1970s and early 1980s 
showed that 50-90 percent of price discounts demanded by Medicare, Medicaid, and 
other high-volume insurers were offset by higher prices charged to patients with private 
insurance.5

In more recent years, the cost-shifting ability of providers has been increasingly 
limited by the growth of managed care in the private insurance market, as more patients 
are covered by plans with the purchasing power to resist cost-shifts.

Third, government-imposed price constraint has increasingly placed the quality 
and even the availability of care under Medicare and Medicaid at risk, especially as 
providers exhaust opportunities to recoup income by increasing volume or shifting costs. 
For example, the historically low rates paid by states for Medicaid patients have led to 
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The most egregious example of counterproductive cost-containment efforts in Medicare 
and Medicaid is the recent national experiment with allowing beneficiaries to enroll in 
Health Maintenance Organizations (HMOs).

Paying providers a fee for each service, rather than a fixed amount per 
beneficiary, encourages use of more services than necessary. That is why fee-for-service 
indemnity policies are a rapidly declining share of the private health insurance market, 
while maintaining an anachronistic hold on Medicare (and to a lesser extent, Medicaid) 
patients. Only one-third of participants in private sector, employer-sponsored health 
insurance plans are enrolled in fee-for-service policies, compared with 91 percent for 
Medicare and 77 percent for Medicaid.

Ironically, the Medicare HMO program has often been cited as an example of 
managed care's limited potential to produce cost savings. That conclusion is not 
surprising given the current structure. If you fix the price of managed care at a high 
percentage of current costs, and then fail to make a reimbursement adjustment for risk­
skimming, then savings will by definition be meager. Privatization without competition 
is self-defeating.

a virtual abandonment of the program by certain categories of providers, especially 
primary care physicians.

The notorious Disproportionate Share Hospital (DSH) program under Medicaid 
offers an especially striking example of how the law of unintended consequences can 
thwart efforts to control health entitlement costs by arbitrary regulation.

DSH was created to allow states to draw down federal dollars for additional 
payments to public and private nonprofit hospitals with high percentages of indigent 
patients—^basically, those without the private-payor patient base to absorb Medicaid 
expenses through cost-shifting. In other words, DSH is designed to ameliorate the impact 
on key providers of arbitrary Medicaid pricing. Yet DSH has itself become a massive 
new cost center for the federal government, increasing from less than 1 percent of total 
Medicaid spending in Fiscal Year 1988 ($449 million) to 14 percent of total Medicaid 
spending in Fiscal Year 1993 ($17 billion).6

Instead of negotiating with HMOs to secure the best market price in a particular 
region, the federal government decided to set a uniform national formula that paid 
HMOs for each enrollee 95 percent of the average area per capita cost of insurance in 
Medicare's fee-for-service plan, even though managed care plans typically reduce costs 
by 10-20 percent. Moreover, a disproportionate percentage of Medicare patients initially 
signing up for HMOs were relatively low health risks, which in a market setting would 
reduce the price even further.
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enable beneficiaries to become informed and cost-conscious consumers of 
health care services, rather than passive recipients;

align Medicare and Medicaid with trends towards cost-effective care in the 
private sector;

The basic model that meets these criteria is "managed competition," in which the 

and negotiates a menu of health plans for its beneficiaries and lets the market set the 

maintain the collective purchasing power of Medicare and Medicaid and, 
to the maximum extent possible, increase it through active negotiation of 
terms among competitors;

protect the value of the subsidy offered to beneficiaries, while avoiding 
unlimited subsidies;

limit government's role to its essential functions: setting and enforcing 
ground rules for fair and effective competition, and financing the subsidy 
to beneficiaries.

Generally speaking, states have been much more willing to fully utilize managed 
strategies to hold down costs for Medicaid beneficiaries, either by enrolling them 

in managed care plans, or by adopting case management systems for beneficiaries' 
primary care. However, the federal government has historically frustrated state use of 
managed care in Medicaid. A fee-for-service system was required for Medicaid until 
1981, and under the Reagan and Bush Administrations, waivers to experiment with 
managed care had limited participation. The Clinton Administration has moved 
aggressively to give waivers for managed care to the maximum extent allowed by 
federal law, but the law itself still strongly favors the fee-for-service approach.

Building a Buyer's Market in Medicare and Medicaid

The most efficient and equitable way to restrain Medicare and Medicaid costs is to make 
a fundamental commitment to a competitive system. Such a system should:

► use market mechanisms to determine the proper levels of supply, demand, 
and price for health care services;

create a privately run, decentralized system to deliver health insurance for

consumer choice;
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More importantly, managed competition stimulates continued innovation in the 
form of a delivery system taken by managed care plans. This process is well under way 

Managed care networks consequently stress primary and preventive services that 
reduce future costs, while avoiding procedures that do nothing to improve a patient's 
health. For example, patients in fee-for-service plans who have had hip replacement 
surgery receive rehabilitation training while they are in the hospital rather than before 
surgery, thereby extending hospital stays for more than two weeks. In contrast, hospitals 
in California's competitive marketplace and elsewhere have begun to provide the 
rehabilitation training before the surgery which has helped patients return home within 
an average of three days when combined with home health care.9

price paid for a pre-established set of benefits. As Paul Elwood and Alain Enthoven, the 
leading experts on managed competition, have observed: "the market works in health 
care because multiple purchasers, not just the government, can introduce bold new 
methods of buying health care and because providers and insurers can respond with 
new approaches to organizing and paying for care."7

Critics of managed care say the incentives to lower costs will lead to 
under-treatment. But a managed care plan that under-treats its patients risks damaging 
its bottom line as well as its reputation, since it will be responsible for the higher costs 
of remedial treatment and payments to settle malpractice suits. The same incentives for 
lower costs, to be sure, can lead poorly managed plans to restrict doctors' ability to order 
necessary tests and treatments. Worse yet, unscrupulous plans might scrimp on care to 
the seriously ill, hoping to drive them to other plans. That's why advocates of managed 
competition propose "report cards" that consumers can use to hold health plans 
accountable by grading their patient retention, satisfaction, and outcomes.

It is important to avoid confusion between managed competition, which is a 
system, and "managed care," which is a frequently successful strategy for competing in 
such a system. Managed competition leads to managed care only to the extent that the 
latter delivers high-quality care at a lower price than alternative strategies.

By increasing competitive pressures on providers, managed competition has 
accelerated the movement toward managed care. Managed care plans are rapidly 
replacing the traditional model of independent doctors working on a fee-for-service 
basis. Today, three out of four of the nation's doctors participate in a managed care 
plan.8 Managed care organizes primary care providers and specialists into networks that 
charge a fixed sum for each patient, arrangements which gives providers a strong 
incentive to do more with less.

In other words, competition among private health plans creates a market for 
health insurance, while managing the competition creates a buyer's market. Sponsors 
aggregate the purchasing power of thousands of consumers so they can demand higher 
quality care at lower prices.
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in the private sector. To compete, providers and insurers form networks that coordinate 
care. Some organize as HMOs, which tightly manage the delivery of medical care but 
eliminate most of the extra charges to patients who need care. Other networks such as 
Preferred Provider Organizations (PPOs) are more loosely organized and curb patients' 
demands by requiring them to pay a portion of the cost of their care and by restricting 
choice of physicians to those who are willing to accept PPO payment levels. As 
consumers choose from among competing HMOs and PPOs, their preferences help to 
shape the evolution of the delivery system.

As applied to Medicare and Medicaid, managed competition would not dictate 
any particular model of service delivery. It would, however, eliminate the current 
system s strong bias for a particular model—fee-for-service medicine—that as currently 
constituted is not competitive in terms of price or value.

Reforming Medicare

Step 1: Privatize Insurance for Medicare Beneficiaries. The first and most crucial step 
in applying managed competition to Medicare is to create real competition among 
private health plans in the Medicare market.

The current practice of pegging Medicare's payment to private health plans to the 
average area per capita cost of fee-for-service coverage would be abandoned, and along 

condition. Medicare would then fix the payment level in each market at the average of 
the posted bids.11

The HMO benefit package has been chosen as the initial benchmark for setting 
the government's contribution to private plans for a simple reason: HMOs are the only 
private plans that the government currently allows to compete for Medicare business.

The reform effort should immediately allow plans offering similar coverage 
through different delivery system models to compete for Medicare beneficiaries. (PPOs 
for example, offer coverage similar to that of HMOs, but with higher cost-sharing by 
beneficiaries.) Their posted prices, however, would not be taken into consideration in 

benefit package. As will be discussed later in this paper" the benchmark benefit package 

in the private sector/ “ "   -h— J

with it the requirement that private plans offer additional services to attract recipients.1®

Instead, private plans in each regional health care market would post bids for the 
price they would charge to deliver the current benefit package for HMOs as defined in
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Alternatively, Congress could authorize HCFA to contract with private insurers 
to manage the fee-for-service plan on a local or regional basis. By requiring direct 
competition—and requiring beneficiaries to pay any differential between the regional 
market price and the fee-for-service premium—the new system will in effect abolish the 
current Medicare program's unconditional entitlement to fee-for-service health insurance.

Until this competitive reform is fully implemented. Congress and Medicare 
administrators would continue their current regulatory efforts to hold down excessive 
payments to providers in the fee-for-service plan, and to increase cost-sharing for 
beneficiaries. These efforts are important as a source of federal budget savings, and can 

As soon as possible after the introduction of real competition among private 
health plans. Medicare's own fee-for-service plan should be made to compete with 
private plans on an equal basis.

Congress should give the Health Care Financing Administration (HCFA), which 
currently administers Medicare, new authority to operate the fee-for-service plan as a 
competitive enterprise, with the same kind of cost-management tools that are commonly 
used by private health plans. For example, case managers could coordinate the care of 
high-cost patients to avoid duplications or unnecessary treatments. A recent study of the 
Medicare fee-for-service plan by health policy expert Lynn Etheredge concluded: "Like 
Gulliver tethered by many bonds, the Medicare program's effective use of its purchasing 
power is held back by numerous technical constraints, some of which are appropriate 
to a rule-making administrative style, but not to a business-type operation."12

Plans whose posted prices were below the market price for the benchmark benefit 
package could offer enrollees the difference, either as a cash rebate or as additional 
services. Conversely, beneficiaries who enrolled in plans with a posted price above the 
market average would pay the difference as a premium.

HCFA should also have the authority to set its premiums, provider payments, and 
cost-sharing measures just as private plans do. Medicare's fee-for-service plan would 
have to find the right balance between charging higher premiums at the risk of losing 
patients, or lowering provider payments at the risk of losing providers.

This system would obviously exert powerful downward pressure on prices for 
private plans competing for Medicare business. But even those plans with posted prices 
above the market average would maintain considerable competitive appeal since 
enrollees would typically avoid out-of-pocket costs for medigap policies (private 
insurance covering Medicare's deductibles and copayments) that far exceed any likely 
premium. To encourage direct competition between managed care plans and the 
combination of fee-for-service Medicare and medigap policies. Congress should prohibit 
medigap underwriters from denying" coverage to beneficiaries who have earlier switched 
to managed care and want to switch back.
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"Office of Competition" within the Department of Health and Human Services. This step 

service plan, and its new role of setting the ground rules for competition among private

alsOjStrengthen the competitive position of private health plans, especially in high-cost

To create and oversee the new pricing system, and to reflect a basic shift in 
Medicare's philosophy. Congress should divert funds from HCFA to endow a separate 
"Office of Competition" within the Department of Health and Human Services. This step 
would create a clear separation between Medicare's old role of operating its own fee-for- 
service plan, and its new role of setting the ground rules for competition among private

Another key reform that should be taken early is to begin encouraging Medicare 
beneficiaries to act as informed, responsible consumers with a real stake in the choice 
of coverage rather than as passive 'recipients of a government entitlement. Once the 
proposed Office of Competition is up and running, it would establish for each Medicare 
beneficiary a Health Purchasing Account, which is simply the amount Medicare will 
make available for the purchase of a private health plan.13 Beneficiaries would receive 
an annual statement that would include this figure along with clear and useful 
information on their choices. In addition, the statement would include HCFA's estimated 
price for its fee-for-service plan (for information purposes only during this first phase).

Step 2: Create Voluntary Consumer Purchasing Cooperatives. The second key step in 
reforming Medicare is to shift the arena of competition for Medicare business from a 
single, government-run menu of options to multiple, competing menus organized by 
private consumer cooperatives. This step can be taken within three to five years, perhaps 
phased in by regions of the country.

Under a government-run competitive system, the administrator is a "price-taker," 
with no real leverage over private health plans. Private employers, by contrast, are 
"price-makers," who bargain actively to get the best possible deal.

To give Medicare beneficiaries (and indirectly, taxpayers) the economic value of 
a price-making buying agent, they should have the opportunity to join voluntary 
consumer cooperatives with the power to negotiate on their behalf and create a menu 
of competing plans. These cooperatives would be financed by retaining a small, fixed 
percentage of the insurance premiums they handle.

Though a health care co-op may sound exotic, it is really nothing more than a 
voluntary, private sector version of the Federal Employee Health Benefit Plan (FEHBP), 
which offers its members a broad choice of competing private health plans, at prices that 
are negotiated by its administrators. Of course, most employer-sponsored health 
programs do not give employees much choice in plans, and even FEHBP does not give 
employees the opportunity to choose from different menus of plans. Thus, health care co­
ops capture the best features of employer-negotiated health insurance while vastly 
increasing the choices for beneficiaries.
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The government's contribution to each beneficiary's health purchasing account 
would be tied to the average price for the benchmark package of benefits offered by 
health plans competing in the co-ops for a given region. As in Step 1 of Medicare reform, 
plans with a lower-than-average price (including those offering a somewhat different 
benefit package, like PPOs) could make available rebates or additional services, while 
those with above-average prices would charge a premium. The federal government 
would continue to send beneficiaries an annual statement of their Health Purchasing 
Account, which would now focus on informing consumers of their choice of co-ops 
rather than individual plans.

This dual competition feature—among plans and among co-ops in each 
region—would help hold down costs while maximizing consumer choice. Co-ops could 
be expected to market themselves to potential members on the basis of their record in 
negotiating prices below the market average and in offering a good variety of options. 
Beneficiaries would be locked into a particular co-op no longer than the term of the 
particular plan they choose.

Meanwhile, the federal government's Office of Competition would continue to 
refine the definition of benchmark benefits for private plans enrolling Medicare 
beneficiaries. The goal should be to shift the benchmark of what government ensures 
beneficiaries from an entitlement for specific medical services to coverage of treatable 
health conditions. This approach would give insurers the flexibility to design benefits

Co-ops would play a key role in monitoring quality. They would collect and 
disseminate report cards on each plan. The development of report cards recently 
received a major boost when leaders of the nation's largest private and public 
purchasing systems, representing more than 80 million Americans including Medicare 
and Medicaid beneficiaries, agreed to establish a common checklist of quality indicators. 
The aim is to provide consumers with information to differentiate among health plans 
based on their actual results in treating several diseases, including breast cancer and 
asthma.14

If not enough co-ops are organized in any given regional market such as rural 
areas, the federal government could offer its own menu of options, as in the earlier 
phase of reform. An even simpler fall-back approach would be to allow FEHBP to offer 
its health benefit menu to Medicare recipients in a region unserved or under-served by 
private co-ops such as rural areas. '

A broad array of institutions could help establish consumer health care co-ops for 
Medicare beneficiaries. The American Association of Retired Persons is an obvious 
candidate. Large companies (or even governments) might form co-ops for providing 
benefits to their retirees. All co-ops would be chartered by the federal government to 
negotiate with health care plans to get the best price and present beneficiaries a menu 
of choices along with comparative information. They would also provide a basic 
educational role as beneficiaries learn how to make their own choices.



packages that promote effective prevention, diagnosis, and treatment of health 

health care expenses in exchange for lower insurance premiums. The strong cost-sharing

Both managed care strategies and cost-sharing requirements are aimed at reducing this

-14-

conditions. In fact, health care co-ops should be given the power to experiment with 
variations on the government's benchmark package (e.g., providing greater cost-sharing
or eliminating services that beneficiaries do not want), so that competition among co-ops 
would influence the design of benefits as well as their price.

One type of benefit design in which careful experimentation is especially needed 
is the high-deductible policy under which beneficiaries accept higher personal risk for 
health care expenses in exchange for lower insurance premiums. The strong cost-sharing 
feature of such policies arguably makes them effective in reducing demand for 
unnecessary routine health services. On the other hand, they are especially attractive to 
beneficiaries who are in good physical and/or financial health, especially in a system 
that allows consumers to retain a portion of the government's subsidy to pay for out-of- 
pocket expenses (through a Health Purchasing Account or some more restricted 
mechanism like a Medical Savings Account). Thus, the availability of high-deductible 
policies in a competitive system creates a strong tendency toward concentrating high- 
and low-risk beneficiaries in separate plans, which defeats the risk-spreading purpose 
of group health insurance.

Co-ops should be required to test the use of high-deductible policies before 
making them widely available, and also to design remedies to compensate for any 
problems they create.

Step 3: Means-Test the Medicare Subsidy to Promote Efficiency and Equity. The third 
step in reforming Medicare, which should be enacted once the competitive system of 
private co-ops and market-based prices is in place (i.e., in five years), is to take a fresh 
look at the current uniform eligibility rules for the Medicare subsidy.

In fact, the shift to a competitive system makes this re-evaluation a logical 
development. Medicare beneficiaries will no longer be entitled to an unconditional, 
uniform set of "free" medical services. Instead, they will be receiving a market-based 
subsidy for the purchase of private insurance. The amount of the subsidy will vary by 
market and by year, and each beneficiary will determine the percentage of the subsidy 
they actually spend on health insurance (within the limits of the available co-ops and 
plans).

The competitive system itself creates one strong argument for reducing the 
Medicare subsidy for affluent beneficiaries.

As economist Mark Pauly and others have observed, in order to make 
consumption of health care equal among different income levels, the level of insurance 
coverage, and hence the amount of the subsidy must be unequal.15

Over-utilization of services is clearly part of the cost problem affecting Medicare.
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A more equitable and efficient subsidy would be based on beneficiaries' income. 
In determining how to reduce the subsidy for affluent beneficiaries, two important 
considerations must be kept in mind.

For both these reasons, it would be best to spread the reduction in benefits over 
as broad an income range as possible. For example, phasing out Medicare's current 
average benefit level of $4,800 over an individual income range from $25,000 to $125,000 
would mean that retirees would lose only 48 cents for every $10 of additional income, 
which is equivalent to a 5 percent marginal tax rate. Of course, with lower marginal tax 
rates, less revenue will be generated.

The second consideration is to avoid creating a disincentive for work and savings. 
Like a high marginal tax rate, a sharp reduction in the subsidy as incomes rise will 
naturally discourage income-generating activity.

When the subsidy is first reduced, a special provision should be made for older 
retirees, who are least able to adjust to new financial circumstances by generating new 
income. For example, the income threshold for beginning to reduce the subsidy could 
be increased by $1,000 for each year of age beyond 65. Thus, a retiree who is 85 when 
the income-tested subsidy reduction goes into effect would not lose any benefits until

over-utilization. But affluent beneficiaries are much less attracted to managed care plans, 
and much less sensitive to deductibles, than low-income beneficiaries. Lowering the 
subsidy would likely lead many of the affluent to choose plans with deductibles high 
enough to affect their rate of utilization. Recognizing this economic principle, about 10 
percent of the nation's largest employers now require a higher deductible policy for their 
highest-paid employees.16

The first consideration is to avoid reducing the subsidy in a way that will lead 
beneficiaries to simply drop coverage. This could occur even at relatively high levels of 
income: In the non-Medicare population, 12 percent of workers and their families with 
annual incomes over $50,000 are uninsured for at least some portion of each year.19 Of 
course, retirees are generally more risk-averse than the young and more likely to need 
care, and would thus be less likely to forgo coverage if they had no subsidy. But the 
problem is real even for Medicare beneficiaries. For this reason, all but the wealthiest 
should receive some subsidy.

If income-based adjustments to the Medicare subsidy are helpful to the system's 
efficiency, they are essential to its fairness. Medicare's most glaring inequity is that low- 
wage workers—many of whom lack health insurance—pay taxes that fund the health 
care of wealthy older Americans. Most of the country's 41 million uninsured are workers 
earning moderate to low wages and their dependents.17 The burden of Medicare's 
payroll tax falls most heavily on those least able to pay, because payroll taxes are a fixed 
percentage of wages or salary.18



his or her individual income reached $45,000, and would not lose the subsidy entirely

receive full benefits until age 67, and someone who is now over age 56 will not be

but that it may be inadequate, which would affect both the efficiency and equity of the
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benefit levels constant. Medicare's eligibility age must be regularly increased. 
Specifically, since today's retirees are projected to live two years longer than the original
Medicare beneficiaries,20 the current retirement age should be gradually increased to age 
67 by adding two months each year to the retirement age. An increase in the Social 
Security retirement age has already been enacted so that someone who is now 35 won't 
receive full benefits until age 67, and someone who is now over age 56 will not be 
affected. Additional increases to age 70 are warranted by the projected growth in life 
expectancy and the long-term financing needs of both Social Security and Medicare. 
These steps should be taken only as subsidies are enacted for all the poor, including 
older Americans nearing retirement, so that the number of uninsured does not increase. 

Reforming Medicaid

Medicaid differs from Medicare in several crucial respects that influence the proper

Second, Medicaid is already an income-based program. With the partial exception 
of long-term care (discussed immediately below), the primary concern in subjecting 
Medicaid to market discipline is not that the government's subsidy may be excessive, 
but that it may be inadequate, which would affect both the efficiency and equity of the 
system. 7

Third, Medicaid has two key components, acute care and long-term care, with 
very different characteristics and problems. Medicaid's long-term care program has 
become in effect a middle-class entitlement to nursing home care, which undermines 

term disability. Limiting use of the nursing home entitlement is probably the most 
crucial step in strengthening market forces in long-term care.

until the income level reached $145,000.

A more fundamental equity problem with the Medicare subsidy is one that affects 
all future beneficiaries: eligibility for full benefits at age 65. As life expectancy has 
increased, new retirees have received an ever-increasing amount of benefits. To keep

strategy for competitive reform. ‘ *

First and most obviously, Medicaid is partly financed, and wholly administered, 
by the states, subject to federal rules. Thus, short of an abandonment of the federal-state 
partnership, Congress cannot create a uniform competitive system for Medicaid. 
Conversely, if Congress arbitrarily limits the federal government's financial contribution 
to Medicaid in a way that neither guarantees adequate resources nor encourages 
competitive reforms as in block grants—then the country has no assurance that 
Medicaid will operate in an efficient or equitable way in any given state.

very different characteristics and problems. Medicaid's long-term care program has

alternative and more cost-effective options for ensuring custodial care in cases of long-
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Congress should begin as quickly as possible to develop a new minimum benefit 
package for Medicaid that is consistent with the evolving delivery system for medical 
services, similar to the Medicare HMO benefit package. More generally, federal and state 
officials should work together to develop a set of outcome measurements for state

The per capita cap would initially be set at current per capita spending for each 
state, including both acute care and DSH payments. The goal would be to adjust the 
caps so that within five years, all state caps would be at the national average, adjusted 
for cost-of-living differences. During this five-year period, the annual rate of increase for 
Medicaid would be limited to the same growth as for private plans operating under 
Medicare. Since the cap would apply to total federal and state Medicaid expenditures, 
it would not affect match rates. The goal would be achieved by lower-than-average 
increases in the cap for high-spending states.

The inefficiency (and resulting inequity) of Medicaid's open-ended subsidy to 
states is illustrated by the extraordinary disparity of costs among the states. The 
variation was fourfold in 1993, from a high of $9,700 per beneficiary in New Hampshire 
to a low of $2,381 in Mississippi.21 Focused quite naturally on their own expenditures, 
some states have sought to hold down Medicaid costs, while others have adopted the 
strategy of maximizing federal payments: Federal Medicaid policy encourages the latter 
approach as much as the former.

Thus, federal Medicaid policy must focus on encouraging states to adopt 
competitive reforms; it must take into account the special characteristics of the Medicaid- 
eligible population; and it must distinguish between acute and long-term care.

Existing federal laws governing eligibility for Medicaid and mandated optional 
services for Medicaid beneficiaries would initially remain in place, with two key 
exceptions: (1) All legal restrictions on state use of managed care strategies would be 
repealed, and (2) the Boren Amendment, intended to force adequate provider 
reimbursements, would also be repealed for states that adopted a competitive system. 
States could in theory remain within their per capita cap by improving efficiency, 
eliminating optional services, or some combination of the two.

Unlike the aggregate cap on Medicaid spending implied in the block grant 
concept, a per capita cap would fairly reflect variable future trends in state populations 
(and in the percentage of population in poverty), and would not discriminate in favor 
of states that have in the past been excessively generous in offering services or 
egregiously inefficient in delivering them.

Medicaid Acute Care: Cap Per Capita Spending and Allow States to Adopt 
Competitive Reforms. As President Clinton proposed in his revised federal budget 
proposal for FY 1996, federal payments to states should be capped on a per person basis 
and states should have much greater flexibility to administer the program, within the 
context of broad accountability for results.
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If, contrary to logical expectations, any state is unable or unwilling to meet 
national outcome standards for Medicaid within the financial constraints of the per 
capita cap, then at this juncture Congress should impose the same competitive system 
operating for Medicare, with appropriate adjustment to reflect the different needs of the 
Medicaid population.

All states will have the option of enrolling their Medicaid beneficiaries in the 
private regional co-op system. States would essentially serve the same limited 
function establishing minimum coverage, ensuring fair competition, and offering a 
fixed-sum subsidy—in the co-op system that will be performed by the proposed Office 
of Competition for Medicare beneficiaries.

Medicaid Long-Term Care Step 1: Cap Per Capita Spending and Promote Alternative 
Sources for Care. In contrast to Medicaid acute care, the problem with Medicaid long­
term care is not simply one of excessive per capita costs but of excessive enrollment, 
since its availability on a fee-for-service basis has undermined alternatives that most 
middle-class families could afford, such as private long-term care insurance. As the 
average age of the U.S. population continues to rise, the potential costs associated with 
Medicaid long-term care are ominous.

Medicaid programs similar to the report cards increasingly used by employers to 
the quality of health plans.

To reflect the Medicare reform proposals discussed earlier, the cash value of the 
supplemental coverage that states now provide for low-income Medicare beneficiaries 
would be contributed to a health purchasing account at the beneficiaries' request. That 
way they could use these funds to supplement the cost-sharing requirements of the 
benchmark benefits package.

Unlike a Medicaid block grant, this proposal would keep states accountable for 
the use of federal funds, while giving them the flexibility to improve efficiency. States 
would be strongly encouraged to save money by using competition rather than by 
reducing health care coverage or restricting eligibility.

In five years, all states will be operating under a national per capita cap. 
Furthermore, under current trends, reinforced by federal flexibility and cost containment 
measures, most Medicaid beneficiaries will be enrolled in private health care plans. In 
fact, many states will probably be operating a competitive system similar to the one 
proposed earlier for Medicare.

Since the system of competing plans and private consumer cooperatives for 
Medicare will be up and running within five years. Medicare cost inflation from that 
point on is the most appropriate peg for future adjustments in the Medicaid per capita 
cap.
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Fourth, Congress should promote greater use of private long-term care insurance, 
as follows:

Second, Congress should allow states significant new flexibility to determine the 
right mix of long-term care services (e.g., home health care and intermediate care, along 
with skilled nursing care) for their populations. With such authority, states could 
establish either public or private managers to coordinate long-term care services.

There is no readily available strategy to reduce per capita costs for long-term care, 
comparable to the well-tested forms of managed care used for other health services. 
Furthermore, there is no more than a small (if growing) private market for spreading the 
risk of long-term disability costs through insurance policies.

Allow states to establish partnerships with private insurers to limit 
Medicaid's share of long-term care costs, as several states have already 
begun to do on an experimental basis.23

Authorize states to use Medicaid administrative funds to initiate an 
educational campaign to promote the use of private long-term care 
insurance. The message of this campaign, aimed at both young and old, 
would be: "You will not be able to rely on Medicaid for long-term care 
unless you lose your savings and assets first. If you want to keep your 
savings and assets for yourself and your family, buy private long-term care 
insurance."

Make minor changes in current tax law to permit the sale of innovative 
long-term care insurance products. For example, if life insurance policies 
can pay long-term care benefits, which would otherwise be taxable income,

Congress should immediately adopt four reforms to begin restructuring the 
delivery and financing of long-term care, while holding down public costs.

First, Congress should impose the same type of per capita cap on long-term care 
spending as was proposed earlier for Medicaid acute care: A cap that over five years 
adjusts each state's cap to the national average.22 Annual increases during this five-year 
period would be limited to the cost growth of similar nursing home and home health 
care services offered under Medicare.

Third, in a key exception to the general rule of state flexibility. Congress should 
require states to allow every Medicaid beneficiary who is enrolled in a Medicare HMO 
to receive both long-term care and acute care through the same organization. HMOs that 
offer such services are called social HMOs. At the request of the beneficiary, the state 
Medicaid program would be required to pay a social HMO a fixed monthly amount 
equal to what the state would have otherwise spent.
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Within five years, this proposal creates a system of government-authorized, privately 
operated health consumer cooperatives offering competing menus of competing private 
health plans, required for Medicare beneficiaries and strongly encouraged for Medicaid 
beneficiaries. This system represents much more than a cost containment strategy for 
public health care entitlements. In fact, it could and should operate as an infrastructure 
to maximize competition and consumer choice for a broad array of public and private 
health care services.

insurers will be able to offer a more attractive product because of its 
multiple purposes.

We should reject the proposal to encourage long-term care insurance through the 
tax code included in the Contract with America: extending the current exclusion from 
taxable income applied to employer health insurance contributions to long-term care 
policies. While well-intentioned, this proposal is poorly targeted, because it would 
subsidize at taxpayer expense the purchase of long-term care insurance by people who 
will never qualify for Medicaid under any circumstances. Thus, the massive potential 
loss of tax revenue would not be offset by Medicaid savings.

Finally, both public and private experts need to immediately begin addressing the 
poorly developed state of the art in assessing long-term care needs and measuring the 
performance of various long-term care services. A model for such an effort might be the 
Foundation for Accountability, recently formed by the Jackson Hole. Group, a health 
policy research organization. This foundation will set outcome measures for the quality 
of medical care that can be used by consumers and providers alike. A similar initiative 
in the long-term care field would give policymakers tools to evaluate the effectiveness 
and efficiency of state programs and lead to a performance basis for federal payments 
to states.

Medicaid Long-Term Care Step 2: Impose a Broad Funding Limit and Adopt New 
Standards. After five years of federal and state efforts to promote alternatives to the 
current Medicaid long-term care system. Congress should squarely address the 
oversubscription problem by limiting total expenditures by state.24 States would then 
have the choice of covering a larger number of beneficiaries at a lower cost, or a smaller 
number at existing costs. In addition, states would be allowed to make total family 
income (i.e., including the income of children) the key factor in determining eligibility 
for long-term care services under Medicaid, which could both restrict eligibility and 
promote family responsibility.

As soon as a consensus has developed on standards for assessing long-term care 
needs and measuring the performance of services. Congress should adopt them as a 
means of holding states accountable for use of federal funds, either through positive 
incentives or negative sanctions, or both.

The Health Net
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Aside from creating a health net, the Medicare and Medicaid reforms proposed above 
would represent a fundamental transformation of the government's role in financing, 
regulating, and delivering health services.

Ultimately, the health net could produce a radically decentralized "virtual 
marketplace" for health care information and transactions—enabled by government 
action, but privately operated and owned by no one but open to all. As a universal 
"clearing system," the health net could greatly improve the efficiency of health care 
markets generally, not just those involving Medicare or Medicaid beneficiaries.

Today, the United States operates a balkanized system in which some citizens 
obtain health insurance in the private marketplace, some enjoy an entitlement to 
government-sponsored insurance, and some go without insurance at all.

In effect, this "web" of competition and information is, to use a computer concept, 
a "switch": A common frame of reference that allows different systems to communicate 
and interact.

The federal government can radically intensify the usefulness of this switch—this 
health net—by creating electronic links with all the elements of the competitive system: 
beneficiaries (who would have on-line access to purchasing account information and 
transactions), co-ops, and private health plans. Existing technology is more than 
sufficient to make this possible, and by the time the system has been implemented, 
improvements in telecommunications and in user-friendly computer software are 
expected to spread the use of on-line services to a large percentage of the American 
population, including the elderly.

This step would create pathways whereby all these players in the system could 
communicate with each other (e.g., plan and co-op price and enrollment information, or 
providers compiling or transmitting medical records) and with those offering related 
services or information (e.g., medigap policy underwriters, prescription drug suppliers, 
researchers evaluating the performance of plans and medical practices, or even private 
providers billing their patients). As with the best-known "network of networks," the 
Internet, confidential information could be encrypted, while general access could be 
virtually universal. Further, the creation of this huge new market will undoubtedly 
stimulate the development of new products to expand the usefulness of the health net 
(for example: software to use information from the Health Purchasing Account to create 
a personal or family health care budget).

Dee W. Hock, who created the decentralized but nearly universal VISA credit card 
system, was the first to envision the application of similar principles to health care 
information and transactions. According to Hock, the key is a system in which "the 
whole does not control the parts and none of the parts control the whole."25



If the proposed reforms are implemented, we would have a single, private

Second, millions of Americans—the uninsured—receive no subsidy, even though

tax subsidy for employer-sponsored health benefits at the current per person average.

In fact, aside from its equity features, a cap on the tax subsidy for private

shift the cost of uncompensated care.
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subsidy^for most of the uninsured, through uncompensated care. Hospitals cannot 
-eg2-.y _ony emergency care to the Sivk vi injured even when they do not nave a way 
to pay for it. Public and nonprofit facilities provide uncompensated non-emergenev

resources and their costs. Indeed, as more and more providers begin to compete on the 
basis of price and quality of care, they will have less and less opportunity to absorb or

Two anomalies will remain: First, while the Medicare/Medicaid subsidy will be 
endedby market comPetition'the tax subsidy for employer health benefits is still open- 

competitive system for purchasing health insurance. Some citizens would receive a direct 
subsidy m the form of a payment by Medicare or Medicaid. Many others would receive 
a subsidy in the form of the current exclusion from taxable income of employer 
contributions to health care benefits.

they need it most, and even though as taxpayers they help subsidize everyone else.”

Capping the Tax Subsidy. The first anomaly should be tackled head-on, by capping the 
tax subsidy for employer-sponsored health benefits at the current per person average. 
Future adjustments to the cap could be linked to increases in the Medicare subsidy, once 
the competitive system is in place.

employer benefits is essential to the overall efficiency of a market-based system. An 
open-ended tax subsidy helps push up medical inflation in the same manner as the 
current open-ended subsidy for Medicare and Medicaid insurance. Both should be 
capped and linked to market prices.

The Uninsured. Once we have limited the Medicare/Medicaid subsidy through a 
competitive system, and limited the tax subsidy through a market-based cap, we should 
have the resources and the clear direction to deal with the last great anomaly of the 
current system, the uninsured.

Ironically, while we have failed so far to agree on a limited subsidy to ensure that 
everyone has health insurance, the system provides an unlimited, and often hidden 
subsidy for most of the uninsured, through uncompensated care. Hospitals cannot 
legally deny emergency care to the sick or injured even when they do not have a way 
to pay for it. Public and nonprofit facilities provide uncompensated non-emergency 
services, as do many individual providers. These costs are absorbed elsewhere in the 
system, sometimes through cost-shifting, sometimes through budgets for public facilities, 
and sometimes through such indirect methods as Medicaid's DSH payments.

It is time to make the subsidy for the uninsured explicit, rational, and fair, 
especially as we move toward a more efficient overall system in which markets allocate 
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As noted in the introduction to this paper, neither party has proposed in 1995 the kind 
of system change for Medicare which PPI proposes—much less a path to comprehensive 
health care reform.

The President's Medicare proposal claims seven-year savings of $124 billion (using 
the Administration's estimates) with most of the savings coming from reductions in 
provider payments. His plan also proposes more extensive and effective experimentation 
with managed care, avoiding the current system's self-defeating use of fee-for-service 
prices to fix a uniform formula for payments to HMOs.

For the most part, congressional Democrats have supported the status quo 
approach to health care entitlements in the face of conservative demands for deep 
budget cuts. Some Democrats oppose any significant reductions in spending on health 
care entitlements, while others support substantial reductions, but less than those called 
for in the Fiscal Year 1996 Republican budget plan: $270 billion for Medicare over seven 
years, and $183 billion for Medicaid, using Congressional Budget Office (CBO) estimates.

Once all the anomalies in a competitive system have been addressed, the 
superficial differences between various public subsidies—hidden tax expenditures and 
explicit subsidies—will become transparent. At that point, it should be possible to 
rationalize the obsolete programmatic structure of Medicare and Medicaid, along with 
other subsidies, to reflect the emerging reality of a unitary system.

Congress could take the first step toward addressing the problem of the 
uninsured by dedicating the revenue it will raise through capping the tax subsidy for 
employer-provided health benefits to a federally funded expansion of Medicaid 
eligibility to cover all Americans below the poverty line. This step would cover nearly 
one-third of those currently without health insurance. Partial subsidies for those above 
the poverty line, and a mandate that everyone purchase insurance coverage, are both 
necessary steps to make sure all young and healthy individuals contribute to insurance 
pools that pay for the care of older and sicker individuals.

Furthermore, subsidies for the uninsured are the only way to assure the success 
of basic private insurance reform, which is probably the health care initiative with the 
strongest public support. Without broad subsidies, banning exclusions for pre-existing 
conditions or experience-rating by underwriters will disrupt insurance risk pools by 
encouraging high-risk individuals to enter the market without an offsetting increase in 
insurance purchases by low-risk individuals. The effect would be to increase insurance 
premiums for everyone.



cost savings that competition can produce.

awaited Medicare reform proposal, entitled The Medicare Preservation
Act. Senate

Medicare savings through a competitive system, opting instead for regulatory

than the current Medicare HMO option, and shares its crucial shortcomings.

offer beneficiaries additional coverage.
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On September 14,1995, House Republicans unveiled a broad outline of their long- 

Republicans indicated their proposal would differ only in minor respects.
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through the one kind of beneficiary contribution that does not—unlike copayments and

In this new proposal. Republicans all but abandoned any effort to achieve 
Medicare savings through a competitive system, opting instead for regulatory measures 
to squeeze savings from beneficiaries and providers.

Roughly $70 billion of the $270 billion the Republicans claim to save over seven 
years would come directly from increases in the premium beneficiaries pay to participate 
in Medicare Part B (payments to doctors). Remarkably enough, the plan raises money 
through the one kind of beneficiary contribution that does not—unlike copayments and 
deductibles generate additional savings by discouraging over-utilization of services.

The remaining savings would have to come from
savings and reductions in payments to providers.

cost of fee-for-service Medicare coverage. Plans that can produce equivalent coverage at 
a lower cost could not offer the government a lower price. Instead, they are required to 
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GOP leaders claim their proposal will save unspecified billions for taxpayers 
through efficiency improvements. In fact, the plan does little or nothing to encourage

Clearly, the President's proposal moves in a direction that lays the groundwork 
for a truly competitive system in which market forces set the price for Medicare services, 

ut so long as the system maintains an entitlement to a government-run fee-for-service 
plan that insulates beneficiaries from its real costs, it imposes an artificial limit on the

Like the existing system, it promotes limited privatization, but without the 
competition that can produce real savings. Private plans certified in the Medicare Plus 
system would be paid a fixed amount by the federal government based on the average 

some combination of efficiency

The one significant innovation in Medicare Plus is the availability of a Medical 
Savings Account option. Styled as "Medisave," this option would allow Medicare 
beneficiaries to buy a high-deductible, catastrophic insurance policy. Any difference 
between the cost of this policy and the amount Medicare pays to private health plans 

market efficiencies in Medicare. Furthermore, savings produced by expanded enrollment 
in private health plans are retained by beneficiaries, and thus cannot reduce government 
spending.

The so-called "Medicare Plus" feature of the Republican proposal, which allegedly 
aims at promoting much greater enrollment in private health plans, is really no different
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A brief discussion of the "Medicare Voucher" approach is helpful, because 
Republicans may return to the concept in the future if their plan is rejected or if it 
predictably fails to generate the budget savings it claims.

Thus, the GOP plan relies decisively on government-imposed reductions in 
payments to providers to achieve its fiscal goals—to an extent never before proposed by 
either party. In fact, the proposal anticipates the need for additional rounds of provider 
cuts in the future by including a so-called "fail-safe" provision, which would 
automatically reduce provider payments in any year where costs exceeded the budget.

As noted earlier, excessive regulatory control of provider payments has in the past 
produced a variety of perverse results, including cost-shifting to private payers and 
reduced participation by providers. Since the magnitude of provider cuts contemplated 
in this proposal exceeds all precedent, it is reasonable to ask whether Republicans are 
risking previously unimagined levels of cost-shifting, or a massive exodus of providers 
from the system.

As critics have often noted, the high-deductible policy made available in this 
option will be most attractive to the healthiest of Medicare beneficiaries. If such 
beneficiaries leave the traditional Medicare program in great numbers, the cost to the 
government of insuring the rest of the Medicare population will go up. That is why our 
proposal urges caution and careful monitoring in experimentations with high-deductible 
policies, while the GOP plan makes it an immediate option for all Medicare beneficiaries.

In addition, the Medisave option will further undermine the already weak 
incentives the proposal provides for enrollment in a managed care plan, reducing still 
further the already marginal savings they can produce.

Conversely, the backlash against excessive provider cuts could lead Congress in 
a different direction to keep Medicare on budget—perhaps through even higher 
contributions by beneficiaries, or perhaps through reductions in the value of their 
benefits. Indeed, the impossible fiscal arithmetic of the Republican budget plan led most 
observers to expect voucherized benefits—a popular conservative reform strategy—as 
part of the Medicare proposal.

under Medicare Plus could be retained by the beneficiary in a Medical Savings Account 
for routine medical expenses.

Overall, there is no reason to believe that Medicare Plus will produce any 
efficiency savings at all, and in fact, the Medisave wrinkle could force costs up.

Instead, the plan outline goes out of its way on two occasions to emphasize that 
it does not include vouchers, does not require beneficiaries to make choices on the price 
of private health plans, and does not modify the current relationship between the 
government, the beneficiary, and the private insurer.



providers, and setting arbitrary prices. But they would substitute the inequities of 

In effect, Medicare vouchers would constitute a limited federal subsidy for private

The President's FY 1996 budget proposes a per capita limitation on Medicaid
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In sum, Medicare vouchers would create a seller's market, not a buyer's market 

Medicaid—Caps and Block Grants 

On several occasions in the spring and summer of 1995, Republican congressional 
leaders and some Republican governors signalled their strong interest in changing the 
federal-state Medicaid entitlement program into a block grant, in conjunction with a 

expenditures similar to the cap proposed in this paper. In addition, the President has 
proposed to repeal laws restricting use of managed care and other cost-containment 
strategies in state Medicaid programs.

While the per capita limitation in the President's budget would also apply to 
Medicaid long-term care, neither the President nor congressional Democrats have 
addressed over-enrollment in long-term care or the need for private long-term care 
insurance.

. . The basic thrust of various voucher proposals is to allow beneficiaries to
individually purchase health insurance (and/or to cover out-of-pocket medical expenses) 
in an amount roughly equal to current per capita Medicare spending.

In its purest form, as proposed by the Cato Institute and the National Center for 
Policy Analysis, Medicare vouchers would represent a radical deregulation of publicly 
financed health care for the elderly.26 The federal government's role would be limited 
to financing the voucher; its actual value in terms of health insurance would be set by 

plans.

By dismantling Medicare's collective purchasing power, vouchers would also 
expose many Medicare recipients to higher prices. Currently, 40 percent of the price of 
private insurance policies purchased by individuals goes towards administrative costs, 
compared with 5 percent for participants in large employer plans.27

the marketplace. Vouchers would eliminate all the current system's inefficiencies in 
terms of encouraging undisciplined demand, offering open-ended subsidies for 
providers, and setting arbitrary prices. But they would substitute the inequities of an 
unregulated private insurance market, such as exclusions for pre-existing conditions, 
prohibitively high premiums for the chronically ill, and "risk skimming" by insurance

solvency, but at the expense of beneficiary health care: individually, because the price 

beneficiaries would not have the advantage of Medicare's buying power.

health insurance—a sort of personal block grant. Assuming the voucher amount is fixed 
or otherwise arbitrarily limited, this approach would "save" Medicare's financial

of insurance would depend on each beneficiary's risk analysis, and collectively, because
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broad GOP block grant agenda that has already included welfare and crime legislation 
enacted by the House.

The wrangle over a funding formula for welfare block grants, which has helped 
stall progress on welfare reform legislation in the Senate, is but a playground quarrel 
compared to the fight that is likely to emerge over distribution of Medicaid block grant 
funds, given the enormous share of state budgets that Medicaid represents, compounded 
by the complexity of the factors that will determine future state costs. At the July 1995 
annual meeting of the National Governors' Association, Senate Majority Leader Bob Dole 
asked the governors to come up with their own proposal for a Medicaid block grant 
funding formula, to avoid a struggle in Congress.

The impact of a Medicaid block grant on beneficiaries and providers is obviously 
impossible to calculate, since the complex array of decisions affecting benefits and prices 

In sharp contrast to the game-day jitters Republicans succumbed to in pursuing 
the conservative agenda for reforming Medicare, it appears the GOP will go full-tilt 
towards Medicaid block grants, perhaps reflecting the relatively low number of reliable 
Republican voters among the Medicaid population.

In its most straightforward form, a Medicaid block grant would abolish all 
national eligibility rules for the program, along with any state responsibility to serve a 
specific population or appropriate its own funds, and would then give each state a fixed 
sum for indigent health care based on recent federal match payments.

The GOP's focus on insulating the federal budget from health care cost increases 
at the expense of beneficiaries is especially well-illustrated by the popularity of the 
Medicaid block grant concept. By converting federal Medicaid payments to the states to 
a discretionary account. Congress could and undoubtedly would limit future increases 
in funding to the amount necessary to achieve its budgetary targets, and let states sort 
out the implications in terms of eligibility, services, and costs. In fact, that is the most 
benign possible outcome from the point of view of the states and Medicaid beneficiaries: 
Some conservative theorists suggest that block grants for Medicaid and other social 
services areas would simply operate as a temporary "way station" on the road to total 
abandonment of federal responsibility.

Aside from the issue of the aggregate federal contribution to Medicaid, the 
distribution of federal funds to the states creates a host of technical problems and 
potential inequities. Since federal payments would be based not on the future number 
of eligible beneficiaries but on past distributions, states with rising populations (total and 
indigent) would be placed most at risk, and states with superior cost-management 
records would be penalized. For example, New York's Medicaid per beneficiary 
expenditures are two-thirds more than those of California, in part because California has 
aggressively promoted use of managed care strategies that New York has historically 
resisted.28
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made each year by Congress and the Administration would have to be played out in 50 
states. Indeed, that is one of the proposal's political advantages for Congress: a block 
grant would insulate federal officials from the tough decisions involved in holding down 
Medicaid costs, which will inevitably affect powerful groups of providers and 
beneficiaries alike. Many state officials are publicly expressing concerns that the process 
of creating state Medicaid programs under a block grant would transform state politics 
in an unpredictable and potentially dangerous direction, with providers and advocates 
for the elderly demanding expanded resources at the expense of such critical state 
responsibilities as public education.

Indeed, the willingness of GOP leaders to demand that states re-create our most 
complex domestic program virtually overnight (in the House welfare block grant, states 
are given six months to move to the new system, but must reimburse the federal 
government for any spending that exceeds the block grant allocations) is another 
indication of the budgetary motives involved. Financing indigent health care has never 
been a responsibility that federalism advocates or state officials considered the natural 
or logical province of the states. It should be recalled that in 1982, President Ronald 
Reagan proposed to entirely federalize Medicaid as part of his "New Federalism" agenda. 
As recently as 1994, many Republican members of Congress supported a significant 
expansion of the federal entitlement to means-tested health care benefits.

Block grant supporters argue quite correctly that states could help hold down 
Medicaid costs if given greater flexibility to manage the program. But enhanced 
flexibility does not require the complete elimination of national eligibility standards or 
of the current federal-state cost-sharing system.

Furthermore, block grants provide flexibility in a way that sacrifices accountability 
for results. States will receive the same federal dollars whether they run efficient or 
inefficient Medicaid programs, and will not even have the political accountability that 
risking their own funds tends to supply.

In summary, block grants attack the wrong elements of Medicaid. The feature of 
the current system that feeds excessive cost increases is not national eligibility standards 
or a federal formula based on eligibility; the real problem, rather, is the open-ended 
subsidy for state spending, compounded by restrictions on the ability of states to fully 
use competition to restrain costs.

If that open-ended subsidy is limited by arbitrary aggregate caps on federal 
payments to states, rather than competitive forces, then federal Medicaid funding will 
inevitably become a political exercise far removed from a framework of genuine 
reform.
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Neither party has even begun to deal with the long-term health entitlement 
budget problem, which will mushroom for both Medicare and Medicaid when the baby 
boom generation reaches age 65 in 2011. And obviously, neither party is currently 
thinking about how to make the resources available to create universal health care 
coverage.

The much-discussed differences between the President's proposed reductions in 
health care entitlement spending and those enshrined in the Republican-sponsored FY 
1996 budget resolution are grossly exaggerated by both sides, mainly due to differing 
economic assumptions.

The proposal we have outlined in this paper creates a much more realistic guide 
for health care budgeting. It does not include specific budget projections because we 
acknowledge we do not know exactly how much or how fast a competitive system will 
generate savings, just as Democrats and Republicans should acknowledge their inability 
to calculate the savings—or the consequences—of Medicare provider cuts. Our proposal, 
however, can rely on provider cuts to supplement efficiency savings where 
necessary—for example, to keep the Medicare trust fund solvent. But the Democratic and 
Republican proposals cannot supplement provider cuts with efficiency savings, because 
they do not propose the necessary system change.

If the two budget plans are placed on the same economic assumptions, half of the 
alleged seven-year difference vanishes (a disparity of $146 billion for Medicare drops to 
$75 billion, while a disparity of $129 billion for Medicaid drops to $60 billion).29

Both parties are relying primarily on provider cuts to reach their budget targets, 
without any clear knowledge about the ability of the system to absorb these cuts without major 
disruptions.

Unlike Medicare provider cuts or Medicaid block grants, the buyer's market 
system we propose does implement reforms that will permanently improve the efficiency 
of both programs, and of the private sector health care system as well.

The current debate over Medicare and Medicaid budgets is a fun-house mirror distortion 
of the real choices the country faces.

In other words, whether the seven-year savings goal is $270 billion, $124 billion, 
or some other figure, the specific means of achieving the goal is almost entirely 
speculative. It is entirely possible, even probable, that under either party's plan Congress 
will have to take a fresh look at the Medicare budget in the near future.
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citizens sharing a common responsibility for our common health—and commonwealth.

Americans are entitled to this kind of health care reform.

revolutionary achievement. Aside from the new clarity this would give the health care 
debate, it would also treat Americans not as beneficiaries or taxpayers alone, but as

national health care budget, with the cost of all subsidies capped by market competition. 
Only the actual competition will determine whether the tax resources supporting these

David B. Kendall is senior analyst for health policy 
for the Progressive Policy Institute.

subsidies are adequate. If not, Americans will have to decide whether to cut back 
subsidies or pay more for them.

In the complex morass of public health care policy, with its incomprehensible 
budget numbers and conflicting partisan claims, a series of reforms that creates clear 
public choices about the costs and benefits of health care subsidies would be a 
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Our proposal ensures the maximum savings achievable through efficiency 

about how much health insurance we can afford to subsidize, and for whom.

Fully implemented, our proposal will make all public subsidies for health 
insurance explicit, measurable, and subject to market forces. In effect, we will have a true
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Summary of Reforms

1995-98

Medicare: Privatize insurance for Medicare beneficiaries and limit Medicare spending to
an individual, fixed-sum subsidy tied to competition in the marketplace.

Medicaid: Cap federal per capita payments, allow states flexibility to adopt competitive

Private Sector: Cap the tax subsidy for employer-provided health care and dedicate the
revenue to provide a fixed-sum, individual subsidy for all Americans living in poverty.

1998-2000

market-based subsidy to all Americans based on their ability to pay for private coverage.

2000

Medicare: Means-test the Medicare subsidy and increase the eligibility age.
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care and adopt

Medicare: Create a system of voluntary consumer purchasing cooperatives, which would 
compete by negotiating the best price with health plans and by setting a benchmark 
benefits package.

Medicaid: Link the Medicaid per capita cap to a competitive system.

Private Sector: Complete coverage for the uninsured by guaranteeing a fixed-sum,

Medicaid: Impose a broad funding limit on Medicaid long-term 
performance standards.

Private Sector: Enact an individual mandate to cover any remaining "free-riders" who 
continue to forgo coverage despite the universal subsidy.

For All Health Spending: Create a ’bottom-up" national health budget from the universal, 
market-based subsidy in order to make explicit choices about the costs and benefits of 
the levels of subsidies.

reforms, and promote alternative sources for long-term care.
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THE WHITE HOUSE

WASH INGTON

September 28, 1995

MEMORANDUM FOR THE PRESIDENT

FROM: RAHM EMANUEL

SUBJECT: IMMIGRATION MESSAGE

I have advised Commissioner Meissner and Secretary Reich to incorporate putting American 
workers first into their message at the Senate immigration hearings. They will be testifying 
today at Senate hearings on legal non-immigrant visas.
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j •9th Circuit decision on religion in schools. From Steve Neuwirth. On Friday, the
3^/' / court ruled that a public high school receiving federal funds could not prohibit a student

religious club from meeting on high school premises during the lunch period, when other 
." extracurricular student clubs are permitted to meet. The court’s decision was based on the

QA Equal Access Act and confirmed a key principle in Secretary Riley’s guidance to schools; 
DOJ filed an amicus brief in the case supporting the position the court took. The Christian 

■ Legal Society issued a statement praising the Administration’s participation in the case 
' s ’I stating’ "Mhis was teamwork at its best, religious advocates and the White House 

successfully fighting the pervasive discrimination against free religious expression."

• Vesco extradition from Cuba. From Richard Nuccio via Harold. Cuba never 
'^/offered to extradite Vesco. When our government indicated an interest in having him, Cuba 

backed off. Castro has publicly stated that it would be "immoral" to extradite him. While 
we are still interested in Vesco, we would not back off our embargo to secure his return.

We have also received the following information items: 

\x :

—1

J-/

• Immigration Message. An editorial in the September 16 Washington Post on 
"Immigrants With Skills" talked of the need to put American workers first and cited some 
suggestions from Barbara Jordan on this subject. You noted that this message "needs to 
become a more explicit part of our message." In response, Rahm reports that he advised 

> Commissioner Meisner and Secretary Reich to incorporate this message into their testimony 
at Senate immigration hearings on September 28.

-
%

Return of Hope, Arkansas Pilot’s Remains. From Tony Lake. The remains of 
Lieutenant Commander John F. Barr, USN, from Hope were among those of 18 servicemen 
from Vietnam and Laos returned to Travis AFB in California on September 27 from the 
processing center in Hawaii (which you have visited). Barr was previously unaccounted for 
after his aircraft was lost during a strike over North Vietnam on October 18, 1967. Barr’s 
gmains were returned to Hawaii in 1988 and recently positively identified ba^ed on a match 

v >f blood-samples-from his mother and sister. He will be interred with full military honors 
N October 18 at National Cemetery in Houston, where his family lives. Also, a set of group 

emains to be buried at Arlington October 12 includes those of Captain Earl R. Michies, 
VSA, of Pocahontas, Arkansas. He was in a helicopter shot down on June 13, 1968.
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(I) Clips. From your trip to California.

taxpayers claiming the EITC would still have to file returns. Compliance costs, while 
reduced for individual taxpayers, would shift to employers, financial institutions and the IRS. 
The tax system generally would be less able to promote social goals. The U.K. system, 
developed when the typical taxpayer was a male head of household who held his job for life, 
is becoming more difficult and time-consuming for U.K. authorities to administer.

(H) Congressional correspondence. 1) Senator Leahy: thanks you for invitation to Cal 
Ripken game and praises Hillary’s trip to China; 2) Senator Inouye: commends you and the 
military for the VJ-Day celebrations -- great press coverage in Hawaii; 3) Rep, Ray 
Thornton: forwards a letter of encouragement of you from Parkview High student in Little 
Rock whose art work is on display in the Capitol; 4) Rep, Gary Condit: commends Wendy 
Smith, Dan Tate, Regan Burke and Mary Kaems for their work on your trip to California.

(F) Follow-up to Wyoming oil and gas industry meeting. From Bob Armstrong at 
Interior via Bruce. Bob defends Interior’s record and says he shouldn’t be viewed as anti­
drilling. Key issues: Interest on Overpayments and Statute of Limitations — legislation 
would be required to allow government to pay interest on royalty overpayments and the 
Minerals Management Service is working on possible language. A six-year time limit on 
audits and collection actions could be established by Executive Order; internally, Interior 
issued a directive in July to complete such actions within six years of the due date. Access 
to Federal Lands -- this Administration has made more acreage available and approved more 
Applications for Permit to Drill (APDs) than the Bush Administration, while avoiding the 
environmental litigation that has shut the leasing program down in the past. BLM is 
currently reviewing the issue of special and seasonal stipulations, which are designed to 
allow oil and gas activities while protecting the environment and can impose delays on lease 
operators up to 9 months.

CFTC regulatory authority. In response to your note on Wall Street Journal op-ed. 
_ Article alleged that a CFTC ruling was too broad, serving to micro-manage the off-exchange
/ swaps market and create uncertainty. CFTC feels strongly that this company engaged in

core illegal activity and almost inflicted serious damage on the futures market. But, while 
the settlement is only binding on this company, CFTC acknowledges that some of the 

. language in the agreement may have been over-broad. More importantly, CFTC feels that 
t| basic statutory scheme of the Commodities Exchange Act simply doesn’t work with respect 

to new financial instruments. Mary Schapiro, CFTC chair, has therefore started a complete 
review of the statute with the goal of developing some alternative legislative "roadmaps." 
An interagency group on financial markets, chaired by Secretary Rubin, will be involved.

^^(E)

Interior has proposed a Federal Advisory Committee (government, industry, environmental 
community) to address all these issues in the context of the Greater Green River Basin. 
Industry is split on the idea.

*x'(£) COPS program. Rahm forwards a state-by-state listing of the number of police 

officers funded by the Crime Bill.



MEMORANDUM FOR THE PRESIDENT

THROUGH: LAURA D’ANDREA TYSO

FROM: Ellen Seidm

Response to Merton Miller piece concerning CFTCSUBJECT:

Messrs. Miller and Culp argue that the language in a settlement agreement between the CFTC and 
MG Refining & Marketing is overbroad, and suggests the CFTC intends to micromanage firms and 
destroy the off-exchange swaps market. At Tab B are two responses to that piece: one from Mary 
Schapiro, the CFTC Chairman, and another from Jack Sandner and William Brodsky of the Chicago 
Mercantile Exchange.

On a broader basis, however, the CFTC recognizes that some of the language in the settlement 
agreement may have been over-broad, and, more importantly, that the basic statutory scheme of the 
Commodities Exchange Act (CEA) simply doesn't work with respect to new financial instruments. 
Chairman Schapiro believes it is critical that firms offering new financial products know for certain 
the regulatory scheme they are under and that regulators - whether the CFTC, the SEC or the 
banking or insurance regulators - be certain of the scope of their authority. In her opinion, the 
CEA, with its blanket prohibition against off-exchange futures trading and its long list of exemptions 
and exceptions, doesn't provide that certainty, on either side.

Chairman Schapiro has therefore started a complete review of the statute, with the goal of developing 
some alternative legislative "roadmaps." The process will include all market participants, as well as 
other regulators. The Interagency Working Group on Financial Markets, chaired by Secretary Rubin, 
will be involved. You should be aware that any expansion of exemptions from the CEA or of CFTC 
exemptive authority (which appears to be what Messrs. Merton and Culp desire) will be strongly 
opposed by the Chicago futures exchanges.

The CFTC's response to Miller's particular charge is four-fold: (i) the MG case is an absolutely core 
case of illegal, unregulated retail sale of off-exchange futures, of a type similar to what the CFTC 
brings regularly against Florida bucket shops; (ii) the magnitude of the damage MG almost inflicted 
on the market as well as participants (which goes far beyond what the bucket shops accomplish) 
justifies the parts of the agreement concerning internal controls to prevent the illegal activities from 
happening again; (iii) MG itself recognized the instruments at issue were not swaps and didn't even 
raise the defense that they might therefore have been legal under the CFTC's "swaps exemption"; 
and (iv) the settlement agreement is binding only on MG.

You asked that we look into allegations about over-regulation by the Commodity Futures Trading 
Commission (CFTC) made by Merton Miller and Christopher Culp in a Wall Street Journal op-ed 
piece. The original op-ed is at Tab A.

THE WHITE HOUSE

WASH I NGTON

September )8 pg .

THE PRESENT HAS SE M
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case. The comnussicMi found that the reg- this prodnrt,'-KG did not analyze ■whether 
istered broker had failed to report mater- the gas station operators to whom it sold

gloom conveniently ignore the facts ot the 
case and misstate the law the CFTC is

rights of innocent counterparties.

gal certainty to the evolving swaps mar-

of the Commodity Exchange Act

financial markets. The CFTC understands

tiiority to modify that prohibition by ex-

for a company to fail

2^/
Washington

sgw
ment action, against MG Tteftning t Mar- 
keting Inc and MG Futures Ihc Purport­
edly, the CFTCs action constituted ‘r— 
gious overreaching" (Miller and r 
which “tightened the

ial inadequacies in its internal contnds. 
Considering that in January 1994. as re-

s; ’ in contrast to the 
r that the agency “ar-
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imrwrainry and remains committed to 
this purpose. The antipathy expressed by a 
few to actions such as the settlement with 
MG may be based less on the specter of

charged to administer and enforce.
The salient facts are these: By the end 

of September 1993, both the U.S. sub­
sidiary of MG that sold energy contracts 
to gas station owners, and the registered 
affiliated brokerage entity that carried 
massive n*1*^ futures positions, had ex­
hausted all funding sources available to 
them in the U.S t including credit lines erf 
some SMO million, and become wholly de­
pendent upon a guarantee of their Ger­
man parent. The parent's top manage­
ment was not aware of the guarantee and 
lacked material information about size 
and ability to finance the futures and re­
lated positions. This disconnect was a 
Baringsesque prescription for disaster, 
and. as this newspaper noted, led experts 
to fear that an MG collapse might not only 
cause “an international credit crisis, but 
also seriously damage financial markets 
and economies, world-wide.”

Merton Miller and the editorial-page 
staff argue that the losses suffered in such 
cases are solely the concern of the impru­
dently managed firm and do not implicate 
either the public interest ar the regulatory 
safeguards designed to protect that inter­
est. It is one thing for a company to fan 
and thereby injure its shareholders, with ’ 
whom rests the ultimate control and thus 
responsibflity, for the corporation's man­
agement practices. It is quite another mat­
ter to jeopardize the 'well-being of other 
participants in the futures markets, and 
the countless others who might be trapped 
in the fallout of the collapse of a major in­
ternational conglomerate such as MG.

ttat . aMtheCFTCsexempto^ontywud

ffiat tiie CFTC has usurped 

its contract were ‘appropriate’ partid- . 
pants in the swaps markets. Nor did it 
seek to apply other applicable criteria. It 
is this newspaper, not the commission, 
that creates uncertainty by suggesting 
that, as a result of the MG case, the le­
gitimate swaps markets are now in jeop­
ardy- Father, the soralled Main Street 
angle highlighted by the editorial-page 
staff misses the key point that the com­
mission's order affects the violator’s abil- 
.ity to enforce those contracts, not the 
rights of innocent counterparties. 

The CFTC has long been sensitive- 
and responsive-to toe need to provide le- _ •  - *  ■ i_ .• _ - * ■----------a— 

tetsTlnl^. tt issued a policy stotement 
to make .clear toati while most swap 
transactions at that time possessed ele­
ments of commodity futures or options 
contracts, tire commission would not reg­
ulate them-as such provided that the

of the Commodity Exchange Act 
Innovatibnind evolutiotrinevitably cre­

ate the potential tor legal uncertainty.

by about L5 biiliori marks. largely losses 
from the derivatives activity of the U-S. 
trading firm, tbere^wouH seem to be little 
question that MG's managers were not ap­
propriately apprisediof-key aspects of tire 
trading firm’s operations. And there was a 
direct. Indeed inevitable, link to the regu­
lated brokerage firin. which stood first in 
line to pay the losses' on toe trading firm's 
futures positions arid was dependent on 
liquidity arrangements with Its parent, as 
its capital (some $20 million) was but a 
fraction of the trading firm’s approxi­
mately $300 million in losses in 1993 alone.

By bringing this base, the commission 
has been of cigna ling- a change jn
its view of irttat constitutes an unlawful 
off-exchange futures contract or a permis­
sible swap agreement. Nothing, however, 
could be further from the truth.

A brief review of the Commodity Ex­
change Act is sufficient to refute the au­
thors' contention that the CFTCs jurisdic­
tion is limited to products traded on estab­
lished exchanges. The core of that legisla-

Tunring-to^swaps, the editorial-page 
staff chosOapply that label to MG’s 
amtra£ts.^OfG did not. In marketing

market disruption than hostility to finan­
cial regulation generally. The real market 
disruptions involving Barings. MG, and 
others in recent years reinforce the need 
for regulatory agencies to pay attention to 
how toe risks of large market participants 
are managed and how new products are 
marketed and sold, or else the statutory 
mandates we all operate under mean very 
little indeed, and the public interest we are- 
charged to protect win be disserved.

Maky L. Schapiro 
Chairman

Commodity Futures Trading Commis- 
siou

„ ■ ate the potential for legal uncertainty, 
tion. which the CFTC administers, is a which can disrupt or retard the growth of 
statutory, prohibition of n-arfing futures financial markets. The CFTC understands 
contracts off-exchanga. Indeed, it was only . this and consistently has acted to reduce 
in 1992 that Congress gave the CFTC'au­
thority to modify that prohibition by ex­
empting specified 'contracts from the ex­
change-trading and other requirements. If
the commission regulated only on-ex­
change products, as Prof. Miner and Mr.

: I' '
• I

hie integrity of the market- 
. . . — commit-

. ! ad­
ministers and enfories those safeguarts

a long-standing rule ^designed to provide 
-egre. regulators with an; early warning of the 
rsdn) type of internal controls failure that oc- 

s screws on the swaps
market* (editorial). The authors of both
editorial-page entries, with great disgust
and hyperbolic rhetoric, accuse the CFTC
of micromanagement, creating-market un­
certainly. exceeding its mandate and’
changing its interpretation of the law. To
the contrary, the CFTC, in a serried action
that '
wen' ____
tions by a registered entity that threat­
ened the stability and integrity of the mar­
kets. Editorial predictions of doom and
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A Prescription forJDisaster
1 

Fortorpf^y, ourfinandal markets are

are designed to prevent brokerage firms < 
entrusted with the property of others from

mining- *

“narrow .
gued for Andgwon* in the early 1990s. 
This is simply.:.incorrect; this decade’s 
futures legislation did not define the 
term “futures Contract"

with respect to futures brokers-including
a. « a a • —__ ___ • M

reguJatorTwith an-early'warning’ of the

sirred at MG. To enforce and to under­
score the importance of compiiahce with 
these safeguards, on July 27. the CFTC in­
stituted and simultaneously settled this
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CFTC Must Protect 
Individual Investors

The appropriate scope of CFTC regula­
tion has long been subject to debate. As 
Merton Miller and Christopher Culp point 
out in their Aug. 1? piece, the recent en­
forcement action against MG Refining & 
Martating Inc. and MG ^Futures Inc. has 
created uncertainty in ;the marimt and 
added to the confusion snrronnding the le­
gal status of derivatives negotiated off a 
registered futures exchange. 

Whether one agrees with Messrs. Miner 
and Culp’s criticism of the CFTC rule of 
the MG contracts, or sides with the CFTC, 
it should be obvious that!there is a strong 
temptation to avoid the heavy regulatory 
burden placed on exchange-traded deriva­
tives. This is usually done by doalting off- 
exchange futures in different names or 
slightly different farms; i 

The evolution of thie; Commodity Ex­
change Act has sometimes added to the 
ambiguity. For example, some believe the 
Treasury Amendment; gives them the 
right to sell currency futures to the pub­
lic with no regulation' at an. However,' 
Congress’s intent is very clear. Off-ex­
change futures peddled; to the general 
public either through seedy bucket shops 
or respectable broker-dealers cannot be 
tolerated by the CFTC.: i 

Care must be takenito avoid overreg­
ulation of legitimate commercial busi­
ness, bur it is absolutely Appropriate and 
essential that the CFTC‘exercise its au­
thority to ensure that; individual in­
vestors are not being deprived of their 
rights and protections. ‘ i

John F. Sandneb
i ' Chairman - 

W1I1IAM. J. Bbodsky 
President

Chicago Mercantile Exchange

H
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MEMORANDUM FOR THE IDENT

/O
FROM: x

SUBJECT: Recent Information Items

/
We are forwarding the following recent information items:

use.

N(C)

I -

states;„your schedule for October and November will include a Nickelodeon TV special, an. 
East Wing event with supportive groups and a possible event in Connecticut next month.

TODD STERbT^T

PHIL CAPLAN

Pension simplification for small business. In response to your note, an upbeat 
report from Ellen Seidman on the prospects for the Administration’s pension reform 
proposal. Much of the plan you announced at the WH Conference on Small Business is 
included in the Ways and Means tax bill, though the bill contains many provisions the 
Administration opposes. Ellen says our initiative "is well-positioned to pay off for small 
business, and we are well-positioned to take credit for the action."

I

:)

\

A
\

THE WHITE HOUSE

WASH INGTON 

October 1, 1995

(D) Les Samuels note on eliminating need to file tax return. In response to your 
question. A pay-as-you-eam (PAYE) system of the kind used in the U.K. could eliminate 
filing requirements for one half to two thirds of U.S. taxpayers, but it would require very

(A)) Tobacco update. From Harold and Jennifer O’Connor. Highlights: Ford introduced 
his bill (some regulation of advertising and vending machines, but no FDA regulation), but it 

- received little press attention; Rep. Baesler is working on a bill to require an FTC license to 
sell tobacco but remove FDA jurisdiction; Canadian Supreme Court struck down Canada’s 
total ban on advertising, but would allow restrictions on images or ads aimed at kids; 
Southern Baptists, National Association of Evangelicals, United Jewish Appeal and Future /1 
'Farmers of America all want to help; WH staff is drafting a model legislative-resolution foiK

(B) Community Crime Prevention Plan. Working paper from Amitai Etzioni 
(forwarded by Rahm) entitled "It Takes a Whole Village to Prevent a Crime." Core idea is 
to offer communities that organize crime prevention efforts a share in the savings that result 
from those efforts. Example: if a state and city spent $9 million/year on public safety in a 
community and that amount was reduced to $8 million through the community’s own efforts, 

i the community would get $500,000 back for its own

I Urge changes to the tax system and would include substantial downsicles. For example, we 
! would have to eliminate many itemized deductions, expand withholding to cover non-wage 
\ income sources, change the tax treatment of social security benefits and capital gains. Those

>3

I

wition items:

ilignts:
ST > 
, Tl-'
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THE WHITE HOUSE

WASH INGTON

95SEP25 PG: 04
25 September 1995

CC:

FROM:

SUBJECT: TOBACCO UPDATE

HAROLD ICKES
JENNIFER O'CONNOR

MAGGIE WILLIAMS
JACK QUINN
CAROL RASCO

MEMORANDUM FOR THE PRESIDENT
VICE PRESIDENT
LEON PANETTA 
ERSKINE BOWLES

‘HE HAS SE

Attached is an update from Jennifer O'Connor on tobacco 
initiative activities for last week. It includes a weekly report 
from Andrew Hyman, Special Assistant to the General Counsel at 
the Department of Health and Human Services, which describes the 
Hill legislation introduced by Senator Ford and reports on media, 
public outreach, intergovernmental outreach, and legal issues.



September 23, 1995

MEMORANDUM FOR HAROLD ICKES

FROM: JENNIFER O'CONNOR

SUBJECT: TOBACCO UPDATE

Highlights of the attached memorandum, and other activity this week include:

Ford bill was introduced and received little press attention.

The Short Term Scheduling meeting agreed to put three events on the President's

The Southern Baptists, National Association of Evangelicals and the United Jewish 
Appeal each indicated in meetings this week that they want to help with our initiative.

At a meeting with Pat Griffin, Marcia Hale, Chris Cerf and myself, we agreed that the 
intergovernmental shops should draft a model resolution supporting the President's 
initiative. Marcia will then ask various state and local elective bodies to pass the 
resolution. Pat is convinced this will not stir up any trouble on the Hill.

Rep. Baesler is working on a bill that will require retailers to have an FTC license in 
order to sell tobacco products, and that will remove FDA jurisdiction.

Future Farmers of America met with the Department of Agriculture this week and 
indicated that they want to be supportive and involved in our initiative.

Attached is Andy Hyman's weekly report on our tobacco initiative. It describes the Hill 
legislation introduced by Senator Ford and reports on media, public outreach, 
intergovernmental outreach and legal issues.

This week Canadian Supreme Court struck down Canada's total ban on all tobacco 
advertising. The court's opinion in Canada, however, says that it would have upheld 
restrictions on ads aimed at kids, or restrictions on images. It held merely that a total 
ban was too broad. In this way, this decision makes our rule seem reasonable.

THE WHITE HOUSE

WASH INGTON
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The American Academy of Pediatricians is meeting on October 16. Marilyn Yager is 
requesting that either the Vice President attend the meeting, or the President do a 
satellite address to it. This request has not yet been approved.

Novemebr 9 is shaping up as another potentially huge "Tobacco Day." The American 
Academy of Physicians is asking all their members across the country to go to a 7th or 
Sth grade class to discuss smoking on that day. On the same day, the Future Farmers 
of America are meeting in Kansas City with 40,000 kids. Marily Yager is putting 
together a proposal that the President accompany a physician to a class that day and 
also satellite in to the Future Farmers to address the kids on tobacco. These requests 
have not yet been considered by Short Term Scheduling.

schedule in October and November: a children's event to be aired by the Nickelodeon 
cable channel and hosted by Linda Ellerbee; an East Wing event with the groups that 
support the initiative (the Future Farmers, Southern Baptists, retailers, anti-smoking 
groups, PTAs, etc.), and an event with parents and teachers.

In mid-October, the President is travelling to Connecticut. The Communications 
planners are searching for a tobacco event for him to do while there. This event has 
not yet been addressed by Short Term Scheduling. In addition, I have given HHS a 
list of cities to which our principals might travel, so that they can point out any great 
tobacco events that could potentially be worked into their schedules.

Finally, our next meeting is scheduled for Tuesday, September 26. Many staff who attend the 
meeting will be away for Rosh Hashana on Tuesday. I think it may make sense to skip the 
meeting and meet as scheduled on Friday. What do you think?
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September 22, 1995

MEMQRB

Harold XckasTO:

kht to^he G
FROM:

General Counsel

Tobacco Report 3SUBJECTS

LEGISLATIVE

♦

♦

♦

♦

♦

This bill

FDA is expressly prohibited from regulating tobacco 
products.

Office of the General Counsel 
Washington, D.C. 20201

On September 20, the Senate completed work on the
Agriculture appropriations bill without including any 
legislative language affecting FDA's proposed regulation.

Cigarette vending machines are allowed if they are in 
the constant view of the retailer or if they are in 
settings that restrict the presence of those younger 
than 18, such as bars or employee lounges.

If at least 15 percent of a publication's readership is 
younger than 18, the publication cannot accept 
advertisements for tobacco products.

The penalties for a state's noncompliance is reduction 
of federal grants for drug prevention and control 
activities.

Billboard advertisements for tobacco products must be 
more than 500 feet away from any school.

Rep. Scotty Baesler (D-KY) is reportedly drafting a bill 
requiring that retailers have an FTC-issued license in order 
to sell or distribute tobacco products, and expressly 
prohibiting FDA from regulating tobacco products, 
should be ready for introduction within the week.

Andrew D. Hyma 
Special Assist

On September 20, Senator Wendell Ford (D-KY) introduced the 
Tobacco Products Control Act of 1995 (S. 1262). Its 
principal provisions are:
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MEDIA

LEGAL
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OUTREACH

On September 22, USDA staff met with representatives from Future 
Farmers of America, who expressed interested in supporting the

Kessler interview with CBS's popular Sunday Morning on 
September 22 for broadcast on September 24.

The White House Office of the Public Liaison met this week with 
representatives of the National Association of Evangelicals, the 
Southern Baptist Church, and the United Jewish Appeal to discuss 
the initiative.

Introduction of the Ford bill received minimal national 
attention (AP, Wall Street Journal) and even low-key local 
attention (inside story in Courier-Journal).

The Canadian Supreme Court ruling invalidating the Tobacco 
Products Control Act's advertising/promotion ban (see below) 
also received low-key national attention (wire stories).

Researchers at Columbia-Presbyterian Medical Center in a 
study funded in part by the tobacco industry (the Council 
for Tobacco Research), made significant discoveries about 
the physiological effects of nicotine. The finding, 
reported in the September 22 issue of Science, could help 
explain the addictive qualities of nicotine.

The story is receiving moderate attention (AP, Washington 
Post, Wall Street Journal, USA Today).

Shalala roundtable with women's magazines in New York City 
on September 27 has been set up by HHS public affairs.

Mitch Zeller (FDA) met with the Christian Science Monitor 
editorial board in Boston and is doing other local media in 
both Boston and Denver.

On Thursday, September 21, the Canadian supreme court struck down 
sections of the Tobacco Products Control Act (TPCA), a 1988 law 
which banned all advertising of tobacco products in the Canadian 
media and required health warnings on packages. The suit was 
brought by RJR MacDonald Inc. and Imperial Tobacco Ltd.
Specifically, the Court rejected sections dealing with 
advertising, trademarks and labelling as being "inconsistent with 
the right of freedom of expression."
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initiative.
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SBA, HHS,

A resolution supporting the tobacco initiative (or its goals) is 
being drafted which will be passed by state and local 
governments. The White House and HHS Intergovernmental Affairs 
offices will meet next week to discuss how this should be 
accomplished.

INTERGOVERNMEN*]

Staff from Veterans Affairs, USDA, Labor, Education, SBA, HHS, 
and Transportation met on Tuesday. The agencies are identifying 
their Department’s constituencies and, once given a script and 
background material, will begin calling the groups to provide 
them with information about the tobacco initiative. The
Coalition on Smoking OR Health will contact the groups interested 
in actively supporting the initiative.
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September 26, 1995

Dear Comer:

Sincerely,
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Comer Boyett, Jr.
Boyett, Morgan, and KiHough 
Post Office Box 806
Searcy, Arkansas 72145
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Thanks for your letter of September 22 and for 
sharing with me your thoughts about many of the 
challenges we currently face and of the general 
political climate in our nation. As always, 
it's good to know what you think and to have 
your perspective.

I hope you're well, and I look forward to 
seeing you soon.
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September 22, 1995

Dear Mr. President:

The President of the United States 
The White House
1600 Pennsylvania Avenue 
Washington, D.C. 20500-2000

We are seeing an attempt to project as a main stream philosophy that only candidates of certain 
religious persuasions are acceptable candidates for public office. Whether one is morally fit is the 
criteria rather than the ability to adequately perform the duties of office. These sort of sentiments 
have been around for a long time but have not assumed the mainstream perceptions which certain 
groups are now trying to achieve with repetitive television, radio and other communications. It is bad 
enough to have somebody judging you from the pulpit but then to have to have a second life also 
subjected to judgment by some self appointed wizard seems almost too much for an ordinary elected 
official to have to bear. This is not to condone abuse of office powers such as Senator Packwood 
got into but people should realize if they want to elect a Pope they go to Rome, if they want to elect 
an official they go to the ballot box.

If you feel like you have been put in the pillory, take heart. I am sending you under separate cover 
a little book titled “The Book of Insults” and I think you will get a real kick out of reading it. The 
particular section on political insults should give you some succor and lighten your life somewhat to 
know that others in office had somewhat similar problems. It does seem extremely strange and most 
difficult to justify the attacks on you. The economy is in good shape, folks are prosperous and 
foreign affairs appear to be in reasonably good shape considering the fact that you are always going 
to have national interests at loggerheads on many issues.

LAW OFFICES

BOYETT, MORGAN AND KILLOUGH, P.A. 

ATTORNEYS AND COUNSELLORS AT LAW TELEPHONE: 501/268-2404

FACSIMILE: 501/279-3877

405 WEST ARCH AVENUE

P.O. BOX 806

SEARCY, ARKANSAS 72145-0806

COMER BOYETT, JR. 

JAMES MORGAN 

LARRY KILLOUGH, JR

Some areas which would seems to be critical to bring about a re-election victory for you might 
include labor unions. Surely, the have now awakened to the fact that they are going to have to do 
something about the labor movement to strengthen it; to have new leadership, new blood and to 
support Democratic candidates. I get the sense that, that movement might be coming to the surface.
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Respectfully yours.

__
Comer Boyett, Jr
WASP.

Additionally, the poor and the uneducated have also got to have a wake up call and realize that they 
are going to have to do something to protect their own interest by the ballots; they are going to have 
to get out and vote, they are going to have to persuade other to get out and vote or otherwise a 
Republican congress is going to strip all or most of all the programs which would provide assistance 
for them to help themselves and those programs will become a thing of the past.

With reference to the foreign affairs why not have the opportunity for United States military ground 
a00i<TnPd to either NATO or the United Nations. This would be a voluntary 

act on the part of the military person and there are several advantages. This way we can keep the 
theory that the United Nations/NATO as a world wide peace group and the United States as not the 
only one trying to keep peace. By the same token it should satisfy the United States citizens that any 
group of land forces which we furnished would have been on a voluntary basis by United States 
military personnel who volunteer their services in the first place. There may be some need for 
financial inducements in that regard but I don’t think the American public would have any objection 
to that.

There are many challenges but there are always solutions and think how boring life would be without 
challenges.

/

fnrfps tn vnl

I know you are deeply involved in the Medicaid and Medicare programs but there might be a couple 
of issues which could be addressed which will give the American people an alternative to think about 
rather than grinding away on the entitlements. Why not come out, as a budget balancing measure, 
a proposal to imnoSP! a qirtaY.nn incnmp qf recipients nf fftdnral pdiiratinnal funds after their 

A graduation. This would eliminate all of the problems of attempting to collect on promissory notes 
jor other agreements which the recipients have signed and would give a strong note that these funds 
/are going to be collected and would reduce the deficit spending over the long haul. While the amount 
'of money in actuality is small, the public perception of physicians driving off in BMWs after 
graduation and never repaying the loans is a little piece of sand in the craw.

CB,Jr.:kl
45.C88
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Dear President Clinton:

Sincerely,

/

■7ft'

Bi

7 Gordon B. Hinckley
President

It was most gracious of you to extend this invitation. I want you 
to know that I deeply appreciate this kindness and would have enjoyed 
being with you.

I was advised of your invitation to have breakfast with you last 
Monday morning at the White House. I regret that I had to excuse 
myself because of a very heavy cold. I just completed a very extensive 
series of meetings in England and Ireland and apparently picked up a 
virus somewhere along the way.

president William Jefferson Clinton
TbeV^hite House

Washington, D.C. 20500

THE CHURCH OF JESUS CHRIST OF LATTER-DAY SAINTS 
<7 EAST SOUTH TEMPLE STREET

SALT LAKE CITY, UTAH 84I5O
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Law firm with Latin beat I

Client list reads like rainbow coalition
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TWIN POWERS: Carmen Pacheco (left) and Betty Lugo 
at law offices at 1 World Trade Center, cj. zumwmt daily news

TELEPHONE: (212)432-9200
FACSIMILE: <21 2) 432-9332

ONE WORLD TRADE CENTER 

SUITE 2961 
NEW YORK, N.Y. 10048

... 1
:?

Wednesday, Decembers. 1993

Pacheco & Lugo
ATTORNEYS AT LAW

WOMEN C3
BUSINESS

h

SPORTS ★ ★ ★ ★ FINAL

< . . J '

-

a comfort zone for the Wall Street types they repre­
sent.

Pacheco's previous experience includes a stint at 
the Wall Street firm of Carter. Ledyard & Milburn, 
where former president Franklin D. Roosevelt 
served an apprenticeship

Lugo worked as an assistant district attorney in 
Nassau County.

Clients come in all shapes and sizes. The presti­
gious list includes Chemical and Citibank. N.A.. 
along with the Mexican, Peruvian and Paraguyan 
Consulates. It also lists Chinatown businesses, the 
largest tortilla manufacturer, and the second larg­
est trucking firm in the city.

The list includes many women and minority- 
owned small businesses, as well as various city 
agencies.

They say they wanted to fill the void for high- 
quality legal services at reasonable fees and. in 
particular, to help the Latino community to thrive 
economically.

The journey isn't without its bumps, says Pa­
checo.

"But we re here. And we made it." she smiles.

'BEStOSff HAS SKM 
/s/i/45

cance is just starting to dawn on them: They say 
they’re just two 30ish women friends, with similar 
educational and cultural backgrounds, who met in 
college and decided to start a law firm.

“In college. Carmen would draw sketches of an 
imaginary building, with a promenade in the lobby 
and a place for helicopters to land. She'd say. 'This 
will be our law firm someday.’ And I'd tell her she 
was crazy." recalled Lugo.

They credit a strong family life with an emphasis 
on education and self-reliance for much of their 
success.

"My mother always told never to roll over, never 
to give up and to study hard," said Lugo, who was 
raised in the Williamsburg section of Brooklyn.

A sumptuous painting of 18th Century women at 
leisure and a stately Chippendale desk welcomesa 
diverse array of clients to the 29th floor law firm of 
Pacheco & Lugo.

Antirnie furniture dominates the decor creatiny

By SONIA REYES____________________________________
Daily News Business WMer

The image of Queen Isabella, successfully 
launching an expedition to the New World, tugs 
like a talisman on the hearts of Carmen Pacheco 
and Betty Lugo.

Pacheco and Lugo embarked on their own jour­
ney through uncharted territories to open an inter­
national Wall Street law firm in 1992. the year of 
the 500th Quincentennial, with offices at 1 World 
Trade Center

The two Puertornquenan pooled their life savings 
to start up
the first- 
ever — and
only — La­
tina princi- 
paled law
firm in the
city.

And yet 
this
ground­
breaking
s i g n i f i -
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If It Ain’t Broke !
»
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By Herbert Stein
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T tremely so. (People think* that 
cause I am an economist I havfe
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ex-

have more complex tax returns.

s too late. In another generation, in ’

ly debit his or her bank account.
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table contributions, for medical 
penses, for mortgage interest and so

as. evidence that the tax must be 
very complicated. But specialization

i

i

payer to list all his deductions and 
sources of income. The deductions

I
'i

if nwe 
than seven 
dmxdems.

J
EON ROST H
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ceptionalj ability tor forecasj interest 

understand the income tax. Unfortu-

good society, the compliance-fcbsts 
are not too great

tentionally misleading, for two rea-

notion of the purpose of the tax sys­
tem, and second, at reflects an exag­
gerated impression of the costs of
compliance.

One can ask whether a pencil is a
simpler writing instrument than a
word processor. The answer obvious- . 
ly depends upon the purpose for that is a return to capital, would be 

. •  t »t • - - ■ * « — — « • « - a

the object is to do a crossword puzzle,

write a long document, revise it along rate whether the dollar accrued to a

charts and footnotes, make a clean a person with $1 million of income,
copy and store the work in a small Gephardt cannot achieve the same
space—the computer is much the degree of simplification because he

comes with a thick instruction manu­
al.

Moaning about the complexity of
the income tax assumes that the ob­
ject is simply to raise about $600 bil­
lion of annual revenue. If that is the
object there surely are simpler sys­
tems than the federal income tax. But
suppose that the object is to raise that
much money in such a way that the *
higher the taxpayer’s income is, the 

higher the proportion he pays in tax.
Most of the radical alternatives to the 
income tax that are how being pro­
posed gain much of their simplicity by
giving up the attempt to do that, or to . '
do it to the degree that it can be done
by the present tax system.

uui so are other responsibilities of i 
membership in this society, like jury 1 

. ------ duty, voting and, if necessary, serv- 1
used the assistance of a paid tax-pre- ingin the armed forces. If, as I flunk,

Pro^ressiye taxation is a featureof a

X

,a

A
s’

’•i •

Don’t Uy to Fix a lax System That Is Doing What America Wants ;
 

is an aspect of a highly developed 
economy. We no longer grind our 
own-flour, cut our own hair, or repair 
our own automobiles. There is no 
more reason to expect thateveryone 
should do his own tax return than 
that everyone should be his own Car­
diologist. ;

Of the 35 million people who file 
form 1040 and do not take the stan­
dard deduction, probablytabout 10 
million do not feel the need for help 
from a paid tax-preparer. I~will give 
myself as an example. My retuni for 
1994 came to 34 pages of schedifles,

but because I have a large’variety of 
income sources, expenses-and de­
ductions. I encountered some prob­
lems in filling out the forms, but I_ 
found the answers in a few para­
graph of a book that I bought fori un­
der $15 and that is smaller and 
clearer than the manual for my com­
puter. Then I used a computer pro­
gram costing around $30 that guid­
ed me step-by-step through-my 
entries, called attention to any dis­
crepancies, did all the calculations 
and printed out the results. When I 
was through I felt that I had met a 
challenge and had learned something 
about my own finances as well as 
about the income tax.

limited form by exempting from the 
sales tax some kinds of purchases 
believed to bulk largest in low-in­
come budgets.

 Sens. Sam Nunn (D-Ga.) and Pete 
tax are commonly used as reasons for Domenici (R-N.M.) have a plan that

while promoting savings. But their 

J con­
sumption is no way to achieve sim-

ihiiar <l|

sr—

and salaries but also interest, divi­
dends, capital gains, self-employment 
income, business income, rental in-

A

ILLUSTRATIONS BY DAVID MCLIMANS FOR THE WASHIN§TON>OS1

[he difficulty of filing an individ- that kind of income at the same rate
ual income tax return does not as on wages and salaries, which re-
i ) c existence,Qf a that he report all that income.

schedule of five .different tax rates. The question before the American
The IRS provides a table that relieves people is not whether they would
SSli a simpler tax system. Of course

3 012 500554-03^3168

Il 040 j rTiSiviiSjM 

ttwy< JamMry.t-OmfflHr 31, 1»

I may be unusual, bu£ jjdt ex- ■’ 
tremely so. (People think, thaf be­
cause I am an economist I have ex- 

rates and the stock market ahd to 
. J < « . • • _*■ _•»

nately, that is not so.) Over’one- 
fourth of all households now.-have 
computers, and the proportion jhust 
be higher in households that Jjave

94|

Pi

solete, as.will the post office;X;
The flat-taxers have coine-along 1

UfA ___________ ’

Newt Gingrich’s brave netf world of 
high tech technology, all'economic

uwiiv uui uiuiviuuais list ail tneir U.c icucxai UUI cuuc. dui, • r • I • .
sources of income—not only wages «« fact, few taxpayers have anything ed tinancial instithtions,

as on wages and salaries, which re-

The question before the American 
people is not whether they would

in order to achieve greater simplici- 

d^irtions-fortoespaid,forS CTassly’ howmcAIdditfoStaTSe comPlex^^ms- Weare-r^g

in order to achieve greater simplici- ^>een u8*11? computers since kinder-
A— - ----- xT. v - GTriT“4'On wmII-----------J— _ - .<f

, j , ’ . ----------------r uicuidCJVCS dliu, eSDeCiailV ?----------------------- ”'***'*'*• "Chardt s proposal would do that, except for the higher-income taxpayers who found 1116 difficult- By
tor that most sacred of sacred ■ —.t------- . ...... .
cows—the mortgage interest deduc­
tion. The ideal of eliminating the de­
ductions raises howls from the expec­
ted sources, but it is a route to
simplification, if that is the main ob­
jective.

HE COSTS and difficulties im­
posed upon taxpayers in com­
plying with the federal income

a radical change in the federal tax sys- theY say preserves progressivity
tern. They lead Rep. Bill Archer, - ------ *-1T 
chairman of the House Ways and proposal also shows that taxing
Means Committee, to say that we r’. .
need to tear the income tax out by its plification. The taxation of consump-
roots. We are offered as simpler re- don at a progressive rate—i.e, the
placements the Armey flat tax, the more t}ie consumption, the higher
Gephardt 10 percent tax, the value- dre rate—requires a more compli-
added tax and a national sales tax. c3^ return from the taxpayer than

I believe that all this discussion is die taxation of income does, because
seriously mistaken, and possibly in- requires a calculation of savings , ; -
tentionally misleading, for two rea- that can be deducted from income to not because my income is;so l^rge

sons. First, it implies an erroneous arrive at consumption.
The Armey flat tax achieves a

high degree of simplification by not
requiring the individual taxpayer to 
report and pay tax on any income
other than wages and salaries. All 
other income, which is essentially
the quarter of the national income

which the instrument is to be used. If . taxed only at the business level and
the object is to do a crossword puzzle, at a flat rate. Thus, a dollar of divi-
the pencil is' simpler. If the object is to dends would be taxed at the same
write a long document, revise it along rate whether the dollar accrued to a
the way, check the spelling, insert person with $10,000 of income or to

copy and store the work in a small Gephardt cannot achieve the same

simpler instrument, even though it wants the individual to pay tax on

In 1993,114 million individual in- t''ansmiitted to the IRS computer

come, pension distributions and any- these 21 million were filed on ®ach mdividual taxpayer and instant­
thing else they have. A sales tax 1040EZ and 28 million on 1040A, g 1' '- 1.
would bypass this problem by making both very simple forms. The basic 501116 P60?16 will miss the fufl of do-
j A ._ a — _       t ® • • • a 1 A _ -1 1 — - 11V 4 •—X aaaa * —A* —— 1 A V Y j

ers to file any returns at all. But that taxpayers, but of these half took the P086 they will find other amusement '
would also eliminate any possibility of standard deduction rather than item- For the present, compliance with the : 
progressivity except in a crude and lzinS their deductions. These were income tax is burdensome, to some, i 
ar ,__ , jr~7 T :------—------------------ cuom vcijr aunpic leiunis.
Hertert Stein is a senior fellow at the Almost two-thirds of all the taxnav-
Amencan Enterprise Institute. His - 
latest book, written with Murray
Foss, is “The New Illustrated Guide
to the American Economy" (AEI
Press).

<»• <*..- «TCJ
middle-income people willing to pay ' ? ?eneration of children wher iave . 

r _. , ”” — •** w auueve Kicaier siniDiiCl- ”--------- •—»“•***■*-*
ty. for,themselves and, especially, &T?™

their time the postcard, of which the ! 
• flat-taxers are so proud, wilfbe ob-

o how complicated is compli­
ance with the federal individual 
income tax? Some people like to

frighten us by pointing to a 10-foot
The basic difficulty is the require- shelf of impenetrable language that transaction-; will 1

ment that individuals list all their constitutes the federal tax code. But, ;

to do with that.’ ' ° whence they will be electrbi i^ity I
t < ** *> -* — « * .. .. i ncmif f azi a-k T D O a. _ _ I
1.. **-» UUU1VH UlUJUUUai Ul” .. ... , ----------—

come tax returns were filed. Of that will calculate the tax liability of

thing else they have. A sales tax 1040EZ and 28 million on 1040A,

it unnecessary for individual taxpay- form> 1040> was filed by 65 million “ig their own income tax, but 4 sup- ! 
Pre tn filp nnv -JI D..* tSYDJlVPrQ hut nf thocA hiK frwJr DOS6 thPV Will find nfFior ♦

would also eliminate any possibility of standard deduction rather than item- For the present, compliance with the

probably also very simple returns. But so are other responsibilities of i 
A1_*__x a . ti •_ i . z • «•• •• I

ers filing the basic return—1040— duty, voting and, if necessary
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WHO WILL FACETHE MUSIC?
Urhen it comes to the nearly broke Social Security system, virtually nobody.

By Elizabeth Kolbert

o"rfJ;l^ge,n^f™n^g«n|:j’t>on»l inequity. Notonly trough Soria! s:curity
nu lopFoich the ticket tible. It it > Wcdncday night 

weeu before final* u the College of Willitm end

from

It It dll, pattern of mdvetme tltt, du foondw, of PAC 20/20, with their 

ewkwerd if well-intended emeteuritm, ere trying to challenge. '1 hey are nr t, they 

mist, interested in generetionel werfere — "my grandmother', a big eupponer," 
Klein pohnt out - and even if they were, it'e doubtful their elder, would notice. 

Uut though they are now a straggly group teiving a ,pedal interest that doetll'l 
(AAAI AtlSAA.allM insavaeiad ... .t • ■ . . .

I

wptcully tnterMid, time, in t morbid tort of w, is 
fiscal polidei that have favored the elderly at the exp<

jmmlmmtts. U>! the deodes u> which we ignored — out of fear, mauenti 'n and 
just plain selfishneu — the real risks posed to the nation’s funne.

. , , . - ’ ■ W ....v-a^-we ,, Hit. KVPI.I. UU&i.
winner and textbook author, declared: The beauty about aorial i,

Itandardr, thia PAC is peanuts; it operate, out of Klein’, bedroom and

ElinJxlh Kolbcn nportt on medio ond yolitia for The New York Tima.

'h
ss

I

I

budget of more than $300 million.) 

America, it is often 1

potilied action cotnmiltee dedialed to protecting young Americans’ naira in

 ? was founded.

. -  the real risk, pined to the nation', funne.

■WKmNG IN NEWSWEEK IN raw, HAUL SAMUELSON. THE NOBEL P1UZI; 

that it i, «SMm«^r uniound. Everyone who rcachn" retirement age i- gi'-- 

benefit privilcccs that far « •nJ. j

i Body Guitet i goes into bis 
big, burly 22-year-old with a 
i clutching a stack of fli-. L.

I
I
I

i
i

AMA SimtA IS gnu. WARMING UP WHEN THE I'lRST 
student,
a few i  

Mary and everyone ,ecm> to be wearing the tune ludf- 
sullcn, half-somnolent look iltat is Generation X’> answer 

; to cost them $3 to 

 some are about to 
into bis stiiel. 

tie Ethan 
a track of flier, in one irand and

for the elderly* the Federd Government has. over the bst several, dewdes. 

effected ail umuense Uwitftr of wealth fiom one group of diaem io another, 
from youDf* working Americans to retimes.

Pditiehm on both tides of the aisle, who ire usually quick to exphit any 
pownual "wedge" ww, have been extremely wary about even acknowledging 
this one. In fact, they have done their best to avoid it altogether. Even in the 
Alinpait, risk,,. Aira. LI . L..L .'J.. I...........rr B

which Democrats call cruel impositions on the old, would make '.nly a 

marginal difference in what the system already costs the young.
T* i. thlc —***---— — r -----#___ -i < t • *

o. everyone wno roacnes retirement a^e ir given

beneficence h paraible, he went on. because “the nation J product is growing 

»t compound interest ,nd ein be expected to do xo for „ f,r „s (|,c c.x. 

c,nnot ,cc.... A growing nation 1, the greatest Ponzi game ever comi ived," 
When Samuelson was writing, the United Statu wat jun coming to the 

Amcri^i.isoftenHmen.eAbM.increa.inglypoW^^^^

one ^"’P »’ •N ioo t«dy to assume that us interests «re being inimpled by Both locial Security and Medicare were eone«wd in • t
anoiher. Over the last few years, fierce battles have been waged over affirmative optimism tluu infuse Samuehon’a oft-mockcd oroie- rl c J* k

teem «P«ria«y interuted, time, in a morbid .Ort of way, is on their rid-. The 
nmc fiscal police, that have favored the elderly at the exper.ra of the voung 
lure also brought the nation', social insurance syitcni to die verge of ruin. The 
number, can be juggled for a few more year, — 5, maybe 10 but the ,y tem i> 
going to have to be reconitnicted, and at enormoiu cost. And when the c. .imiry 
doe, finally get around to reckoning It, our sente of wluu the 1980’s ar.d 90's

making an effort tn deliver diem in a suitably grave tone. 
Unleu current laws are ehanged, he warn, the studenu, who 
have naned sunvputiously to finger their wallets, their 

generation will be totally shut out of the Social Security 
l ayxiem. So much is being ,ocnt on current retiree that 

entitlement, and imcrct on the national debt will contume 
| thcentireFcderalbudgetbytheyear201ZAfewycanlater, 
( Social Security will srait eating up its tesetves.

! “And, in the year 2029 t- the»e are Government 
number,,'* he continue,, “the syitcm will go bankrupt. So 

Il’s km mint m our generation', dire hitetesr to reform the eynetn. Because we 
will ha-e nothing, and our kids will have even leu.’’

If my of die studenu are moved by Ginlert’, exhorratkrns, they don’t show 
it; a, be i Jkr, their aullenneu aecms to harden into .cxnethini- solid, like pLeter of

mnr. than you put in; in fact, h wa, O.K. to take a lot.
Tills assumption is fundamental tn thecurrent system, bin Iims xpp?fvmly

MEDIA AFFAIRS ID:202-456-6409
 
 

hear die band’s generic grunge 
amble off when Brady Ginter i

Gintert, a K 1 1 ““ 
Hawke beard, b

THE PRESIDENT HAS SEEN 
/o/x/^

£ l   ——, ——- — ■ ■■■■■ .■■MW MM.. «V W^W.a

I to stress. Upon learning that it’s £oinp 
'j heu die band', generic grunge sound.

cystem. So much b being •penl 
entitlements and interest on the r

( Social Security will atari eating up iu tesetves. 

! "And, in the year 2029 t- these are C

spiel. 
! little

graticuliting broadly with the other. The flier, are filled with 
dire predictions about the fiscal future, and Gintert i, dearly

my of the studenu are moved by Gintert’, exhorratiwu, they don't show 
i Jks, their sullenneu seem, to harden into something solid, like plaster of 

Paru. Sul almost all of them cough up the $3, either because they are convinced 
the mine u worthy or, more likely, became they really want to f,«ir the music. 

The money i, going to PAC 20/20, which bill. Itself u the nation’, first

Social Security. (Its motto: "Foreright is 20/20") The PAC
earlier iliis year by three recent William and Mary graduate,, one of whom, 
Christian Klein, i, collecting cuh behind the ticker table. By anyone'.

consnltis a successful fund-raising event one like tonight's, wlridr net, $300. 

(Uy contrast, the American Anociation of Retired Persons has an annual 

*‘00 million.)

lamented, is an increasingly polarized nation in which
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if current polidcs we nut dunf'-d, in m 
olliei five yrsus h wiM cr.iM $28S biUton, more

«J living in nweny. in control tc ''.percent
of r.hilrlren. Today, tltote fipms »re revenei 12 percent of the elderly ire

o enralt in the dry, lUtract termi of hi* profettion, except u hen he ulki 
politici. "What'i going on down there in Wuhington,*’ he uyi.

Med.cire it to ubitanrhl u nukes the money received by. siy, your overage 
welfare mothc hnrxlly teejn worth fighting over. According to the bun 

ukvlaikm ty economitu it the Urbin Intututc, miny retircci hive received 

enough benefit above whitithey ptid into the system to purclwse o home end 

cir end ttill Imv . tomething left over. For instance, i couple with mi owner who

Does It Mean?*1 Mosf’of the contributors — historian', philosophers and 
clergymen—irgued tint “justice across genentioni" wis difficult to d-fme, but, 
to the extent it could be defined, existed. Kotlikofl. on the other hand, a.gued that

« breadwinner was making an average in 
an even larger net gain, about $250,000.

Itly be obaersed with balaneing the budget, 
toff insicts, distracts us from the real problem. 

Ar - ... f«aa teMWMA SC__ Mrbaa L- J- .a..2a.a.  -I-

fnoiosAvn • attvsn Ruble roe rat New Yeas Tinas
Ths Hew Tors Timci macacihs ( Arairsr at. toes BT 
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By 1983. j tt 16
3. • • ’ •

Months of 

which indue 

to keep ihc S« d Security s; m

ire even worse. When rhe program wm 

CTcarcd, Congress projccicd rhac ir would 

COM no more thin S$ billion « jw by 1990. 
bwt ywr, it ran ro $1S9 billinr. and the 
Congrescioml Budget Office estirnHCi that

7’/

ii'

made the nuxit turn wage t 
who retired thi year cine 

wner paid in. couple w 
About 525,000 X- can expt

This kind of return r 

Sanuebuu and others had 
it ir. not, because of seven 

starred living larger and o 

stagnate. And ibdly, mate 
evei-growing n imber of 
hncifTi give wa r to the

(ght be fine if the Ponri scheme were working u 

nagined, but, u most Americani are by now aware, 
[unforeseen developments. First, older Ameiiams 

esuming more benefits. Then, real wages began to 
fl of reproducing st a rate sufficient to provide an 

’ era, Americans stopped having children; the baby 
bust. Together, these factors have sliifted the

■’y

j

n

I. •J.

system would build up reserves for a few 
decades — this is the Social Sre. rity tsust 

hind that has rwelved so much attention 
recently—and then start to depict them as 

the baby boomers retie cd. Every lew years, 
however, the projected date of insolvettcy 
has moved up. The latest date is 2050.

Meanwhile, Ikiwm.i prestinc the ntob-

bcei. forgotten or suppress d in the intervening years. Until recently at least, 
sms for the poor like t «l(ete or food stamps were called entitlements, but

programs for the elderly toid to be viewed as genuine entitlements, benefits 
people have earned during t tetr working lives and are entitled to get back when 
the) retire, just as one is Mtitled" to money one has put in the bank. A recent 

survey for the American Hospital Associuion shows diet 72 percent of all 
Americans believe that retire s collect Social Security as “benefits their taxes have 
already paid Ivr," and dial $)> percent believe the same about Medicare.

But the windfall the average senior eitlten gets from Social Security and

considered poor, compared with 20 percent of the nation', children.

IJ.XRY KCmjKOFF' I CAS SPENT. T|m LAST SEVETAL YEABS 
full time over the inequities of America's pay-as -you go social inauran. e system. 
A slighu earnest man. Kotlikoff teaches economics at Bo-ton University. He 
rnnds to (peak •L“ J-*-' -**-•------ /_ •. . .
about | _ 

“conin'tutcs reckless endangerment of the next generation "

I met Kotlikoff in his office, which oyeriooks the Charles Rr cr and is 
decorated with drawings by his S-year-old son, Alex. I had come aerost his work 
in a volume published in 1993 by A.A.R.P, “Justice Aeron Ceneratir.ru: What

Samuelson's rosy prediction, the Social Security 
system was alrc dy in setiousjenough trouble to prompt a much-publicited crisis. 
at^...L. _r —kj-. .. ir'..:„t urn —, ••con,prom;lc- to IIVC

tax. This compromise was supposed 
I vent for al Irot 75 ye.ua, or until 2058. 'Ike

than the nation's dtfense budget.

Social Security and Medicare have suc­
ceeded wonderfully in achieving their origi­
nal goals: to insure Americant against desti­

tution in their later yean. But tins very 

success, looked er from the persprctiva of 
the young, it less than entirely cheering. 
Excluding payments bn the national debt, 

spending on the elderly now accounts for 
roughly one-ball of the Federal domestic 
but^et. It is, on the whole, young people 

who are being asked to foot this bill, and it is 

also young people who are now iriust likely 
to be poor. Tn 19"0; almost 25 percent of 

Americans over 65 were officially classified

under Social Security—$61200 in 1995 —nod 

to get about $240,000 more in benefits than the 
IwMkolaMaaneWAaa aMaLjM* am '

evei-growinge imber of workers,

boom gave wt ' to the baby but . _______ ______________________ ______

equation dram tically. In lySO, there were 100 workers paying into Social 
Security for eb y 6 beneficiaries; by 199ft there were 27 beneficiariet. By 2030, 
thete will ba 4: benefieiarieg.

‘ ... .................. -aftcrSwn ' '
iidowugh

neg xiationt on papitol Hill produced
idea > atiff increase in the payroll tax. Thi

Sot il Security t) item solvent for st lent

in economic terms nt lea.it the phrase was aimple to define, and that in those tenns 
"justice acron generations” definitely was not being done. There needs to be. he 

wrote, “a frank recognition of the aero nun nature of generational polir r, namriy 
rlrat helping one generation is likely to require hurting some other.”

At the root of Kotlikoff s anxiety is a matter of accounting. America may 

currently be obsessed with balancing the budget. Inn meh »i obsession, 
Kotlikoff insists, distracts us from the real problem. It’s not that he is a free 

spender — far from it — rather, ho is convinced that the budget deficit is a 

grossly inadequate indicator of America’s real economic woes. Pie deficit 

measures spending on a year-by-year basis, when what is needed is a l .ng-term 
measure that rakes into account rhe spending commitment! the Government 
has made far into the future. When these commitments arc tallied up. the deficit, 

estimated at some $160 billion this year, suns to look like tmill change. For 
Social Security alone, the “unfunded liability" — the difference between the 

benefits the Government expects to pay out and the taxes it expects to rake in — 

is estimated at more than $7 trillion.
To focus attention on the problem. Kotlikoff and Iris colleagues have 

come Up with their own method of accounting — “generational accounting.” 
By this method, rhe budget would be In balsnce if each generation took out of

’ / . .

Meanwhile, however pressing the proh- 
lenM with Social Security, those of Medicate

created, Congress projc< 

COM no more thin $$ bill

tnnfl ii ibf tlr wnlnfund rniilnf rwnlfor PAC inftMt k dtdietted tn fitatecling t)>tyouNgf»
stntr.tio^ttukt in Sc MlStcnrit,. Ifwi don't reform the yum. uyi me mmbrr, "wt willhnt nothing. “

I —— —■——— ■—- r—— --------------------------------

programs for the poor like s «lf«te or food stamps were called entitlements, but 
few Amerioins thought tht ' were really owed to their recipients. In contrast, 

the elderly tqtd to be viewed as genuine emidema
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Gcnhardt  ̂words are exactly what cown- 
lember* like so hear. Not because tb-.y *rv

nr npno’.!‘c 
a kindly ma;«na;-. with

.-J ; 11

may be older, he wys, but that does no1, •nean 
it is insensitive to the cnncerits nf the y.-*unt.

« ,

caxc/ttion and cbildrrn'i hcahh. Meeting fbtftcgvah tvubhwt thv Gcn^nmantan arlta $800 biliinn^yfar.

»l dill virtindlv 
was dronped. 

’> metho! but

I

V. W inwoowc me notion tiut tnose benehts are hemp paid w ar 
the expense ol diwe win, we younger. Young or old, most of uj would pr< fcr to

printed up each year after the conference in « phone-book-sue volume. Its 

pages arc full of talk about increasing spending on Medicare and c,n ednr .tion,

>•■ was

wn coniiDue to pay these bills if .... - — -------------- vwmvih »pcnuing jMtiems
would bankrupt future generations. Tn m’d-Decetnber. the iwtmissivn produced

■s
58

Photocrafh st David BuxKtrt/Coxiact. ton Tur Nrw Yn«it Iimcs

Bi

..... 
«in, and ceitautly not with tiieir vwun of themselves, co think that they arc 

receiving benefits far in excess of wlwrt they couiiibutcd. Thus, it s not

fh" 4t °"j jP^C0,‘ ?^e arrane*m*nt ^“kes the Invited spealu

ihai most of the speakers seem only too happy to indulge.

With the exception of Senator Bob Kerrey, who occupies a prominent 

r on AAXP.’s cncmicj’ list, the speaken all either play down or sidestep 
inAr,«,*nnl„ .r<Drh>.4 ...t.^. .1 . , t ,

younjer gcncrinon., Riclurd Gephwdt, the Houie minority lender, leknt up 
the issue only Ion, enough to diuuue it. "You get all due vgumeni

:rs*l support (or ther.*' 
then JO million nieii.'..... 

the nation's largest l.4>by.
inf, organinarinns and, afrr. the Iiolir 
Church, the largest oq

nr a 95 i crcent cur in Social Security paymnms, or some combiitaiion of these. 
Every year that goes by without such changes adds to the generational deficit 
and inrl.es balance that much tougher to achieve. If, for example, we wait until 
2001 to make the necessary fixes, Kotlikoff calculates that Income tax rates will

IB

the system no more than it put in. It has won a fairly wide following in 
economic circles, and even sonic small renown in Washington. Foi three years, 
the wiutc Moure included a section on generational accounting in its budget. 
This year, however, when the President proposed a budget that did virtually 
nntlsing tn remedy rhe generational imbalance, the section was dropped. 
Members of Congress have also expressed interest in Kotlikoff's method, but 
when l.e runs the numbers for their proposals, as he did for the Senate 
Kepubkans' plan this spring, their interest, too, tends to wane.

‘'X'.'c had this whole balanced budget debate," he says in a voice choked 

with ftustrauon, "and there was a lot of reference to the next generation. You 
might > k these guys. Why is it if they're concerned about the next generation, 

they don’t want to measure how we're treating the next generatioof”
Kntlikoff's numbers are indeed frightening. For retired Americans, 

generational balance is virtually impossible to achieve, since they have already 
|wid ni'.isl of their taxes. But even for the yourigctl Atnerivans, achieving 

generational balance would require truly drastic action — ait her an immediate 
Federal income tax hike of 52 percent, or a 70 percent increuc in payroll taxes.

allot most of the speakers seem only too happy to indulge.

oi» ----------------------- ------------------------------------------------------
the mCFcaxmgly awkward qiiwcion of wlwt the gruup’i agenda mean! for

iilli,
sl-HH .■ s? « 

i

have to go up 63 percent, or payroll taxes will have to rise 79 percent, or Social 

Seeutity will have to be elirninated altogether.

IN T1 IE BASEMENT OF THE WILLARD HOTEL, ONE OF WASHINGTON'S MN- 
est, AA R.P. is holding its 1995 legislative conference. The group has taken 

over the ballroom, and members of the council, which formulates A.A.R.P.'s 

Irgislitr, e agenda, are sitting at tables that form an enormous rectangle with a 

> w -- - -v......wwittrn
-r.........’--’v-r----------morc ukc A AR.P. member  ̂a prewmptirm nf intimacy

Of. wwHssieHUMt, inc J I vrUglvslv ' Olilll
appoint « commuiton to examine entitlement apending; Kaie» wuuld I z the 
hftad. TIia urltnle n*aefrwv«MM«M aaXLvk ._a j . j
. -..........—’■ r -•••»•« •* vets |/vuu uiMuaca an inviratinn ironi

the Senator to the President to join him at the movies, was typical Kerrev -. that 
is to say, inexplicable by conventional political logic. While evetyvite'cb 

running away hom the problem of entitlements, Kerrey was runrong altei

Membership in A.A.RJ'. is open to anyone over 50 —
.......bcrsliip fee — but the group's agenda largely ret.. .„ .... cciua

of those over 65. This is the generation that lived through the Dept sioii.

about intergenerational Fighting — can

i 41 '1 iiis

wc’vc got all thwc other needt?” ht 
"Well, I think tliftt'i » ettry dk. nr:inn •* 

<.............................
cilmeml ................................. .................. /

rvthlcwly idf-inutested, tndilietein to 'uturn 

genetaiioiis, bin precisely thr nppe.vr
Evten* J dumann, 78, 

a white buzz eut, ku tpent the hit ycai and a 

half m A.A.R.P.’s president and dcr.ribcs 
himiclf u * typical member. A leihed tr >chei, 

Lelltmann apeah disparagingly nf p anps like 
PAG 20/20 that ’’organize on a gcncpcional 
line,” and he >ceiw juuercly disivibe I ibui 

feme people might accuse A. A.IIP. of being 
juit tuch a group. A.A.R.P.’i mcmb’rihip

running away nom the problem ut cnutloncnt!, Kerrey wh running aftci ii.
The commutmn wm nude up of current and former Government oftieiak, 

MS weU n» M hindful of business and union leaden. By the end of Iw summti, ii$ 32 
members were able to rmdi a koad conscnsuj that current spending pahenw 
urntlld nsnutslrM fiuirax T___ 'J r-1 ’__  l a . , ° .

Recently, he tells me during a break »n the 
eonfcrtnec’s packed schedule, he vokm veccd 

iy iefve on M committee wot king to pi< $ the 
school budget in his hometown, Ma lison, 

Wit. "I signed on because I 'vant to d<mon* 
atrace that I tupport a wrong educational 

system,” he says. ”1 support taking care of our 
children and older people, end 1 think you’d 
find there's universal support for thsr.*

■> a , more ^an million meniben,
^fyrtfltajngtbcwncfmi aho targeti AA.R.P. is one of the nation ? largest lobby.

___________ ■ 'ng organimrinns and, afrei the (.!•■ holir. 
Church, the largest organized group i f any 

kind. Almost by definition, it is a mainstream organization, and ay such 
embram oil tltc contradictions of being elderly in America today

Memberslup tn AAKJ*. is open to anyone over 50 — all it takes is an S8 
Mtmwl memknlup fee — but die group’s agenda largely reflects the concerns 
of those over 65. This is the generation that lived through the Depif Uoci, 
ushered in the New Deal, fought World War II and built the countiys p< stwar 

prosperity, themes that come up frequently in conversation with metiil’rrs. "I 
was there during the Depression on a fanm when finding shelter and enoi’gh to 
cat was a problem,” Lehrmann tells me. "I saw neighbors take a horse and can 
and drive to the poor house.” They believe, and with good reason, that the / have 

akeady sacuhced and suffered a great deal: it doesn’t square with anyone's ision 
of diem, and cestaudy not with tlicir vision of thcmsclvcj, co think that they arc 
now receiving benefits far in excess of svliat they contributed. Thus, it s not 
surprising thx few politicians have the heart to ask them to give up some 
benefits, or even to introduce the notion chat those benefits are being paid out ar
IIm* AfettAaiiTM ZXI , ...I... .............. .. ___ 11 __ f * .*« z

... • «•.-’,** . *—a--- "'“IHIWI VI MJ "VWUj’ll ItriO
believe, with Gephardt, that all generations can be rakan «ue of.

Tlus belief runs implicitly through AA.ILP.’s legislative goals, wbi. h ire 

ted uo each vear after thn *. ..I.z...u :.........i____

It

■ih

ill I lilt

oil fong-tenn care tmi <m dukkoi*, hcxlih. In 1993, the National Taxi lyerc 

I Union Foundmnn, a fiscally coilswvAivt waichdoK yreup. priccc out 

r ’"d t,"t 'Fair fulfillmam would ewntuxlly sv-t the
Federal Government an extra 1800 billion a year.

! IN AUGUlr 1W5, WHEN BILL CLINTON'S FIRST BUDGET SLEWED 1IF.,DF.D 
[Of defeat, Senator Hob Keirey cxh lite vote that saved it. At the tame umt, the 

Nebraska Democrat extracted a curious cominttmenu the President ^ ould 
appoint a commission to examine entidement spending; Kai<r» wuukl I: the 
head. Tlie whole performance, which at one point included an invitation fr«vi

fl® Wma
-IgKWl .m j
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lurvivei,"

MUie. (The pair congratulated the Senator on having the courage to dive "on

Senator Bob Kerrey is blunt about his colleagues’ reluctance to face what

product
kind of

Th< Niw York TlMta Maoauhi / Avcuat at,
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!^™lll^\ “̂'^e™'>,'oundo“t«bo«nhiS.ideofth-------- 1-.

balance the budget and to provide the wedthv with tax bruit,.

. The (int argumem they eame un with w« that the cut, in Mediore 

“"'““.'n «lw me of Ft^th."JheiMeZXT.S ’X^e

Snnpaoa 63. held heanngt th« nimmer on AA.R.P.1, nonprofit tax ttan.s, 

which, be erguet, n incompatible with n, lucrative mnmgementt with variou, 

tnturanee eompames. Simplon wat among the few membeit of the entitle-

vohunes of the report, filled ..._
douhtlest made their way into J______________ _

Kerrev h famou, for hi« detachment — during the latt Preiidential 

.paign, ho aloofneai earned Wm th. nickname "Cotmic Bob" - but he ia 
at when he udka about hu collcagucT reluctance to face what they know to

among the few isiuet

Catiandra of the United Statei Senate, the role do« teem to aaiitfy Ida 

coniranan ,truk. Th« morning, Kerrey downright nlcued to have been 
J_O • CT0’d «< m^tt retiree,.

..wa, ettablithed. and in a bf open warfare
luued. At that point, the group laid it wat “appalled" that 
ttnued to ute teniort at the tcapegoat for our nitiOn’t deficit

CrtttJj _ ____________ ______
. The reaton Democrau are to eager to campaign on Medicare i, not jutt 

. .c i.,y ?ge grvup, or even
the nany $ iiluJt Joya| comtituencics. It is that

Anmrxg.”h' 1'«' ‘l.-dy been rLleetcd.

X:xXh kX;"11’" _"" ntt",,ri,y 'h' me',p'’or w Me in

Since the committion ditbanded in January, Kerrey ha> continued to go 
m aepmutc. if not to merry way. In May/he wa, one of three Sen.«

dunj

....,, j r\7: “• «• >»« «"r«d to hit office after tpeaklng to A.A.R.P. a. the 
y"-d. Afdiougl. « „ Ud to „y _._Mcdy whmk,fought him to play the

Snnpaon, 63, held hearing, th« rummer on AA.R.P.', nonprofit tax rtatu,. 
which, be erguet, n incompatible with nt lucrative arrangement, with variout 

mrunnee eompames. Simpton wat among the few membeit of the entitle- 

mem, commmmn to sign on io a detailed propowl, and this tpring he and 
Keney jointly introduced Soe.al Security legislation to raite the retirement age 

Xnl',n’'The chances of the bill1, getting anywhere 

toon, With a crucial election approaching, are approximately aero. “Our 
colleague, are .ohdly ,n back of u,.“ Simplon nr,. "way, way back."

TOR DEMOCRATS ON CAPITOI. HILI, Tltt WINTER Ol’ IMS WAS THE 
darkeit anyone could remember. It wasn't jun that the Republican, bad 

S'h X" k0UVf tlw S""'00 Prts'J™<T looked to
weak It war that they dido t have a due what to do in response. The 
Republicans were trumpeting their plans to balance the budget and getting 
tremendous preu. Should the Democrat, come out againtt the idea, or should 
Fhrv Ciam. It.V aaaa.av .Um-w _ I . .. ...I Ik, ■’* ■■

59

nKeiving. Pecvle in their SO', are concerned about the benefits they wdlXon

abk. __

Ke^yZtinued “to u,e .e'n^'mThe’^eg^ fir n'ETdeK

they know to be a looming crisis: ‘They do not want to deal with it politically.’

I

pcoplebeheve that the old are not even gening out of the mtem what .her put in

asseSF5 
comnwXm^n l?C. i0/2° K "“k 1" iim '

deSne mi'T’ Vk'“ f/"'’ 8ov'rnnKnt ‘fain can b- heard
X8 • ‘ l<IW *«™. «hool prayer and illegal immi-

gnmtr The issue, nf concern to PAC 20/20 rarely even ge. me.uiumd. 

an“mX" k "''r8''"1“ 'lV"*s0‘’“P'!1"inAmericanpolit.es feature 

iior too rich T1’™’’17 P'C'U “ O1''!id' lhf « '<*>
poor, too rich, too hberal too conservative, too dark or ton white. Th • grand

------------ -------------------------- -  vw,„ uul ,nc iaWi or ,houIU £Xuty oHhi ’.Zm Xrr ” arinS 'V"TOnC , hi! “ 

they came up With their own plan, or thouM they just passively phv alonP survival 31^ X d J ‘ rt turn’ out’ lhe 8reatr« bAniei to its

grants. The issue, nf concern to PAC 20/20 rarely

AAlAWe IwWAA A.A a1_ . . 1
»« L M L * ------vvf'VJ^Ullll III dlllicri

.'r e c°n'f’reil>ly Pimured « outside the main,tram, a, too

FOR DEMOCRATS ON CAPITOI. HILL, THE WINTER

ST! “ fclf S5TE " =»

the committion', membeta
to heno most

filled with 
wiyimol

up with ww that the cut, in Mediate 
thouldn t h. ailed -cuts- _ the v«y term dimnbs voter, - they ihouldhe 

called slower mereatet In the rate of growth." Their teeond ergumem wat more 
tt.7L'iXO.n’OTC:dT8'nU°r‘‘ ’’h'1'''" discovered that if vorer, wnre^dd 
5 tTot bf0l“ J00:!' 'iiev were much more 

deveioXX'^r ’■On'' e!“ne'* s^ceptablc. Republican lawmaker: suddenly 
Xh Xv “ "VU’8 'he “ on«’ ’l'e> b<®>" '»

mint they weren.t interested m cost-cutting at all, they were iterated in 

"Y' le S°“'K 10 n»k« turn rhi> nmunm 
survives, Newt Gingnch told interviewers from A.A.R.P.

Medicare md, by extension. Social Security .re among m, k w utue. 
^«X™±?X'bZ?ner'nOnin ,W'™?«^y they weiesoiicked off 

wiv!1' I n ",rc,,“em cimton aiuiouriccd hu own balanced budxet nhn 
While th, .President', oropo.ed Mediate cut, are roughiy half rhfsX of 

sax XMaV" " ,h“ " 

™ ,,ie 'IJ'Jy are one of th. parry'. ,.u,.t loyal con.tiiuenc.es. it a that 

iom PeXl^X? M ''ll wi'11 *" »«era-

tiun., leople over a are concerned about ihe benefit, .hey M- ,|radv 
nving. People in their SO‘s we concerned tLemt tkr ........m

ly connection, among general ion, ihat make age a different

f. ..........." •svvii/. iVMitrci UICHISCIWS.
reflect, an uncritical faith in th, ,„dle,, bounty of the ays.em. ' ‘ 

".‘’“"Z7"' ?AC.20/20!,OPC’10 n”kt'fi«‘ campaign
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1 Far from being a suddin crisis, the*

who might have to pay an average of v 
$1,650 per person or $3,300 per couple <

/.

■ !<

.?
’r. I

^lir.rWtiOTru involved in a serimia PrO‘
1 examination of the status and that predictions about the solvency of . f any
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most,variable of cultural .variables. Many
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• The ctmfpiisiinal majority t Medium 
cuts are excessive; it is not necessary to cut 
benefits to ensure the fund’s solvency. The 
congressional majority says that all of its
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continues to be there for our parents and '* 
grandparents as well as for our children 
and grandchildren. The President's bal­
anced budget plan shows that we can
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r and long-term financial health. The talnly, some of those savings would help 
most recent report notes that the trust shore up the fund, just as in the fs

" 5 !?°2' pip. But a substantial part of <J

take action to make sure that the fund
‘ has adequate resources, the claim that it

The Medicare trustees have nine times
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«n ea^ ?! doctor/would goto the Part A Trust

stays). As’ a result^ those cuts would not ■
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Darden asked if:Lopez could tell time. To cultures, including some Latin American 
- ones, use both the paternal and maternal

surnames; that Lopez used a singular sur­
name may have been an accommodation to

Treasury. Donna E. Shalala is secretary of 
health and human services. Robert B.“'L 
Reich is secretary of labor. Shirley S. - 
Chaier is commissioner of Social Security. ■' Yr
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w rreaiaeutspian. jbul a suDStanuJU partot jWhile everyone agrees that we must the cuts the RepubUcans seek^-at least 
takA $ioo bl!lton-would seriously hurt ’j

 The Medicare trustees have nine times (taken out of what is called Medicare !‘
warned .that the friiSt fdhd" would Txr Part-B,-which basically covers visits to- *
insolvent within seven years. On each of . the doctor) would go to the Part A Trust 
ftoae occasions,, the sitting President Fund (which mostly covers hospital 
Snd members of rdngrehs from both - stays). As a result, those cuts would not • 

extend the life of the trust fund by one Z 
day.
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and in the houses’of the rich. On cross- 
examination, Prosecutor Christophfer 

some thia seemed Insulting—an allusion to 
the stereotype of Hispanic manaiia or an 
imolicntion that Looez. who read English

And those Part B cuts would come out > 
of the pockets of Medicare beneficiaries,-' 
who might have to pay an average of v!

Ji

Is to seek not a conviction but truth, know 
enough of the cultures of those questioned, 
accused and charged to ensure that cultural 
difference Is not redefined as crime? Shoyld 
not defenders be aware of cultural, mitiga­
tions and motivations? In a state as diverse

■ financial stability of Medicare, the con- "Medicare Trust Fund I*™- But he meet 
gressional majority's claims are simply certainly does; Under the Preslderifs
mistaken.’As trustees of the Part-.A balanced budget plan, payments from
Medlcare.Tfust Fund, which is the sub- the trust fund would be reduced by $89
ject of the current debate, and authors of. billion over the .next seven years to
an annual report that regrettably has ensure that Medicare benefits would be

covered through October 2006—11 years 
from now. , ; ' ’ ' ' r '
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peoples' pockets; that would give us a 
chance to work on a long-term plan to •’« 
preserve Medicare's financial health as ?? 
the baby boom generation ages. By doing 
that, we can preserve the Medicare •'i1 
Trust Fund without losing the trust of 
Older Americans. •
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Robert E. Rubin is secretary of the'

Republicans have called for $270 billion only thing that has really changed is the 
. in cuts over the next seven years; claim- political needs of those who are hoping to ■. sfirs • x^r
- b*8 not dealt 7 • President CKhidn/uur presented a plan
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.nation is involved in a serious bers continually dte.

more over seven years In premiums 
alone. Total out-of-pocket costs could >' 
increase by an average of $2,825 per- 
person or $5,650 per couple over seven \ 
years. According to a new study by the- 
Department of Health and Human Ser- 
vices, these Increases would effectively .g. 
push at least half a million senior citizens '? 
Into poverty and dramatically increase, z; 
the health care burden on all older and 
disabled Americans and their families. »•

an annual report that regrettably has
been used to distort the facts, we would
like to set the record straight

Concerns about the solvency of the
Medicare Part A Trust Fund are not new.
The solvency of the trust fund Is of
utmost concern to us all. Each year, the  
Medtcarq trustees undertake an proposed $270 billion in Medicare cuts

senior citizens without contributing one

(taken out of what Is called Medicare !!

The trust fund’s crisis isn’t new;
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- . examination to determine Its short-term over seven years are necessary. Ger*

political parties took appropriate .action 
/to strengthen the fund. ■”

situation has improved over the past few 
years. When President Clinton took 
office in 1993, the Medicare trustees 
predicted the fund would be exhausted in 
six yeah. The President offered a pack­
age of reforms to push back that date by 
three years and the Democrats in Con- 

• ..V J-gres# passed the plan. In 1994, the Pres- 
the President offered a solution Went proposed a health reform plan that
x. « . would have strengthened the fun

additional five years.,

Congress to become concerned about the 
fund? Certainly not the facts In this 

that these mem-
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Taking Exception'

ers such as Robert D. Putnam have obsonred, i 
people aren't joining the PTA or women'f I

l

troubling 

six out of

Il nuiy not be long before litis now' style

makes its way into national politics, producing 

leadership that attempts to communicate with

structlon.
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conflict and more communication," stays Laura 

Chaxin, director of the Public Converaations 

Project in Watertown, Mass,?

How could something ao apparently staple 

as people talking together in a cooperative 

spirit bring about a change in the nation's 

political style? To answer, we may need to 

recall that especially since World War H, the 

American public has been losing—or giving 

up—its communal voice. Propelled by the 

forces of the modem age, including television 

and sprawling suburban development, we have 

separated ourselves from cadi other. As writ-

Describing die 4,000 people who attended 

the recent Rom Perot conference In Dallas as 
representatives of the "radical middle," Ihvid 

Broder in hla Aug. J 5 op-ed column concluded 

that they arc "probably the next wave in 

American politics."

I take exception to Broder’s conclusions for 

two reasons:

There Is much more to the middle ground of 

politics in America today Uian those who arc 

speaking out angrily with radical viewx.

And while it is not attending conferences 

presided over by leadera adept at gaining

clubs. They aren't helping out at the Red Cross 

or the scouts, and they are turning away from 

the Lions, the Shriners and the Masons. ''

In a troubling statistic for the health o! I 
politics, six out of 10 eligible people didn't vote I 

in last fall's elections. Tliat left a vacuum to be 

filled by some of the angriest among us, those 

who have tended to make the government a 

scapegoat for their frustrations. With recent 

congressional actions as an example, there has 

seemed to be bttle room for the moderate— 

the person with opinions but also with some 

concerns that may be shared by llic “opposi­

tion," making compromise and joint efforts 

possible.

The meetings and conversations now taking 

place in growing numbers nationwide may be a 

cane of many of the turned-off and disenchant­

ed finding opportunities to reclaim their voices 

and affect public affairs without relying on 

higldy publicircd, outspoken gatherings or 

fonning new movements with narrow agendas.

One can Imagine many ways that this grass­

roots, participatory democracy may make itself 

felt in the national policy-making process. In 

addition to influencing the style of election 

campaigns, discussion groups could address 

contentious Issues that face the whole society, 

interact with ncwspapcra, wliidi are them- 

selves seeking ways to increase public involve­

ment and communicate with computers, com­

munity antenna television and even the TV 

networks. The challenge will be to use prod­

ucts of the information age to help humanise 

politics rather than further depersonalize it

Ollier routes to involvement might include 

greater grass-roots input to public interest 

organizations, nonpartisan citizen groups work­

ing locally and nationally, engagement with 

elected officials from mayors to senators, par- 

tidpation bi congressional and agency hearings, 

and that old. time-honored method, visiting the 

voting booth, where this active “moderate 

middle’ could influence the election of the next 

Congress and the nation’s choice for pi esident.

It wouldn't be good political thinking to 

dismiss the potential frnpact of the Perot fol­

lowers and others unhappy with “politica-aa- 

usual." But neither would it be wise to overlook 

the clout of this civic-minded force that is also 

in the political “middle.’ In the long run, its 

hallmark, more dialogue and less rancorous 

debate, may bnprove the way Ute tuition makes 

its public policy decisions and also the quality of 

those decisions.

John Heritage is a Washington writer.

Tun Washiiwton Post 
Sunday, AticusT 27.19*5

people rather tlian talk at them in sound bites. 

We might even see aome congressional and 

presidential candidates in 1990 attempting to 

listen to a broad range of public opinion, 

seeking public suggestions and feedback rather 

titan advancing simplistic programs m response 

to polls.

At the heart of the alternative politics Is tlte 

notion of a more civil public discourse. Almost 

all the other characteristics of this approach- 

greater individual participation, concern for the 

community and an openness to partncraliips 

with‘diverse interests—flow from this core 

idea.

Two examples of the emphasis on reasoned 

discussion and cooperative efforts come to 

mind:

■ In Madison, Wix„ a group of seven people,

A

nrr •

Move Over,
Ross Perot

1
national publicity, tills otiicr segment of the 

electorate is gathering force and could alter 

the political situation significantly in its own 

way. 1
This other portion of the taiddle" is taking a 

loss-polarized, more inclusive approach to pub­

lic decision-making than we, have been seeing 

for years. Its alternative political style is a 

grass-roots phenomenon, hard to spot from 

hisidc tiic Beltway. I

The trend is emerging in dozens of commu­

nities, local environmental (organizations and 

small groups discussing some of the society’s 

most volatile issues. “I sense a hunger for less 

conflict and more communication," aayx Laura

six from pro-life and pro-choice groups around 

the state, met with a mediator for 13 months 

beginning in late 1991, talking together for 

several hours once every four tq six weeks. 

One result was tliat “we came to sec each 

otiicr as people first, and kx people with 

opinion* wcond," rays Maggi Cage, who par­

ticipated in the meetings. Another result was a 

mutually agreed-on approach to sex education 

bi scliools, which tire group presented to xtate 

legislatnrx fur their consideration. Such discus­

sions don't need to bo large; a few people can 

plant seeds that spread change.

■ In Charlottesville, Va„ a "sustainability coun­

cil' arising in 1994 from a planning commission 

project had by June estabbslicd 14 dtanxion 

groups involving hundreds of people. Many 

people have stuck with the project through two 

conferences, with a third planned tn November. 

The goal is a region-wide partnership among 

citizens, business, public interest groups and 

government, striving for strong local markets, 

clean technologies and durable bousing con-

A
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Otiicr routes to bivolvcmcnt might 

greater grasx-rootx input tn public

locally and nationally, engagement with 

ted officials from mayors to senators, par-



•.c

4/



I

I

:• L:

the general’s tenets, ytnr Rnnmlhi wVT,nColin Poiwll

a®

ness."
z-v Simultaneously, the Air Force, which 
has hart bad blood with Gen. Powell ever 
since a series of incidents during: the Gulf 
War, went ballistic over the .loint Staff’s 
handling of Bosnia policy. The downing of 
an American F-16 by a Serb surface-to-air 
missile, aJ>fi Hw luck of any U.S, military 
response, sent the Air Force into dBnnsi- 
ttnn

The shoot-down also seems to have
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chairman, the Joint Staff moved to the 
center of power in the U.S. military cstab- 

the regional commanders who oversee 
U.S. forces in Europe, the Pacific, Latin 
America and the Mideast. 
‘The Imperial Staff

For months, the services have been 
nipping privately at the heels of the Joint 
Staff, or, as some generals call it, "the 
imperial staff." The Navy, for example, 

staff overruled its wish to move ihe USS 
Kitty Hawk, an aircraft carrier, from East 
Asia to the Persian Gulf to counter Saddam

large numbers of troops invims contTns. 
 the

Itary
,"ln

to be interviewed for this article.
..The revisionists aren’t tackling Gen.

Powell directly, but Instead arc taking aim 
at a proxy target, the Joint Staff, which

chs: srs? “pk? « j*'*1

the Army’s fear of repeating Vietnam in 

he contends, won’t consider a military 
engagement unless Congress supports it 
and total victory is the almost certain 
outcome. This formulation, the admiral

iggpa

»•

print” notion. That new i
will get its first major test hi Bosnia 
sometime over the next year, as U.S. 
troops go in cither to monitor a peace
agreement or evacuate United Nations 

Ings, as Gen. Powell was famous for doing, Peacekeepers.
One unhappy admiral labels the Powell J11?ncw chlefs Sieems less lndinecl '' 

- Uike marching orders from the Joint
Staff.

Joint Chiefs from 1989 to IOT3. what’s
more, the general’s opinions about two
other crucial questions - keeping the U.S.

after the end of the Cold War - stifl prevail 
in Pentagon circles.

But in the Navy, Marines and Air

the Powell approach effectively ties the
1< _. J.. .. f It __•» . . *.

all-or-nothing options for using military 
force. "Why-is it." nKks one ckrpfirsi

NManne officer ..‘.tthuf whatevor the ques-
tioii is - enforcing a peace agreement in
Bosnia, evacuating the b.N. irom Bosnia,
or invading Haiti -- the answer is always

JS.OOQ Army troops?”

view "the Nevcr-Again Club," rcfcrringUo
the Army’s fear of repeating Vietnam in
Bosnia or somewhere else. That doctrine, Signal From Marines

. The services’ new boldness In question 
ing the Powell way of doing business was 
signaled by the Marine Corps Gazelle, 
which, using military Insiders' code, called

military jargon - as commanders find 
tasks to keep soldiers busy.

Also, some in the Army now suggest
 „  that the Powell doctrine’s admonition to

nated^American military planning since Then, in the spring, outgoing Marine Com- -act^onlyjdih the clear support of Congress 
_____ ' w ” 7 " ... \ L- _ r,,j

io Gen. Powell’s successor, Gen. John Pfsi-Cold' War world. In the absence of
Shallkashvili, questioned the competence superpower tensions, it is much easier to

  of (he Joint Staff’s planners. Gen. Shall- sen0 U.S. troops where they have never
military out of Bosnia, and cutting its size kashvlll scheduled two meetings of the beehbeforc.ThatmeanstheArmyproba-
after the end of the Cold War -still prevail Joltlt Chiefs to discuss the letter, but bly will be pulled Into situations whether or
in Pentagon circles. both were postponed. not It, or the Congress, likes it.

But in the Navy, Marines and Air Lately, the services have become Officers who participated say the 
Force, senior officers arc asking whether bt,k,t!r to challenging the Joint Staff. That Arm.V's lop priority in its Rwanda relief
the Powell approach effectively lies the nii*y,)e because this summer, for the first mission last summer was limiting its in­
hands of the president by entertaining only tlme- thc Joint Chiefs became entirely volvement.notbeingoverwhelming.Outof
..ila.. — "post-Powell"- • with turnover at the top of 11)31 experience came the ‘’minimum foot-

the Army and Marines, not one of the Print" notion- Tlial new model probabl.K .
chiefs of the services held that position win i,K v
during Gen. Powell’s chairmanship. Per­
haps because they tiever had their arms 
twisted in the hallways before meet- 

By Thomas E. Ricks > .  .
staff Reporter of thf. Wai.!, stowi- jpuknal uses of force. Those lesser sorts of military 

WASHINGTON - America may be on engagement to support diplomacy historb 
the verge of Powellmania, but there is one /xcally1)avti been specialties of the Navy and 
place that is immune to the hype: the  ‘ ‘
retired general’s old haunt, the Pentagon.

Some senior U.S. officers, reviewing
the military's handling of crises in Soma­
lia, Rwanda, Haiti and Bosnia, are grow­
ing uneasy with Colin Powell’s key legacy,
the Powell doctrine. That doctrine holds
that the armed forces should act only with
decisive force and with the clear support of
the American people.

Especially in the services that compete
with Gen. Powell’s old service, the Army,
there is a sense that
his risk-averse ap­
proach to the use of
force was shaped
too much by the
Army’s snake-bit
experience in the
Vietnam War. And
even in the Army
these day’s, the new
buzz word is "mini­
mum footprint,’’
jargon for getting
the job done with as
few troops as possi­
ble - a far cry from
the half-million soldiers Gen. Powell sent
to take on Saddam Hussein in the Gulf
War. ....... ...................... .........VA„lllHlu,

To be sure, the Powell doctrine Is only was outraged last October when the Joint 
being questioned, not replaced or even l'l~"------- 1 J “ "
challenged directly in public. It still holds
sway over much of the U.S. military,  oauuam
especially the Joint Staff, which has domi- Hussein’s brief new threat against Kuwait.

Gen. Powell’s tenure as'chairman of the mandant Carl Mundy, in a persona) letter ,ind the people may be outdated "in the

17:02 No.003 P.21
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Colin Powell s Doctrine on Use of Military Force 

Is Now Being Questioned by Senior U.S. Officers 
argues, forecloses consideration of limited” for a discussion of "the limits of Joint­

engagement to support diplomacy histori-

“the Marines, services that became com­
fortable with “gunboat diplomacy" and 
"banana wars.”

Even in retirement, Gen. Powell re­
mains influential at the Pentagon. Not one
of the' dozens of officers outside the Joint
Staff who were interviewed on this subject
would speak for attribution. (Also, catch­
ing wind of this story, Air Force Lt. Gen. inspired the Air Force to stop grumbling 
Walter Kross, the director of the Joint that the Joint Staff didn’t know how to use 
Staff, called around the Pentagon to urge »ir power, and Instead devise a plan of its 
some of those officers to soft-pedal their own. That new plan is now the stick
criticisms.) Nor would Gen. Powell agree that U.S. diplomats are using to bring the
... u.. —■---------------------- Bosnian Serbs to the negotiating table: If

the Bosnian Sorbs don’t start talking soon, 
the U.S. is threatening to bomb them while 
It arms the Muslims. Limited in its scope,

of the Navy's old gunboat diplomacy, more 
Wilsonian than Powellian.

lishment. It coordinates the activities of. Army Reconsiders

Even in the Army, the service most 
comfortable with Powellian doctrine, there 
has been some reconsideration lately of 

I 
nfficers srpnpd that always nutting jn
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MEMORANDUM FOR TH: I

FROM: KATHLEEN MCGINT

CC: LEON PANETTA

RE: CEQ WEEKLY REPORiT

INTERIOR APPROPRIATIONS

VA. HUD AND INDEPENDENT AGENCIES APPROPRIATIONS

GOP FAITHFUL BREAKING RANKS ON ENVIRONMENT

TIMBER

Headwaters Forest

Recycled Paper

Kathleen A. McGinty
Chair

In a stunning defeat of public land grabbing, the House passed a motion to recommit the 
1996 Interior Appropriations to the conference committee to fix the egregious language 
associated with mining. Led by Representative Sidney Yates (D-IL), the Democrats 
prevailed 277-147, with 91 Republicans joining the motion to recommit. CEQ and OMB 
will meet early next week to discuss next steps.

The Senate passed its version on Wednesday. The Senate version reduces your request for 
the EPA by 23%. In addition, CEQ’s budget is slashed by 54%. The VA-HUD bill now 
heads to conference with riders attached to both the House and Senate bills.

CEQ met with representatives from two groups which are urging the Administration to 
negotiate a debt-for-nature swap for the Headwaters Forest in Northern California. The 
Headwaters, a private forest, contains approximately 3,000 acres of redwood. The forest is 
controlled by Charles Hurwitz, who owns Maxaam Corporation, and used junk bonds for 
leverage in a 1985 hostile takeover of the Pacific Lumber Company (PLC). PLC was

Some Republican faithful are breaking with the party on the issue of the environment. The 
story is attached.

EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY

WASHINGTON, D.C. 20503s

t"T •Sl
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318 (Green) Sales

[

Thunderbolt

BONNEVILLE

PACIFIC NORTHWEST. OVERALL

/ Seel 
j^Nor

Recycled Paper

Section 318 sales. Thunderbolt and Bonneville add up to very bad press for us in the Pacific 
Northwest for this weekend.

The Forest Service will announce its decision today to proceed with the Thunderbolt salvage 
sale in Idaho. The National Marine Fisheries Service has registered strong concerns that this 
action will endanger fish. We expect loud protests from environmentalists.

Bonneville Power Administration (BPA) will conclude contracts with a significant number of 
its direct service customers tomorrow. These contracts give BPA certainty that they will 
hold these customers, rather than lose them to increasing competition in the region. The 
Administration has been strongly criticized for this move, however. Environmentalists say 
that BPA is giving these customers such a cut-rate deal that they will then complain they 
can’t afford fish protection expenditures (see attached Sierra Club release). BPA competitors 
will say this amounts to very unfair competition and that the only way BPA can get away 
with it is because U.S. taxpayers subsidize them.

logging in Headwaters but logging was suspended for years due to environmental litigation. 
The Federal Deposit Insurance Corporation has sued Hurwitz for $1.6 billion for allegedly 
filing false claims against the government. The debt-for-nature swap would allow Hurwitz to 
pay off some or all of his debt in exchange for federal government title to the Headwaters 
forest. CEQ is now in the process of setting up a meeting of all relevant federal agencies to 
iscuss the issue.

The U.S. Forest Service will be announcing the release of an additional number of "318 
sales" today in Oregon and Washington (the total volume will be some 40 million board 
feet). The^gj^ale^ha^v^tavedetennined^w^nus^eJgjggjjjjilfijJi^jfljIjgjjjjovisjpns 
of the rescissimisbilLIhex_ajsj2L221^Lsalesandsomeinvolvg_serious^nvironmental 
(TOBTSnTTpa'i'^ fish). These"are"some'ortire sales that are the subject of a
pending moUoTFoFcontempF^gamsl Administration officials. Because of the potential 

environmental impacts, we looked closely at our ability to withhold or modify the sales, but 
ultimately determined we are unable to do so. We are working on a process to ask the 
companies and individuals who are buying the timber to work with the federal agencies to 
make voluntary modifications to their logging plans to address environmental problems. We 
expect a loud and adverse public reaction to the release of these sales. Our hands are tied, 
however, under the rescissions bill.

7 5.
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CONFIRMATION HEARING

Senate Environment and Public Works Committee held a hearing to consider my

BUDGET ACTIVITIES

kJ WETLANDS LEGISLATION WILL RESULT IN SUBSTANTIAL LOSSES

\" propose^
JfflSonsistei

1 the Army

S' 

n;

FDA

Recycled Paper
L

CEQ met with representatives from the Food and Drug Administration to discuss the 
timetable for release of FDA’s streamlined regulations for implementing the National 
Environmental Policy Act. The regulations, which would ensure that the pharmaceutical 
industry would not have to prepare unnecessary environmental analyses are expected to be 
released in draft form near the end of October. We’ve worked hard on this and it’s another 
great example of our Reinvention efforts. If successful, we will categorically exempt new 
drug applications from environmental analysis requirements.

 !EQ and EPA co-chair a working group on Environment, Health and Safety in the Budget 
' 'Task Force headed by Erskine Bowles which meets daily. There are numerous proposals 

pending for opportunities for you to speak out on environmental issues.

nomination earlier this week. Overall the hearing went very well and given the multitude of 
items on the Senate agenda, turnout was fairly light. Senators Chafee, Baucus, Reid, 
Inhofe, Kempthome and Lieberman attended. Senator Kempthome chaired the bulk of the 
hearing and asked a long series of questions. The committee did not vote although action on 
the nomination is expected as soon as any supplementary questions they submit are answered. 
Senator Chafee has told me that he believes I will be successfully voted out of committee.

Legislation passed by the House and proposed by the Senate would, if enacted .-rAdncertie,
The most problematic issue is a 

^osed_ji£MLd£finiiiQn_Qf wetlands. This definition has no scientific basis and is completely 
insistent with a recent National Academy of Sciences report on wetlands. This past June, 

the Army Corps of Engineers led teams in all fifty states to evaluate the new definition. The 
' teams, which included other Federal agencies, states, and private sector consultants 

determined that the definition alone would reduce wetlands protection by 60 to 75 percent 
(approximately 70 percent in Arkansas). The value of wetlands has been clearly 
demonstrated, for both economic and environmental reasons. Congressional attempts to gut 
wetlands programs is a big issue with the environmental community. Through your August 
1993 wetlands plan the Administration has made substantial progress in addressing the 
legitimate problems with federal wetlands programs. For example, the Corps recently issued 

new general permit for the construction of single-family homes. Landowners no longer 
have to get individual wetland permits if they are building or expanding a home. Attached is 
a scorecard highlighting the two-year anniversary of your plan.
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Consistent with discussions among CEQ, NEC, and EPA, Administrator Browner will unveil 
another and very aggressive round of Superfund Administrative reforms on Monday, to 
further contrast your support for responsible reform with the unaffordable, irresponsible 
reforms being proposed by Republicans in the House and Senate.

Senator Robert Smith (R-NJ) introduced, and Representative Michael Oxley (R-OH)
• announced, separate bills to reform the Superfund program. These are both extreme bills, 
although they differ significantly in their details and Smith’s is certainly the more moderate. 
Oxley’s bill would require more than a billion dollars per year in additional appropriations 

’ for Superfund to fund a repeal of liability for disposal occurring before 1987 (seven years 
after Superfund became law), at the very moment Congress is cutting more than $400 million 
from your request for the program. Smith’s bill proposes a tax credit for those who polluted 
sites before 1987, at the very moment that the majority is trying to eliminate the Earned 
Income Tax Credit and the Low-Income Housing Tax Credit. Both bills would preclude any 
actual cleanup once EPA had fenced off a site or put a cap over contaminated material. 
(This morning’s New York Times includes descriptions of this as the "Superfence" proposal). 

*’ Both would open cleanup decisions to more litigation, and effectively do away with the 
natural resource damage programs at Interior, NOAA, and USDA for the sake of a handful 
of oil, mining, and insurance companies. While we are making clear that the Administration 
would support a responsible reform bill, the majority developed these bills without 
considering the views of the Administration, the minority, states, environmental groups, or 
other Superfund stakeholders on a single major policy issue. Accordingly, these bills are 
unlikely to attract the kind of support that your Superfimd bill attracted in the last session of 
Congress.

Activity is stirring again on regulatory reform legislation. Earlier this year Senator Dole 
defeated on three straight cloture votes on his bill, S. 343. Afterwards, some moderate 
Senators led by Robb put together a Democratic proposal that Dole rejected. Many thought 
that this rejection would quiet action on Dole’s bill for awhile, but now Robb is busy putting 
together proposal that he hopes enough senators and Dole will accept.

We are preparing a substantive response to his proposal at his request.

However, the public interest community is highly critical of the concessions that Robb is 
considering. Furthermore, the timing of Robb’s effort could deliver a big legislative victory 
on regulatory reform for Dole just at the time we should be focusing attention on how bad 
Republicans are on the budget. Dole has told Robb he wants to move on this October 10, 
'before budget reconciliation.
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faithful are breaking with

Protection. They

' 'We, people in Washington that

Americans, regardless of party affiliation. want

• t

Republicans at the meeting were kind of the oddballs in that% X
/ /

\ \

slash the U.S. Environmental

not quite the oxymoron you might 
, but there is

"Some <
Ad611jmptamp

JACKSONVILLE,

rewrite the Clean Water Act to eliminate 
the nation's wetlands and halt the 

it passed a bill that would open new

have, we'll 
dirty water.'' 
House of a

a Republican county commissioner in Lake County, Ill., 
. T7 , . got ?:ts start last spring when environmental activists 

gathered in Washington for a meeting of the Endangered Species Coalition, 
-t the meeting were "kind of the oddballs in that group.

environmentalist Republican is r ' 
" oo-i/i "There are actually quite a lot~of"us7

1 is going overboard
seems t

angry about regulations and that the public is clamoring for
I don'^t see that. I think the public 

’ " — -1— c--------- If we don't
go back to the bad old days where we had 

Environmentalists have accused the 
stealth attack'' on environmental

' 'An 
think.

that we are out here,''

Marks said.
no real network for us.
Marks said the GOP
regulations. ''There
public is
relief,' '
very i
protect what we
dirty air and <
GOP-controlled
regulations.

The House,
Protection 7   
would prohibit the agency from enforcing certain regulationsT

for instance, voted to 
Agency's budget by one-third and a'ttach I?’'provisions“that

*AM-FL- Environmental Republicans,460
ASome GOP Faithful Breaking Ranks On Environment

Fla. (AP) r ~
the party on the issue of the environment.

They call themselves Republicans for Environmental r
say they-re angry that their party is systematically dismantling many ol 
the environmental protections built over the past 25 years a y

■ ^O1i' ?"l1l%9r°UP1 ln TT® Vedra Eeach “at Jacksonville,
said he considers himself a loyal Republican. He even campaigned for 
conservative icon Barry Goldwater in the 1960s. uipaxyncu.
"We, as <— ----— -- - . • -

maybe they're shooting themselves in the foot
'said Stoll.

He believes most
strong protections.

Martha Marks,
said the group

The House also voted to 
protection for more than half of
cleanup of polluted runoff. And
avenues for industry to block regulations.

The Senate, which has yet to act on much of the legislation, is 
expected to take a more moderate approach.

Kim O'Keefe-Wilkins, a Jacksonville financial consultant and member 
of the group, said Florida has too much to lose in the current 
environmental debate to remain silent.

"We've got to get back to where we have respect for living things,'' 
she said. "We've got so many things in this country that we need to work 
real hard to protect.''

in its fervor to strip 
to be this feeling in Congress that the

Marks said. ''Frankly, :
much understands we need protection from the polluters?
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Exempt Prior Converted Cropland✓
AU USDA Designated Prior Convened Cropland Exempt From Cleon Water Act - Final Rule Publishftl 8/24/93

✓

✓

Streamline Processing for Private Landowners✓
Streamlined Permit Review for Home, Fann, and Small Business Construction in Wetlands - Issifid 3/^35

✓

✓

✓

✓

✓

✓

'a»JVk

annual report of the white house
INTERAGENCY WETLANDS WORKING GROUP

Simplify Mitigation Through '’Banking"
Encourage Expanded Use of ’Mitigatioa Banking" - ksusd 8/24/93 

Number of Banks has Doubled to 200 since 8/93

Clarify Regulated Activities
Final "Excavation Rule* - published 8/25/93

Increase Certainty and Flexibility for Identifying Wetlands
USDA Identifies Wetlands on AU Farm Lands - Agency Agreement - EffeailX
Increase Reliance on State and Private Wetlands Identifications - Eiapostd 3/14/95 
Develop Appeals Procedure for Wetlands Identifications on Private Property - Proposal MliSbal 7/19/95

Provide Relief for Homeowners Nationwide
Home-Related Construction in Wetlands Approved by Nationwide Permit - Issu^ 7/19/95

TWO YEARS OF PROGRESS
MEETING OUR COMMITMENT FOR

WETLANDS REFORM
Protecting America's Wetlands: A Fair, Flexible and Effective Approach 

• August 1993 - August 1995 •

Empower State and Local Governments
New Jersey Assumption - Approved 3/2/94

ERA Grants Program creased to S15 million
14 States Adopted Programmatic General Permits (PGPs) to Reduce Federal/Stare Overlap 

Two-Day Wbrisliop on PGPs With the States

Improve Efficiency of Permitting
40,000 Acrivitiea Approved bv General Permit in Average of 16 Days

4.000 Individual Permits Issued in Average of 127 days - More than 90% Approved

Only 358 Permits Denied (0.4%)

Number of Permits Pending Longer than T»o Years Reduced by 70% to just 41

Improve Environmental Protection
Current Estimate of Wetlands Loss is 80-90,000 Acres/Year vs. 290.000 Acres/Year in the Mid- 1970s

Increased Flexibiliry for All Projects with Minor Environmental Impacts - Isaisd 8/24/95

Increase Incentives for Farmers
Wetland Reserve Program Expanded to 50 States
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Both sides agree that in strategic 

terms, the war between loggers and 
environmentalists looks and sounds 
the way it did at its height in the late 
1980s.

When fallout from the spotted owl 
landed on the timber industry in 
1990, it virtually shut down harvest 
from federal lands. Left hanging 
were scores of individual sales at 
various stages of preparation.

—I Timberline 

lodge •

"Five, eight years ago, the fight 
was over old-growth forests," says 
Mike Miller of Associated Oregon 
Loggers. "Today, they are against 
cutting any trees, period. Alive or 
dead."

Timber: Despite their differences, 
both sides complain in similar tone
■Continued from Page One
1992 as an effort to keep peace in the On Monday, chain saws are set to
woods. It reduces federal timber start harvesting at Roman Dunn, an­

other timber sale left over from the
earlier fights. Environmentalists
claim it is loaded with treasures.
They even have film of a spotted owl
taken this month at the site between
Eugene and Florence.

"Have we moved back to square
one? We've moved below square
one," says Tim Hermack of the Na­
tive Forest Council in Eugene, a
hard-line timber war veteran.
"They’ve taken our rights to court
action and comment. Our only
course is to have a Boston Tea
Party.”

The timber industry complains in
similar tones, or different reasons.

.J;

1992 as an effort to keep peace in the 

harvest to about one-fifth of the high 
volumes of the late 1980s in search 
of a plan that would avoid crisis 
shutdowns like the one that followed 
protection of the northern spotted 
owl as a threatened species. But the 
fragile peace Clinton crafted was 
never popular with either side.

Environmentalists already are 
planning more protests, including 
one at a timber sale in the Mount 
Hood National Forest just outside 
Rhododendron at Enola Hill — an 
area controversial as an American 
Indian cultural site, embarrassingly 
visible from U.S. 26 and close to the 
Portland metropolitan area.

■The rhetoric and the issues sound lamillar 
as environmentalists and the Industry appear 
ready to replay their conflict

t :By-ftOB EURE
o< Tht Oregonlansl

^AfterTvMeais of uneasy truce at the bargain-

m“ch

mprotesters have returned to Western Oregon’s
woods, promising to weather this fall and winter
as they try to block harvests. Many have been ar­
rested.

And timber industry voices once again are de­
crying environmental terrorism as the industry re­
sumes limited logging of some of the state s re­
maining old trees.

In between them, beleaguered federal land man­
agers are pleading for a sympathetic ear — while 
their lawyers scurry from court to court facing a 
spate of new lawsuits.

Sound familiar?
It should. The conflict centers on many of the

Last summer, Congress passed 
and President Clinton reluctantly 

■ signed the so-called salvage logging 
measure. It Included a provision to 
fast-track logging on a number of 
sales caught In the shutdown. The 
provision bypasses many of the na­
tion’s environmental laws by shield­
ing some sales from administrative 
appeals and lawsuit.

Environmentalists felt betrayed. 
They argue that they are worse off 
with an ally in the White House and 
an unfriendly Congress than they 
were when the reverse was true. 

The action in Washington, D.C., 
came at the same time Clinton’s for­
est plan began to turn out green tim­
ber sales.

But beside the new style of timber 
sales — designed to protect much of 
the old-growth forest, animal habitat 
and sensitive fish-bearing streams 
— the specter of old-style clear-cuts 
from the old sales under old rules 
added to the insult.

• “It’s all about what we’re doing 
with the last of the old sales," said 
Tom Tuchmann, Clinton’s point­
man on forest issues in Portland.

^^’GovernJhent
Camp

same rhetoric.
President Clinton forged a forest compromise in

Please turn to
TIMBER, Page A22

. . • -r ••-»"'•  ----------------• /.-

Enola Hill



@004/004US FISH&WILDLIFE©206 534 9331. 09/29/95 12:05

Warner Creek, another flashpoint 
de outside Eugene, is a salvage

1

large populai 
ists and heav

con-

is required. Because they went for 
erkill, they are seeing a reaction

sale outside Eugene, is a salvage 
sale on an area burned by arson in 
1992. It has emerged as a major pro­
test point for environmentalists 
from across the country as an exam­
ple of how the new law squelched 
lawsuits.

thinning operation. A logging 
tract has been awarded to Hanel 
Lumber Co. Inc. of Hood River and 
could begin as soon as next month.

"We’re conscious of spreading 
ourselves too thin.** said Mark Hub­
bard, conservation director for the 
Oregon Natural Resources Council 
"But we are also conscious that the 
Forest Service and BLM can only 
monitor so much activity at one 
time."

Tuchmann argues that without 
congressional intervention, the pres­
ident’s plan would have maintained 
the uneasy truce.

"You cannot compare the timber 
sale program of eight years ago with 
the timber sale program of today," 
Tuchmann said.

This brings up one of the more
ironic outcomes of the new logging 
law: Rather than reduce lawsuits, it 
has spawned several. At least four 
suits have been filed over the new 
law by environmentalists and the in­
dustry, and more are on the way.

□
The renewed war also has begun 

to unravel support for the timber 
plan.

Hennack never signed on to Clin­
ton's plan, but says more environ­
mentalists who did are joining him.

“I hate to think that the worst pre­
dictions I made are going to come 
true, but here we are, back to de­
fending the best of what’s lePT he 
said.

Loggers counter that the environ­
mentalists won a stunning victorymentallsts won a stunning victory 
over their industry with the Clinton 
plan but won’t accept their win.

"Suddenly, it has become morally 
wrong to cut green trees." lamented 
Howard Sohn, president of Sun 
Studs mill in Roseburg. *T was opti­
mistic about the Clinton plan, but 
the fact is that the plan turns out to 
be extreme and went beyond what 
was required. Because they went for 
overkill, they are seeing a reaction 
from Congrtas."

Sohn said he believed Congress 
might be overreacting as well, but
he would not excuse the protesters' 
return to civil disobedience. !

"I think you make your best case 
in politics and the legal forum, and 
then you accept the results,” Sohn 
said. ”We should be a little better 
losers than that"

So far, the main actions have 
come in Southern Oregon, a familiar 
battle ground between the industry 
and conservationlstB.

The Sugarloaf timber sale in the 
Siskiyou National Forest is not far 
from Bald Mountain, one of the 
most bitter battle sites in the 1980s. 
At Bald Mountain. Earth First—the 
environmentalist’s most radical arm 
— got Its start

□
In coming weeks, environmental­

ists are eyeing several other timber 
sales they may protest.

Several near Portland could pro­
vide a chance to draw on the area’s 
large population of environmental­
ists and heavy media concentration.

The Enola Hill sale is one of those. 
Located on a hillside above U.S. 26 
on the side of Mount Hood, the heli­
copter logging will be both readily 
visible from the road and easily ac­
cessible by protesters.

The sale. Included in the sales the 
new logging law aims to speed, has 
been stalled for years by claims that 
Indians used the slope for religious 
wanderings called vision quests.

Foresters say the logging plan Is 
an example of new, environmentally 
conscious harvesting. Loggers will 
remove between 25 percent and 50 
percent of the overhead canopy in a
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DOE BETRAYS NORTHWEST RATEPAYERS, REVERSES DECISION 
ON BPA’s POWER SALES CONTRACTS WITH DSIs

"The Clinton administration yesterday set a new speed record for caving

' The Direct Service Industries are some 15 foctories, mainly aluminum 
• • outers, in the Montana, Oregon, and principally Washington State, which 

receive electricity directly from BPA. Bonneville had offered 5-year power sales 

contracts to the DSIs at the rate of 2.26 cents per kilowatt-hour.. “Under the 
■ terms of these contracts, BPA would not recover its costs of generation, WPPSS 

debt, or fish and wildlife," said Jim Baker, Northwest Salmon Campaign

For.immediate release: September 29. 1995

For more information, please contact Bill Arthur, 206-621-1696 

. Jim Baker, 509-332-5173

J? L? gre,eS corporations and political pressure,’ said Bill Arthur. Northwest 
Regional D irector for the Siena Club. In a quick about-fe.ee performed in less 
than a business day, the U. S. Department of Energy (DOE) yesterday first 
cancelled 5-year power sales contracts offered by the federal Bonneville Power 
Administration (BPA) to the Direct Service Industries (DSIsX and then allowed 
BPA to sign the. contracts .

. . • \ '• ’ ' ■
• ' The.Sierra Club today denounced DOE's stunning reversal pf itg earlier
decision to ■cancel the new D SI contracts. “The DOE has betrayed Northwest 
ratepayers, and has given BPA the green light to sell the store to the DSIs,’ 
Arthur said. “This go-ahead for the DSI,power sales contracts is all the more 

1 blttet and frustrating because earlier in the same day DOE made the right •
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Coordinator for the Sierra Club. “BPA is paying the DSIs to take a free ride on 
• the federal hydropower system."

Iri a press release; the Energy D epartment gave “the threat of a 
precipitous load loss" as the excuse for its decbion reversal. As a result; DOE 

. told Bonneville.to commit each D SI to’ at least 80 percent of its load In signing 
the new’contracts. "This merely adds insult to injury," Baker argued, "because 

•costs go up for Northwest ratepayers when Bonneville serves large DSI loads at 
below-cost rates with expensive generation especially from the WPPSS-2 
nuclear power plant ancV or with expensive purchases on the spot market. 
Moreover, the rest of us must now pay for WPPSS debt, fish and wildlife, and 
BPA’s other financial obligations because the contracts let the DSIs completely 
off the hook."

DOE’s earlier decision yesterday to cancel the DSI power sales contracts 
came under intense fire from Bonneville and from Capitol Hill, particularly 

' Sens. Mark Hatfield (R-Oregon), Slade Gorton (R-Washingtoh). and Lany Craig 
(R-Idahol leading to the Department’s reversal ‘Apparently the BPA tail wags 
the DOE dog* Arthur noted. “And sad to say, Republican senators run the 
Energy Department — not President Clinton."

' ’ -30-
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We are preparing a substantive response to his proposal at his request.
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SUPERFUND

9

Recycled Paper

Consistent with discussions among CEQ, NEC, and EPA, Administrator Browner will unveil 
another and very aggressive round of Superfund Administrative reforms on Monday, to 
further contrast your support for responsible reform with the unaffordable, irresponsible 
reforms being proposed by Republicans in the House and Senate.

Activity is stirring again on regulatory reform legislation. Earlier this year Senator Dole 
defeated on three straight cloture votes on his bill, S. 343. Afterwards, some moderate 
Senators led by Robb put together a Democratic proposal that Dole rejected. Many thought 
that this rejection would quiet action on Dole’s bill for awhile, but now Robb is busy putting 
together proposal that he hopes enough senators and Dole will accept.

However, the public interest community is highly critical of the concessions that Robb is 
considering. Furthermore, the timing of Robb’s effort could deliver a big legislative victory 
on regulatory reform for Dole just at the time we should be focusing attention on how bad 
Republicans are on the budget. Dole has told Robb he wants to move on this October 10, 
•before budget reconciliation.

Senator Robert Smith (R-NJ) introduced, and Representative Michael Oxley (R-OH) 
. announced, separate bills to reform the Superfund program. These are both extreme bills, 
although they differ significantly in their details and Smith’s is certainly the more moderate. 
Oxley’s bill would require more than a billion dollars per year in additional appropriations 

' for Superfund to fund a repeal of liability for disposal occurring before 1987 (seven years 
after Superfund became law), at the very moment Congress is cutting more than $400 million 
from your request for the program. Smith’s bill proposes a tax credit for those who polluted 
sites before 1987, at the very moment that the majority is trying to eliminate the Earned 
Income Tax Credit and the Low-Income Housing Tax Credit. Both bills would preclude any 
actual cleanup once EPA had fenced off a site or put a cap over contaminated material. 
(This morning’s New York Times includes descriptions of this as the "Superfence" proposal). 
Both would open cleanup decisions to more litigation, and effectively do away with the 
natural resource damage programs at Interior, NOAA, and USDA for the sake of a handful 
of oil, mining, and insurance companies. While we are making clear that the Administration 
would support a responsible reform bill, the majority developed these bills without 
considering the views of the Administration, the minority, states, environmental groups, or 
other Superfund stakeholders on a single major policy issue. Accordingly, these bills are 
unlikely to attract the kind of support that your Superfund bill attracted in the last session of 
Congress.

4,
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September 28, 1995

RECOMf^ENDED TELEPHONE CALLS

TO: Senator Ba ira Mikulski

DATE: September 28, 1995

RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF DISCUSSION:

Senator Barbara Mikulski 224-4654

DATE OF SUBMISSION: September 28, 1995

ACTION: 

 

Thank her for her leadership on behalf of national 

service.

CONTACT PERSON AND 

TELEPHONE NUMBER(S):

95s^?s

Pat Griffin^

Eli Segal

THE WHITE HOUSE

WASH! NGTON

Senate voted against restoring funding of $425 

million on Tuesday, September 26.

Future of President's national service initiative, 

AmeriCorps

THE PRESIDENT HAS SEiN
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California, of course, will need a 
good going over: The Angels, Saint 
Francis, Holy Cross, Saint Joseph and 
all of the other saints. The capital of 

c ,----- - ---------------- New Mexico will become Holy Faith.
??ne.’ Sn2wY iand Vermont will turn into Green Moun- 

?" . "*T ' -------- tain, and those French names from
(or just plain Red). the Louisiana Purchase will be prop-

A lot of foreign Indian names will erly Anglicized. Finally, winter-weary

company are ready to go all the way. be a delicate matter); then he can call
The place to start is the official map on Phil Gramm to redo Texas, meeting 

of the future Unified United States of perhaps in Saint Anthony.
America. The Indian name of Miami,
for example, should be translated into
English. It will be in the state of
Flowered Land. Out West, we’ll have

some new state names recovered from
I' " ____j____
and, north of New Mexico, Red Place

English Only—Let ’s Go All the Way

northerners will* vacation in Saint 
John, Rich Port.

After awhile, we could consider a 
campaign like the one Bulgaria con­
ducted to change Turkish family 
names. Why be a Gonzalez when you 
can be a Gordon? Why not Kelly 
instead of Kowalski? Shortening 
names in the tradition of Ellis Island 
could come into vogue again. The 
possibilities are endless, and there’s 
no need to review them now; we can 
really get down to work in January 
1997. But no matter who wins the 
election, one thing is certain: We’ll 
always remember Bob Dole and his 
fellow English-only candidates as the 
men who unified our country.

LUIS E. RUMBAUT 
Washington

LU — 
CD N

As an immigrant disposed to sur- 1-------- ---- lcpl<tucu; 1¥U5.
render my biculturalism for the sake of sissippi, Michigan, Arkansas, Massa- 
umty, I want to jump on the Eng- u._. "
lish-only bandwagon. The least that we and
can do for our children is to make sure ui 1UB slalc>

£SMSK-iKdE ““Enf!“,h““<as 1
Pat Bud,™. P«e Wilson and

COmnanV arA rz*anv tn rm nil tkft i. _ _ t !• v . f

1

<

1
have to be translated or replaced: Mis-

chusetts, Connecticut, Idaho, Dakota 
—1 so on. Sen. Dole can start by 
changing the name of his state, Kansas,

ber, Topeka has something to do with 

— ~ .. a ■ - - aa..
be a delicate matter); then he can call
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nationwide improvement in control-. environmental dgency the authority

S?.r. K'fe “ Fe<iera' ««** “rty

12 have also expressed strong inter­
est in the clean car.

X

Browner, signed the Agreement . The ^ason

I
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E.P.A. Backs 
Plan to Allow 
Cleaner Cars
In Most States

‘I "v.

Gov. George E. Pataki of New 
York and Gov. William F. Weld of 
Massachusetts have indicated a will- 
ingness^o compromise on their elec­
tric car requirements, but not to 
dropjhem. The current plan is that'2 
percent of the cars sold in those 
states in the 1998 model year must 
be powered by electricity.

The compromise as laid out by the 
E.P.A. would not require “zero emis­
sion vehicles,” as. the electric cars 
are described. Instead, it would re­
quire that new cars emit only half as 
much nitrogen oxides per mile and 
one-fourth as much hydrocarbons as 
the Federal standards require in the 
late 1990’s. .

The E.P.A. Administrator, Carol 
f4 ”-------- • j ■
late today, said agency officiais and 
others involved in the negotiations. 
The agency plans to announce the 
action on Thursday.

The deal would cover every state 
but California, which has long had 
the authority to set its own’ stand­
ards for auto pollution performance.

The Clean Air Act amendments of 
1990 gave the other 49 states the 
right to choose between the Federal

makers’ best hope to avoid a Federal

quota of cars powered by electricity"
The deal is not yet done, however, 

because the auto makers' willing­
ness to tighten emission standards 
depends on the willingness of some 
states to drop their quota plans for 6 MuCi>uuli 1O Uuw 
elM?Lric car®’ which Detroit says it the compromise will play in the 37 
will be unable to meet. . other states.. Some have areas that

California plans such a quota>and , would benefit from cleaner cars- 
12 Eastern states have joined in. All | indeed, Missouri, Illinois, Wisconsin, 

  • | Indiana and Ohio, among other
states, have sent letters to the E.P.A. 
supporting a clean, or “49-state,” 
car. But other states have hardly

By MATTHEW L. WALD
WASHINGTON, Sept. 27 - The

Administrator of the Environmental.
Protection Agency today approved

THE PRESIDENT. HAS SEEh

standards for 49 states far cleaner
than Federal rules require but not

(quite as clean as what some of the
states are planning.

Environmental agency officials
said the plan, which has been under
negotiation for more than a year
was the E1P A ’c laqf best hnnp far a

Government’s standards ahd Cal 
fornia’s, and the 12 Eastern statesi 
agreed to choose California’s stand­
ards. Besides New York and Massa­
chusetts, they are Maine, New 
Hampshire, Vermont, Connecticut, 
Rhode Island, New Jersey, Pennsyl­
vania, Delaware, Maryland and Vir- 
ginia.

This decision prompted a compro-
• mise offer from Detroit’s auto mak­
ers. The last few months of intensive 
negotiations have been mostly free­
form, far beyond anything contem

1990 amendments.
Although the 12 states, as repre­

sented by their Gpvernors, agreed to 
adopt the California plan, not all of 
them actually did so. The auto mak­
ers say that the 12 would get cleaner 
air if all 49 states had cleaner cars, 
and air blowing in from outside the 
region woul.d be cleaner, too.

The Clean Air Act also gave the

makers best hope to avoid a Federal the next century, but the agency’s
requirement that they sell a fixed officials do not believe that .Congress

will-allow them to do so. Instead, 
they have seized on the aggressive 
posture of the 12 Eastern states as a 
way to win nationwide concessions 
from the auto makers.

One outstanding question is how

other states.. Some have areas that 
! would benefit from cleaner cars; 
—aiaiaivAO, w idUUUSill, 

I Indiana and Ohio, among other

supporting a clean, or “49-stete,’’ 
car. But other states have hardly 
any air pollution problems.

r The cars proposed under the com­
promise would cost extra; at one 

f point the auto makers said $400 
more. The environmental agency be­
lieves the added cost will be $100 or 
less and that most, cars could meet 
the standard with only minor 
changes. Some, though, may need 
other changes, like catalytic con­
verters that are electrically heated 
so that they start working almost 
immediately after the car is started.^ 

While the compromise was offered' 
to the Eastern states, rather than the 
E.P.A., as a practical matter the 
agency’s concurrence is required, 

states, and others that also have air 
pollution problems, are required to 

..submit plans to Washington for 
cleaning up their air, a kind of budg­
et-cutting plan for specified pollut­
ants. For the plan to work for the 
states, the environmental agency 
has to agree that the cleaner cars 
are eligible for credit in the states’ 
plans.



Premium Increases Are Below Inflation Rate for First Time in 10 Years

haye^falleh below the rate of inflation

because of th$.

► Premiums for HMO firms, 1995
Man
firm.

5%- t-8*

4
3^%

3
2.1%

2

1

0
2.0%1994-1995

.r

The challenge, ‘
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aged-care facilities.
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Buckley said, will be 

keeping premiums .
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... although premiums  for 
many managed-care fisons 
continued to rise in 1995.
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. ter and, paradoxically, more costly. * VT «•.. .. « . . -

logical advances reduce costs—com-

1993-1994
‘March 31, 1994-March 31,1995

SOURCES: KPMG survey of 1,037 employers, Bureau of Labor Statistics
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‘Increases’m health care premiums

________________________________________________________________________________________________________________________________________________________

Health-Care Costs Hit Milestone

Don’t know-J *— No plan last 

year 2.3%

technology make

health care both
nization], I would be able to squeeze hpttfir nnrt 
out a fair amount of fat,” said Uwe ‘ Wlier 0,110, 

Reinhardt, a health care economist at
Priiiceton University. "But once the 
doctors’ fees have been squeezed to 
the bare bones, once hospital stays 
have been reduced, will you then be 
abfe to continue the trend? That’s an 
open question now.”

As evidence, Reinhardt cites the
single-payer Canadian system, which 
spends less per capita on health care 
but has seen increases in health care

: J 1

W£P,REbiLE?n HASSEM-
1012.195

THE COSTS OF HEALTH CARE

11 nlike in 1994, the cost of
U health insurance premiums
this year* has been growing more
slowly than inflation overall.. .
> Health Insurance premiums

vs. inflation
Increase in health
insurance premiums 

Inflation

The challenge, Buckley said, will be 

boiefits atKPMG PeatNfarvdcL "But primary-care doctors technoFogy make health rare tothbet-

' Unlike other businesses where techno-

puters, for instance, help retailers 
keep prices down—health care gener­
ally gets more expensive as its related 
technologies improve. A simple X-ray, 
for example, costs $80, but will not tell 
you nearly as much about a broken 
bone as the results of a $500 magnetic 
resonance imaging procedure, which 
costs about $500, Buckley said.

Equally vexing is the gradual aging 
of the population, a trend fueled by low 
birth rates and the passing into middle 
age of many baby boomers. For each 
year that a population ages, Buckley 
said, its health care spending rises by 
2 percent to 3 percent.

These demographic and technologi- 
act as “gatekeepers” to curtail surgical cal forces are a challenge to Republi- 
procedures and hospital stays. The cans in Congress, who hope to save 
survey found that enrollment in all trillions of dollars on health care in 
kinds of managed-care plans rose by 4 coming years by providing vouchers 
percent from 1994 to.1995 and now that seniors can use to enroll in man­
stands at 69 percent of employees in

cent and in 1993, by 8 percent. spending that are similar ^o those in thecompaniessurveyed.Healthmain-
“Managed care has turned the cor- ,,.!?• * tenance organizations (HMDs) showed

ner in moderating the rate of health What s hmitin8 the premium in- the smallest rate of increase in health
premium increases by pushing it below creases, the survey found, is the grad- premiums with just 0.4 percent,
the consumer price index,” said Jim ual nugration of employers to man- The challenge, Buckley said, will be 
Buckley, partner in charge of health a^ed c?re»a catch-all phrase for health keeping premiums low as advances in 

whether or not these pavings will con­
tinue in the future is the real ques­
tion.'’

-The slower rate of premium in­
creases generally may reflect one-time 
savings from the move away from less
cost-efficient fee-for-service plans, and
into streamlined managed-care’opera-

ahajysts are skeptical that managed

paradoxically, more

cost-efficient fee-for-service plans, and

tidfls. Additionally, some health care /nin ne (idvfTnppo irf

care will, in the long run, contain costs 
at a better rate than other health care 
delivery approaches.

I ran [a health maintenance orga-

for+hA-firct-tima in In yAaiy largply . 
_______of managed- 

care programs, armnliny to a national 
syjyey relpa.o^d tnrtay hy KPMG Ppat 
Marwick T.T.P a benefits consulting 
Em.
_1Tbe report, which surveyed 1,037 
randomly chosen employers, provides 
both heartening and disheartening 
news for congressional Republicans 
who want to curtail Medicare costs by 
increasing reliance on managed care. 
Authors of the survey said the ability 
of-managed-rare plans to contain costs 
may be short-lived.

The survey found that health premi­
ums for a variety of plans increased at 
an average of just 2.1 percent from 
1994 to 1995, while consumer prices 
rose 3.2 percent The figures continue 
a two-year trend of moderating prices:

;■

■ THE WASHINGTON POST

spending that are similar'to those in the companies surveyed. Health main- 
‘ t____ _________________ ____

What’s limiting the premium in- the smallest rate of increase in health

ual migration of employers to man-
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Proponents say the measure af­
fects only •well-financed pension

ments in pension plans will be per­
manently unavailable for invest-.

for work

✓

r-

t'
But Karen Ferguson, executive 

director of the D.C.-based Pension/Mr. I 
\ consi 
< pens: 
)farg 
'nrillii

C1QT*l

"Cabinet

sion Benefit Guaranty Corp., the
/

Committee estimates that that

w bptwftftn S30 billion 
billion immediately.

V.
I

f.
 

f:
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V

-— Labor Secretary 
Robert Reith

pension 
funds

* ftpnpfits. and that COHl- 
" the 1980s pojitinftlv

for hostile

case of failure.
I”

. the rules would be an 
 place in j
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tn withdraw
and 
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a'decade, but are prohibited from 
putting the excess money to more 
productive use. ‘
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there forever.”
Mr. Ugoretz said there are com-

g

said in a statement, adding that the ' their pension plans fliaLihfi5Ulfied 
change “will lead to stronger pen-* not make another contribution for 
sions and an increase in the avail­
ability of defined pension plans.”

Mr. Archer counterattacked,
saying a high-profile campaign by

■ Mr. Reich to encourage “socially 
conscious investing” by private Rights Center, condemned the

___ ‘ *" . ’ ' " i 
far greater risk to the nation’s $3.5- license to loot”

' She said the proposed 125 per-
i fin/i 

count future increases in workell 
RalnFips nt ~ ”*
nanies in’_________

diOllt

tD DflV

II

< pension fund managers posed a Ways and Means provision as “a 
) far greater risk to the nation’s $3.5- license to loot”
trillion private pension kitty. 7 ....  ’

The pension provision was one cent cushion not tak«»~intn 
of more than two dozen tax-code • • • I
changes approved by the Ways and

. Means Committee 'on Sept. 19. ...
Passed over unanimous .Demo-* strippp
cratic opposition, the proposal is sets :____
expected to raise some $9.9 billion and leverage
for the federal coffers and about $3 . The three Clinton Cabinet mem­
billion for the states over five • bers serve as trustees of the Pen- 
years. .*(..•*“ ----- “
. Since 1990, businesses have federal agency that backs ip the 
faced an almost prohibitively high benefits for workers in compames 
excise tax of up to 50 percent if **’"* f"!1 Tt°''r' J
they take “excess” money, defined 
as any funds above 125 percent of 
the plan’s current liabilities, from
their pension plans. The firms also
faced an income tax on the amount
removed.

The Ways and Means proposal
would create a window of opportu­
nity through July 1,1996, for com­
panies to tap those funds without
paying any excise tax, and then to
charge a 6.5 percent tax there­
after. Income taxes on the amount -
withdrawn would remain.

The Congressional Joint Thx plans,” according to the study”

|i

ment or other uses.
"The administration appears to 

favor a ‘mattress’ approach to pen- 
sion’ savings,” said Mark Ugoretz, 

pie attack brought immediate president of die ERISA bidustry 
(UlUOlMUUlVdMVUQVlAVMA TTM/0EU1M ------ » ; -
Means Committee Chairman Bill largest compames in the country. 
Archer, Ttexas Republican. m''nw ’« ™’f in its

“The administration’s attempt
to mislead and scare people is ‘ 
deeply regrettable,” Mr. Archer panics who have enough assets in

iff fit into trnuhlA 
“Companies in financial diffi­

culty may well have an incentive to 
avail themselves of [the tax 
change] to strip as many assets as 
possible out of their pension 

“We saw what happened when 
the barn door was open,” said Mr. 
Brown yesterday. “Right now the 

____ bam door is closed. This is a pro- 
pension posal to reopen the bam door”

Ua.

- - — . .

Moreover, the study said, easing 
“ _i unwise 
____ ' ufrQnt.of 
nrn banning tO

vestment, construction or n6w- 
business creation. ’

Proponents say the measure af- 

plans and will remove the fear 
companies have now that invest-

for allowing‘raids’
••J.

^This is a pension
grab, and.therei no

congressional Republicans of try- eXCUSC for it. 
ing to foment a corporate raid on . - •
retirement' savings that will
“make the train robberies during
the days of Jesse James pale in 
comparison.”

and Treasury Secretary Robert
Rubin trained their fire on a tax
change, approved by the House
Ways and Means Committee last
week, designed to make it easier
for companies to remove “exTess”
fflhds that have built up in the de-
Wfenefit mrirfiment g set 

________  and.retiress.
Evoking Jesse James, Mr. Reich

warned, “This is a pension grab, 
and there’s no excuse for it?

and sharp response from Ways and Council, a trade group for the 125

Once the money is put in, it’s
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The GOP on the Working Poor: Let Them Eat Cake

-'

t'
rant

dote to welfare. As recently as this Rph- 
jnary. thp EITC was praicpd by Hnncn 
Majority Trader Dick Armey—no hlppri- only 4% of those in the Senate are aimed at the credit to childless couples. But these 

curbing fraud: tha-rcst-roughly 9W-arc changes “go too far, especially in the Sen-with-

Yet while Sen. Nickles is nronosinj to 
i- ensure this credit goes tofam-

k , Politics & People
ahi° *

I
$200,000 $200,000

tiOOO icy.o

I

ifultyj
e Rei

“I

J rXM iti ih :<ni n ui’.j i tijj]

the working poor-tantamount to a hefty 
f._ * •• . — -i. _

cans hope to whack these low income fam-

< ■

EITC:

NET CHANGE

THE PRESIDENT HAS SEEN
1012-1

12,017
36,199

2,295 
0 
0 

2,776

ranqp nf the RTTC stop

CURREKT GOP 
LAW PROPOSAL

enjoyed Republican support. Many con­
servatives hail it as far preferable to the 
minimum wage or other government sub­
sidies; since the EITC goes only to those 
who work, it is seen as a genuine anti-

Adjusted gross income

Payroll tax:
Income tax before credits: 
$500 child tax credit:

THE WALL STREET lOHRNAL TIHIRSDAY. SEPTEMBER 28, 1995#

-to:

■ "-■V -A O' -

tizing when congressional Republicans 
looked for cuts to meet their other

{?■ i

This isn’t Medicare or Medicaid. more onerous Senate provision, the tax
It’s undeniable that the EITC was rife hike would be closer to $1,700 over the

with fraud. But the Internal Revenue Ser- next seven years.
vice has successfully cracked down on aTHt Even some conservatives are dis- 
int and the fraud rate is dropping sharply, mayed. Rep. Thomas Petri, a Wisconsin 
Moreover, as Mr. Greeristein notes’, only Republican and long-time champion of the 
7% of the proposed cuts in the House and EITC, favors some reforms like denying

CURRENT GOP
LAW PROPOSAL 

$15,000 $15,000

2,295 
0
9

2,842 

+$66

ipubhcmis plan a more

expand the benefits for this siicrpssfnl year have a tax liability, payroll and in- 
.. . come, of $240. If the House Ways and

 . i Means Committee-approved cutbacks in
EITC will grow at a 4% clip for the next the EITC were enacted, that tax bill would 

„ . . — ------- ------- -----------—climb to $370; the couple would owe the
w2rker^, a c^dii against 6.9% projected annual growth for entitle- - government almost $830 more in taxes

j ments overall. over the next seven years. Under the

“constant appeal to envy and class war­
fare. Influential Sen..Don Nickles (R., uuam6jjyiiiisJ__cjjjitgjaiimil2_jsanouj^2i-
Okla.) insists any cap on the $500 child control program with skyrocketing costs 
credit is class warfare. . and widespread fraud. :

Bob Greensteih of the liberal but highly
J • • _ • • « A— • - — __ __

orities, picks these charges to pieces’.

Nickles says, “the most out of control en- ’ Doesn’t that promote family values?
titlement we have” is nonsense. Costs To see how this affects real people, 
have soared because Congress, usually take one Bob Greenstein-supplied exam- 
with the support of many GOP members pie. A married couple, with one child, that 
and ths past two Republican Presidents, earns $18,000 and pays $200 a month for 

-three^ times in thp past rierade vnfpd.tn chiid care would, under current law, next

ilies making more .than 
raifoono thp nop hack- 
tEarlreri nn making it rpfnnd- 
ahla_ Lc a result one-third of
Ataeriran children would not 
.he covered hy this tax credit, 
hailed by groups Ince the 
Christian Coalition as the cen­
terpiece of a pro-family pol­
icy. • J

The GOP legitimately as­
sails some Democrats for 
playing the class warfare 
game. Soak-the-rich propos­

als usually are bad public policy and are 
dishonest in suggesting that reams of rev­
enue can be gained to pay for other causes.

But today the Republicans are even 
more shamefully playing a reverse Robin 
Hood: While Republicans plan a more 
than $200 billion tax cut, the latest Trea­
sury distribution figures show that if the 
EITC is cut back, those making less than 
$10,000 a year would actually face a tax 
hike. As President Clinton said during a 
luncheon itfjth reporters this week: 
don’t believb it’s a great idea to raise 
taxes on working families making $15,000 
a year to lower taxes on me.” Any dis­
senters on that?

RuLrNgg nrqrfnrn ic finp tn thpcp pnliH-

fiausJLjLsjiicfi£i£^_aLlia££diQts—jiihujin-
cludp the working poor. Senate Finance
Committee Chairman William Roth, for
example, describes the EITC as a “boon
for tax cheats and rip-off artists. ”

This juxtaposition of pushing tax mea­
sures, with little economic or social ratio­
nale, that benefit small groups of affluent
taxpayers while using the working poor as
the front line in the battle to balance the’ __________________
budget has prompted White House Chief of } .program. After these mandated expan- 
Staff Leon Panetta to talk about the OOP’s \ sions are over, starting next year, the 
“Marie Antoinette” tax approach. / -* : " ;

The two-decade-old EITC, which gives ' eight years, or considerably less than the 
<—■ *-------- - ' ’ —

taxes-income, payroll or sales-has long

12,017
38,333 

0 
0

• -$3,134

reliable Center on Budget and Policy Pri- primarily affontc in tWf>. parner fam, 
ilies who, largely h

The contention that this is, as Sen. working to snend time with their children

titlement we have” is nonsense. Costs 
have soared because Congress, usually

and the past two Republican Presidents, 
xinrr iiinr.\ in iiib* past Hpradp^ynfpel

The House has approved the Contract
for America’s call to restore a $30 billion
tax break for more affluent Social Security
recipients, while Senate Republicans
move to ensure that a $500-a-child tax
credit is available to all families making
more than $200,000.

Simultaneously, the House Ways and, ..................
Means Committee has endorsed a $23 bil- ing heart-far “rewarding work'
lion cut in the earned income tax credit for out destrnving jnhc - a real nuharVc mn/o th™ inTT’

S SS ?h“arX“”ateVPub't Wl'11 fh8n
EeS LTwiS'cutE"^% ’S.en„^S“ . .?.Ser the <«« Is SiS

ate,” he claims, and argues that the Re­
publican-prized $500-a-chiid tax credit 
should be made refundable so it benefits

a disincentive to work; while exaggerated have no income tax liability but do pay re-

111 i ii FjijraX&l i] i i JilRM

liifeRiC kt kf; I1! ai
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promotes self-sufficiency and self-respect It spawed widespread feud. BuUhejJMsLata- the phase-out means that, foksmall 
doesn’t dictate to beneficiaries how to spend ac-have h^»n.^irhAd armies Rntert Green- F.ITC benefits workers with imworkprs with_incomes tin, to

^553 
That’s w

families, estimates the Clinton administration.

and invest-

s for poorer workers so that taxes

l-time, year-round jobs, less

program

1

ML HTjT
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THE PRESIbENT HAS SEEN 
lolzh^s

1 narrow 
even now. It barely applies to workers without

I
I

ml

c The Washington Post I
Wednesday, Septowber 27,1995

makes sense. It mainly allows low-income work­
ers to keep more of what they earn from work. _ 
Through income tax refunds, it returns Social TTep 
Security payroll taxes (now 15.3 percent of 
wages) and offsets excise and sales taxes. It 
rewards work and discourages welfare, fa.19516 
tfiefLTC would thP About Sw

EE 

reversing some of this liberalization, but the

Robert J, Samuelson

Pouncing on the Working Poor
The Republicans have a split personality. At 

times, they are principled and bold, striving to doesn’t dictate to beneficiaries how to spend ,  _____________
make government live within its means even at their money—whether, on .food, rent or toys, stein, head of the Center on Budget and Policy
the'iisk of being unpopular. They challenge Politically, it substitutes for misguided increas- Priorities, an advocacy group. The most costly .. . . ..
farm spending and Medicare. But at other es in the minimum wage. scam involved the submissipn of tax forms with ' the Republicans would phase out the^ EITC young men, the EITC might foster more stable
xi— ,i.__------ :—1..----------j In fairness, the Republicans wouldn’t kill the phony Social Security numbers. The IRS is now

EITC outright They would merely make it verifying Social Security number's before issu-
more stingy. Created in .1975, the EITC was jng refunds. One sign that the anti-feud meas-

Incpme Tax Credit (EITC), a measure that expanded significantly in.1986,1990 and 1993. " ■ ■■ -■- • •
. " ■’  "J. X The Republicans can cite “policy” reasons for 
until now, had enjoyed wide bipartisan support L ’ 

For good reason. Put simply, the EITC yeal i 
“ ' * ’ - 

are technical and obscure. Who cares? Not
" sutseems.

Second, Republicans are desperate to find
revenues to balance the budget and provide
$245 billion in tax cuts over seven years
(1996-2002). The House Ways and Means
Committee would cut the EITC $23 bilfion over

  seven years; the plan now being considered by
the Senate Finance Committee involves cuts

 . exceeding $40 billion, (p effect. Republicans are
To raise taxes on these workers is genuinely raisii * ■ - ‘I raise: uiacs uh uicsc wulr-cls is gdiuuiciy 

hard-hearted. The Republicans are right to 
reexamine welfare and Medicaid; these pro­
grams haven’t reduced long-term poverty and policy, 
dependency. But the EITC ought to be wildly 
popular with conservatives. It cuts taxes. It

• -

its, the children, and the Republicans would eliminate
 :j this part of the credit altogether. It’s as if they

1 in 1996. Absurd, say Republicans, don’t believe single workers can be poor or 
Js well above any definition of poverty. So, that, by promoting_better work habits among

faster. With other changes, the Senate Finance future marriages.
Committee plan would increase taxes an aver- Naturally, the Republicans deny they’re be- 
age of $372 in 1996 for 7.4 million two-child ing cruel. In practice, they say, their proposed 
' ±1 J/. .. family income credit of $500 per child would
By 2005, a fifth of families eligible under offset any loss from a stingier EITC. There are
present law would lose the EITC. two responses to this. First, it’s not yet dear

Thp Rpnnh1irans_ar+ as if snnn1y-sidg_Arft- whether the credit will actually be enacted; and 
and invest- second, if it is. Republicans shouldn’t—relative- 
not for the ly speaking—discriminate against low-income 

benefits be reduced? If the EITC is abruptly near poor, the Republicans are simply wrong families by withdrawing an existing tax benefit
when they say that most of these workers are Of course, people at some point have to pay 
being subsidized by the EITC. At the very for government through taxes; and of course,
lowest levels, this is true: The refund exceeds the EITC should constantly be reviewed for
income, payroll and excise taxes. But the effect flaws and abuses. But trimming it now is the
disappears at $12,000 to $15,000 of income wrong tax increase on the wrong people at the
(depending on the number of children in the wrong time. Beyond being bad policy, it also

ures are working is that the Congressional

thfcfITCWl
Another problem is one that affects many

programs for the poor. It involves a question:  
How fast, qs peoples’ incomes rise, should men

ended at a given income level, then recipients
are discouraged from earning more money.
Most fextra earnings are offset by a loss of the
tax credit Consider: In 1996 the maximum tax
credit would tje $3,564 for a parent with two
children uftder 18; this credit applies to those .  . _ . , 
with incomes between $8,910 and $11,630. If family) and, beyond that the EITC merely strips the Republicans of valuable moral au- 

" ‘ ’  thority—the public perception that they’re be­
ing “fair” in overhauling government Once I 
that’s gone, Republicans will find it harder to
make needed, but unpopular, changes. They are
at war with themselves and, all too often, their 
worst impulses prevail

each dollar earned above $11,630 triggers a reduces the tax burden. 
 dollar's loss of the credit recipients would face Work is still the best anti-oovertv program.

* 2 /"’“‘entive to work more. Of workers with full-‘
The solution has been to reduce the EITC than 3 percent have incomes below the poverty

True the EITC isn’t perfect; no government gradually. No more than 21 cents of each extra line. In some ways, the EITC is too
is. One complaint is that it has dollar of earnings is lost from a lower EITC. But r--------- T“-—------- ■—

and oettv^re-
___________ ___________  anynnp elsp. A 
case in point is the plan J.o reduce the Earned 

provides tax relief for the working poor and.

iJrlSE
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to me regulation. And that’s not an 
Lease. The National Citizens’ Coali-

says costs have not been a problem.

%
groups, the Senate wouldn’t require in­ protection The public can provide.

No one’s ge­

lations 4gral“flUCTQmaiiage- 
exactly what Clinton (

in^nra^n^fonS states are better suited to do this job.

. z- . 
 I?;..1

OUR VIEW

■ 1 '

home placement After separately a „  
some 81,500 patients placed in nursing of the House Commerce Committee.

decertification, denial of payments or take­
over by temporary managers if they vi ‘

ance is mandatory, and states are 
empowered to shut down those facilities in 
violation.

Rather than weaken protections for 
nursing home patients, our bill strengthens 
them by ending an eight-year experiment 
with “federalization” of standards that by 
all accounts has been a total failure—a bu­
reaucratic nightmare that is confusing, ex­
pensive and counterproductive.

Take the federal requirement that states

By Thomas J. Bliley Jr.
The latest, most preposterous “Medi- 

scare” horror story is that our plan* to fix 
Medicaid will allow nursing homes to fire 
their nurses, tie patients to their beds and 
sedate them to keep them quiet

Let’s turn on the lights, There’s no bo­
geyman hiding in this doset

A key component of our “Medigrant”

homes in 1989—at a cost of $28.5 million 
Ina tn'tnrturA “ California concluded that only five 
, 8, l“ri“r1’ placements were inappropriate. That

ftlgni

z
p • < t I 'f-M* ■

grandma. The federal rules just 
aren’t needed.

against.restraints or medication.
Not effective? A government study of

269 homes in 10 states dted impressive re- 
"r" * * * 1 hngpitaliTation of

; down 25%t u§e of 
and dgtedlQfl.and

-5-?.
mtrary. A- -

works out to $5.7 million per misplace­
ment What’s more, the federal require­
ment only duplicated existing California 
procedures that would have revised those 
patients’placements anyway. .

As governor of Arkansas, even Bill Clin- 
; ton joined the governors of 47 other states 

in 1989 to criticize the nursing home regu,-. 
lations as f-a—'■*—’ “  ------------
menf’.Oi

§
I

ible federal “nucromanage- 
 1 does exactly what Clinton Z

and the other governors recommended: re- > 
quire the states (which enforce the rules fl ,

Rights" that iSdes the right “to beta 1

from abuse, including verbal, sexual, physi­
cal and mental abuse, corporal punish- JXc ™
ment, and involuntary seclusion.” Compli- .

Today’s debate: REGULATING NURSING HOMES

Dropping federal regs is 
^an invitation to tragedy

•/ /. '■ . ■ . • ' 
spections, nurse staffing or protections

!
5 
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over by temporary managers if they violate advanced age, mental or physical d 
health and safety standards. Proposed ities, to recover from hospitalization 
changes would weaken enforcement by cause they have no one to care for them, 
states that are vulnerable to powerful lobby They are frail and.vulrierable. They deserve 
----   rm.. -----protection the public can pro vide.

Stop the scare stories

der strict federal guidelines.
Under our proposal, no state will see a' 

penny of federal “Medigrant” assistance 
' nursing 

home standards including: safety, cleanli­
ness and quality, staffing and employee 
training; protection of patient records, 
property and legal rights; and patient griev­
ance procedures.

Nobody wants to go back to the days 
when nursing homes were unsafe and un­
sanitary, but we don’t need a massive and 
expensive bureaucracy to protect patients. 
Let’s recognize that all wisdom and com­
passion does not reside in Washington. The

g Rep. Thomas J. Bliley Jr.Jl-Va., is chairman

search arm of the National Academy of 
_ 1___ , ..1__ -4J ..r__________  

Senate Republicans, claim their legislation home conditions led to the reform.
No credible evidence exists to justify re­

versing course. If changes are necessary 
they should be based on the same kind of

Nat a repeal? Under existing-pegulations 'thorough study and public hearings that 
violators are subject to financial penalties, produced the original regulations. •

Seniors are in nursing homes because of

i or be­

tion for Nursing Home Reform, a resident

lions in costs attributed to poor treatment
Even the American Health Care Associ­

ation, representing nursing home owners,
* ” . ■ . « « « 
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onto the legislation when it passed in 1987. 
So did consumer groups. So did state offi-

i-,1-jil-j J ;Tr< f I

suits. The study 
nursing he 

ment Republicans and Democrats in Con- PWhr
gross got together to correct a public embar- Too

nursing home operators from abusing or dents reports arnonthlv $76.738 savings bv 
neelecting the elderiv. curtailin----------- -—*

Everyone has heard 
the horror stories 

about the bad old days in nursing 
homes. Why go back to them?

Eight years ago, after 15 years of argu- JCStramtS.

_________________________ _ TOO ____ ____ _______ _ 
rassment They passed a law to stop study of 9,000 Georgia nursing-home resi- 
nursing home operators from abusing or dents reports a monthly $76.738 savings bv 
neglecting the elderly.__________________curtailing unnecessary drug therapy.

They had ample incentive. Reports of frap^sto ib? rggufations. AndjM s pot an 
residents lying in excrement dehydrated, Mailed rase. Thejlational Citizens Coah- 
malnourish^orovermedicatedwerecom- tion for Nursing Home Reform, a resident 
monplace. State .regulation was a failure. advo<?cy group says the^^changes^saved bd- 
Public outrage was high.

It should be just as high now. The regula­
tions created by that law are about to be 
weakened or stripped away — victims of
an ideological crusade to curb federal au­
thority, good or bad. ____________

Control would return to the states, de- . gaiT^Sdffid thri^titute of M«h^e7^- 
spite their history of railure. .4 I 1 ' 4

Those pushing the new plan. House and Science^ Whose~1986 report on nursing 
^AnatA RAHiiHiranc claim their lAoiclatinn
is not a repeat They say the law is ineffec­
tive. And they say it’s hugely expensive.

All three claims are fiction.
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Line-item veto crawls into conference
. • ••

Giving the president power to veto The line-item veto was part of the ' mittee is to resolve differences over 
spending on individual government House OOP’s Contract with America how the president can use the veto, 
programs has long been a dream of last fall. The House and Senate ap- thp Woiksp plan would fivejhe

of sot
holes.
plan v

“uAujiK
■ Utfn\

(ax

By William M. Welch 
USA TODAY

r   I But a final version will take time. 
. earlier this month. The committee When the conference committee ad-

didn’t meet until Wednesday.
At issue: the timing on transferring

Congress’ power of the purse. 
Fiscal conservatives have long

wanted to give the president the pow­
er to delete specific items from
spending bills Congress approves.

Stop-us-before-we-spend-again is

Saint <
James ,  
me good, but not just yet’ ’’

jorities. Clinton said he’d sign itRift thnsft votes were- spypn

 ' A
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THE president HAS SEEN

many Republicans — and some proved different versions by big ma- president nowei 
Democrats, too.

But with Democrat Bill Clintojt in

joumed Wednesday, the panel in­
structed its staff to work on it and to 
report back at the end of October.

No one’s betting a compromise 
will be ready then, either.

“The president has waited for six 
months to sign it,” says Exon. "I hope 
we don’t keep him waiting forever.”

Augustine’s prayer,” says Sen. the idea. Backers argue Congress of- 
s Exon, D-Neb. “ ‘Lord make ten is unable to restrain itself. . .. . ..., • The for conference com.

•pxu --------------

>f snending items, even tax loop-
... . . The more convoluted Senate

the White House, and Congress’ own months ago. GOP leaders didn’t get plan would break spending bills into 
spending priorities in dispute, last around to naming-a House-Senate hundreds of small parts.
spring’s rush toward the line-item panel to work out differences until E_:_ “ 22 _L. 2.....
veto has slowed to a crawl.

Democrats say Congress is stalling
because Republicans don’t want to 
hand Clinton the line-item veto in
time to use it against upcoming GOP
spending and tax-cut bills.

“The Republicans’ double stan­
dard on the line-item veto reminds
me of the modern-day version of
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poor.” twice the percentage of younger 
ctfjzfifls, in a 1991 study by the Department

living standards than any 65-plus genera­
tion in U.t>. history. Government-assis-
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Profiling the Aged: Fat Cats orHungry
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Married
couples

are the people in between," says Syra- 1 — i~»_ r <rt_____ »• — .

midc
' the“

t'ance programs like Medicare combined
with pension benefits and postwar prosper­
ity to let many own their homes while also

saving for later. They are better educated 
and healthier than ever, according to a
May 1995 Population Reference Bureau
study. Nearly one of three golfers is oyer

as are 60% of cruise vacationers~tlie

One key measure of how people are 
faring is the poverty level, in 1993. when 

below the nnvprfy 
.smaller 12% of elderly

ling on Other Things
iffitures oMoodaway

.________________________,
»
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of Health and Human Services. That rose 
to 20% in 1993 and is even higher for those 
older than 85 or those who live aloneT**.

“The people who take it in the' shorts 
Please Turn to Page B16, Column 1 
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cleaning doctors’ offices, .Mrs. Brown 
says.

Worse,.while the more youthful desti- 

marriage - the elderly poor “usuaHv have 
no wav out.*' savs Judith Treas, a socioT

The Unmarried Are Hard HiW^T’f 

Poverty rates lor the^Wefty by marital status, 1992

rummy at the Columbia Country Club just
p.-x —JJ- •«»_ _W_ » . . __  -

ward Warner says he has invested quite a 
bit in stocks and has “a good pension, t „  

from his..care^r: as,aP insyr‘ • ogy professor at the University of Ealifor- 

reflect the huge numbers' of elderly people 
pushed barely above the threshold by
Atnorinnnr hirnr rnnciriorpri “ppfr

------- twice the

 

an average of $2,733 a year on health 
P care-$l,000 more than the average house­

hold, according to the Bureau of Labor 
- - Statistics. And out-of-pocket costs will in­

crease if Republicans push through Medi­
care changes.

As they age, Americans generally 
spend less on the theater, restaurants and 
the lite - even when they can afford it, 
says Sherman Hanna, a professor of hu­
man ecology at Ohio State University. 
“There’s tremendous uncertainty about 
the future,” he says.

Consider 84-year-old Toinette Ba- 
chelder.'A White House secretary for 34 
years, Ms. Bachelder lives comfortably on 
investments and $2,300 a month from pen­
sions, and buys supplementary health in­
surance. But she is trying to pay a $16,000 
hospital bill for a colon tumor, which keeps 

. her from her favorite pastime: catalog 
shopping.

“It’s taken some willpower," she notes 
with regret, “but I’m ripping out and 
throwing away those little order forms 
before they can tempt me."

Continued From Page Bl

cuse’s Prof. Smeeding. Experts say "this 
'''he group is often more vulnerable than

■ Qualify for government assistance nm- 
grams like Medicaid, Nor can they afford 
someone to fetch groceries'or to use air 
conditioning,^ like the seqres of elderly 
people who died in Chicago’s stifling tem­
peratures this summer.

It’s true that the elderly often have 
more assets and fewer liabilities than their 
children and grandchildren. The median 

w net worth of Americans 65 and over was 
J88.192 in 199~17comDared with $36.623 for 

...All households, according to the Census 
I Bureau. More than 600,000 elderly home- 
\ owners with incomes below $20,000 owned 
/ homes valued at more than $1011,000, ac- 
‘ cording to the 1990 census. .

put unless rooms are rented out, houses 
rinD-’t generate incnmp* and even the^el* 
derlv. with substantial real-estate asset* 
often lack readv cash. “People M'n't eat 
their homes,” says Prof. Treas. Mrs. 
Brown has owned her Washington home 
for 25 years but has no savings to cover 
hospital costs if she gets seriously ill.

None oLthe younger poor havc-he^er 
health-care rnvprageJhan..£randmQnd 
grandpa with their Medicare and Medic­
aid. Yet hPcauseoiderAmen^ans~gener- 

-ally need more-health care than fle young, 
Jhejeldejjy have more out-of-pocket health 
-expenses than, other age j^oiips in 1993, 

households headed by elderly people spent

rhiMrAn jvafp

Xnra^hnld a much

u/oro pnncirL 

1993 poverty level was $6,930 for a person 
living alone and $8,741 for a couple.) The 
elderly clearly make more money than 
before: their median income has more 
than doubled, in 1992 dollars, over the 
past 35 years, the Census Bureau says.

All of which is heartening - until you

pnvprty amnny the olriarly and rqprh 
fieppnii* nn their sex, race and mari- 

r tai status In 1992. for PYamplT~?Tm?ly 
I white men on average made $15,276, about

2-5_Iimes mQre_than_th£_alrier black and 
-Hispanic women at the other end of the 
spertniip ' ~

In 1993, 43% of elderly black women 
living alone were poor. NoFfar frnm'the 
Columbia Country 'Club’s well-clipped 
greens lives one of them, Annie Brown, a
74-year-old widow who survives in Wash­
ington mainly on her monthly $700 Social 
Security payments. For 75 cents, she gets a 
chicken or Salisbury steak lunch at a 
center for the elderly, where she comes

By Christina Duff
Staff Reporter of The Wall Street Journal

Just how well off are the nation’s
elderly? 1

Endless oratory from debates over
Medicare, Social Security and other pro- ■
grams illustrate just how polarized opin­
ions are on this subject. Republican Sen.
Alan Simpson of Wyoming calls the 65-plus
crowd “greedy geezers” - oldsters in Ber­
muda shorts teeing off near their second
homes in Florida. Old people "care most i
about themselves - even at the cost of
future generations,” concluded a study byThird Millennium, a young-adult group | 
that is lobbying for Social Security re­
form. ’ ®

On the other side of the debate, older
people are seen as helpless victims - frail
folks saving coins for what sometimes is ; 
the best meal they can buy - dog food. Out-of-pocket average annual heatth-care \ 
They “live on low incomes and they know expenditures •’./,<
where every penny goes," Democratic «___
Rep. Pete Stark of California has said. ' j

"Depending on whom you talk to, [the
elderly! are either ‘bloodsucking vultures’
or ’pathetic creatures,’ ” says Rebecca
Chekouras, a vice president of Age Wave
Inc., Emeryville, Calif., which advises
companies on how to sell to the aging.

So who’s right? “There’s some truth in
j ust about everything, ’ ’ says David Wise of
the National Bureau of Economic Research
in Cambridge, Mass. The elriw-lv’s eco­
nomic status is far more varied thanthat of
anv other are eroun, a slew of research
■tionciudes. Timothy Smeeding, a professor
of economics at Syracuse University, says dally. “I’ve got barely enougfiloliveoiF 
the “least interesting statistic for the after 40 years serving cafeteria food and 
elderly is the median.” .....

Well above the median, and playing gin
|. --- _ x a • ■ x* ——

----- — w XZVMatMJ VIUU JUOl V» VI OCj <VV1U1U uiu mure yuuuiiui uesii* 

outside Washington, D.C., 89-year-old Ed- tute may have escape routes - jobs or

bit in stocks and has "a good pension,

ance-company executive: Social Security • nia, Irvine. And poverty statistics don’t 

accounts for only 7% of his income. He nods
at plaid-jacketed buddies in the olub’s Grill
Room and confides that “none of these peo­
ple need" government help.

Hum-nil MHny’c aMarlv rtn hqv» flifrhor
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sweetheart

of a deal from Congress...

ributed $2.5 million to politicians in Washington...

And some politicians in Washington are cutting a deal to save the federal sugar program,

Even more uni
ieeter deal.

1994.
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Consumers, businesses.
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Sound like business as usual?
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Tell Congress it’s------

It’s time to end the sugar program.
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^believable - they aren’t even U.S. citizens.

They are Palm Beach corporate

estimates

I
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eneuonmentalists and taxpayer or^uzaUons

_________ 202-739-0206

which gives them $65 million a year - that’s right, $65 million a year.

------The Hill ■ Wednesday, September 20,
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According »<he non-parim Ce»« for Respond Politics, 

their interests have contril------------
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Who are these men
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Meet the first family of Big Sugar...

farmers, and FORBES magazine

their worth at half a billion dollars.

Know why they’re smiling? Because they are getting a
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and why are they 
smiling?



EMPOWERMENT ZONES AND ENTERPRISE COMMUNITIES

A"

* denotes rural designee

RURAL
• Empowerment Zone
• Enterprise Community

URBAN
Empowerment Zone

• Supplemental Empowerment Zone
• Enhanced Enterprise Community
• Enterprise Community

Georgia: Central Savannah*
Georgia: Crisp, Dooley Counties*
Illinois: East St. Louis
Illinois: Springfield
Indiana: Indianapolis
Iowa: Des Moines
Kentucky: Louisville
Louisiana: Northeast Delta*
Louisiana: Macon Ridge*
Louisiana: New Orleans
Louisiana: Ouachita Parish
Massachusetts: Lowell
Massachusetts: Springfield
Michigan: Five Cap*
Michigan: Flint
Michigan: Muskegon
Minnesota: Minneapolis
Minnesota: St. Paul
Mississippi: Jackson
Mississippi: North Delta*
Missouri: East Prairie*
Missouri: St. Louis
Nebraska: Omaha
Nevada: Clarke County, Las Vegas 
New Hampshire: Manchester
New Jersey: Newark
New Mexico: Albuquerque
New Mexico: Moro, Rio Arriba, Taos 

Counties*
New York: Albany, Schenectady, Troy 
New York: Buffalo
New York: Newburgh, Kingston 
New York: Rochester
North Carolina: Charlotte
North Carolina: Halifax, Edgecombe, 

Wilson Counties*
North Carolina: Robeson County* 
Ohio: Akron
Ohio: Columbus
Ohio: Greater Portsmouth*
Oklahoma: Choctaw, McCurtain

Counties*
Oklahoma: Oklahoma City

EMPOWERMENT ZONE (EZ)
California: Los Angeles
California: Oakland
Georgia: Atlanta
Illinois: Chicago
Kentucky: Kentucky Highlands*
Maryland: Baltimore
Massachusetts: Boston
Michigan: Detroit
Mississippi: Mid Delta*
Missouri/Kansas: Kansas City, Kansas 

City
New York: Harlem, Bronx
Ohio: Cleveland
Pennsylvania/New Jersey: Philadelphia,

Camden
Texas: Houston
Texas: Rio Grande Valley*

ENTERPRISE COMMUNITY (EC)
Alabama: Birmingham
Alabama: Chambers County*
Alabama: Greene, Sumter Counties*
Arizona: Phoenix
Arizona: Arizona Border*
Arkansas: East Central*
Arkansas: Mississippi County*
Arkansas: Pulaski County
California: Imperial County*
California: L.A., Huntington Park 
California: San Diego
California: San Francisco, Bayview,

Hunter's Point
California: Watsonville*
Colorado: Denver
Connecticut: Bridgeport
Connecticut: New Haven
Delaware: Wilmington
District of Columbia: Washington 
Florida: Jackson County*
Florida: Tampa
Florida: Miami, Dade County
Georgia: Albany

»

Oregon: Josephine*
Oregon: Portland
Pennsylvania: Harrisburg
Pennsylvania: Lock Haven*
Pennsylvania: Pittsburgh
Rhode Island: Providence
South Dakota: Beadle, Spink Counties* 
South Carolina: Charleston
South Carolina: Williamsburg County*
Tennessee: Fayette, Haywood

Counties*
Tennessee: Memphis
Tennessee: Nashville
Tennessee/Kentucky: Scott, McCreary

Counties*
Texas: Dallas
Texas: El Paso
Texas: San Antonio
Texas: Waco
Utah: Ogden
Vermont: Burlington
Virginia: Accomack*
Virginia: Norfolk
Washington: Lower Yakima*
Washington: Seattle
Washington: Tacoma
West Virginia: West Central*
West Virginia: Huntington
West Virginia: McDowell*
Wisconsin: Milwaukee
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