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MEMORANDUM FOR THE PRESIDEN

FROM: KATHLEEN A. McGINTY

RE: CEQ WEEKLY REPORT

OMNIBUS APPROPRIATIONS

The Senate is expected to complete work on the Omnibus Appropriations bill next Tuesday.
The Administration objected to the previous appropriations conference reports on the
environment because of special interest riders and inadequate funding. To fix the funding
problem, the Administration proposed $966 million for EPA and $75 million for DOE
climate related programs.

The Senate made substantial progress on the funding side by agreeing to add back $727
million to EPA. However, this still leaves shortfalls in important programs for climate,
environmental technologies, and water quality -- especially Boston Harbor which received no
additional money.

The House added back no money for EPA.

Both the House and the Senate continue to concede little ground on the issue of riders. They
still include provisions affecting Tongass National Forest, Mojave Desert, Columbia River
Basin, Endangered Species Act, wetlands protection, and the Toxic Release Inventory (Right-
to-Know). Furthermore, the Senate rejected the Administration-supported Murray
amendment to fix the timber rider from the FY 1995 Rescissions Act. I must emphasize that
the environmental community is strongly opposed to the riders included in this bill and feel
that they are reason enough for this bill to be vetoed. At a press conference with Senator
Tom Daschle (D-SD), Congressman Richard Gephardt (D-MO) and others on Wednesday,
the Vice President indicated that the bill would be vetoed, even if the money problems were
fixed, if the riders were not fixed as well.

Senator John Chafee (R-RI) and Senator Harry Reid (D-NV) offered an amendment to the

omnibus appropriations bill that would have repealed the moratorium that has been in place
since last summer on listings and critical habitat designations under the Endangered Species
Act (ESA). It lost by two votes. You should know that environmentalists are criticizing us
for not doing more to support the amendment, and are pushing for a statement that you will
veto the omnibus bill over this issue. Our response at this point is that we have consistently
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opposed the ESA moratorium, and were actually working with environmentalists the day of
the vote on this rider. However, we have not committed to a veto over any single one of the
rider issues; rather, as you reiterated in a statement today, we object to all of the "harmful
and -unacceptable riders affecting the environment. "

REGULATORY REFORM

. The Senate has agreed to pass next week the bill on regulatory reform, introduced by Senator

- Kit Bond (R-MO), which reduces burdens on small business and requires a Congressional
layover of major rules (a Reid-Nickles proposal). The Administration supports this
legislation, although we are seeking additional improvements. Because this bill is narrow in
scope, it is expected to strengthen the hand of moderate House Republicans who want to limit
the House to a narrow bill as well.

Meanwhile, Senator Carl Levin (D-MI) has completed work on a regulatory reform proposal
that meets most of the substantive objections of the Administration and the labor/public
interest coalition. At the same time, Senator J. Bennett Johnston (D-LA) has produced a new
proposal of his own, with the support of Senator Chuck Robb (D-VA), which may set up a
duel with Senator Levin. The Administration will need to monitor this situation very
carefully in the next few weeks. The Bond bill is likely to be the only bill that is signed on
regulatory reform this year.

MURRAY TIMBER AMENDMENT

Unfortunately, despite considerable effort by many of your staff, cabinet officers and the
Vice President, the Murray legislation was defeated in the Senate yesterday, 54-42. Senator
Mark Hatfield (R-OR) exerted considerable pressure on individual Members to oppose the
bill, and several Members who had expressed support for it voted against or abstained. We
must now determine our timber rider strategy in the context of the omnibus bill, which will
carry the Hatfield/Gorton language that we believe is unsatisfactory. Prior to the Senate
vote, you issued a strong letter of support for Senator Murray's bill.

In addition, The Oregonian published an editorial on Tuesday, March 12 supporting Senator
Patty Murray (D-WA) proposal on old-growth timber. The editorial is attached for your
review. Similiar supportive editorials have appeared in the Seattle Post-Intelligencer and the
Seattle Times.

ENDANGERED SPECIES ACT

You may recall that there has been considerable controversy in California over the
Endangered Species Act's requirements as related to the Stephens' Kangaroo rat in Southern
California.
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I am happy to report that last week, the Riverside County Habitat Conservation Agency voted
to establish a 43,000-acre wildlife preserve which will serve both the needs of the species and
_potentially other species and will free 530,000 acres of land from development restrictions by
May 6th. Local press is signaling that the controversy may now be near an end. We are
- being praised in the press for pulling this off. The Department of the Interior handled this
masterfully and deserves much credit.
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After a confidential meeting with the owners of the New World mine proposed near
Yellowstone, I established a small working group to determine if there is a way for an
exchange of assets that may provide the company a graceful exit.

The working group developed some attractive options that could provide a win/win for

the Administration, the company, and the conservation groups. To follow up, this week the
Vice President convened a meeting with Secretary Babbitt, Secretary Glickman,
Administrator Browner, Assistant Secretary of the Army Martin Lancaster, Director Rivlin,
and me to discuss next steps. My objective is to name a name a lead negotiator for the
Administration early next week to begin very sensitive talks with the €ampany as soon as
ssib ssured. But, I am

very optimistic that ¢ a real opportunity here. It is critical, however, that this remain
absolutely confidential. Freelancing on the part of any agency will sink the deal.

The Oregonian reported on Tuesday, March 12 that a group of more than 60 economists
from the Northwest agree that environmental protection is good for economy. A statement

as issued by the economists which made the following points: 1) environmental protection
has helped create and maintain the economic health and vitality of the Pacific Northwest; 2)
the loss of jobs in natural resources and aerospace industries has not been primarily due to
environmental restrictions. The article is attached for your review.
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The Oregonian

March 12, 1996

Fix the timber rider
Sen. Murray’s proposal could force
needed compromise on old-growth sale provision

ought to grab to reconsider the
increasingly notorious timber
rider that Congress passed last year.

The rider, proposed by Sen. Slade
Gorton, R-Wash, was aimed at expe-
diting salvage sales of burned and dis-
eased trees on federal lands by freeing
those sales from the normal apipeal
procedures under environmental
laws. Environmental groups opposed
it, Its most controversial provision,
which Murray would largely repeal,
ordered the administration to proceed
with suspended sales of old-growth
timber in Western Oregon and Wash-
ington that don't meet current forest
and stream protection standards.

Murray is proposing an amendment
that would cancel the old-growth sale
mandate but require the administra-
tion to either make other timber
available to purchasers or buy back
the standing timber they bought but
can't log.

Addilionally, the Murray proposal
would allow appeals of proposed tim-
ber sales, including salvage ones, but
it would shorten the appeal period. On

en. Patty Murray, D-Wash,, is
S offering the Senate a chance- it

salvage sales, that's the solution Con-
gress should have adopted at the be-
ginning.

Regarding the Western Oregon and
Washington old-growth sales, Mur-
ray's proposal would provide more
flexibility for the U.S. Forest Service
than a modification proposed by Sen.
Mark Hatfield, R-Ore., and Gorton to
the original rider. They would allow
forest managers to substitute other
timber for the purchased tracts or to
buy back the sale, but only if the pur-
chaser consented. A House-passed ver-
sion allows the timber exchange but
does not include a buyback provision.

As we noted a while back, the Hat-
field proposal is a considerable im-
provement over the confines of the
original rider, Murray's amendment
is even more desirable, rolling the
original rider back even further. It
isn't perfect and its passage wouldn't
resolve the controversy. But it could
force a compromise that the adminis-
tration and responsible members of
both the timber industry and the envi-
ronmental camp would grudgingly ac-
cept.
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LCOnomists agree
environmentalism
good for economy

By THOMAS MICHAEL POWER

88 environmental regulation run-

amoK in the Paucific Northwest
states, strangling our traditional
: natural resource industries and
impoverishing otr familles and communi-
tes? Although some of the political dialogue
heard in the region might suggest this, u

- group of more than &0

Environmental quality in both our soclal
and natural environments has boon a powor-
ful force In drawing people, busincssos und
economic activity (o the reglon.

Protecting that which is attractive about
the region does not constrain economic well-
belng. Rather, such protection enhances it
and energizes local ecanomles,

Conversely, degrading the guality of life

in the region 18 an'un-
1ikely raute to economic

ndvantages of

professional economiats
ety [N VY OPINION [ SarasPtfpdars

ment on & CONSANsus
statement, “‘Economlc
Well-Being and Eanviron:
mantal Protection in the

wise choicss about re-
source protection and -

s :
Becond, environmental
protection has helped
create and maintain eco-
nomic health and vitall-
ty, not undermine it,
Third, the loss of jobs
in natural resource and
asrospace industries has
not been primarily due

our reglon In I.I:;ttmpt
to prop up ustries
that even in the best cir-
cumstances will not be
sources of additional
Jobs and Income.

The economic vitality
the reglon has enjoyed iz
not Umitted to our largs
- metropolitan areas.
Most counties and com-
munities heve yhared in
the expansion, even
some towns that have
lost lumber mills since
1860.

Still, many families
and some communities
have sufferod as certain
economic actlvitios have
declined slgnificantly.
However, helping faml-
lles und communities
udupt to the new emerg:
ing economy Is far more
likely to be productive
than focusing public pol
icy on recreatng the

ora.

10 environmental restric- “

3

it e Lok 8¢ ebch of - Although it is often joked that
Contrary ta many pre- ¢CONOMIsts cannol agrec on a
dictions, the doclines In  thing, In this case more than

5

<ld min- on a consensus stalement.

linds and the clos. five dozen reached agreement
century: In
o

ingmudlﬁ ar enhanc
P&l‘h our natural
landscapes does not gim-
ply waste ur lock up val-
unble resources. Protoct-
ed landscapes vide
valuable Dows of impor-
tant environmental serv-
lces that contribute di-
rectly to residents’ well-

Many of the declines In traditional indus-
tries such as wood products, metal mining
and ‘aerospace had lirtle or nothing to da
with environmental protection. The more

al demand for houging; the uutomation of

mills and new laborsaving methods in

minos and on farms; tho ond of tha Cold War

and reduced defense spending: Increased

competition In a global economy: and the

agthnll shift from goods to services produc-
e

It s important to keep in mind that those

{0 toswes Bave ReGR Teplaged many (Imes

over by new jobs that have allowed the re-
ﬂmt:nwrk force and real lncomes to rise,
not

livabllity of the reglon.

Both are crucial to the

long-run economic vital-
ity of the region,

Environmental protection, like natural re-
source extraction, is a valuable activiry.
What we aro seurching for is the appropri-
ate bulance betweon these two economicully
valuable uses of our natural landscapes.

Ignoring the posltive economic role
played by environmentul quality and envi-
ronmental protection will not help us In
making a wise cholce that enhances our and
our children's economic futura.

§9  being and maintain the

Thomas Michael Power Is chalrman of the
Economics Department at the Unlwerslty of
Montana, Missoula, Mont. 58812. He submit-
ted this article on behalf of more than & Pa-
clflc Northwest economists who now have en-
dorsed the December 1995 report “Economic
Well-Being ond Environmental Protection in

Wi Paciic Northioest. " Poter and othor agn.

omists have scheduled a naws conference in
Seotile on to answer some of the
criticism dirécted at the report,
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CHART OF THE WEEK

Household Assets and Debts in 1992
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Assets Debts

Recently released analysis of data from the Federal Reserve provides an updated
picture of the distribution of assets and debts among households in the United States.
During 1992 (latest available data), the top 10 percent of households (in terms of net
worth) held about three-fifths of all assets, while the bottom 90 percent of households
shouldered about two-thirds of all debts. A Special Analysis in this issue of the
Weekly Economic Briefing focuses on the recent rise in the level of household debt.
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CURRENT DEVELOPMENT

Stalling in Labor Force Participation Dampens Growth

After growing an average of 0.5 percent per year
from 1970 to 1990, the labor force participation rate

(rati

bor fo! the ulation) has been

virtually unchanged since 1990. This standstill is

one of the reasons behind the slow growth of

potentiat GDP.

Analysis.

The stalling of the rise in the

participation rate is due mainly to a leveling-off in

Labor Force Participation Rates

Women'’s Labor Force Participation
Rate and Child Dependency Ratio

the rate for women; the rate for men
has fallen no faster than in earlier
years (see top chart). Much of the
leveling-off of the female participation
rate may be associated with changes
over time in the birth rate.

Between 1962 and 1973, the birth rate
fell dramatically, a pattern echoed
several years later in the declining
ratio of children per woman aged 20
to 54 (the dependency ratio). With
fewer children at home, more women
entered the labor force. The birth rate
hit bottom around 1973 and since then
has changed little, causing a
subsequent flattening in the child
dependency ratio. This has been
accompanied by a deceleration in the
labor force participation rate for
women (see bottom chart).

N
Looking forward. Without
further decline in the dependency raho

20 LL 1 1 L I 1 L Il L L L 1
1950 1954 1958 1962 1966 1970 1974 1978 1982 1986 1990 1994

or_a significant increase in childcare
alternatives (affordable daycare or

childrearing by fathers), it is unlikely that the labor

force participation rate for women will increase.

With the male labor force participation rate
continuing to fall, the overall participation rate is
unlikely to increase.

Weekly Economic Briefing
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SPECIAL ANALYSIS

Household Debt Continues to Climb

Households continue to take on debt at a rapid pace, as consumer and mortgage

loans have recently climbed to record levels as a share of income. The explosjve
growth in household credit, particularly for balances on credit cards, has faeled
concern that rising interest rates could pus ge and initiate

a dropoff in consumer spending, which accounts Tor two-thirds of all spending.

Analysis. The percent of income that families are paying to service their debt“

increased sharply through the third quarter of 1995 (latest data), but remains below
the peak reached in the late 1980s (see

Debt Service Payments top chart). Most of the increase in the

S debt burden was due to payments on

" / 1© consumer installment debt (primarily
ol |, car loans and credit cards), while
T payments on mortgage debt changed

e b little.

(right scale)
7 -4
D i ML Another sign that households may be
"™ commupamens 1" overreaching is evidence that the

b ol buildupin consumer debt during 1994
and__1995 outpaced household net

. invgstment in durable goods (like
Household Net Investment in @mefm% With
Durables Minus Consumer Credit the exception of 1946, this pattern is
unprecedented (see bottom chart).
While it makes perfect sense to use
credit to finance purchases of long-
lasting durable goods, it makes less
sense to use credit to finance
purchases of nondurable goods and
services, such as groceries that are
consumed immediately. No doubt
some of the buildup in debt reflects
increased use of credit cards for
incentives like frequent-flyer mileage or for convenience purchases where balances
are paid off each month (see Weekly Briefing, December 8, 1995). Nonetheless,
the rise in debt over and above investment in durables is troubling.

8

8 &8 8 8
T T T

Billions of dollars

o

Are households running into difficulties? Delinquency rates on
consumer debt increased again in the last part of 1995, continuing a rise that
began in mid-1994. Still, the rate of delinquencies remains well below its peak
in the early 1990s. Furthermore, mortgage delinquencies, which soared in the
early 1990s, have continued their downward trend (see chart on next page).

Weekly Economic Briefing 2 s March 15, 1996 -
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Many people cut their mortgage payments by refinancing during 1993 | when

Delinguency Rates as a Percent of Average Loans
L]

1 1 | 1 | 1 1 1
1888 1888 1880 1891 1992 1093 1094 1995

mortgage rates hit 20-year lows.
Refinancing activity also picked up a
bit late last year and early this year,
prior to the recent rise in interest rates.
Accordingly, many homeowners are
now locked into low mortgage rates
and their mortgage payments therefore
will not change as interest rates rise.
At the same time, many of these

homeowners have variable-rate credit"

card debts and home-equity loans with
payments that could increase due to
the recent rise in interest rates.

Credit access has become widespread. Over the past decade, credit has
become increasingly available to underserved groups of society. A Federal
Reserve survey shows that the proportion of families earning less than $10,000
(1992 dollars) who reported credit card debt outstanding rose from 11 percent in
1983 to 24 percent in 1992. Those with incomes between $25,000 and $50,000,
however, reported little increase in the share with outstanding credit card balances,
while for upper income households the share actually declined. Likewise, the

share of mortgage loans
increased significantly in recent years.

to thos i mo i es has

This “democratization” of credit is a very positive social development that has
helped families meet emergencies and enjoy the benefits of homeownership.
Despite these obvious benefits, the increased availability of credit might be a
factor in the recent upticks in delinquency rates and measures of the debt burden.

Weekly Economic Briefing
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SPECIAL ANALYSIS

Mobility Helps But Inequality Persists

Some observers have recently argued that the widening gap between rich and poor
is misleading and not a cause for concern because American society is
characterized by a high degree of mobility up the income ladder—making
opportunity over time far more important than income at any given point in time.
They emphasize that people at the bottom of the income distribution very often
move up and post sizeable gains in their incomes over time, thereby making
conventional measures of income inequality meaningless.  Although the
opportunity to better oneself clearly is a hallmark of our society, available
evidence firmly demonstrates that
income mobility has not been
sufficient to offset the negative effects
of the widening disparity in incomes.

End-of-Period Distribution of Individuals
Who Began Period in the Lowest Income Quintile
60

Income mobility is high.
People at the bottom of the income
distribution do indeed frequently move
! upward. For example, nearly half of
N NIl _.mm | individuals whose incomes in 1977
Sssanns i e Fumoinds Hpemadde - placed them at the bottom of the

3 1976 of
in lowest quintie in 1967 inlowest il 1977 income scale had incomes that moved
them into higher quintiles 10 years
later (see top chart). In addition, those who were initially in the bottom quintile

had gains of nearly 80 percent in real income over this period compared to gains
of just 5 percent for those at the top.

Measuring inequality. In a society with a lot of mobility, the distribution
of average lifetime incomes is a more accurate gauge of income inequality than
is the distribution of average incomes in a given year. Although data have not
been collected on lifetime incomes, they are available over a period long enough
for individuals to experience
significant income mobility.  For
_ Real Family incomes of example, individuals who were in the

Individuals Averaged Over 10 Years i ;
120,000 top quintile during 1967 had average
family income over the period 1967-

wocco |- 76 roughly 4.5 times the average
g income of those who were initially in
g 60,000 y
8 the bottom quintile (see bottom chart).

s
g

Ten years later, this gap had widened,
with individuals in the top quintile in
o s e 1977 having average income over the

S Lowest unvie B oghest Qunte 1977-86 period about 5.5 times the
average income of those initially in
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the bottom quintile. Thus, over these 10-year periods, income mobility was far
from sufficient to equalize incomes. Still, mobility did help keep the 10-year
average income for those starting at the bottom in each decade from falling, as it
would have if they had remained in the bottom quintile.

As earnings have grown more unequal, mobility has not
increased. Between 1969 and 1989, real wages for men fell for the bottom
two quintiles of workers, remained unchanged for the middle quintile, and rose
only modestly for the top quintile. Women had a similar widening in earnings,
as wages for the top quintile outpaced wages for the bottom quintile. Given that
the disparity in wages has worsened, however, workers likely would need to bé:
moving up the income scale at a faster rate to offset this disparity. But mobility
has not increased: the top chart on the previous page shows an almost identical
degree of mobility between 1977 and 1986 as between 1967 and 1976.

Summary. Although income mobility is high and in principle can help to
equalize incomes over people’s lifetimes, in practice the amount of mobility is not
sufficient to alleviate concerns about rising income inequality. In addition, even
if lifetime incomes are more equal than actual incomes at a point in time, the
inability of most people to borrow against future income implies that consumption
outcomes will always be far more unequal than lifetime incomes. Accordingly,
conventional measures of inequality that are based on “snapshots” of average
incomes remain a useful tool for assessing inequality.
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ARTICLE

How Well Does Unemployment Insurance Meet the N
of Workers?

Worker dislocation is a major source of anxiety for American families. This
Administration has tried to ease the transition for affected workers, without unduly
slowing economic change. The CEA, along with representatives of the Labor and
Treasury Departments, is examining the unemployment insurance system (UI) to
determine whether modifications to the system might be helpful both to discourage
layoffs and to provide better social insurance for laid-off and dislocated workers.
This Article is the first in a series about the UI program.

Basic Structure of the Program. States have flexibility to set their own
program requirements, but most state programs share the same basic
characteristics.

Eligibility. In order to be eligible for benefits, unemployed workers
generally need to have involuntarily lost a covered job, to have worked long
enough and earned enough to demonstrate a substantial attachment to the
workforce, and to be available for and actively seeking suitable (often full-
time) work.

Benefits. Ul benefits are generally set at between 50 to 70 percent of
prior wages, subject to a maximum benefit amount. After a 1-week waiting
period, benefits are provided until a worker finds a job, but for no more than
26 weeks. Unemployed workers in states with high and increasing
unemployment rates are eligible for an additional 13 weeks of extended
benefits through the Federal extended benefits program.

Financing. The program is financed by state and Federal payroll taxes.
State taxes finance most UI benefits, while Federal taxes finance state
administrative costs and half of extended benefit costs. Taxes imposed on
employers partly reflect the unemployment insurance experience of firms:
those with a history of many layoffs pay higher taxes than others.

How well does the Ul program serve the needs of the unemployed?
Three important aspects of the program are the adequacy of benefits, the extent
of coverage of the workforce, and the treatment of low-wage workers.

Benefit adequacy. UI benefits replace roughly 65 percent of wages, according to
a recent study. This study also concluded that the replacement rate has been
relatively constant over the recent past. Because all states impose a maximum
benefit amount, replacement rates are higher for low-income workers than for
high-income workers.
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Covered unemployment. Roughly 90 percent of workers are in jobs covered by
the UI system, up sharply from slightly under 60 percent in 1950. The fraction
. of unemployed workers actually receiving unemployment insurance benefits is
much lower, however, and has fallen over time, although it has recovered

somewhat in recent years (see chart).

Share of Unemployed Receiving Ul Unergplnycﬂ_j.ndmduals-nol_m;ylﬂg
55

be ude no

ny attachment to the workforce, those
it who_quit their jobs, those who have
exhau i d e

g“’ i in the first week of
&l unemployment. Researchers examin-
ing the decline since the late 1970s in

| the fraction of the unemployed
wlo v | receiving benefits point to four major

1963 1967 1971 1975 1979 1883 1987 1991 1985 fact()rs;

* The tightening up and stricter enforcement of eligibility standards.

* The decline in unionization, as unions typically assist unemployed workers
through the application process for UL

* The decline in manufacturing, as unemployed manufacturing workers are
more likely to receive UI benefits.

ift of employment to i loyed
nefits typicall en lower.

Low-wage workers. While replacement rates tend to be higher for low-wage
workers who are eligible for unemployment benefits, eligibility is lower. Only
workers who have earned at least a minimum amount and worked at least a
minimum length of time are eligible for UI benefits. Part-time low-wage workers
often do not meet these tests—rendering them ineligible for unemployment
insurance even though a relatively large fraction of their wages have been subject
to unemployment tax. Similarly, in a large majority of states, workers are deemed
“able and available for work” only when they are looking for full-time work.

Conclusion.  The Advisory Council on Unemployment Compensation,
appointed by Congress to suggest improvements in the UI system, recently
released its final report. The CEA is studying the Council’s recommendations, as
well as other possible policies to improve the Ul system. In particular, we are
examining two important issues: the effectiveness of the UI system at easing the
transition for dislocated workers and the question of whether employers
sufficiently take into account the full cost to society of laying off or firing
workers.
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BUSINESS, CONSUMER, AND REGIONAL ROUNDUP

Online Market Likes President’s Chances. According to two separate
measures, the University of Iowa’s Political Futures Market currently gives the
nod to the President in this November’s election. The market, which can be
accessed via the Internet, allows anyone to buy and sell shares paying different
amounts depending on who wins the Presidency. For example, contracts paying
$1 in case of a Clinton reelection and zero otherwise now sell for more (about 53
cents) than the analogous Republican candidate contract (about 40 cents). Using
information from other available contracts, it is also possible to estimate the
market’s expectation of a particular candidate’s share of the total vote received by
the Democratic and Republican nominees. In a Clinton-Dole matchup, the market
currently expects Clinton to garner 52 votes for every 48 Dole votes. These
figures may differ from polls because they build in expectations of market
participants—whose investments (up to $500 worth) are at risk—regarding future
changes in the voters’ mood.

Latest Fed Survey Paints Picture Of Moderate Growth, Little
Inflation. Economic activity around the country seems to have improved
recently, largely reflecting rebounds from weather-related slowdowns in January,
according to the latest survey of business conditions by the Federal Reserve.
More than half of the 12 Fed Districts report some gains in manufacturing, but
activity in that industry seems fairly flat on average. Nonetheless, a number of
districts report growing demand for capital goods, particularly industrial
machinery; this finding suggests a healthy degree of investment. Advances in
retail trade did not offset all the effects of weak holiday and January sales, but
nonetheless retail trade around the country was generally up. While wage gains
were called modest and several districts report tight labor markets, overall wage
and price pressures were described as generally “subdued.”

Wall Street: Not Main Street. A new study by researchers at the
National Bureau of Economic Research sheds some light on the nature of stock
ownership in the United States. Using Federal Reserve data, the researchers find

that the sh. holds who own stocks grew from 33 percent in 1983 to 37

_,pefgﬁﬂ-t—m—l-ggl,_uu.th_hmmaholds_now holding two-thirds of total U.S. equities.

While gains in the stock market therefore have accrued to a larger percentage of
the population, the distribution of stock ownership remains very unequal. The top
10 percent of households hold 90 percent of all household equity investments
(including individually owned stocks and mutual funds, stocks held in IRAs,
401(k)s, and other defined contribution savings plans), while the bottom 80
percent of households hold a minuscule 2 percent.
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INTERNATIONAL ROUNDUP

Russia To Receive $2.7 Billion In Loans From German Banks.
German banks will lend $2.7 billion in credits to Russia over 7 years,
supplementing the recently announced $10.2 billion IMF credit. Roughly $2
billion will be offered through a consortium of banks led by Deutsche Bank at
market rates and is intended as direct financial assistance for Russia's economic
reform program. The remaining $700 million will be extended by the
Kreditanstalt fur Wiederaufbau, the Frankfurt-based development bank,
and is aimed at financing longer term projects in the joint interests of both
countries. The German government is prepared to guarantee 90 percent of the
loans, thereby further raising its $28 billion credit exposure to Russia. Germany
is Russia's largest trade partner, accounting in 1994 for 11 percent of Russia's
exports.

World's Largest Banks Prepare To Set Up Global Forex Clearing
Bank. The world's largest banks are developing plans for a global foreign
exchange clearing bank. The aim is to produce an instantaneous settlements
system in which payment by one bank is immediately offset by a matching
payment from another bank. This would reduce the settlement risk associated with
the default of banks involved in large international transactions. According to the
news report, members of the clearing bank would have to make deposits into their
accounts on a daily basis, and transactions would be credited and debited
throughout the day. If one member bank defaulted during the day, losses would
be shared among other members. The goal is for the bank to be operational in
3 years. The amount of capital flowing through foreign exchange markets has
more than doubled in the last 6 years.

Japan's Current Account Records First Deficit In S5 Years. For
the first time since 1991, preliminary official current account estimates for Japan
show a small deficit for January. This announcement came as a surprise to private
sector analysts, who had expected a surplus. The fall in the current account is
fully explained by the 20 percent decrease in the merchandise trade surplus
between December and January. There has been a clear downward trend in
Japan's current account balance in the last year, explained in part by strong yen
appreciation and by a surprisingly rapid surge in imports for an economy in
recession.

Weekly Economic Briefing 9 March 15, 1996



RELEASES THIS WEEK

Producer Price Index
The producer price index for finished goods decreased 0.2 percent

in February. Excluding food and energy, producer prices
increased 0.1 percent.

Due Friday, March 15, 1996

Consumer Price Index
Industrial Production and Capacity Utilization

MAJOR RELEASES NEXT WEEK

Housing Starts (Tuesday)
Advance Retail Sales (Wednesday)

Weekly Economic Briefing 10 March 15, 1996
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U.S. ECONOMIC STATISTICS

Percent growth (annual rate)
Real GDP (chain-type)

GDP chain-type price index

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

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

Personal saving
Federal surplus

Unemployment Rate

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

Inflation (percent per period)
CPI
PPI-Finished goods

1970- J 3 .
1993 1995 1995:2 1995:3 1995:4

2.7 1.4 0.5 3.6 0.9
5.3 2.6 2.5 22 2.2
1.5 0.8 3.0 1.7 -0.5
0.6 1.4 2.0 22 0.6
1.3 2.2 3.2 2.4 2.4
10.9 10.2 10.2 10.2 10.3
4.5 4.0 3.9 4.0 © 4.0
8.2 111 111 11.1 11.8
9.2 12.5 12.8 12.5 12.3
5.1 3.3 2.9 3.2 3.6

-2.7 N.A. -2.9 -2.2 N.A.
1970- Dec. Jan. Feb.

1993 1995 1995 1996 1996
6.7 5.6 5.6 5.8 55
145 -188 705

8397

5.8 2.5 0.2 0.4 N.A.
5.0 2.2 0.6 0.3 -0.2

**Figures beginning 1994 are not comparable with earlier data.

New or revised data in boldface.

Weekly Economic Briefing
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Letters on CIA use of journalists from CNN and AP. Frank Daniels, Chm. of AP
and Pres. of Raleigh News and Observer. Via Erskine. Says that current CIA
position articulated by DCI Deutch -- that there are situations in which journalistic
cover can be used by CIA -- exposes journalists to real danger of false accusation,

J interrogations, even torture. (E.g., Terry Anderson was pressed by his captors in
Lebanon to "give up" identity of the CIA conduit at AP.) Policy enunciated by
Stansfield Turner (during Carter Administration) should be reaffirmed, with no talk of
exceptions. Tom Johnson, Pres. of CNN. Via McCurry. Same general thrust.
Notes that CNN’s local Iraqi driver was recently tortured in effort to force him to
disclose which CNN staffers were CIA operatives. Deutch’s current statements just
d to the dangers journalists face in hostile settings. Johnson seeks statement of
"absolute ban on use of journalists as covers for spying."

(D)  Orville Schell article -- "How to Talk to China." Highly recommended by Mickey
Kantor. The gist is that U.S. will not get anywhere by a policy of making
concessions to preserve the relationship. "China...has learned through practice that if
it is sufficiently militant and willing to threaten ’the relationship,’ it can usually count
on the United States to backpedal." "Each U.S. concession is seen not as a good-faith
gesture but as a sign of weak resolve, which if exploited can confer further
advantage." "[T]he murkiness of U.S. policy and the almost pleading quality of
Washington’s appeals to Beijing to meet American diplomats halfway" has
"encouraged Beijing to hope it can continue to control the situation.” Communist
Party is more tempted than ever to beat the nationalist drum, making it advantageous
to depict U.S. as a threat, and making it difficult for Jiang to approach you as a
problem-solving partner. Jiang lacks power base and clout to make major concessions
as Mao did with Nixon and Deng did with Carter.

\d:',) Quinn response on Judith Hart Social Security matter. This is the case about
whether benefits should be paid to a four-year-old girl conceived after her father’s
X death through the use of frozen sperm. Although the WH had instructed Justice to
\ work with SSA to settle this issue favorably to the claimant and to work with HHS on
appropriate policy changes -- that message was not conveyed in a timely fashion.
% However, SSA has now agreed to grant full pay benefits to Judith Hart, and Justice
will move to dismiss the case as moot. SSA, Justice, DPC and Counsel’s office will
examine the legal and policy issues arising from this matter.

(F)  Glickman memo on ad regarding avocado imports. Via Leon, who notes: "Need
FQ;QQ to carefully consider impact of rule before proceeding.” Background. On July 3,
Aﬂi’% 1995, the Animal and Plant Health Inspection Service (APHIS) proposed changing
import regulations to allow importation of Hass avocados from the Mexican state of
\%\ \JZK Michoacan into 19 additional Northeastern states during the months of November
through February. The California Avocado Commission has consistently opposed this
@ proposal, and on March 11, ran a full-page ad in the Washington Post stating that
Sec. Glickman is being misled on the science, the Department does not have solid
data, and its method of analysis is flawed. Response. Glickman says no new issues
were raised by the ad and that USDA’s decision will be based on science and will
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March 1, 1996

MEMORANDUM FOR THE PRESIDENT

From : Mike McCurry \twé'
Assistant to the President and Press Secretary

Re : Letter from CNN

I wanted to make sure that you reviewed the enclosed letter
from CNN’s President Tom Johnson on the issue of journalists and

the CIA. CNN is seeking a statement from the Administration on
this issue.

Please let me know if you would like a response drafted or
if you would like for us to arrange a call with Tom Johnson.

Thank you.



ONE CNN CENTER, Box 105366, Atlanta, GA 30348-5366

TOM JOHNSON

President

(404) 827-1311
Fax: (404) 827-4215

February 29, 1996

The Honorable William Jefferson Clinton
President

The United States of America

The White House

Washington, D.C. 20500

Dear Mr. President:

An issue of such critical importance has arisen that | feel compelled to appeal to
you for support from The White House and from you personally.

It is the first and only time that | have approached you directly on a matter of
such severity. | do not take lightly the demands which are on your time and on
your plate.

Recently, it was disclosed that there are exceptions under which journalists can
be used as “covers” for CIA spying.

That policy, and those exceptions, simply must not stand. To permit this policy
to remain in effect places every journalist under suspicion of being a CIA spy.
Recently, CNN'’s local Iraqi driver was tortured unmercifully on two occasions as
Iraqi officials tried to force him to identify which CNN staffers were CIA
operatives. Even though he denied that any was a CIA employee, he had his
home, his car, and all of his possessions confiscated and was returned for
another period of torture. (A memorandum from Eason Jordan, the CNN
International Editor, is attached).

| met last Friday with CIA Director Deutch. He understands the dilemma. | also
have spoken with Tony Lake, Mike McCurry, and Senator Arlen Specter,
Chairman of the Senate Select Committee on Intelligence.

We need a statement which reads: “An absolute ban on the use of journalists as
covers for spying is the policy of this administration. There will be no
exceptions.”

| would welcome an opportunity to talk with you in person or by phone. If
Director Deutch and you discuss this, | hope that you will consider my views and



Page Two

those of other news organizations which are working inside such countries as
Iraq, North Korea, Iran, Cuba and other nations which are hostile to the United
States. Journalists in many countries already are in danger. Many have been
shot, killed, mugged, interrogated, and held captive. This policy adds severely to
the dangers and the risks they face.

Keeping this policy alive not only jeopardizes the lives of journalists, but also
shuts off information for the American public.

| have been most pleased by the open attitude that Director Deutch, Tony Lake,
and Mike McCurry have provided to me.

| hope you will act promptly on this request.

Sincerely,

T

cc.  Director Deutch
The Honorable Tony Lake
The Honorable Mike McCurry
Senator Arlen Specter
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SLUG WRITER DAY DATE TIME REV. BY ON STATUS TIME
jordan Thu Feb 22 09:49 jordan Feb 22 10:02 READY 1:09

To: Tom Johnson
From: Eason Jordan

Date: 22 February 1996

CNN staffers on several occasions in hostile locales have faced
accusations of direct or indirect links to the CIA.

A prime example:
A key minister in Iraq, Revolutionary Command Council member
Hamad Youssef Hummadi, once accused me in a one-on-one meeting
of being a CIA agent. He refused to accept my denial. In recent
months our local-hire driver in Baghdad, Bassem, twice was
subjected to multi-week torture sessions at the hands of the
Iraqi secret police. I saw him after the first eplsode. Bassem
was permanentlg disfiqured, blinking incessantly and_ﬁhﬁh;ng
uncontr a;gy. Bassem told me his interrogators wanted him to
identify CIA agents masquerading as CNN journalists. Bassem said
the secret police used every means imaginable to convince Bassem
to confirm what the secret police told him was their suspicion
that I’m the CIA station chief for Iraqg. Bassem claimed he refused
to finger any CNN’ers as a CIA agent. Bassem subsequently had his

belongings -- house and car -- expropriated by the Iragi government.
He thereafter was brought back to Mukabarat headquarters for
,k several more weeks of brutal questioning. At roughly the same tinme,

a senior Iraqgi official warned me privately to stay out of Iraq.

Regards,
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(C) , Letters on CIA use of journalists from CNN and AP. Frank Daniels, Chm. of AP
& and Pres. of Raleigh New. rver. Via Erskine. Says that current CIA
.

ﬁ&e position articulated by DCI Deutch -- that there are situations in which journalistic
4\ cover can be used by CIA -- exposes journalists to real danger of false accusation,

l/ ) (ihz, interrogations, even torture. (E.g., Terry Anderson was pressed by his captors in
/ P Lebanon to "give up” identity of the CIA conduit at AP.) Policy enunciated by
\ Stansfield Turner (during Carter Administration) should be reaffirmed, with no talk of
(UH exceptions. Tom Johnson, Pres. of CNN. Via McCurry. Same general thrust.

@’b Notes that CNN’s local Iraqi driver was recently tortured in effort to force him to
(Wf disclose which CNN staffers were CIA operatives. Deutch’s current statements just
dd to the dangers journalists face in hostile settings. Johnson seeks statement of
"absolute ban on use of journalists as covers for spying."

(D)  Orville Schell article -- "How to Talk to China." Highly recommended by Mickey
Kantor. The gist is that U.S. will not get anywhere by a policy of making
concessions to preserve the relationship. "China...has learned through practice that if
it is sufficiently militant and willing to threaten ’the relationship,’ it can usually count
on the United States to backpedal." "Each U.S. concession is seen not as a good-faith
gesture but as a sign of weak resolve, which if exploited can confer further
advantage." "[T]he murkiness of U.S. policy and the almost pleading quality of
Washington’s appeals to Beijing to meet American diplomats halfway" has
"encouraged Beijing to hope it can continue to control the situation.”" Communist
Party is more tempted than ever to beat the nationalist drum, making it advantageous
to depict U.S. as a threat, and making it difficult for Jiang to approach you as a
problem-solving partner. Jiang lacks power base and clout to make major concessions
as Mao did with Nixon and Deng did with Carter.

\di) Quinn response on Judith Hart Social Security matter. This is the case about
whether benefits should be paid to a four-year-old girl conceived after her father’s
\ death through the use of frozen sperm. Although the WH had instructed Justice to
\ work with SSA to settle this issue favorably to the claimant and to work with HHS on
appropriate policy changes -- that message was not conveyed in a timely fashion.
However, SSA has now agreed to grant full pay benefits to Judith Hart, and Justice
will move to dismiss the case as moot. SSA, Justice, DPC and Counsel’s office will
examine the legal and policy issues arising from this matter.

(F)  Glickman memo on ad regarding avocado imports. Via Leon, who notes: "Need
ﬂqﬁ to carefully consider impact of rule before proceeding." Background. On July 3,
Q:‘k"‘v 1995, the Animal and Plant Health Inspection Service (APHIS) proposed changing
import regulations to allow importation of Hass avocados from the Mexican state of
%\ \é}c( Michoacan into 19 additional Northeastern states during the months of November
through February. The California Avocado Commission has consistently opposed this
& proposal, and on March 11, ran a full-page ad in the Washington Post stating that
Sec. Glickman is being misled on the science, the Department does not have solid
data, and its method of analysis is flawed. Response. Glickman says no new issues
were raised by the ad and that USDA’s decision will be based on science and will
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MEMORANDUM FOR THE PRESIDENT
FROM: JACK QUINN

RE: JUDITH HART SOCIAL SECUR

1%
MATT@?\

You inquired recently about the status of the Judith Hart
Social Security matter, and why the United States had opposed, in
court, Judith Hart’s efforts to obtain benefits. You will recall
that this matter concerns whether Social Security benefits should
be paid to a four year old girl, conceived after her father’s
death through use of frozen sperm.

We had, in fact, instructed the Department of Justice to
work with the Social Security Administration to settle this issue
favorably to the claimant and to set in motion, with the
Department of Health and Human Services, appropriate policy
changes. That instruction was not conveyed to the necessary
people in a timely fashion.

After inquiring further about this, we have now been
informed that the Social Security Administration will grant full
pay benefits to Judith Hart. The Justice Department therefore
will move the court to dismiss the case as moot. Additionally,
the Social Security Administration, the Justice Department, the
Domestic Policy Council, and our office will examine the legal
and policy issues arising from this matter.

Ao

cc: Carol Rasco
Kitty Higgins



. HUD Delivers Ultimatum to Slumlord in Cleveland: On February 23, HUD gave a
Cleveland non-profit group, NOAH, Inc. (Neighbors Organized for Action in Housing, Inc.)
72 hours to correct health and safety violations at six Cleveland-area housing developments,
and no more than 30 days to correct all violations of federal housing quality standards.

OFFICE OF NATIONAL DRUG CONTROL POLICY
. Key Department News: General McCaffrey was confirmed by the Senate on February 29 as

the Director of the Office of National Drug Control Policy. He will be sworn in privately on
March 1, with a public ceremony on March 6, with the President and Justice Ginsburg.

. White House Conference: The White House Conference on Youth, Drug Use, and Violence
will take place on March 7, at Eleanor Roosevelt High School in Greenbelt, MD. A
welcoming reception will take place at the White House on the evening of March 6.

SMALL BUSINESS ADMINISTRATION

. Deputy Administrator Nominee: You approved Ginger Lew as his nominee for Deputy
Administrator for the SBA. She will begin acting in her new position in mid-March and
begin the confirmation process.

VETERANS AFFAIRS

. Budget-Driven Reduction in Force Impacts VHA Headquarters: February 24 marked the
effective date of the Veterans Health Administration (VHA) headquarters Reduction in Force
(RIF) personnel actions. VHA issued letters of Proposed Separation to 133 employees and
Notices of Reassignment or Change-to Lower Grade to 118 employees on December 14,
1995. VA set up a Career Transition Center to help displaced employees identify suitable
placement opportunities, and were successful in finding jobs for many.

. VA Establishes Internet Home Page: On February 23, VA came "on-line" with its
customer service section of the VA Home Page on the Internet. The purpose for establishing
an agency home page was to: 1) provide citizens access to the agency's customer service

standards; 2) publicize an agency Presidential Vanguard Commitment; and 3) offer customers
an outline feedback mechanism.

Hart Case in Federal Court: On February 28, the Federal district court in New Orleans
heard oral argument in a case involving a child and a mother who were -denied Social
. Security benefits because the child was conceived three months after the worker's death. The
%l\ worker had his sperm frozen, and over three months after his death, Ms. Hart underwent a
._’((T“gametc intrafallopian transfer" procedure under which her ova were fertilized using the
I

)s Cabinet Weekly Summary Report, February 23 - March |, Page 8



worker's sperm and then implanted in her. This resulted in a pregnancy and the birth of
Judith Hart on June 4, 1991. The plaintiff and her mother contend that the denial of
survivor's benefits to a child conceived after the worker's death is unconstitutional.

Investigation of Death Row Inmate Receiving Social Security Benefits: SSA is
investigating the recent discovery of a prisoner on death row in California who has received
Social Security disability benefits in violation of the law for up to 14 years. William Bonin
was executed on 2/23/96. Upon receiving the death certificate, SSA discovered that Bonin
had been receiving checks at a bank in Los Angeles (possibly totaling $70,000 - $75,000).
Commissioner Chater has asked for an investigation, including the seizure of any assets.

Preliminary review of his records indicate that information received in 1990 should have been
investigated.

DEPARTMENT OF INTERIOR

Grazing: Sen. Domenici has led a Republican effort to overturn the Administration's grazing
program and legislate it to an elevated status among all public land uses. Sen. Baucus is the
only Democrat thus far to join him. Hunters, fishermen, and other outdoors and
environmental groups are opposed to the Domenici effort. Interior believes the
Administration program is working, that Domenici will not move without measurable

Democratic support, that the next few weeks are critical, and that the President's best interest
is served by no Senate action.

Chesapeake and Ohio Canal: The Department is planning several events revolving around
the C&O Canal restoration. Private fundraising for restoration totals $500,000. On March
18, MD Governor Glendening, Secretary Pefia and Secretary Babbitt will create a state/federal
canal interagency task force coordinating Maryland's restoration work. The First Lady may
dedicate and celebrate the reopening of a portion of the C&O Canal.

Travel Update: Secretary Babbitt will be travelling to Orlando, FL on March 2, to particpate
in the St. John's River celebration with Lt. Governor MacKay. In conjunction with the
President's environmental speech in NJ, Secretary Babbitt will be travelling to Baton Rouge,
LA and possibly Texas for the next leg of the "National Heritage Tours."

UNITED _STATES DEPARTMENT OF AGRICULTURE

. House Passes Farm Bill: On Thursday, the House passed Chairman Roberts’ Freedom to
Farm legislation (H.R. 2854) by a vote of 270 to 155. During floor consideration of the bill,
the House adopted the following amendments: an amendment that included many of the
conservation provisions already incorporated into the Senate-passed version; an amendment to
reform export and food assistance programs; and an amendment to provide $200 million for
the Everglades. During consideration of the bill, the House rejected Democratic motion
which would have included a modified version of the Freedom to Farm program; additional

~ Cabinet Weekly Summary Report, February 23 - March 1, Page 9
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Letters on CIA use of journalists from CNN and AP. Frank Daniels, Chm. of AP
and Pres. of Raleigh News and Observer. Via Erskine. Says that current CIA
position articulated by DCI Deutch -- that there are situations in which journalistic
cover can be used by CIA -- exposes journalists to real danger of false accusation,
interrogations, even torture. (E.g., Terry Anderson was pressed by his captors in
Lebanon to "give up" identity of the CIA conduit at AP.) Policy enunciated by
Stansfield Turner (during Carter Administration) should be reaffirmed, with no talk of
exceptions. Tom Johnson, Pres. of CNN. Via McCurry. Same general thrust.
Notes that CNN’s local Iraqi driver was recently tortured in effort to force him to
disclose which CNN staffers were CIA operatives. Deutch’s current statements just
d to the dangers journalists face in hostile settings. Johnson seeks statement of
"absolute ban on use of journalists as covers for spying."

(D)  Orville Schell article — "How to Talk to China." Highly recommended by Mickey
Kantor. The gist is that U.S. will not get anywhere by a policy of making
concessions to preserve the relationship. "China...has learned through practice that if
it is sufficiently militant and willing to threaten ’the relationship,’ it can usually count
on the United States to backpedal.” "Each U.S. concession is seen not as a good-faith
gesture but as a sign of weak resolve, which if exploited can confer further
advantage." "[T]he murkiness of U.S. policy and the almost pleading quality of
Washington’s appeals to Beijing to meet American diplomats halfway" has
"encouraged Beijing to hope it can continue to control the situation.” Communist
Party is more tempted than ever to beat the nationalist drum, making it advantageous
to depict U.S. as a threat, and making it difficult for Jiang to approach you as a
problem-solving partner. Jiang lacks power base and clout to make major concessions
as Mao did with Nixon and Deng did with Carter.

\\di) Quinn response on Judith Hart Social Security matter. This is the case about
whether benefits should be paid to a four-year-old girl conceived after her father’s
J death through the use of frozen sperm. Although the WH had instructed Justice to
\ work with SSA to settle this issue favorably to the claimant and to work with HHS on
appropriate policy changes -- that message was not conveyed in a timely fashion.
% However, SSA has now agreed to grant full pay benefits to Judith Hart, and Justice

will move to dismiss the case as moot. SSA, Justice, DPC and Counsel’s office will
examine the legal and policy issues arising from this matter.

(F)  Glickman memo on ad regarding avocado imports. Via Leon, who notes: "Need
r’yQt to carefully consider impact of rule before proceeding.” Background. On July 3,
“1(44‘) 1995, the Animal and Plant Health Inspection Service (APHIS) proposed changing
import regulations to allow importation of Hass avocados from the Mexican state of
\JZ( Michoacan into 19 additional Northeastern states during the months of November
through February. The California Avocado Commission has consistently opposed this
& proposal, and on March 11, ran a full-page ad in the Washington Post stating that
Sec. Glickman is being misled on the science, the Department does not have solid
data, and its method of analysis is flawed. Response. Glickman says no new issues
were raised by the ad and that USDA’s decision will be based on science and will
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20250
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INFORMATIONAL MEMORANDUM FOR THE CHIEF OF STAFF !
FROM: Dan Glickman
Secretary
SUBJECT: Full-page Ad in the Washington Post Regarding Avocado Imports
ISSUE:

On March 11, 1996, the California Avocado Commission ran a full-page
advertisement in the Washington Post opposing the APHIS proposed rule to allow
the importation of Hass avocados from Mexico.

BACKGROUND :

On July 3, 1995, APHIS proposed changing import regulations to allow
importation of Hass avocados from the Mexican State of Michoacan into 19
additional Northeastern States during the months of November through February.
The California Avocado Commission has consistently opposed this proposal,
making its views known through a number of avenues throughout the rulemaking
procedure.

DISCUSSION:

On March 11, 1996, the California Avocado Commission ran a full-page ad in the
Washington Post stating that Secretary Glickman is being misled on the
science, that the Department does not have solid data, and that its method of
analysis is flawed.

No new issues were raised in this advertisement. Our ultimate decision on the
matter will be science based and will take into account all the comments we
have received during an extended rulemaking process.

With regard to three specific points raised in the ad:

¢ This rulemaking process has been lengthy and inclusive in order to give all
concerned a full opportunity to make their views known.

== In July 1994, Mexican Government officials petitioned USDA to allow
the entry of Hass avocados from the State of Michoacan into 19
additional Northeastern States during the months of November through
February.

-- USDA published an advanced notice of proposed rulemaking on November
15, 1994, receiving more than 300 comments, including written remarks
and oral testimony at two public hearings.

-- Based on this information, USDA published a proposal on July 3, 1995,
that outlined a systems approach that would allow the importation of
Hass avocados from specific areas during specific times and under
specific requirements.

-- To address concerns about the proposal, APHIS held five public
hearings during the public comment period. One of these hearings
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focused specifically on APHIS’ pest risk assessment documents and provided the
opportunity for experts in relevant disciplines to present their views. More
than 2,000 comments were received. APHIS will address all of the issues in
these comments when a final rule is published.

¢ The Harvard University’s Center for Risk Analysis symposium is generic in
nature and will not deal with the specifics of this issue. The APHIS risk
assessment on avocado imports meets international standards and departmental
review was favorable.

s USDA‘s decision on this issue will be science based. The APHIS proposal is
a “systems approach®” that utilizes a series of risk mitigation measures
intended to individually and cumulatively reduce the risk of pest
introduction. The proposed system consists of nine safeguards designed to
operate in a sequential fashion to progressively reduce pest risks to an
insignificant level. These nine components are: (1) field surveys, (2)
trapping and field bait treatments, (3) field sanitation practices, (4) host
resistance, (5) post-harvest safeguards, (6) winter shipping, (7) packinghouse
inspections, (8) port-of-arrival inspections, and (9) limited U.S.
distribution. The systems approach is intended to operate as a *“fail-safe”
system in that redundant safeguards are built into the process; if one
mitigating measure fails, other safeguards are in place to ensure that the
risk continues to be reduced and managed. If pest detections or
irregularities occur at any stage of the system, steps would be taken to
prevent the entry of any affected avocados and appropriate measures would be
instituted to ensure future compliance.

With respect to the industries cited--implying that they would oppose our
proposal--we have been informed that some industries (apple) which support the
APHIS avocado import proposal will again reaffirm that support.

SUMMARY :

No new issues were raised in this advertisement. Our ultimate decision on the
matter will be science based and will take into account all the comments we
have received during an extended rulemaking process. The APHIS risk
assessment meets both international and departmental requirements.
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take into account comments received during lengthy rulemaking process.

(G) , Tyson cover note and Reich memo on pension portability. Bob’s memo discusses
ideas for making 401(k) pensions more portable. He notes that portability isn’t
1 possible for half of all workers because: employers aren’t required to accept transfer
& of 401(k) savings from previous employment; and, option of rolling a 401(k) pension
k(&b) into an IRA is complex. Laura says that an NEC pension working group, with
DOL’s participation, has been developing a revised pension portability proposal and
consequently doesn’t believe any separate response to Bob’s memo is needed at this
\m) time. She hopes to have a proposal to present to you within the next several weeks.

Cutter/Gibbons/McGinty note on greenhouse gas report. In September 1994, the
Administration established a 30-member Advisory Committee to develop
recommendations on policies to reduce greenhouse gas emissions from cars and light
trucks in the years after 2000. The Advisory Committee met 11 times over a one-year
period, but was unable to reach consensus on either policies or a report. The
Interagency Steering Committee report describes the nature of the problem, the
Advisory Committee’s charge, its areas of agreement and disagreement, and the
staff’s conclusions. The area of greatest agreement was that federal support for
research into more efficient vehicles and alternative fuels is appropriate and should be
continued. Executive summary and list of committee members is attached FYI.

) %’) Cardinal Mahony Pastoral Letter on programming for children. Via Leon. The
¢(7 Archbishop of L.A. developed this 1992 pamphlet for members of the motion picture
% “ industry, but suggests that much of the material is also applicable to television.

We also received the following items:

Tyson note on World Bank support for poor countries. Laura responds to an
editorial suggesting that the World Bank use IDA resources in poor countries in
Africa rather than in China (with foreign reserves of $70 billion and foreign

Y
% ‘O\kv{\ investment of $33 billion in 1994). She reports that Treasury has been working hard
to phase out lending to China despite opposition from Japan -- China’s share of IDA
P is down from about 14% two years ago, to about 6% this year. China is projected to
. receive 4 % of IDA’s next replenishment, and then "graduate" while Sub-Saharan

Africa is expected to get 50% of new IDA commitments.

<
M . ® Tyson follow-up on base closure process. Laura thanks you for forwarding the op-

f\) ed on "base closure doldrums.” She believes that although the process is much
Clegm | improved, many communities still cannot get-the cooperation they need from the
n('\ mili § tive mechanism for translating Secretary

lilitary and that, "We may need a more effective mechanism fo
% Perry’s strong support for base reuse into action by base commanders and other
military personnel.” She will give you a progress report in a few weeks.
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MEMORANDUM FOR  THE PF%DQNT 31(;3 "an(
FROM: LAURA D'ANDREA Tvsorf‘)/&mm Jngheo (B &Q

SUBJECT: Attached memo from Secretary Reich concerning %%L%
pension portability

While your pension simplification and IRA proposals go a long way toward increasing
pension coverage and portability, as Secretary Reich's memo points out, barriers
remain to complete portability of even defined contribution plans —— mainly 401 (k)
plans. For example, while employers routinely allow departing workers to roll 401 (k)
accounts into IRAs or into a subsequent employer's 401 (k) plan, the IRA rules are
complex and many employers will not accept the rollovers.

Secretary Reich's memo raises the question whether a revised, repackaged pension
coverage/portability proposal could include statutory and regulatory provisions to
reduce these barriers. Along with Secretary Reich, | believe the answer is "yes."

For the past several months, the NEC pension working group —— which includes active
participation from the Labor Department —— has been developing such a revised
pension coverage/portability proposal. The items raised in Secretary Reich's memo
are under discussion, and various ways of dealing with the problems raised without
creating new problems for either employers or employees are being developed. Thus,
| believe no additional response to Secretary Reich's suggestion is needed at this
time.

We hope to be able to present a broader revised proposal that includes these new
items to you within the next several weeks.
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MEMORANDUM FOR THE PRESIDENT

FROM: . ROBERT B. REICH ﬂh
/

THROUGH: LAURA TYSON

SUBJECT: PENSION PORTABILITY

Herewith, a number of ideas for making 401 (k) pensions more portable.

As you know, over 20 million Americans now save at work through 401 (k)
plans, and the numbers are growing quickly (approximately twice that number are in
traditional "defined benefit" plans, but their numbers have remained constant as
employers increasingly offer 401(k)s, and as large firms downsize).

401 (k) plans are "portable" in the limited sense that workers who leave their
jobs typically can roll over their 401(k)s to an IRA and sometimes to a new
employer plan. However, pension law gives workers little control over many aspects
of portability. For example, job-to-job portability is not possible for about half of all
workers because pension law does not require employers who offer plans to accept
transfer of their employers' 401 (k) savings from previous employment.

Further, the option of rolling a 401 (k) to an IRA is more difficult than it may
appear. To avoid tax penalties, workers must tip toe their way through tax and
timing issues and may have to retain multiple accounts in order to preserve
retirement savings or transfer to future employers' plan.

The attached provisions would go some way towards providing more
meaningful portability for workers. They could be combined with the pension

simplification package already in your budget or included in a later pension
initiative. It is my understanding that the NEC is considering these and other ideas.

Attachment

WORKING FOR AMERICA'S WORKFORCE



401(k) PLAN PORTABILITY ISSUES

I. BACKGROUND

Pension portability is complicated and is related to other important considerations, such as
coverage and benefit adequacy. The challenge is to find ways to expand portability and
coverage for workers, while balancing the costs and administrative burdens on employers in a
voluntary pension system.

Significant portability changes in defined benefit plans would require radical reforms and
could raise costs so as to discourage defined benefit plans.'

In the 401(k) setting, portability means the ability of workers to preserve retirement savings
following a change in employment. 401(k) plans are now relatively portable because workers
who separate from jobs may under many circumstances transfer their 401(k) accounts to
IRAs or other employers' pension plans.

IIL. ANALYSIS OF ISSUES

A. 401(k) PLANS ARE NOT REQUIRED TO ACCEPT ROLLOVERS

Issues

When a worker changes jobs, the law allows direct transfers from one employer's 401(k)
plan to an IRA or another employer's plan that chooses to accept transfers.

An estimated 98 percent of 401(k) participants are in plans that offer direct transfers for
workers who separate before retirement. There is no requirement for 401(k) plans to accept
transfers and only 51 percent of 401(k) participants are in plans that do so.

'Defined benefit plans are designed to fund benefits payable over thirty to forty years,
generally on the highest salary. An employer hiring an older worker would assume dispro-
portionate costs for the benefits promised from previous employment. Furthermore, since de-
fined benefit plans count on compounding to fulfill their eventual obligations, the withdrawal
of assets would have a detrimental effect on the financial status of the funds.



A direct transfer to an IRA is an alternative for workers unable to rollover their 401(kjs to a
new employer's plan. A 401(k) distribution can be transferred directly to a conduit IRA, and
later transferred to another 401(k) plan, but this arrangement is not as simple as it appears.
Funds in a conduit IRA may be transferred tax-free to another 401(k) plan only if it is not
commingled with regular IRA assets. A worker has to establish a second IRA account to re-
ceive 401(k) distributions. . As contrasted with 401(k) accounts, IRAs may be subject to the
claims of creditors. :

For those workers fortunate to find a new employer plan that accepts transfers, the receiving
plan may be able to delay such a transfer until workers satisfy a waiting period which can be
as long as two years. In order to make a requirement that plans accept rollovers a real
option, workers should be able to roll their previous accounts of any amount over into a new
employer plan even if they are not participating yet in that plan.

Option
Require 401(k) plans to accept direct transfers, possibly before a new worker would be
eligible to participate in the plan.

Pros

The consolidation of saving accounts simplifies workers' retirement planning and investment
decisions. Requiring plan sponsors to accept rollovers would reduce leakage due to lump sum
cashouts.

Cons

Plan sponsors would object to the added administrative burdens and to accepting transfers
before a new employee starts participating in the plan because turnover is relatively high for
probationary employees.

B. CREATE NEW OPTIONS FOR WORKERS CHANGING JOBS

Issues

Most plans impose a waiting period for new employees. Employers impose waiting periods
because they have high turnover among their low-paid employees and probationary
employees. Employees who stay for only a short period of time are the least likely to con-
tribute to 40I(k) plans. If these employees were eligible for the plan, their failure to contrib-
ute would reduce the averages used to determine how much the highly-compensated employ-
ees may contribute.



Thus, an employee who switches jobs is often unable to continue uninterrupted 401(k) sav-
ings. At the same time, employees who were covered by the prior employer's plan or whose
spouse has pension coverage may be unable to make tax-deductible contributions to an IRA.

Option 1

Allow 401(k) plans to accept employee salary deferrals during the period before a new em-
ployee is eligible to participate in the plan, without subjecting those contributions to discrimi-
nation testing.

Pros

Allowing plans to accept employee contributions would encourage continued savings among
workers who change jobs. This proposal is a complement to the option discussed in issue A.
If both options were adopted, employees may be able to consolidate their 401(k) savings as
well as continue to contribute.

Cons
Highly-paid employees are more likely to take advantage of this option than low-paid

employees. Plan sponsors may object to setting up and maintaining 401(k) accounts for short
service employees.

Option 2

Allow employees who change jobs to contribute to an IRA during the period before they are
eligible to participate in their new employer's plan.

Pros

Allowing IRA contributions would encourage continued savings among workers who change
jobs.

Cons

Highly-paid employees are more likely to contribute, since only they are restricted from
making tax-deductible contributions to IRAs.



C. WORKERS CANNOT CONTROL THE TIMING OF DISTRIBUTIONS
OR ROLLOVERS

Issues

Workers have reported that they have little control over the timing of their 401(k)
distributions and transfers. Typically participants can elect to (1) have the retirement savings
directly transferred to another retirement account; (2) take the 401(k) assets in a lump sum;
or (3) leave the assets in the 401(k) plan until retirement. We have little evidence that timing
is a widespread problem, but there are two issues to consider:

1. Workers are required to make hasty elections: Workers leaving jobs may only have a short
period of time within which to make decisions about direct transfers. Workers facing long
waiting periods to participate in a new employer plan would benefit from having the ability to
elect a direct transfer at a later date after separation.

Option 1

Require plans to permit separating workers to elect direct transfers at any time after
separation.

Pros

Allowing workers to better control the timing of transfers would mean that they would not
have to maintain multiple savings accounts.

Cons
There is not much evidence to show that this is a widespread problem.

2. Workers face significant delays in getting access to their 401(k) assets:

Some workers have complamcd that once they have elected to transfer or cashout their 401(1()
plan assets, they experience significant delays in having those decisions acted upon by the
plan. Plans may postpone the distribution of 401(k) accounts until the next valuation of plan
assets in order to properly allocate earnings to all participants. Surveys show that most plans
conduct quarterly valuations.

Option 2

Require plans to make distributions no later than a set time after valuations unless the em-
ployee has elected a later date.



Pros

Workers who are leaving their jobs benefit from a clear standard in the law that sets a
maximum period of time for distributions to be made after valuations. Focusing on the tim-
ing of distributions rather than the frequency of valuation would not require plans to make
major changes in the way they operate.

Cons

Again, we do not have evidence of a widescale problem.

D. PROHIBITING INVESTMENT OPTIONS BASED ON EMPLOYMENT STATUS

Issues

Many participants do not transfer their 401(k) accounts because they prefer other forms of
distribution such as an annuity or lump sum. We estimate that of the total $22 billion in
pre-retirement distributions, $10 billion in 401(k) assets were spent in 1995 rather than saved
for retirement. '

If the plan provides that 401(k) assets must remain in the plan until retirement age unless
immediate distribution is taken, separating workers may be encouraged to take a pre-retire-

ment cash-out. Some plans may encourage cash-outs by providing fewer investment options
for separated participants than for active workers.

Option

Require plans to offer the same investment options to all participants regardless of their
status.

Pros

This eliminates a disincentive and encourages workers to keep their retirement savings in
their 401(k) accounts.

Cons

Without a record of abuse in this area, employers may see the imposition of this rule as
unnecessary.



E. ALLOWING TRANSFERS OF AFTER-TAX SAVINGS TO IRAs

Issues

The tax code does not allow after-tax contributions in a 401(k) plan to be transferred or
rolled over to another tax-favored vehicle. This means that a worker who consolidates retire-

ment savings loses the ability to shelter the income on after-tax amounts from taxation, re-
sulting in lower savings at retirement.

Option
Allow the transfers of after-tax amounts to IRAs.
Pros

Workers gain the ability to shelter the income of after-tax amounts from taxation as well as
simplicity.

Cons

The transfer of after-tax contribution to IRAs may require complicated recordkeeping for tax
purposes.



THE PRESIDENT HAf §icw

2/13/4¢

-

take into account comments received during lengthy rulemaking process.

(G) , Tyson cover note and Reich memo on pension portability. Bob’s memo discusses
ideas for making 401(k) pensions more portable. He notes that portability isn’t
possible for half of all workers because: employers aren’t required to accept transfer
of 401(k) savings from previous employment; and, option of rolling a 401(k) pension
into an IRA is complex. Laura says that an NEC pension working group, with
DOL’s participation, has been developing a revised pension portability proposal and
consequently doesn’t believe any separate response to Bob’s memo is needed at this
time. She hopes to have a proposal to present to you within the next several weeks.

o L

Cutter/Gibbons/McGinty note on greenhouse gas report. In September 1994, the
Administration established a 30-member Advisory Committee to develop
recommendations on policies to reduce greenhouse gas emissions from cars and light
trucks in the years after 2000. The Advisory Committee met 11 times over a one-year
period, but was unable to reach consensus on either policies or a report. The
Interagency Steering Committee report describes the nature of the problem, the

\of Advisory Committee’s charge, its areas of agreement and disagreement, and the
N staff’s conclusions. The area of greatest agreement was that federal support for
/b‘fpa « research into more efficient vehicles and alternative fuels is appropriate and should be

continued. Executive summary and list of committee members is attached FYI.
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%‘ﬁ Cardinal Mahony Pastoral Letter on programming for children. Via Leon. The
c(/ Archbishop of L.A. developed this 1992 pamphlet for members of the motion picture

% o industry, but suggests that much of the material is also applicable to television.

We also received the following items:

\j Tyson note on World Bank support for poor countries. Laura responds to an
editorial suggesting that the World Bank use IDA resources in poor countries in

ﬁ < gO ~~_  Africa rather than in China (with foreign reserves of $70 billion and foreign
% %L‘{ investment of $33 billion in 1994). She reports that Treasury has been working hard
(2(1 to phase out lending to China despite opposition from Japan -- China’s share of IDA
h is down from about 14% two years ago, to about 6% this year. China is projected to
receive 4 % of IDA’s next replenishment, and then "graduate" while Sub-Saharan
Africa is expected to get 50% of new IDA commitments.

&% L Tyson follow-up on base closure process. Laura thanks you for forwarding the op-

ed on "base closure doldrums.” She believes that although the process is much
improved, many communities still cannotget-the cooperation they need from the
military and that, "We may need a more effective mechanism for translating Secretary
Perry’s strong support for base reuse into action by base commanders and other
military personnel." She will give you a progress report in a few weeks.

-
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Dingell note. "Your visit to Michigan was a complete success. I have only heard
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MEMORANDUM FOR THE PRESIDENT

FROM: LEON E. PANETTA
Chief of Staff

SUBJECT: Communication from Cardinal Mahony
Cardinal Roger Mahony thought you might be interested in the

attached pamphlet he sent to film makers providing them guidance
on programming for children.

Please find a copy of Cardinal Mahony's pamphlet, as well as a
copy of his letter to me, attached for your information.
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Office of 1531 Los Angeles
Archdiocese of Los Angeles the Archbishop West Ninth California
(213) 251-3288 Street 90015-1194

March 1, 1996
W

Mr. Leon Panetta

Chief of Staff

The White House

1600 Pennsylvania Ave., N.W.
Washington, D.C. 20500

Dear Leon:

Since President Bill Clinton and you are working closely with the television industry on
methods to guide parents on the selection of television programming for their children, I
thought you might be interested in a Pastoral Letter which I developed in September,
1992 addressed to both film makers and film viewers. While the Pastoral Letter had a
particular audience of those in the motion picture industry, so much of the material is
readily and instantly applicable to the television industry itself.

Having noted many of the issues surfaced by the President and the television industry
leaders, I see a very close harmony with the points made in my Pastoral Letter. You
may wish to show President Clinton a copy of the Pastoral Letter, and you are certainly
free to utilize it in any way that helps develop a better system to bring quality television
programming into all of our homes.

Asking the Lord’s blessings upon you and your work for the good of our country, and
with kindest personal regards, I am

ipcerely yours in Chrjst,
ﬂ
al Roger Mahony
Archbishop of Los Angele

eb

Pastoral Regions Our Lady of the Angels  San Fernando  San Gabriel ~ San Pedro  Santa Barbara
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CARDINAL ROGER M. MAHONY



Film Makers, Film Viewers:
Their Challenges
and Opportunities

A Pastoral Letter

Cardinal Roger M. Mahony
Archbishop of Los Angeles

St. Paul Books & Media



THE PRESIDENT HAS SEER

2/1%/ 3¢
take into account comments received during lengthy rulemaking process.

(G) , Tyson cover note and Reich memo on pension portability. Bob’s memo discusses
ideas for making 401(k) pensions more portable. He notes that portability isn’t
1 possible for half of all workers because: employers aren’t required to accept transfer
by of 401(k) savings from previous employment; and, option of rolling a 401(k) pension
[‘(&b] into an IRA is complex. Laura says that an NEC pension working group, with
DOL’s participation, has been developing a revised pension portability proposal and
consequently doesn’t believe any separate response to Bob’s memo is needed at this
\d) time. She hopes to have a proposal to present to you within the next several weeks.

Cutter/Gibbons/McGinty note on greenhouse gas report. In September 1994, the
Administration established a 30-member Advisory Committee to develop
recommendations on policies to reduce greenhouse gas emissions from cars and light
trucks in the years after 2000. The Advisory Committee met 11 times over a one-year
period, but was unable to reach consensus on either policies or a report. The
Interagency Steering Committee report describes the nature of the problem, the
Advisory Committee’s charge, its areas of agreement and disagreement, and the
staff’s conclusions. The area of greatest agreement was that federal support for
research into more efficient vehicles and alternative fuels is appropriate and should be
continued. Executive summary and list of committee members is attached FYI.

J\C’) Cardinal Mahony Pastoral Letter on programming for children. Via Leon. The
Archbishop of L.A. developed this 1992 pamphlet for members of the motion picture
% industry, but suggests that much of the material is also applicable to television.

We also received the following items:

Tyson note on World Bank support for poor countries. Laura responds to an
s editorial suggesting that the World Bank use IDA resources in poor countries in
< gO i} Africa rather than in China (with foreign reserves of $70 billion and foreign
RS W investment of $33 billion in 1994). She reports that Treasury has been working hard
(2(1 to phase out lending to China despite opposition from Japan -- China’s share of IDA
- is down from about 14% two years ago, to about 6% this year. China is projected to
. receive 4 % of IDA’s next replenishment, and then "graduate" while Sub-Saharan
Africa is expected to get 50% of new IDA commitments.

ed on "base closure doldrums.” She believes that although the process is much

W 0, improved, many communities still cannot-getthe cooperation they need from the
Q"\ military and that, "We may need a more effective mechanism for translating Secretary
Perry’s strong support for base reuse into action by base commanders and other

military personnel." She will give you a progress report in a few weeks.

[2::2&; ° Tyson follow-up on base closure process. Laura thanks you for forwarding the op-

® Dingell note. "Your visit to Michigan was a complete success. I have only heard
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MEMORANDUM FOR THE PRESIDENT

e e
FROM: Laura D'Andrea Tyson N/ dunr ¢ o \OD,«J-—/

SUBI: Review of Base Closure Process

Thank you for passing along the op—ed on "base closure doldrums." This is a good
time to take stock of the base-reuse process, and I have asked my staff to work with DoD to
do that.

My own view is that although the process is much improved and we have some real
successes to point to, many communities still cannot get the cooperation they need from the
military services. We may need a more effective mechanism for translating Secretary Perry's
strong support for base reuse into action by base commanders and other military personnel.

I will give you a progress report in a few weeks.
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take into account comments received during lengthy rulemaking process.

Tyson cover note and Reich memo on pension portability. Bob’s memo discusses
ideas for making 401(k) pensions more portable. He notes that portability isn’t
possible for half of all workers because: employers aren’t required to accept transfer
of 401(k) savings from previous employment; and, option of rolling a 401(k) pension
into an IRA is complex. Laura says that an NEC pension working group, with
DOL’s participation, has been developing a revised pension portability proposal and
consequently doesn’t believe any separate response to Bob’s memo is needed at this
time. She hopes to have a proposal to present to you within the next several weeks.

Cutter/Gibbons/McGinty note on greenhouse gas report. In September 1994, the
Administration established a 30-member Advisory Committee to develop
recommendations on policies to reduce greenhouse gas emissions from cars and light
trucks in the years after 2000. The Advisory Committee met 11 times over a one-year
period, but was unable to reach consensus on either policies or a report. The
Interagency Steering Committee report describes the nature of the problem, the
Advisory Committee’s charge, its areas of agreement and disagreement, and the
staff’s conclusions. The area of greatest agreement was that federal support for
research into more efficient vehicles and alternative fuels is appropriate and should be
continued. Executive summary and list of committee members is attached FYI.

Cardinal Mahony Pastoral Letter on programming for children. Via Leon. The
Archbishop of L.A. developed this 1992 pamphlet for members of the motion picture
industry, but suggests that much of the material is also applicable to television.
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Tyson note on World Bank support for poor countries. Laura responds to an
editorial suggesting that the World Bank use IDA resources in poor countries in
Africa rather than in China (with foreign reserves of $70 billion and foreign
investment of $33 billion in 1994). She reports that Treasury has been working hard
to phase out lending to China despite opposition from Japan -- China’s share of IDA
is down from about 14% two years ago, to about 6% this year. China is projected to
receive 4 % of IDA’s next replenishment, and then "graduate" while Sub-Saharan
Africa is expected to get 50% of new IDA commitments.

Tyson follow-up on base closure process. Laura thanks you for forwarding the op-
ed on "base closure doldrums."” She believes that although the process is much
improved, many communities still cannot-get-the cooperation they need from the
military and that, "We may need a more effective mechanism for translating Secretary
Perry’s strong support for base reuse into action by base commanders and other
military personnel.” She will give you a progress report in a few weeks.

Dingell note. "Your visit to Michigan was a complete success. I have only heard
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INFORMATION

MEMORANDUM FOR THE PRESIDENT / o
, gﬂuob )
FROM: LAURA D’ANDREA TYSON

SUBJECT: World Bank Support for the Poorest Countries

I want to comment briefly on the article you sent me (attached)
on the World Bank’s use of concessional International Development
Association (IDA) resources in China. While it is true that
China is still eligible for IDA funding, Bob Rubin has been
working hard to phase out such lending. Treasury’s efforts,
however, have been opposed by Japan, which wants IDA to continue
poverty alleviation programs to China.

Japanese opposition notwithstanding, we have made progress in
reducing China’s share of IDA (from about fourteen percent two
years.ago, to about six percent this year). China is projected
to receive four percent of IDA’s next replenishment (IDA-11), and
then “graduate”. By contrast, Sub-Saharan Africa is expected to
get about fifty percent of new IDA commitments.

Attachment
Tab A Newpaper Article re: World Bank
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C. Dubious policies have appeared in lending to poor natzons

With free markets and capitalism fueling
change in the world today, poor countries have
a harder time than ever competing for devel-
opment funds. The most needy traditionally
have depended on interest-free loans from
institutions like the World Bank, but many of
these countries, especially in Africa, are not
getting adequate funding. Some rethinking on
lending policies is in order at the World Bank.

Consider China and India, the two largest

recipients of World Bank loans. As Times col-

umnist Jim Mann pointed out last week, China
received $925 billion in interest-free loans in
1994 from the bank's International Develop-
ment Assn., which is supposed to lend to coun-
tries so poor that they can't get credit else-
where. Well, China has foreign reserves of $70
billion and attracted more than $33 billion in
foreign investment in 1994; per capita income,
at $530 in 1994, was well above the world aver-
age of $382 for.countries that receive IDA
-funds. With China on its way to fuller develop-
‘ment, surely some of the money going there
should be diverted to Africa, where per capita
mcome is only $307 a year. ‘Africa is the only

gBa el, Please, and Hold the LOXT ».
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. When does a bagel become a meal" When 1t s

. served with lox.
Washington lobby:sts need to know that dis-
. tinction and others similar to it because the

- -pules have finally changed. The old days of
s treating' House members to three-martini
- lunches and exquisite lobster dinners are over,

thanks to a solid reform law that restricts those

- who make a living trying to influence legisla-

tion. Under the new rules, lobbyists still can

- spring for a bite to eat, if it is literally a bite:-A""

~meatball speared on a toothpick at a reception is
allawed. A meatball topping spaghetti is not.

Fmger food is usual?y OK. Doughnuts are
fine. So is a croissant. Plain bagels make the cut,
but not when served with Nova Scotia salmon.
rding to-an interpretation by a lawyer for
the House Ethics Committee, salmon would
- make a bagel pretty close to a meal. A meal is
allowed, but only if at least 25 members of an
organization are present so a lobbyist cannot
moaqpohze the House member.

Buymg an alcohollc drink is not off limits as

continent where the number of poor 1& expected

to rise in the next decade. Cozialtiee
Too often, too conveniently, loans designed to

relieve poverty reflect the political interests of

the.bank and its donor countries, which'are led |-

by the United States, Japan, Germany, France
and Britain. China is a model of a poor';g&cluntry '
successfully following the World s, rec-
ommendations for a capitalist-based”e
policy, so the bank wants to continue funding _
China. Japan, with an eye on regional develop-
ment, has been the strongest supporter of pov-
erty loans to China. Some World Bank policies,
Mann observed, hint of neocolonialism. For
instance, London has persuasively argued
against any early diminution of poverty Idans to
India, its former colony and the No. 1 recipient
of World Bank loans in 1995. There are far
needier countries in Africa, Eastern Europe and
Central ‘Asia. They deserve no-in Joans if
overty is the criterion, but they dtrmqt have _ -
h-profile champions in the lenders" camp.
The World Bank is-supposed to be impartial,

granting loans on a case-by- casebasis Its_eems s

to have lost sight of that. . P
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long as t.he ofﬁc1a1 is st:-mdmg at a bar when he

.~ or she consumes it. But lobbyists can no longer

pay for several rounds plus appetizers. . - .
The. rules are a little more relaxed:for the
Senate. Lobbyists can still pick up the‘tab but
: only up to $50 a meal and $100 a‘ yédr¥which
won't go very far in a town donnnated‘ﬁ'y res- '
taurants that cater to expense accounts:’ .
It is amazing that. lobbying reform assed :
given the long history of the practice. e term
_“lobbyists” was ‘coined during the Kirg
gress in 1789, according to the Congress
nary. Farmers merchants and anyong, ]
had a persona.l interest in the outcome g} gis
lation had to wait outside in the lohby,,Dunng
the 19th century, influence-peddlers were con-
sidered congressional pests. Only since ,then did
lobbyists begin picking up tabs for m 5, gifts,
trips andother luxuries. . LihEPnatel
The meal ban and the other reformsshould
reassure wary voters. Lobbyists can no:longer
use a bagel and lox or a chateaubriand.to buy

access routmely denied to the public.
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