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Science & Technology
ENCRYPTION
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9
THE PRESIDENT HAS SEEN

BIG BREAKTHROUGH
—OR BIG BROTHER?

Washington may like key recovery, but privacy hawks don’t

or the Royal Dutch/Shell Group,
the electronic messages zipping
among its 120 far-flung companies
“represent the glue that holds the
corporation together,” says Shell en-
cryption expert Nick Mansfield. But the
messages must be kept from prying
eyes. In the Dark Ages before comput-
ers, Shell sent sensitive telexes in code.
And now, as the Netherlands-based oil
and chemical giant launches a global
network for its internal communications,
piggybacked on the Internet, it is count-
ing on sophisticated encryption technol-
ogy to keep its secrets safe.
Shell is one of hundreds of compa-
nies that understand how critical cryp-
. is to a wired world. Without it,
“we won't have real electronic commerce
or electromc banking,” says Kawika
Daguio, technology maven at the Amer-
can Bftkers Assn. But Shell's new web
mn't just.on the cutting edge of the In-
formsﬂ@ﬁ“ Age. It also offers hope that
industry. and government are finally
g8 solution to a raging policy de-
ts the needs of law enforce-
st the right to privacy.

ENCRYPTION An employee

creates a message that is

encrypted with a “session key”
generated by the system.

The central question is what type and
level of encryption U.S. companies are
allowed to export. In recent years, en-
cryption technology has become so so-
phisticated that a personal computer can
apply codes that government experts
can't crack. FBI officials and the code-
breaking spooks at the National Security
Agency fear that such unbreakable cryp-
tography will be used by terrorists, child
pornographers, and other nasty charac-
ters. As a result, the U.S. government
has long tried to limit the spread of the
technology around the world Swith strict
export controls. It used the export re-
strictions to encourage domestic use of
technologies that would give the gov-
ernment—in criminal investigations, for
example—keys to decipher the code.
cul BONO? In 1993, the Clinton Admin-
istration pushed a government-developed
chip dubbed Clipper that gave law en-
forcers the key to a secret “backdoor,” al-
lowing them to read any coded message.
Industry, fearing government intrusion,
violently rejected it. The Administration
made a series of small compromises, but
they, too, were rejected. Finally, in Oc-

TRANSMISSION The key is

also encrypted. The message

and key are sent to the
recipient. The recovery center also
has the ability to unlock the key.

tober, the Clintonites decreed that firms
could export even the strongest cryp-
tography. The main condition was that
companies maintain access to their own
keys and agree to hand them over in
response to warrants or court orders.
“Two years ago, imagining that the gov-
ernment would allow exports of cryp-
tography of unlimited strength was like
imagining during the Cold War that the
Berlin Wall would fall,” says Stephen T.
Walker, CEO of Trusted Information Sys-
tems (T18) in Glenwood, Md.

Nevertheless, the new policy raised
the hackles of everyone from right-wing
conservatives and privacy advocates to
some software executives. Republican
representative Sonny Bono of California
doesn’t want the FBI to have access to
keys because “I absolutely don't trust
them,” he says. And software execs ar-
gue they’re losing foreign sales to over-
seas competitors who aren’t bound by
the restrictions.

Some of this opposition will never
fade. Philip Zimmermann, creator of a
legendary cryptography program called
Pretty Good Privacy, would like to “roll
back the clock to a time when every
conversation was private.” But many ex-
perts predict industry will eventually go
along. Much of the current criticism, they
contend, represents a simple lack of un-
derstanding of the companies’ own need
to access or “recover” encoding keys.

Most firms are only now beginning
to think about how to ensure security as
they hook up to public networks, says
James Hurley, cryptography expert at
the Aberdeen Group, a Boston consult-
ing and research firm. They haven’t yet
gotten to the next stage of deciding

seePeOe®

RETRIEVAL The recipient de-
crypts the key and uses it to
read the message. If the com-
pany needs to read the
message, it does the same.
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kow they are going to manage cipher |
keys. “When 1 talk to end users about
' this, they don't know key recovery from
a hole in the wall,” he says.
In contrast, savvier customers are re-
alizing the importance of key-recovery

technology. For Shell execs to maintain |

control of their vast empire, “they must
be able to look at any of the messages
that flow around the
group of companies,”
explains Mansfield.
“With  encryption,
that requires central
control of keys.”
Meanwhile, to meet
the anticipated de-
mand, computer sup-
pliers are launching
new products that
offer key access.
Hewlett-Packard, for example, is about to
announce a hardware system that allows
customers to use whatever type of en-
cryption or key management will fit their
needs—and their government's policies.
“We believe this solves the problem,”
says H-P Vice President Rick Sevcik.
ESCROW SCHEME Today, most encryp-
tion schemes use so-called public-key
cryptography. Complicated math- allows

i { ;

[
|
|

Can backup keys be
kept secure enough?

Who would be liable in
the event of a breach?

senders to use one key, which is made
public, to garble a message. But only the
recipient with the corresponding private
key can decipher it.

But what happens when employees
lose their private keys or leave the com-
pany? How can companies gain access to
their files? One method is to simply keep
copies of every private key in escrow.
For instance, each
time Nortel Secure
Networks’ “Entrust”
encryption  product
generates a new public
and private key pair
for a user, “the private
key is backed up and
put in the server,” ex-
plains Brad Ross, di-
rector of business de-
velopment for Nortel.

But this so-called key-escrow scheme
isn't ideal. For one thing, the backup
keys must be kept under tight securi-
ty—and there are unanswered questions
about liability if the security is
breached. In addition, law enforcers who
use a search warrant to obtain a private
key would then have access to every-
thing encoded by the key, not just a
few relevant documents or messages.

Looking for something? Excite on Sun.

Sun. one ol the biga

engines on the Web=Excite. PC World was so impressed they gave them an A+ and said.

what we were looking for better than any other engine.”

search: sports fan + rabid

‘Quite simply. Excite delivered

All we can say is way (o go team. THE NETWORK IS THE COMPUTER™

TIS's Walker thought there must be a
better way. So he came up with the no-
tion not to save messages or private
keys—but simply to give companies the
ability to recover the keys used to en-

| erypt messages. A dompany can then

decrypt the key and decode just the
relevant message. But the sender’s key
remains private, safe from both compa-
ny execs and federal agents.

There are still practical hurdles be-
fore the technology can become wide- |
spread. Communications software must
be adapted, and legislation will be need-
ed to clarify the liability issues for key-
recovery centers. The Administration is
currently working on a draft bill. And
whether key recovery becomes a global
solution depends on whether other gov-
ernments sign on to the idea.

But a trend is beginning to emerge.
Administration critic James Bidzos, CEO
of rRsa Data Security Inc. in Redwood
City, Calif., concedes, “we are seeing
the market move to emergency access
[of keys]. If the government wants to
say “‘we were right,’ let them.” No
doubt the fight over cryptography will
continue. But ultimately, today’s battles
may seem as distant as the Cold War.

By John Carey in Glenwood, Md.

ost. smartest powers behind the Internet, is now the power behind one ol the biggest. smartest scarch

2 Sun
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November 21, 1996

NOTE TO: THE PRESIDENT

FROM: KITTY HIGGINS

I thought you might jike to have this mgmiento of Cardinal Bernardin’s funeral services.
He carried this prayer with Him everyday.




Century, First Annual Report on Implementation of the AU
Recommendations of the 1995 WH Conference on Small Business,
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?5 Dear Friend:
&

I am pleased to provide you with the First Annual
Report on Implementation of the Recommendations of the
1995 White House Conference on Small Business. This
document highlights my Administration’s efforts to
respond to the concerns and suggestions you and others
helped to raise through the White House Conference
process.

Let me also take this opportunity to thank you again
for your participation. We are making real progress in
addressing the needs of the small business community, and
the Conference was a good example of democracy at its best --
citizens working with the government to find solutions to
America’s problems.

Be assured that I remain committed to addressing the
remaining small business agenda and look forward to your
continued counsel and involvement.

Sincerely,

’,}MW



Foundation for
a New Century




BUILDING THE

Foundation for
a New Century

First Annual Report
on Implementation of the Recommendations of the
1995 White House Conference on Small Business

Washington, D.C.:
U.S. Small Business Administration
1996



WmENT
Mo

o°

v us
QW O

* Ml * : '96 NOV 27 4835
%“'* o€ \f“oa
U.S. DEPARTMENT OF HOUSING AND URBAN DEVE L 7e) &S\Mq'
THE SECRETARY U

WASHINGTON, D.C. 20410-0001 J e

— \

November 25, 1996 |

MEMORANDUM FOR: The President

THROUGH: Leon Panetta, Chief of Staff
FROM: Hen[#. ‘Ci s'?rgs;' Krihitl ?

SUBJECT: Federal Response to the Civil Disturbances
in St. Petersburg, FL

On Monday, November 18, Mayor David Fischer met with Chief
of Staff Leon Panetta to request federal involvement in a
redevelopment effort for St. Petersburg. The Chief of staff
asked me to coordinate the federal response and my first step has
been to visit St. Petersburg over the last weekend. During that
time, I met with municipal leaders, civil rights leaders,
neighborhood associations, public housing residents, clergy, law
enforcement officials, youth representatives and potential
employers (see attached itinerary which includes a partial
listing of meeting participants).

It became clear from these discussions that there are long-
simmering tensions which have characterized the history of race
relations in St. Petersburg. The clearest evidence of continuing
disaffection is the virtually unanimous view of the African-
American community of mistreatment at the hands of the
St. Petersburg Police Department. African-Americans of all
income and professional groups describe personal encounters with
the police and harbor resentments which lead me to conclude that
all other redevelopment efforts will be in vain unless
substantial progress is made in redefining police and community
relationships.

Beyond the police issues, the community strongly advocates
the creation of economic opportunities and the inclusion of
African-Americans in every aspect of redevelopment. Job
creation, training, educational opportunities, and housing were
the focal points of the community’s recommendations.



"

The White House staff facilitated the participation in
St. Petersburg this weekend of seven Federal Departments (HUD,
DOL, DOC, SBA, EPA, DOJ and ED: a list of the taskforce members
is attached) and the result was the drafting of a plan for
federal cooperation. The elements of that plan are described
below with recommendations for how to coordinate federal efforts
with local leaders and how to staff the effort in the weeks and
months ahead.

The Federal Task Force plans to reconvene in St. Petersburg
for follow-up actions in mid-December.

I. RECOMMENDED FEDERAL ACTIONS

The Federal Task Force recommends the following agency
actions to address the problems of St. Petersburg.

SMALL BUSINESS ADMINISTRATION (SBA)

-- Declaration of Disaster. SBA will present findings from its
recent survey that indicates that a declaration of disaster is
warranted for the affected areas. It is expected that SBA
Administrator Phil Lader will sign the declaration today and SBA
will have a field office in operation tomorrow to provide
disaster assistance and loans to homeowners, renters and small
businesses.

-- Local Presence. SBA will enhance its local presence to
develop short and long-term plans to assist locally-owned
minority small businesses with financial, management, technical
and procurement assistance, as well as counseling on starting and
operating a small business. Initiatives include: minority small
business pre-qualification loans; small business capital needs
forum; a micro-loan program for loans of $10,000 or less; and
identification of minority business procurement opportunities in
the private and public sector, as well as franchising
opportunities.

SBA will also assist with regional economic development to
encourage business expansion, job creation and relocation.

DEPARTMENT OF LABOR (DOL)

-- Job Center. On November 4th, the Florida Department of Labor
and Employment Security (FDLES) committed $100,000 to set up a
job placement and referral center in the affected areas (located
at the Enoch Davis Community Center). To date, FDLES has
screened and referred 150 applicants from the area.

Within the next two weeks, the FDLES will move out of Enoch Davis
and expand operations into a temporary Employment and Training
Business Development Center. Two staff will be dedicated to
provide comprehensive direct placement assistance, job training
and referral, and business and entrepreneurial development
services.



-- Economic Planning. FDLES will assist the community in
planning to recover from the recent disturbances.

-- Work Opportunity Tax Credit. FDLES will market the "work
opportunity tax credit" and the DOL-sponsored federal bonding
program for the employment of ex-offenders.

-- Youthbuild. DOL will commit funds through various grant
sources to sustain Youthbuild. DOL will seek to expand the
program through its School-to-Work initiative.

-- The Chronic Unemployed. DOL will expedite consideration of
the FDLES’s National Reserve Activities proposal to assist the
long-term unemployed in the affected area, with additional
resources from FDLES Title III grants.

-=- Job Training. DOL will assist the Pinellas County Workforce
Development Board in exchange and exploration programs with other
model programs. FDLES will provide customized recruitment and
job readiness training for businesses in the affected area.

ENVIRONMENTAL PROTECTION AGENCY (EPA)

-- Brownfields. EPA will commit to award a Brownfields
Redevelopment grant for about $200,000 to the City to provide
funds for site assessment, environmental cleanup and economic
redevelopment activities.

-- Job Training. EPA will commit to award a Job Training grant
for about $200,000 to a local community college or university to
train city residents to do environmental assessment and cleanup,
lead abatement and asbestos removal. This training will be
coordinated with the Departments of Labor, Education and HHS.

-- Toxic Clean Up. EPA will conduct targeted site assessment and
emergency response support to the city of St. Petersburg in areas
where known or suspected hazardous substances contamination has
been identified. This represents about $100,000 in EPA funds.

-- Urban Environmental Initiative. EPA will consider designating
the city of St. Petersburg as one of four pilot cities for its
"Urban Environment Initiative," where EPA will work to remove
regulatory impediments to redevelopment, focus on multi-media
(air, water, solid waste, etc.) environmental problems, and find
innovative solutions to urban environmental problems.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD)

-- Public Housing. HUD will make available approximately

$5 million towards the revitalization of the Jordan Park public
housing development. $2.5 million will be redirected from Laurel
Park unused replacement funds. Another $2.5 million will come
from unreleased proceeds from the sale of public housing units
(previously sold by the Housing Authority).



These funds will be made available to facilitate a new plan that
is responsive to resident and community concerns for preventing
displacement of current residents, generating local jobs and
providing other economic opportunities.

Using at least $250,000 from the Economic Development and
Supportive Services program, HUD will also create a Campus of
Learners at a public housing development. This will be linked to
the National Cities in Schools program, local business employers,
and supportive services to assist public housing welfare
recipients entering the workforce.

-- Affordable Housing. HUD will partner with Habitat For
Humanity to build new affordable housing in the distressed areas.

-- Economic Development. HUD will "fast track" any applications
for Section 108 loan assistance (St. Petersburg is eligible for
up to $12 million) for economic development (e.g. commercial
rehabilitation, small business loans), building neighborhood
public facilities, and constructing or rebuilding housing. These
first loans will be focused on bringing a vehicle restoration
facility and a retail shopping complex into the neighborhood.

-- Technical Assistance. HUD will provide technical assistance:
a) to assess public safety and community policing needs within
public housing areas; b) to the Housing Authority to educate them
on the resubmission of their HOPE VI public housing application;
and c) to the city and neighborhood non-profits to expand or
create more affordable housing.

DEPARTMENT OF COMMERCE (DOC)

-- Declaration of Economic Distress. DOC’S Economic Development
Administration has designated the city of St. Petersburg as
eligible for assistance as a community experiencing "sudden and
severe economic distress." Under this declaration, the city is
eligible for grants in public works, technical assistance,
economic adjustment, planning, and funding for revolving loans.
Additional assistance may be possible through the Minority
Business Development Agency.

DEPARTMENT OF EDUCATION (ED)

-—- Racial Reconciliation. ED will select St. Petersburg as one
of four communities nationwide that will receive training for
teachers, parents and school administrators to learn how to
prevent and cope with hate violence and promote tolerance among
youth. This assistance will be integrated with existing school
programs. ED will have representative and technical assistance
personnel in St. Petersburg in December.



DEPARTMENT OF JUSTICE (DOJ)

Given the significance of the police-community relations:
problems, the Justice Department has a special role to play in
St. Petersburg.

-- Community Relations Assistance. DOJ will provide technical
assistance and training to strengthen community-police relations.

-- Weed and Seed. DOJ will step-up current work with city and
community leaders to prepare a "Weed and Seed" application (grant
funds can be used for a wide range of law enforcement and
community revitalization efforts) and will then expedite
application review.

-- Community Relations Review. DOJ will work with the

St. Petersburg Police Department to conduct a review of police
operations and procedures as well as an overall review of the
Department’s ongoing relationship with the community at the
appropriate time. It is recommended that this review be
coordinated with inquiries presently being conducted by the U.S.
Civil Rights Commission and the U.S. Attorney.

II. OVERSIGHT OF THE FEDERAL EFFORT

We recommend creating a local advisory board to assist the
Federal Task Force. The local advisory board should have the
power to approve or veto the recommendations of the Task Force
and provide guidance concerning the use of federal funds and
assistance targeted to the recovery of St. Petersburg.

The advisory board will help ensure broad-based community
input and will be composed of eleven members. Membership will be
composed of: five representatives of the Coalition of African-
American Leadership; three persons selected by the St. Petersburg
Chamber of Commerce; and three selected by the Mayor. It will be
co-chaired by one of the five representatives selected by the
Coalition and a person designated by the Mayor from among the
other six persons selected. T

A federal official will be designated to serve as the
federal coordinator to ensure the implementation of the Task
Force’s recommendations and to work with the community and local
officials in the coming year. Reginald Turner, the White House
Fellow at HUD, will serve as the principal point of contact in
the interim period until the federal coordinator assumes the post
in St. Petersburg.

Approval of these recommendations will set in motion the
following course of action:

A) Follow-up actions to confirm each agency’s proposals, and
direction to begin implementing them in St. Petersburg.
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direction to begin implementing them in St. Petersburg.

B) Notice to St. Petersburg officials that the preliminary
recommendations the Federal Task Force made are on track and that
the local advisory board should be constituted.

C) I would recommend, Mr. President, that you announce this
package of actions by satellite hook-up and direct the Federal
departments to proceed. This could be done Wednesday, Friday,
Saturday, or next week. An audience of community leaders can be
assembled in St. Petersburg to hear the President’s message.

Attachments

cc: Kitty Higgins
Marcia Hale
Alexis Herman
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APPENDIX: ITINERARY OF SECRETARY CISNEROS AND FEDERAL TASK FORCE
IN ST. PETERSBURG, FL

Saturday, November 23, 1996

3:30 Meeting with Youth Representatives
4:00 Meeting with the Coalition of African-American
Leadership

Sevell Brown, Chairman, SCLC

6:00 Tour of Jordan Park public housing
Meeting with resident leaders

7:30 Dinner with ministers

Sunday, November 24, 1996

9:00 Meeting with the St. Petersburg City Council
11:00 Church services

1:30 Meeting of the Federal Task Force

4:30 Meeting with Neighborhood Association leaders
5:00 Meetings with potential employment sources

Retraining Industries and Skills Enhancement
(Jeep rehabilitation)

Hunter Douglas Inc.
(Manufacturer of small home appliances)

Kennedy Frost Investments
7:00 Meeting with Chief of Police, Daryl Stephens

7:30 Meeting of the Federal Task Force

Monday, November 25, 1996

8:30 Meeting with Joe Waller, Leader of the National
People’s Democratic Uhuru Movement

9:30 Presentation of Federal Task Force findings
and recommendations to city and community leaders.



FEDERAL INTERAGENCY TASK FORCE ON ST. PETERSBURG ! A
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I Housin | pme Office Number ~ FAX Number W
451 7th Street, sw Washmgton DC 20410 it
' fl
Secretary Henry G. Cisneros Task Force Chair 202-708-0417 202-708-2476 .
’ W
Gloria J. Cousar Deputy Assistant Secretary for CRI 202-619-8201 202-708-0690 A
Room 4126 o
Reginald M. Turner Special Assistant to the Secretary 202-708-1781 202-708-4087 '._'. : B
Room 10224 : v
Kenneth Williams CPD Deputy Assistant Secretary 202-401-6367 202-401-8939 19
Room 7214 : i
o
Department of Commerce o
' !
William Day EDA, Regional Director 404-730-3002 404-730-3025 I
401 W. Peachtree St., NW, Room 1820 )
: Atlanta, GA 30308 &
Wilbur F. Hawkins EDA, Deputy Assistant Secretary 202-482-4067 202-273-4781 “*i'%‘ :
14th & Constitution, NW, Room 7804 A
Washington, DC 20230-0002 I?; .
400 Maryland Avenue, SW, Washingtoh, DC 20202 4';I' *
Michele Cavataio Chief of Staff to the Deputy Secretary ~ 202-401-1000 202-401-3093 't‘i :
S
ENE
Wl
1 s |
i



]
i1 )
L
.ll"g-! i
Department of Justice Office Number FAX Number . R
633 Indiana Avenue, NW, Washington, DC 20531 i "
Reginald Robinson Deputy Asst. Attorney General 202-307-5933 202-514-7805 4 ;
gt
i
Nancy Hawkins ETA Regional Director 404-347-3495 404-347-3341 B
1371 Peachtree Street, NE, Room 434 I
Atlanta, GA 30367 AR
John Robinson ETA DAS, DC Office 202-219-6050 202-219-6827 ey J
200 Constitution Avenue, NW, Room $2307 & T
; Washington, DC 20210 .
Angela Williams ETA Regional Office 404-347-3602 404-347-1938 Log 1)
Room 400 (Atlanta) _ B«
Environmental Protection Agency ki
Timothy Fields, Jr. Deputy Assistant Administrator 202-260-4610 202-260-3527 3
401 M Street, SW, Washington, DC 20460 SR
Richard D. Green Acting Director 404-562-8651
Region IV Waste Management Division
100 Alabama Street
Atlanta, 30303
T
J
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Charles Anderson District Director 305-536-5533 305-536-5058 L
1320 South Dixie Highway, Suite 301 | I
Coral Gables, FL 33146 . A 3
Travis Brown Disaster Assistance Coordinator (Atlanta) 404-347-3771 404-347-4183 w4
Darryl Dennis Counselor to the Administrator 202-205-6459 202-205-7652 # |
409 3rd Street, SW, 8th floor i
Washington, DC 20416 S
Billy Paul Regional Administrator (Atlanta) 404-347-4999 oo
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By KELLY RYAN violence, strained racial tensions and a
L. L bl lingering distrust of city officials.
ST. PETERSBURG — U.S. Hous- A scheduled 30-minute private

ing Secretary Henry Cisneros met Sat- meeting betwee‘nl Cisneros_ and mem-
urday with Mayor David Fischer and bers of the Coalition of African-Ameri-
residents, answering pointed questions, can Leadership stretched to two hours
jotting down notes and listening intent-  before he joined the group for an even-
ly. ing walking tour of the Jordan Park
He did not promise federal funding, community and another private meet-
job training orpimmediate restoratioﬁ. ing with church leaders.
But some leaders agreed that Cisneros’ “For the first time in the history of
presence was a turning point for a city this city, we have a different feeling
trying to recuperate from two nights of  that finally we're listened to,"” said Sev-

CISNEROS WALKS, TALKS, SOOTHES

m The U.S. housing secretary begins a three-day visit to St. Petersburg by meeting with city
officials and African-American leaders and touring the Jordan Park community,

Housing Secretary Henry Cisneros, tours Jordan Park flanked by, from left, Sevell Brown of the Housing Authority;
Delores Fletcher, vice president of the Jordan Park residents’ group; and Shirley Blake, the group’s president.

ell Brown, the coalition’s chairman.

. “The best thing city officials could do is

take notes from the secretary. We hope
this is the bridge to the future.”

Saturday was the first of three days
Cisneros will spend in St. Petersburg
assessing its problems and potential
solutions, particularly in areas damaged
during the two disturbances.

Cisneros, who announced his resig-
nation from President Clinton’s Cabinet
last week, is heading a federal task

Please see CISNEROS 68
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force. considering the. city’s request
for millions of dollars in federal help
for revitalization. Cisneros’ successor
at the Department of Housing and
Urban Development will inherit St.
Petersburg’s problems.

The task force is expected to
release its preliminary findings at
9:30 a.m. Monday at City Hall.

“It’s just the first day,” Fischer
said. “I think we're getting some
good starts. I hope we can build on
it.”

Today, Cisneros will eat break-
fast with City Council members and
attend services at Bethel Metropoli-
tanBaptlstGmdLHenbodamed
to meet with neighborhood associa
tion leaders and members of the
business community.

Cisneros said the incident that
began the nights of violence — the
shooting of a black motorist by a
white police officer — was tragic.
However, he said, the ensuing distur-
bance was the reaction to an isolated
incident.

‘Whatweredenlmgmthhem:s
thelmg-term of redeveloping a
community,” told residents
and reporters. “It's an attempt to
ﬁe&sdeepandkmg-stancﬁngpmb—

At a news conference after the
meeting in Campbell Park, Cisneros
smdhehwdfmm%speakerswho
touched on police tactics, Jordan
Park and creating economic opportu-
nities.
Reading from a prepared state-
ment, Brown said black residents feel
@se_nﬁandused.'l‘becoahhqn'smsh

expression was serious as he asked a
battery of questions,

He grilled residents about safety
and the ongoing debate about wheth-
er some buildings should be razed
and rebuilt as si homes.
The Housing Authority is studying

encouraged
authority and to accept that renova-
tmswillmprovetheoommmm'y

appropriate in 1937 may not be ap-
propriate in 1997. I just want you to

resident, said Cisneros’ visit gave
everyone a chance to vent about the
need to be included in the city’s
economic development.

“He said, ‘Talk to me,’ "' she said
of Cisneros. “He seems to be very
sensitive to what was — is — going
on in this city" i
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By SEAN LENGELL
of The Tampa Tribune

ST. PETERSBURG — Before constructive
change occurs, civic leaders first must build a bridge
to those who feel disenfranchised on the city’s south
side, federal Housing Secretary Henry Cisneros told
city and neighborhood leaders Sunday.

Addressing the city council during a breakfast
meeting at The Pier in downtown St. Petersburg,
Cisneros said he perceives that black residents be-
lieve they are treated unfairly by the police and city
officials. :

““Many in the African-American community, in-
cluding professionals and some of the most prominent
people in the city, feel that they have been very

‘harshly treatgd by the St. Petersburg Police Depart-

HUD Secretary
Henry
Cisneros,
center, speaks
with St.
Petersburg
City Council
Chairman
Edward Cole

at a breakfast -
at The Pier
Sunday.On
the far left are
Councilman
David Welch
and Mayor
 David Fischer.

: e
FRED FOX/Tribune photo

Cisneros addresses St. Pete leaders

SUMMARY: U.S. Housing Secretary Henry Cisneros
lends a sympathetic ear and the promise of federal aid
as he tours St. Petersburg's south side.

-ment,” Cisneros said.

“You're not going to get very far unless this ques-
tion is addressed.” .

Cisneros met with civic, religious, neighborhood
and business leaders while assessing ways to help the
city recover from recent disturbances after the shoot-
ing death of a black motorist by a white police officer;
The secretary also spoke during Sunday morning ser-
vice at Bethel Metropolitan Baptist Church on the
city's south side, preaching racial harmony. .

A federal task force including representatives
from U.S. departments of Labor, Education, Justice,
and Commerce, as well as the Envirorfiifental Protec:
tion Agency and the Small Business Administration,
have joined Cisneros for his three-day visit to St.
Petersburg. .

The secretary suggested the city seek the input o
black groups outside the mainstream.

“You may have to let some people into the room

See CISNEROS, Page 3 »




< From Page 1

thaf, during calmer times, yoh"

would not,” Cisneros said. “You
must redefine who is brought to the
table.”

Cisneros suggested city leaders
listen to Joe Waller, also known as
Omali Yeshitela, founding leader of
the National People’s Democratic
Uhuru Movement — a black group
at the forefront of the racial distur-
bances in St. Petersburg.

~ After touring the Jordan Park
housing complex Saturday, Cisneros
suggested the city refrain from mas-
sive demolition of the decades- old
housing development.

“I think this issue of mdespread
demolition is going to be a prob-
lem,” Cisneros said. “[Jordan Park
residents] feel the purpose of the
demolition would be for moving
them out.”

A consultant recommended to
the city last week that 60 percent to
100 percent of the Jordan Park pub-
lic housing project, the city’s larg-
est, be demolished.

. »




Members of several neighbor-
hood organizations from across the
city met with Cisneros for about an
hour Sunday afternoon. Many who
represented black communities ex-
pressed frustration.

One black leader complained the
only software for the computer at
his community center plays games

‘but offers no word processing.

. Miscommunication between the
races was highlighted when a wom-
an representing a white neighbor-
hood told Cisneros she was not
aware of possible police misconduct
in black communities until the dis-
turbances following Lewis’ death.

“You're living in fantasy world,”
shouted a black man in the audience
to the woman.

Despite announcing his resigna-
tion last week as head of the U.S.

‘Department of Housing and Urban

Development, Cisneros promised
the White House was committed to
helping rebuild St. Petersburg’s
south side.

Just how much help the city re-

ceives, however, has not been decid-

ed. ‘
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Frustration
runs deep,

Cisneros says

® The housing secretary
tells St. Petersburg
officials that problems will
not be solved until the city
reacts to black residents’
perceptions of racism.

By ADAM C. SMITH
Times Staff Writer

ST. PETERSBURG — U.S.
Housing Secretary Henry Cisneros
on Sunday offered city leaders a
grim picture of a St. Petersburg
where countless black residents
perceive widespread and continu-
ing racism by police.

The federal task force he is
heading to help St. Petersburg will
likely lead to job training programs
and perhaps help some employers
expand or set up shop in the inner
city. But the tension and frustra-
tion he sensed in parts of St. Pe-
tersburg are not the sort of trou-
bles cured by federal programs.

“You just need to know that
many in the African-American
community, including profession-
als and some of the most honorable
people you have in the community,
feel that they have been very
harshly treated by the St. Peters-
burg Police Department,’” the
White House Cabinet member told
a somber gathering of City Council
members.

“I'm not going to get into it
(with the task force), but you need
to think about what the black com-
munity legitimately feels. . ..
You're probably not going to get
real far in dealing with some of
these other problems until this is
addressed in some real way.”

The com-
ments came
Sunday morn-
ing, after he
spent most of
Saturday after-
noon and night
listening to
members of
the African-

: American Co-
Cisneros . alition, resi-
dents of the Jordan Park housing
complex and a gathering of black
ministers.

Also Sunday, Cisneros.said city.—

leaders should at least temporarily
shelve any demolition plans for
Jordan Park.

“This is the time for some
temperence and prudence,” he
said, adding that the public opposi-
tion probably would doom any ap-
plication to the Department of
Housing and Urban Development,
anyway. “The suspicion, the mis-
trust, is so deep that . . . the lead-
ers of the residents think the de-
molition is principally about mak-
ing the land available for some

Please see CISNEROS 88
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other purpose.”

Cisneros, the former mayor of
San Antonio, Texas, is scheduled to
meet with City Council members this
monungtoreportonﬂxetaskfomes

reliminary findings. He said he ex-

pectstoretumtoSt. Petersburg at
least once before he leaves the White
House in January.

The task force is assessing how
the federal government can help St.
Petersburg in the wake of the violent
disturbances that followed the fatal
police shooting of 18-year-old TyRon
Lewis after a traffic stop. Cisneros
said the outline of a plan should be in
place by the time he steps down.

He spent Sunday meeting with
city officials, attending Bethel Metro-
politan Baptist Church and talking
with neighborhood association lead-
ers. He also held a closed-door meet-
ing with investors in the Skyway
Business Center and officials with
Hunter Douglas Fabrication Inc.
about ways the task force might
assist them in creating jobs for resi-
dents of the troubled neighborhoods.

His blunt comments about resi-

+ dents’ perceptions of police appeared

to have an impact.

Council member David Welch,
who previously had avoided strong
criticism of the Police Department,
spoke of the foundation of the city’s
problems being “injustice, mistrust
and harassment by the Police De-
pamerl "

Mayor David Fischer left one
meeting saying, “We need to change
the way we do business in this city.”

Fischer is pulling together a task
force to brainstorm ways to deal with
some of the city’s tensions, and Cis-
neros offered some advice on that,
too. Include a wide range of voices,
he urged, including some that might
be disturbing. “You may have to let
some people into the room that in
other calmer times you might not
have.”

He specifically mentioned Omali
Yeshitela, founder of the National
People’s Democratic Uhuru Move-
ment. The group has drawn strong

“That’s a person who touches
lives in a serious way. I found him a
thoughtful person who had some im-
portant things to say,” he said of
Yeshitela.

The theme of questionable pohce
relations continued into an afternoon
meeting of neighborhood leaders.
Spectators groaned when Council of
Neighborhood Associations president

Karen Mullins, whose husband is a
police officer, said she had never °
heard stories of police brutality until :

recent weeks. “You're living in a
fantasy world,” someone shouted.

Bernice Darling, president of the
Lake Maggiore Shores neighborhood
association, said some people seem
to be misinterpreting the concerns
about police behavior in mostly black
neighborhoods.

“A lot of people tend to think that

we want to be lawless. All we want is
to have it fairly distributed and ad-
ministered,” Darling said. “If five
black children are on the street and
that's a problem, then the five white
children talking on the street is a
problem, too.”




- s — * R T S e SECRIC

L. i e w e = 4 Gt - T e

i g | g o w e g gty e i e s e R

S r TR SRR R T Ty
g W s P

a Yt v

A
Times photo — CHERIE DIEZ
U.S. Housing Secretary Henry Cisneros hugs 7-year-old Quatisha
Sales as she and Shareda Duckworth, 10, left, and Sherina
Duckworth, 12, greet him Sunday. He was on his way to the Frank

Pierce Center for a meeting with neighborhood representatives.
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SUMHABY: Henry C[snoros maets v

with the city's black feaders to hear -
about problems that contributed to
two bouts of. vlolenoe L !

!N-

ST. PETERSBURG A coah-,

' tion of ‘black leaders struggling for
‘recognition by its own local govern-

ment - received :its strongest ean-
dorsement Saturday evening from:
Housin ta isn

who .met wit ﬂfé'irﬁup benini a__-

“closed doors for twd hours

Cisneros, "in
town to asséss
St, Petersburg's’
needs. following §
two bouts of ra- -
cial unrest, said
the- Coalition -of
Africin~ Ameri-
«can Leadershlp.-
represents .
broad* segmem e
of the communi- CIsneros
ty that articu:
lates. concerns succmcﬂy

“This. was ‘not just one or two
leaders or. fringe’ groups," Cisneros~
said. “This was 4 :maiostream Afri-
can American’ leadership speakmg
with- one voice .about problems as
they"see them. It was a very -im- .
preaswe group amd a \'enr lmpres-
sive leadership.” - .

Even Mayor David. Flscher, wbo
‘has been reluctant to embrace Abe
leadership, said foﬂowmg the meet-

* ing that the group has broader re

resentation than he had t.hought, o
. . “As the coalition grows and you .
start seeing familiai names and fac:

e en oy g, W

St. Pete

&5, gans stature. "¥ischer ﬁﬂ?

“They want the same thing — ‘eco-
nomic opportunity — and they want.

‘a say in that” . -.

The support not on.ly makes. the
coalition- a major playér in future
dlscussmns .about changes and pro-

: Fopmd for. the‘city‘s south. -
side black neighborhoods, it also.

p-ovides an avenue of expression for

a black militant group some city offi- .
cials say fueled the violence.. ' .-
Omali Yeshitela, leader ‘of -the-
- National People’s Democratic Uhuiru
.Movement, .is part of the coalition
leadersbip. He and several Uhiru-

members were among the moré
than 50 people who filled the audito-
rium at the Campbell Park Commu-_
nity Center. for thc u;eetmg wu:h
Cisneros, :

Slnce the fata! shooting of - z

i See CISNERQS, _l?nne_ls._’ :

black motorist by a white police offi-
cer Oct, 24, Yeshitela's organization
had called for the arrest and execu-
tion .of :Fischer, Police Chief Darrel
Stephens-and the two police officers
involved in the incident. ’
Cisneros did ot refer to the
Uhurus or ‘those statements.
The people talked about jobs, re-
spect for blacks, concern over the
future of Jordan Park — -the city's
largest public housing complex —

and they talked about police brutali-

ty in the black neighborhoods. -

" “It's the poor people who rose ;

up, and that’s who we represent,”
Yeshitela said later. “Now when the

Uhurix sit down at the table, the

poorest and most oppres.scd African
American is on the agenda.”

= SBVell Browi, who helped found .
: the coalition 5hoxﬂy after the unrest
;ndmnowitichalrman, said he was
, datisied with the meeting. *© -
- “We left there with a sense of
“chififort that [Cisneros] will do. the
right, tlung and that he is dead ‘oh’
» target,” .said Brown, who is head of
the local' chapter. of the Southern
| Christian Leadecship Conference.
" “The. maym‘ listened attentively. He
. understands more now thaa ‘before
this meeting.”:. .
. “The. city’ §" worst cm] ‘distur-
bance in history erupted Oct. 24 af-
i ter Officer James Knight fatally shot
" TyRon Lewis, 18, following a trafﬁc
- gtop. The \nolence injured ‘ more-
than a dozen and mused SS m;‘llon
in damages. - -

“A second. round ot' notmg was
sparkcd Nov.. 13" after a predomi-
nantly white grand. jury cleared
Knight of any wronzdomg

Fischer .went " to- the thte

e - -
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HUD® Secretary Hom’y CIsnema apeaks with ‘Jordan Park rqsl,

FRED Foxﬂrinmd @o;g

dents dunng a tour of lhe housing area Saturday. .

House after Lhe rioting to seek fed-
eral aid for programs to increase jOb
training, émployment and economic
" opportunity “in- the cuy s poorest
ne:ghborhoods
Cisneros’ visit is part of a review

of the area by a federal task force-

that includes representatives from

several federal departments; includ-

* ing the Small Business Administra-

tion, Labor and Education. The task

force is expec(ed to release its find-

ings to the Cll)" ‘council Monday
morning.

" ““Hopefully,” Cisneros said,

welll have some ability to begin to

forge the kind of working partner-

ship that it's going to .take to not

only build back from the damage of

; the disturbances, but to put this

' community on a solid track lbwar'd
real. progress for everybody.”

Satu.rday night Cisnéros held a

prwate meeting with black mltﬁ-s:
ters. Today, he has a. breakfas: -
meeting with the council and wilis

‘meet with representatives of several

neighborhood associations and po:-
tential employers. He was scheduled}

-to attend services at Bethel Metto-:

politan Baptist Church at 11 -a.m:
Following the meeting with -the:

coalition, Cisneros made a brief tour.;

of Jordan Park. Surfounding by

.some residents, chased. by média--

and illuminated by television camefa
lights, the outgoing secretary tried
to allay concemns that the hcus_m’g:.
complex is about to be razed.

- The St. Petersburg Housing Ay
thority had applied to the Depart-+
ment of Housing and Urban Devel-
opment to demolish up to 60 per-*
cent of the 65-building complex;”
which is spread out over 25 acres:

The agency did not receive the

* $15 .million it requested, but it is

expected to resubmit the app_tcatlon
in January. .
Some residents; along with the-

"leadership coalition, oppose any de-,

molition. .3
“I have heard you loud and

-clea:. said Cisneros, who is resign--

ing his Cabinet post in January. “If

you have a strong objection, wé are
going to listen to the community. 1:
would say that no one in Washington -

-has a plan to hurt lhe community by-

massive demolition.”




Cisneros Visits Rioting Scene

w Secretary of Housing and Urban De- -
velopment Henry Cisneros has recom- -
mended that President Clinton approve a *

$20 million package of federal initiatives
in response to two nights of rioting that

rocked St. Petersburg, Fla., after a police :

officer fatally shot a motonst last month.

Cisneros led federal officials who visit-
ed the Gulf Coast city last weekend to as- :

sess the problems underlying the rioting,

Their recommendations include $12 mil- °
lion in economic development loans, fed- .
eral job placement help, grants for envi-
ronmental clean up and training, an

accelerated schedule to replace public -

housing units slated for demolition and ;
plans to have the Justice Department :
lead a police community relations effort. . :

In a conference call with reporters, -

Cisneros said the package was an effort
to confront long-standing problems.

Last month, rioting broke out after'a

white police officer during a traffic stop
shot and killed a black motorist who was

wanted on several warrants. Earlier this :
month, mobs returned to the streets, .
wounding two police officers and burning

more than two dozen buildings, after a |
grand jury cleared the police officer in- °

volved in the shooting. The incident is

under federal investigation.
From news services and staff reports
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$20M in aid proposed after Fla. rioting

By Deborah Sharp
USA TODAY

A $20 million package of fed-
eral job training, education and
other programs was proposed
Monday to aid recovery in riot-
torn St Petersburg, Fla.

But Housing and Urban De-
velopment Secretary Henry
Cisneros said tensions between
police and St. Petersburg's
black community must be ad-
dressed as well. “Almost noth-
ing else we do will succeed if it

is consistently offset by that

* flashpoint.”

Two nights of arson and loot-
ing erupted in October. The
first riot was sparked by the
killing of a black motorist by
police during a traffic stop. The
second came after a grand jury
cleared the white officer
pulled the . Damage to-
taled at least $6 million.

Cisneros heads a task force
assigned by President Clinton
to find solutions to urban frus-
trations. The report he deliv-

ered Monday outlines broad
nses:

» Federal loans to rebuild

businesses and homes dam-

p

» Education grants for pub-
lic schools to teach racial toler-
ance to students.

p Diversity and sensitivity
training for St Petersburg’s po-
lice force.

“What he recommended
really jump-started the healing
process,” said City Councilman

David Welch, one of two Afri-
can-Americans on the eight-
member board.

“St. Petersburg cannot do it
alone. I don't think any city in
the US. could. It's a big job.”

Cisneros said criticism that
the federal response could be
interpreted as a reward for the
rioters is unfair.

“As in Los Angeles, and in
other instances ... when the
community is willing to act, itis
appropriate for the federal
government to be a partner.”

The police shooting and larg-
er police-community relations
are among issues being investi-
gated by a Justice Department
inquiry. Also, the US. Civil
Rights Commission holds hear-
ings in St Petersburg next
week on city race relations.

There was a sense of opti-
mism Monday among city
leaders who were given a pre-
view of the plan. Others, how-
ever, say deep-seated racism
and social problems can't be
solved by spending money.
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‘? i WASHINGTON Vet

\QC HE PRESIBENT. bag SEEN

November 27, 1996 ti-3q.9¢
MEMORANDUM FOR HAROLD ICKES AND STEPHANNIE STREETT

FROM: CNRasco Q&L‘_

SUBJECT: World AIDS Day

‘96 NOV 27 rM12:41

In each of the last three years, the President has participated in the observance:qf;\pthdAHpg Pay1
In 1993, he gave an address on AIDS at Georgetown University; in 1994, he met with a group of
young people with HIV in the Oval Office; and last year he participated in the White House
Conference on HIV and AIDS.

My recommendations for potential activities this year, in order of preference, are listed below. Given

the time constraints, and the Vice President’s interest in participating in an event, I recommend that

we schedule an event for Tuesday, December 3, or later. However, we should make a decision as
\soon as possible so we can say this Sunday, World AIDS Day, how he will commemorate the day.

) Briefing from NIH. Dr. Varmus and Office of AIDS Research Director William Paul (I would
_also add Dr. Anthony Fauci, as the most visible AIDS researcher at NIH) could brief the President on
the state of the research effort, with special emphasis on vaccine development. We have seen
important developments in the last year on treatments (approval of the new protease inhibitors) and
microbicides (Secretary Shalala announced a four-year $100 million initiative). The one area that has
not receiv ion is ' v t. There is significant interest on the
kﬂ: of the Presidential Advisory Council on HIV/AIDS to see more direct involvement from the
esident or Vice President on this aspect of research; NIH is about to announce a new coordinated
approach to vaccine development. (The one down side to this emphasis is that NIH is preparing to
appoint Dr. David Baltimore as the chief person overseeing vaccine work; he is a Nobel laureate,
well respected in the scientific community and the AIDS community -- but he has had major run ins
with John Dingell. However, Dr. Baltimore will not have been announced by Tuesday.)

) Meet with people living with HIV/AIDS. In conjunction with some of the local AIDS service
organizations, we could invite five or six people living with HIV to meet with the President. The
focus would be on the new, promising treatments, by inviting those who are on protease inhibitors
and have benefited from them: this could reinforce the message of hope that so many people feel and
would be an opportunity to remind people that we have tripled funding for the AIDS Drug Assistance
Program over the last year to assure improved access to these treatments. It’s also a chance to
reemphasize our commitment to protecting Medicaid.

At this time, I am not recommending release of the National AIDS Strategy next week. I will
provide a more detailed memorandum early next week recommending next steps regarding the
Strategy. I will not be requesting the President’s time.
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 HONORARY PARTICIPATION REQUEST
Please return to Room 457

Today's Date: November 26, 1996

Date of Request: 8/13/96

Request for: POTUS /FLOTUS ‘96 NOV 27 pvd:48
Type of Request: Honorary Chairs

Requestor Name: Ms. Elizabeth R. Cooke

Title: President

Organization: Bide-A-Wee Home Association, Inc.

410 East 38th Street
New York, New York 10016

Contact Tel. #: 212/532-6395

Event Date: 2/5/97

Event Description: 1997 Annual Have-A-Heart Dinner Dance

Notes: This annual event at the Plaza Hotel in New York,
raises money to house and care for abandoned cats and
dogs.

The President and First Lady should REGRET.

Recommendations:

MW TS yw’/D EL

(Unless otherwise noted, a yes answer
will automatically generate a message).

e

Comments:



¥ \. i \Mq o .

et

m--Am: >

) bide awee home--=

C\ 410 EAST 38TH STREET + NEW YORK, NEW YORK 10016 + HOME:(616) 325-1883
\ BRING LOVE INTO YOUR HOME BUS: (212) 6326305
\\\ ADOPT A PET! FAX: (212) 6324210

ELIZABETH R. COOKE
PRESIDENT

August 13, 1996

President Bill Clinton

First Lady Hillary Rodham Clinton
1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear President and Mrs. Clinton:

I am writing as President of the Board of the Bide-A-Wee Home Association and Gala Chairman of its 1997 Annual

Have-A-Heart Dinner Dance. The Gala will be held on Wednesday, February 5th, 1997, at the Plaza Hotel in New
York.

I hope you will lend your name as an Honorary Chairman of the event, and, if your schedule permits, join us for
a wonderful evening. Cocktails begin at 7:00 p.m. and dinner follows at 8:00 p.m. in the Grand Ballroom. The
Dinner Dance will be devoted to celebrating Bide-A-Wee's French heritage in music, decor and menu as many of
our French and American friends are in attendance.

The evening's theme will be "The French Inspiration" celebrating Bide-A-Wee's roots in France. In 1902 Flora
d’Aubey Jenkins Kibbe became aware of the humane work of a dog refuge in Gennevilliers. So touched was she
that she determined to establish Bide-A-Wee Home in 1903 in New York on her return from France.

Bide-A-Wee is a not-for-profit humane organization that does not destroy unwanted or abandoned pets. Bide-A-Wee
shelters and cares for cats and dogs until we can find responsible new homes for them. Since its founding, Bide-A-
Wee’s adoption service has placed more than 1.5 million cats and dogs with caring families and individuals.

We receive no government support or taxpayers monies, but, thanks to the contributions of individuals and
foundation, Bide-A-Wee provides a wide range of services for both pets and owners incheding: animal shelters,
adoptions, veterinary clinics, memorial parks, bereavement counseling, pet assisted therapy and humane education.
We operate facilities in Manhattan, and on Long Island, New York, in Wantagh and Westhampton.

It would mean so much to all of us at Bide-A-Wee and to our international guests to have your name as an Honorary
Chairman. If you have any questions, please call our benefit office, Lorelei Enterprises, at 212-838-2660.

I look forward to hearing from you.

Sincerely,

2(@&66% =73

Elizabeth R. Cooke

P.S. It would be wonderful if we could honor Socks as well!
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HONORARY PARTICIPATION REQUEST

Please return to Room 457

y Hd:dﬁ
Today's Date: November 26, 1996 BBHUU 2P

9/6/96

POTUS

Honorary Co-Chair
Mr. Seymour D. Reich
President

American Zionist Movement
110 East 59th Street
New York, New York 10022

212/318-6100

1/1/9

American Zionist Movement's Centennial Committee

The President is being asked to Co-Chair this
year-long celebration with Israeli President Ezer
Weizman, who already has accepted. Jay Footlik
recommendse that the President accept this request.
Richard LeBaron, NSC, advises that the President
should not accept any honorary chair requests,
including this one, that could impact the Middle East
peace process by giving the impression that the
Administration favors one Middle East community over
another. LeBaron advised that it is okay to send a
message.

The President should REGRET the request but send a
MESSAGE.

TS M0 EL

//1ﬁhleas otherwise noted, a yes answer
//// will automatically generate a message).

Comments:

fn/\%



MERICAN ZIONIST NCVEMIN 1

September 6, 1996

President Bill Clinton
The White House
Washington, D.C. 20500

Dear President Clinton,

The Zionist movement will mark its 100th anniversary in 1997. The
longstanding relationship between the United States and Israel, and the role
played by so many Americans in the establishment of the State of Israel will
endow these celebrations with special significance in the United States.

The American Zionist Movement is establishing a Centennial Committee chaired
by Ruth Popkin, past president of Hadassah, and co-chaired by Leon Levy,
Conference of Presidents of Major American Jewish Organizations; Maynard
Wishner, Council of Jewish Federations; Shoshana.-Cardin, United Israel
Appeal; and Richard Wexler, United Jewish Appeal. As such it will represent
and involve the major elements of the American Jewish community today.

We would like to invite you to serve as Honorary Chair of the Centennial
Committee, together with President Ezer Weizman of the State of Israel who has
just accepted.

I look forward to hearing from you soon.

"/

Smcqely, Fe

A

[ &
Sey our D. Re 1ch

Vsl et s o - UTHE6leo



5
THE WHITE HOUSE 1:/4
WASHINGTON w:jf“

12 September 1996

MEMORANDUM FOR JIM DORSKIND

FROM: JAY K. FOOTLIKQ[\B(‘

RE: AMERICAN ZIONIST MOVEMENT

Attached is a request from the American Zionist Movement (AZM) for President
Clinton to serve as an Honorary Chair of their Centennial Committee which is being
established to help AZM celebrate its 100th anniversary in 1997. The Committee will
consist of many of the major organizations and leaders in the American Jewish

community. President Ezer Weizman of Israel has already accepted to serve as Co-
Chair.

It is my recommendation that the President accept this request. I would appreciate your
assistance in this matter. It would be very beneficial if we could "move" this as quickly as
possible.

Please let me know if you have any questions or need any additional information.

Thanks.



AMER[ CAN Z[ ON[S T M OVEZ\JENT

- Segmout D. Reich
President '

‘ Ruth B. Hurwitz .
. Chyelr, National Doard

, Daisy Berman .
. Vice President ;

- Laurence Kaufman
Ve president
Phylls Sutker
Viee resident !

. Socrelory

" W, James Schiller
Treasurer

Karen J. Rubinstéin
Exccutive Dircctor .

~November 27, 1996

© FROM:

i : Further to our convcfsaﬁon of November iS 1996, the Zionism Ccnienn'
Rabbi Michael Greenbaum -

L_Natio.nal_liems_am&.em

" Tentatively scheduled for the late summer or fall of 1997, the model

MIRMINKRG l'l‘l'l"ﬁfl nyinn

TO: MATT MILLIKIN

KAREN RUBINSTEIN

{ will
be celebrated by communities, Jewish orgamzauons and institutions, schools and

- summer camps throughout the 1997 year in a variety of ways. The Centennial

Committee will seek'to encourage celebrations, serve as facilitator, a clearing-

- house for ideas, andiprovide an overall "look and message" to the oelebrataom

in the United States: As part of its actwitles the Centennial Commi
considering sponsorship of three oenterpiece programs and events. They Trc

| |
"Kickoff" Everit in Washington D.C. £

. 'This event is being planned with the Conferenoe of Presidents and will take place

in late winter or eatly spring of 1997. 'The essence of the program will be
ceremonial and we will seek ‘to involve some Supreme Court justices, among

others, in rwogmuon of two great Amenean Zionist leaders who served on the
U.S. Supreme Court -- Louis Brandeis and Felix Frankfurter,

- We hope that President Ezer Weizman, co-chair of the Centennial Committee,

will participate. In addition, we will seek the participation of members Of the

- Administration at the highest level.

Model Youth Zionist Congréss 3 |

_ _ odel jyouth
Zionist Congress will be a central event for Jewish high school students., The

Congress will be an educational program to teach the values of pationhood,
pluralism, democracy and the basic Jewish tenets which have guided the Jewish -

people throughout the centuries and whxch ulumately led to the cstabhshmbnt of
the State of Isrdel. |

The Congress will examine the issues facmg the Jewish people in 189’7 and
challenges facmg Jews — and other minorities — today. Congress partlcfpants
will explore problems of oppression, dlscnmlnation assimilation, ldentity; etc.

|

110 EAST S9TH STREET, NEW YORK, NY 10022 * 212-318-6100 * FAX Z12-935-3578

" Zionivt Meml-t'anb Organifrarions. Anwerican Zivnist Youth Council / american Jewish Leaguc for Israel £ Americans for Progrondve Inmel 7 AMIT Women / Emunal of America
¢ Asgociaton uf Reform Zionlstx of America A Bai Zion / Hadeah Mumen's Zioalst Orpanization of America / Labot Zionist Allinee / Uikud, USA |

\llcvm?mm Orpanization of Conservarive Judaisnt / NA'AMATUSA / Religious Zionists of Amcrica / Tsumet Techiya, USA / Ziorist Student Movement / Zionit Organiz ition of America



- Generations: An American Zionist Chronicle

The last major pro;ect is that of Gcncratlons An American Zionist Chmmclc (a
working title). What makes this different ‘is that it is not an event, but tat|hcr a
" two-year project that will reach out to individuals and families to tell the story of
~ the American contribution to the establishment and development of the Sritc of

. Israel.

- Working through organizations, schools, synagogues, Jewish Centers,l and
- Federations, as well as direct outreach to individuals, Americans will be mwted
to participate in the creation of an chronicle of American involvement qu the
establishment and upbuilding of the State of Israel. Families and communities
will be encouraged to research their past, to identify how relatives and friends
- may have played a role in the early years of the Zionist movement. : Usirg the
~ theme, Generations, we will encourage people to think about the contemporary
~ways people have coritinued to;provide support to the State of Israel, and even to
look forward, to make a commitment toward their future rclanonshqr and
oontnbutlon

" The collection will be deposited in the Zionist Archives on Mt Herzl in

. Jerusalem, and funds permitting, will be publ ished in a creative and awthctic way
~ to tell a living and ongoing story of Amencan Zionism.

. IL Committee Members

- President Ezer Weizman has'agreed to serve as a co-chair of the' Américan
* Zionist Centcnnial Committee, Attached is a list of the committee in formation.

Also attached is a. partial list of prominent people who may be approached to
~ serve in an advisory mpacnty

"I hope that this answers your _qucstions. We look forward to hea:ing from you
- shortly. .




S Zionism _Centennial Committee

‘Efrat J\brams
Caryni Adélm@n
Arlenc Agus | |
Edlth Agus |
Reme Albert!
Ilam Artman'
Gam ,Bargll ]
Arthut B

Jack Berk

Shn'lciy Blumbctg

Rebeey:a Boim

Marc Brandriss :
Rhoda Breverman ' :
Jban Bronk ! :
Roy Clomtnts

Sarraf Créncl

BcttyGolomh
$ahbl Robert Golub

Calvin Gricenbaum

Andrew Gnﬁel

Stcven Griossman
Beni Hager |
Lindal Harth ;
S Hetler;

Muicn‘qlm Hoenicm
Devorah Hotowitz i
Ruth B. Hurwitz |
Charlotte Jacobson %
Jeff Kiahn

Nat Kameny E
Henry Katz ;

President Ezer Weizman, Honorary Chair
Ruth Popkin, Chair:

Co-Chairs
Shoshana Cardin

Richard Wexler :
Maynard Wishner

Ann Kaufman

Paul Kaye

Gershon Kekst

Joyce Kitey

Bobi Klotz

Murray Koppelman
Talia Lador-Fresher
Joe Landow

Esther Lederman

Dr. Barry S. Lever
Aaron Liebman

Mark Mendelson
Rabbi Isracl Miller
Bernard Moscovitz

Al Nudelman
Raymond Patt

Samuel S. Perelson
Josh Periman

Isaac Pulvermacher
David Raz

Seymour Reich
Seymour D. Reich
Diane Romirowsky
Judith Rosen

Leonard Rubin
Professor Alvin Schiff
Jack Serber

Edwin Shuker

Edie Silberstein

Mel Sobell

Eliot Spack :
Ann Stamler '
Arliene Stempler
Kalman Sultanik
Peggy Tishman
Jacques Torczyner
Sharon Tzur

Salomon Vaz Dias
Susan Weikers-Volchok

committee in formation




Centennial of Zionism
- Proposed honorary committee

Alan'[)ershownz
E L: Doctorow
Stuan Eizenstat-
Max ‘Fisher
Ruth ‘Bader Ginsberg
Daviﬂ Grissman

Rom Lauder

| Ralph Lauren

; Judith Lieber -

| Daniél Patrick Moynihan
| Béss Myerson

. Marty Payson

Martin Peretz
Itzhak - ‘Perlman
Letty Cottin Pogrebin

| Chaifn Potok

+ Jay Pritzker

| Yéhdda Reinhartz
! Anne Roiphe

A. M. Rosenthal
Beve‘rly Sills

! Steven Spielberg
! Isaac Stern

. Barbfa Streisand
-+ Les Wexner

i Elie Wiesel

* Rith Wisse

- Herman Wouk

i
i
i
i i
|
[
|
|
I




HONORARY PARTICIPATION REQUEST

Please return to Room 457

Today's Date: November 26, 1996

Date of Request: 10/28/96

Request for: POTUS

Type of Request: Member of the Honorary Presidential Eﬁ?ﬁ%ﬁﬁf??ﬂ?:ﬁg
Requestor Name: Mr. Albert J. Beveridge III

Title: President and Chief Executive Officer

Organization: George C. Harshgll Foundation

Post Office Dra
irginia 24450-1600

Contact Tel. #: 40/463-7103

6/5/97 [Print deadline: 12/2/96])
niversary of the Ma Plan

Notes: The President is being asked to serve
Presidential Committee with t
Presidents, all whom

Event Date:

Event Description:

an Honorary
four living former
ady have accepted. The group
also request use of the President's name on its
Gala letterhead. Counsel's Office has traditionally
advised against the use of the President's name on
letterhead because such stationery may be used for

— fundraising. If the President accepts as a member of
\L\f»( “\“(D the committee, we advise that his name not appear on
the Gala letterhead. 1Instead, we would inform the
E;\J, k,F‘b“v”“' group that it may mention the President's honorary
]5 role in the text of its letters and that we must
? - review such letters in accordance with the conditions

we set out for all such acceptances. The group is
planning to invite the heads of state of the sixteen
Marshall Plan countries. Sandy Vershbow, NSC,
recommends that the President accept the position on
the Honorary Presidential Committee.

The President should ACCEPT.

Recommendations:

TS @;yf(m_EL

(Unless otherwise noted, a yes answer
will automatically generate a message).




L ANSDALE
ASSOCIATES

October 28, 1996
Sent by hand

The Honorable Kitty Higgins
Assistant to the President
Secretary to the Cabinet

The White House
Washington, D.C. 20500

Dear Kitty:

Fully expecting a positive outcome on November 5, I am rushing a copy of this letter over hoping
to catch you in the relative quiet before the storm. It’s a letter of invitation to President ClmtOn
to be listed as a member of the Honorary Presidential. Committee for the Gala Cclcbratlon in
Washmgton commemorating the 50th Anniversary of the Marshall Plan on June 5, 1997. It’s
going to be a major historic event with heads of state, etc. as described in great detail in the letter
itself, which I have attached.

Naturally, ultimately we would like the Clintons to attend, but in the meantime, the immediate
request is that President Clinton be listed on the stationery, invitation, etc. as being on the
Honorary Presidential Committee. We would list the President’s name at the top of the list of the
Committee made up of the current and former living presidents. All former presxdents have
accepted and we expect most to be with us.

After the election and a bit later in the year, we would return to the issue of the President’s
attendance, possibly involving Tony Lake or Sandy Berger at the NSC, whatever is the most
appropriate approach. I'm sure The President’s schedule for that timeframe is still somewhat
tentative, though if you know of any hard and fast commitments on June 5, 1997, we’d love
knowing about them.

Kitty, we look forward to see you soon and hope all is well and happy. I’ll call your office later
this week. Any help you can give will be much appreciated.

With fond regards,

Kitty S;ansdale
Presid€nt, Lansdale Associates

Consultant, George C. Marshall Foundation

Enclosure: October 22 letter to President Clinton re: 50th Anniver quf M%fg%aryeglt?cut A, RO

Suite 304

Washington, D.C. 20036
(202) 467-6500

(202) 467-6501 fax



GEORGE C. MARSHALL FOUNDATION

Post Office Drawer 1600, Lexington, Virginia 24450-1600  540/463-7103 Fax: 540/464-5229

Preserving and
promoting in
American
Society the
ideals and
values of
disciplined
selfless service,
hard work,
integrity and
compassion of
George Catlett
Marshall.

ANDREW ]. GOODPASTER
Chairman of the Board of Trustees

ALBERT ). BEVERIDGE, IlI
President

October 22, 1996

The President
The White House
Washington, DC 20500

Dear Mr. President:

The 50" Anniversary of the most successful American foreign policy
initiative of this century, The Marshall Plan, will be celebrated at an historic
international gala sponsored by the George C. Marshall Foundation in
Washington, D.C. on June 5, 1997. Though numerous worldwide activities
celebrating this landmark event in history are being planned, we expect the
American celebration to be the major focal point and culmination of the
tribute to this great American statesman’s vision and legacy of public
service. We hope that you will lend your support and name by serving as a
member of the Honorary Presidential Committee, comprised of all living
U.S. presidents. Former Presidents George Bush, Jimmy Carter, Gerald
Ford, and Ronald Reagan have all accepted.

We expect a distinguished international audience to attend the gala,
representing all countries that participated in The Marshall Plan. Lord
Callaghan, President Giscard d’Estang and President Gerald Ford already
have agreed to join us on June 5" and we are inviting the current heads of
state of all sixteen Marshall Plan countries to attend. All living U.S.
secretaries of state and defense have been invited to serve on the Honorary
Tribute Committee, most of whom have accepted, including Secretary
Warren Christopher. George C. Marshall Foundation Trustee Colin Powell
has agreed to serve as the master of ceremonies. Attached is a previous
letter which I sent to you on March 21, 1996, with additional information
about the gala.

In his historic speech at Harvard University outlining the Marshall
Plan, General Marshall spoke of his vision of an economic assistance plan
that would not be directed “against any country or doctrine but against
hunger, poverty, desperation and chaos. Its purpose should be the revival
of a working economy in the world so as to permit the emergence of



The President
October 22, 1996
Page Two

political and social conditions in which free institutions can exist.” As one of the country’s
greatest accomplishments, we think the Marshall Plan should be recognized as a foreign
policy initiative which proved to be of decisive importance in the establishment and
strengthening of free and democratic societies.

We realize how busy your schedule is at this particular time and that you are
unable to commit to attending this early. However, we hope that you will agree to be
included on the Honorary Presidential Committee, with your name most prominently
listed. We will contact your office about listing your name and keep your staff advised as
anniversary plans develop.

Sincerely,

Albert J. BevcﬁdM

President and CEO



HEADS OF STATE
of the 16 Marshall Plan Countries
invited to the 50th Anniversary Gala
June 5, 1997

m Minister Jean-Claude Juncker

Prime Minister W. Cok
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Thie Netherlands
Norway

me Minister Antonio Manuel de Oliveira Guterres

ey
President Shuleyman Demirel
Republic of Turkey

cw o g ——— e g s
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*10200% GEORQE C MARSHM.I. FOlm&TION (GCMF)

- Drawer 1600

Lexington, VA 24450
Albert J. Beveridge III, Pres

~PH: (540)463-7103 . Sa O (703)464 5229 -

Founded: 1953. Formed to honor General George Catlett Marshall (1880-
1959) through preservation of documents and memorabilia bearing on his 50
years-of public service. (General Marshall was chief of staff of the U.S. Army
in World War ‘II, envoy -to China in 1946, U.S. Secretary of State from

- 1947-49, Pres:dent of the Red Cross from 1949-50, and Secretary of

Defense from 1950-51. Undér President Harry S Truman's direction, he
proposed what became the Marshall Plan for postwar aid to Europe and in

' 1953 he was awarded the Nobel Peace Prize.) The Foundation's building,

completed in 1964, is situated between Virginia Military Institute, where
Marshall was a cadet and First Captain graduating in the class of 1901, and

Washington and Lee University. The museum section, open to the public,
includes Marshall's personal possessions, photographs, cartoons, clippings,

flags, an electric map of allied progress in World War 11, and various exhibits.
Leading a project to edit the papers of George Catlett Marshall iS an ongoing
special project. Sponsors ‘special exhibits. Libraries: Type: reference.

" Holdings: 25,000; books, periodicals, audio recordings, archival material.
Subjects: twentueth-century U.S. military, political, and diplomatic history;

papers of General Marshan Awards: Type: scholarshnp Recmuent for

-undergraduates. -

Publications: The Authorized 8:ography of George (o Marsha!! Book. Four
“volume work. Price: $45.80 soft cover @ The Edited Papers of George
- Catlett Marshall. Book. Three volume work. @ George C. Marshall Foundation,

biennial. Report. Price: free. Circulation: 400. Advertising: not accepted @

- George C. Marshall Foundation—Topics, quarterly. Newsletter. Price: free.

Circulation: 9,000. Advertising: not accepted @ George C. Marshall ROTC
Award Semmar Report, annual. Contains texts of speeches and roundtables
presented during the annual three-day ‘seminar for outstanding ROTC cadets.
Price: free. Circulation: 3,500. Advertising: not accepted @ Pamphlets.
Conventions/Meetings: quarterly Marshall Lecture Seminar @ annual ROTC
Award Seminar - convention, covers the national security of the U.S; winners
ff the Georg‘|leA C. Marshall Army ROTC Award (College Semors) always spring.
exington,

TR NR R by et
S OAk -"}I'-‘,"'



GEORGE C. MARSHALL & THE MARSHALL PLAN:

After graduating from Virginia Military Institute in 1901, George Catlett Marshall began his career as one of the
United States' greatest soldierstatesmen. His lifelong service to the United States began as |ieutm_a]nt in the
Army in 1902; he went on to become United States Army Chief of Staff, Ambassador to China, of
State, President of the American Red Cross and Secretary of Defense. For his role as architect andi advocate
of the Marshall Plan, General Marshall was awarded the Nobel Peace Prize in 1953. i

The Marshall Plan, proposed as the European Recovery Program in General Marshall's address at I-Lmrd
University an June 5, 1947, became one of the United States' greatest foreign policy initiatives, provihg to be of
decisive importance in the establishment and strengthening of free and democratic societies a&erwodd War . |
General Matshall was responsible for winning public and congressional support to enact legislation which l
‘brought the program into effect in 1948. An assistance program to sixteen'wartom countries, the Marshall
'Plan provided $4 billion worth of economic aid to western Europe, Turkey and Greece. i
THE GEORGE C. MARSHALL FOUNDATION: |
“The Geonge!C Marshall Foundatlon has carried on the great legacy of General George C. Marshall Jbrmore
than 40 year's, with education programs as well as a museum, library and research center in Lex:ngton\frgma. ;
| preserving ahd promoting in society the ideals of disciplined selfless service, hard work, mtegnty and | r:ompassnon i
exemplified byGeneral Marshall.

Proceeds frdm the Gala w:ll help fund the programs of the Marshall Foundation, including;

€ : jce Leadershit asenesofprograrnsdesng'ledtodevebplleaders
in the publtc sector using Generai Marshall asthe role model for principled, ethical leadership.

_Mmm an annual program for college seniors in the Anny ROTC nted
for excellence in academic accomplishments, demonstrated leadership skills and physical fitness. A three day

seminar held annually for Marshall Award Winners on the National Security of the United Stahesmﬂ'\mémost
senlorunrformed and cmllan leadership of the Army.

Progra eve| Preside ‘ Thefocusofthepmg-ammllbetoasststnewappomttesmﬁ'uerr-
transition ﬁ'om the pnvate to the public sector to help them gain an understanding of the many complexrtles
of government so they can become effective public servants.

Marshall Exchinge Program: A reciprocal summer public service exchange program for high school age students
from the nations of the Atlantic Alliance. The goal is to study public policy issues and encourage public service |
in the Marshall tradition.

GEORGE C. Andrew}. Goodpaste, Chairman, Board of Trustees
MARSHALL AtbertJ. Beveridge, I President
FOUNDATION Ppost Office Drawer 1600,

. . _ Lexington, Virginia 24450
For more information please call: S40 463 7103 [ext. 227] 4 Fax 540 464 5229

Lansdale Associates at 202 467 6500 E-mall: malnilm@vmi adn
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THE WHITE HOUSE
WASHINGTON
November 26, 1996
From: STEPHANIE STREETT & ANNE'MWLEYM
Subject: SCHEDULING DECISIONS
cc: EVELYN LIEBERMAN
ACCEPT
12/2/96 Award the Congressional Space Medal of Honor
12/3/96 DSCC Fundraiser, Washington, DC
12/4/96 “Booknotes” Interview on C-SPAN
This interview will be devoted to the issues raised in your
book. It will also give you the opportunity to share with
viewers your devotion to reading and the types of books
you enjoy.
12/5/96 Meeting / Photo With President Menem
12/5/96 Menorah Lighting For Hanukkah, Oval Office
12/5/96 Announce Directive to Facilitate and Encourage
Adoption and Permanent Placement For Children in
Foster Care
Note: The First Lady will participate in this event.
12/6/96 Malcolm Baldridge Awards Ceremony, Washington, DC
12/12/96 Second Meeting of the President’s Council on Counter

Narcotics



12/13/96 Interview With People Magazine

This year end issue will feature the 25 most intriguing
people of the past year.

12/23/96 Interview With Ron Brownstein of the La Times

Brownstein will have a syndicated column in January.
His premier column would feature his interview with you.

Dec. / Jan. thbd % \'Award the Navy Silver Star to Congressman Frank Tejeda

Feb. tbd Speech to the Business Enterprise Trust, New York City ‘

PENDING

12/2/96 - 12/6/96 Meeting With Cabinet Secretaries and Agency Heads to
Discuss HIV/AIDS in Conjunction With World Aids Day

12/3/96 - 12/16/96 Working Visit With Prime Minister Netanyahu

12/3/96 - 12/16/96 Working Visit With President Mubarak

12/5/96 - 12/6/96 Phone Call to the Texas African-American Leadership

The purpose of this call is to encourage voter turnout
in the Texas run-offs.

12/7/96 Q:n% % Army/Navy Football Game, Philadelphia, PA.
3

This request is supported by Leon Panetta, Tony Lake,
Qﬁx Bob Lyford, Walter Caye and Mayor Rendell of
- Philadelphia. White House Senior Staff think that
this would be a great event for you to attend.

2/2/94 - 2/4/96 Address the Microcredit Summit, Washington, DC

The Summit will be the first step of a decade-long
campaign which seeks to ensure that 100 million of the
world’s poorest families, especially the women of those
families are receiving credit for self-help employment and
other financial and business services by the year 2005.
The First Lady is Co-Chair of this Summit.



REGRET

1/21/96 Remarks to the National Abortion Reproduction
Rights Action League Lunch (NARAL)

This event falls the day after the Inaugural. It has
been sent over to the VP’s office for consideration.
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November 1996

*Presidential Calendar

Fuesday

5

Wednesday

IF'hursday

7

Friday

1

i Event, Santa Barbara, CA
IE\’tl'll. El Pm TX )
[ Event, Las Cruces, N NM N
Tape Radio Address

RON, San Antonio, TX _

Saturday

“

[Ewnt San Antunlo T)(
| Event, Little Rock, AR

(Event, New Olkms LA-

[RON Tampa

5

9

| Event, Tampa | | |Event, Manchester, NH | | [ELECTION DAY Retum to DC (aftemoon) Announcement Budget Mectings (2 hours) [Day & Evening Off
| Event, West Palm Beach, FL | | |Event, Cleveland, OH | | [RON Little Rock | || - [Day & Evening Off | | Cabinet Mecting
= : ~~ | Supporters Event, DC Tape Radio Add
IEv:nl. Union Tovmshlp, N ‘ [Eml chmgton KY ] = i _|o o
=- === e RON DC VP Meeting

| Event, Springfield, MA | | [Event, Cedar Rapids, 1 ]
IEw:m, Bangor, Maine i [Emt Sioux Falls, SD ]
RON Bangor, Maine [ HOLD (per 55) [
.Day & Evening Off Veterans' Breakfast, White House Parks Bill Signing Foreign Leader Phone Calls Intern Photo Statement

Veterans' Events, Arlington Bi-Partisan Congressional Leader- VP Lunch Tape Radio Address

Cemetery ship Mtg _ Foreign Policy Team Meeting Video Tapings
Evening Off Budget Meetings Military Departure Photos [ [}q,- et o Route Hawais ]
HOLD (per S5) p Veteran's Day 1
[Depart enroute Aussalia | | [Sydney, Auswalia | | [Offcial Visit, Canberrs, Australia | | ] |
[RON Sydney, Australia | | [RON Sydney, Australia [ Arrive Cairms, } | | [RON Manita |
) [RON Caims, Australia | |
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L

Hawaii
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Australia
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RON: Port
Douglas

23
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Wedding
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17 18 19 20 21 22 23
Chinese Finance Minister mtg | 1 hour briefing Gore Com Cardinal Bernardin's funeral 1 Hr KS Calls #/ Amb Gardner | Beaumont / Houston
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! R A ] ' RIS Asstralia l
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Thelonious Monk Reception ?
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- POTUS APEC Philippines / Thailand )|
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- ; THE PRESIDENT HAS SEEM

Jorge L. Bolaiios bR N C[«)\M.
5870 S.W. 8 Street, Suite 7 « Miaml, Florida 33144
Phone (305) 262-0080 « Fax (305) 262-8802

November 6, 1996

Hon. William Jefferson Clinton
President of the United States
The White House

Washington Df

CEM
s 1 cubano f ra clinton”

You just accomplished the impossible in our community. Your victory is even more
remarkable when you take in consideration that you had to overcome:

1. The policy failures of previous Democratic administrations, specially the

! dialogue initiatives of Bob Pastor under President Carter, and President

- Kennedy’s Bay of Pig fiasco and the misguided recommendations of Mr.

Halpering and Nuccio.
2. The misinformed perception of our community by few but visible members of

; congress and “liberal democrats”, who romanticize Castro.

: 3. And finally the relentless campaign by the republicans that you are not sincere
- in your commitment to remove Castro and to bring democracy to Cuba.

To bring about a peaceful transition to democracy in Cuba you will, in a short time, be
required to make sensitive policy adjustments to accommodate our allies and stimulate their
involvement. If we make the small effort necessary to inform the need of your actions, the
Cuban American community will stand next to you and prove to be your best partner.

) As shown by yesterday’s vote, our community is not the right wing, aristocratic mongooses
X being pictured in the press or projected by few regressive individuals. Cuban Americans are
; progressive and socially conscious and their desire is not to “return and rule” but to help
S bring about the removal of Fidel Castro from power, open the doors for a democratically
g elected government and support the economic reconstruction of Cuba.

During the last four years you took great leaps of faith by trusting and supporting our
community. You have no idea how happy we are that we did not fail you and how much we
look forward that you will soon be the President to bring democracy to Cuba.

abrazo de tus amigos de Miami

i

Braceras




November 8, 1996

MEMORANDUM TO BETTY CURRIE
FROM SUZANNA VALDEZ

SUBJECT LETTERS FROM MR. FANJUL AND MR. BOLANOS

Alfy Fanjul and Jorge Bolanos are members of the President's "Core Group" in Miami. They have
both sent congratulatory notes to the President, which I am forwarding to you.

Please advise on how we should proceed with regard to an acknowledgement.

Thank you.
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THE WHITE HOUSE
WASHINGTON
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Fax Transmittal Sheet

TO: Ambassador Madeleine Albright

Fax Number: 736-7551 . Phone Number: 736-7555

FROM: Todd Stern
SUBJECT: pPresidential Note
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exempt from disclosure under applicable law. [ the reader of this message is not the intended reapient, or
the employee or agent responsible for delivering ‘the message to the intended recipient, you are hereby notified
that any disclosure, dissemination, copying or distribution, or the taking of any action in reliance on the
contents of this communication is strictly prohibited.



THE WHITE HOUSE

WASHINGTON

DATE: 12/2/96

NOTE FOR: AMBASSADOR MADELEINE ALBRIGHT

The President has reviewed the attached, and it is forwarded to you
for your:

Information KX

Action ]

Thank you. Staff Secretary
(x6-2702)

cCl
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ENCRYPTION

l-29-9
THE PRESIDENT HAS SEEM

BIG BREAKTHROUGH
—0R BIG BROTHER?

Washington may like key recovery, but privacy hawks don’t

or the Royal Dutch/Shell Group,

the electronic messages zipping

among its 120 far-flung companies

“represent the glue that holds the
corporation together,” says Shell en-
cryption expert Nick Mansfield. But the
messages must be kept from prying
eyes. In the Dark Ages before comput-
ers, Shell sent sensitive telexes in code.
And now, as the Netherlands-based oil
and chemical giant launches a global
network for its internal communications,
piggybacked on the Internet, it is count-
ing on sophisticated encryption technol-
ogy to keep its secrets safe.

Shell is one of hundreds of compa-
nies that understand how critical cryp-
tography is to a wired world. Without it,
“we won't have real electronic commerce
or electronic banking,” says Kawika
Daguio, technology maven at the Amer-
ican Bankers Assn. But Shell's new web
isn’t just on the cutting edge of the In-
formation Age. It also offers hope that
industry and government are finally
finding a solution to a raging policy de-
bate that pits the needs of law enforce-
ment against the right to privacy.

HOW KEY RECOVERY WORKS

The central question is what type and
level of encryption U.S. companies are
allowed to export. In recent years, en-
eryption technology has become so so-
phisticated that a personal computer can
apply codes that government experts
can't crack. FBI officials and the code-
breaking spooks at the National Security
Agency fear that such unbreakable cryp-
tography will be used by terrorists, child
pornographers, and other nasty charac-
ters. As a result, the U.S. government
has long tried to limit the spread of the
technology around the world with strict
export controls. It used the export re-
strictions to encourage domestic use of
technologies that would give the gov-
ernment—in criminal investigations, for
example—keys to decipher the code.
Ccul BONO? In 1993, the Clinton Admin-
istration pushed a government-developed
chip dubbed Clipper that gave law en-
forcers the key to a secret “backdoor,” al-
lowing them to read any coded message.
Industry, fearing government intrusion,
violently rejected it. The Administration
made a series of small compromises, but
they, too, were rejected. Finally, in Oc-

creates a message that is
encrypted with a “session key"
generated by the system.

lENCRYP"I‘ION An employee

TRANSMISSION The key is

also encrypted. The message

and key are sent to the
recipient. The recovery center also
has the ability to unlock the key.

th

tober, the Clintonites decreed that firms
could export even the strongest cryp-
tography. The main condition was that
companies maintain access to their own
keys and agree to hand them over in
response to warrants or court orders.
“Two years ago, imagining that the gov-
ernment would allow exports of cryp-
tography of unlimited strength was like
imagining during the Cold War that the
Berlin Wall would fall,” says Stephen T.
Walker, cE0 of Trusted Information Sys-
tems (T18) in Glenwood, Md.

Nevertheless, the new policy raised
the hackles of everyone from right-wing
conservatives and privacy advocates to
some software executives. Republican
representative Sonny Bono of California
doesn’t want the FBI to have access to
keys because “I absolutely don't trust
them,” he says. And software execs ar-
gue they're losing foreign sales to over-
seas competitors who aren’t bound by
the restrictions.

Some of this opposition will never
fade. Philip Zimmermann, creator of a
legendary cryptography program called
Pretty Good Privacy, would like to “roll
back the clock to a time when every
conversation was private.” But many ex-
perts predict industry will eventually go
along. Much of the current criticism, they
contend, represents a simple lack of un-
derstanding of the companies’ own need
to access or “recover” encoding keys.

Most firms are only now beginning
to think about how to ensure security as
they hook up to public networks, says
James Hurley, cryptography expert at
the Aberdeen Group, a Boston consult-
ing and research firm. They haven't yet
gotten to the next stage of deciding

crypts the key and uses it to
read the message. If the com-
pany needs to read the
message, it does the same.

3RETRIEVAL The recipient de-
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how they are going to manage cipher
keys. “When I talk to end users about
this, they don’t know key recovery from
a hole in the wall,” he says.

In contrast, savvier customers are re-
alizing the importance of key-recovery
technology. For Shell exees to maintain
control of their vast empire, “they must
be able to look at any of the messages
that flow around the
group of companies,”
explains Mansfield.
“With enuvptinn
that requires central
control of keys.”

Meanwhile, to meet
the anticipated de-
mand, computer sup-
pliers are launching
new products that
offer key access.
Hewlett-Packard, for example, is about to
announce a hardware system that allows
customers to use whatever type of en-
cryption or key management will fit their
needs—and their government’s policies.
“We believe this solves the problem,”

says H-P Vice President Rick Sevcik.

ESCROW SCHEME. Today, most encryp-
tion schemes use so-called public-key
cryptography. Complicated math' allows

Can backup keys be
kept secure enough?
Who would be liable in
the event of a breach?

& Tochnolnoy

e,

senders to use one key, which is made
public, to garble a message. But only the
recipient with the corresponding private
key can decipher it.

But what happens when employees
lose their private keys or leave the com-
pany? How can companies gain access to

their files? One method is to simply keep

copies of every private key in escrow.
For instance, each
time Nortel Secure
Networks' “Entrust”
encryption  product
generates a new public
and private key pair
for a user, “the private
key is backed up and
put in the server,” ex-
plains Brad Ross, di-
rector of business de-
velopment for Nortel.

But this so-called key-escrow scheme
isn’t ideal. For one thing, the backup
keys must be kept under tight securi-
ty—and there are unanswered questions
about liability if the security is
breached. In addition, law enforcers who

use a search warrant to obtain a private

key would then have access to every-
thing encoded by the key, not just a
few relevant documents or messages.

search:

Looking for something? Excite on Sun.

Ti8's Walker thought there must be a
better way. So he came up with the no-
tion not to save messages or private
keys—but simply to give companies the
ability to recover the keys used to en-
crypt messages. A dompany can then
decrypt the key and decode just the
relevant message. But the sender’s key
remains private, safe from both compa-
ny execs and federal agents.

There are still practical hurdles be-
fore the technology can become wide-
spread. Communications software must
be adapted, and legislation will be need-
ed to clarify the liability issues for key-
recovery centers. The Administration is
currently working on a draft bill. And
whether key recovery becomes a global
solution depends on whether other gov-
ernments sign on to the idea.

But a trend is beginning to emerge.
Administration critic James Bidzos, CEO
of rSA Data Security Inc. in Redwood
City, Calif., concedes, “we are seeing
the market move to emergency access
[of keys]. If the government wants to
say “‘we were right,’ let them.” No
doubt the fight over eryptography will
continue. But ultimately, today’s battles
may seem as distant as the Cold War.

By John Carey in Glenwood, Md.

sports fan + rabid

Sun, one of the biggest, smartest powers behind the Internet, is now the power behind one of the biggest, smartest search

engines on the Web~Excite. PC World was so impressed they gave them an A+ and said, “Quite simply, Excite delivered &Q& Sun

what we were looking for better than any other engine.”

All we can say is way to go team. THE NETWORK IS THE COMPUTER™

microsystems
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(a0 Qoo mk.b SONNENTY
THROUGH: Leon Panetta 75 M
\C( U —

FROM: Sally and Dan Tarullo ,.‘
RE: EPA's Proposed Ozone and Particulate Matter Air Standards =~ == !

This memorandum is to advise you that, afier much debate, we are authorizing EPA to place
in the Federal Register on Friday, November 29th, a notice proposing new rules under the
Clean Air Act that would: (1) create a new, more stringent air quality standard for particulate
matter (PM); and (2) improve and tighten the existing ozone air quality standard. The action-
forcing event is a court-ordered deadline of this Friday for a review of the particulate matter
standard. The American Lung Association and the Sierra Club have threatened to bring
lawsuits to obtain a deadline for issuing the ozone proposal if it is not issued at the same time
as the PM standard. Both proposals will be highly controversial.

Background

The PM proposal would create a new standard for fine particles (those measuring 2.5 microns
or less; the width of a human hair is 100 microns). This decision reflects a consensus among
EPA's science advisory committee that these small particles cause harm by lodging deep in
human lung tissue. The current standard for larger particles (those measuring up to 10
microns) would remain in place. For ozone, the proposed rule expands the monitoring period
from one to eight hours and lowers the allowable concentrations. The health effects of ozone
are considerably less severe than those from small particles: while the PM proposal would
reduce premature mortality, the ozone proposal is intended to address temporary (and
reversible) reductions in lung function, and marginally reduce hospital admissions among
sensitive populations.

The statutory standard under the Clean Air Act is to protect human health with "an adequate
margin of safety.” The courts have held that EPA is not to consider costs in setting the
standard. But the costs of these proposals will be greater than any other EPA regulation
issued during your first or second term. The anmual compliance costs for the PM standard will
be approximately $6 billion per year; and for the ozone air standard, $.6-$2.5 billion, or
more, per year.
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AMERICA’S WORLD  wwen

Good intentions THE PRESIDENT HAS SEEN

/(- 21-244

Bill Clinton has another four years to set the world to rights—if only he can

keep his concentration

¢C TN AN increasingly interdependent

world Americans™idve a growing
stake in how other countries govern, or mis-
govern, themselves. The larger and more
closeknit the community of nations that
choose democratic forms of government,
the safer and more prosperous Americans
will be, since democracies are demonstra-
bly more likely to maintain their interna-
tional commitments, less likely to engage
in terrorism or wreak environmen-

rest of the world.

Indeed, historically, America’s attitude
has always been one of deliberate distance.
It should, said Thomas Jefferson, seek hon-
est friendship with all nations, but “entan-
gling alliances with none”. Hence, before
the second world war, America’s every en-
trance on the the global stage was followed,
sooner or later, by its withdrawal. For all
the 1960s’ talk of American imperialism,

B

—; to wait. The difference is
that the pattern is now interwoven with so
many others. Count the value of America’s
proliferating foreign investment, or the eth-
nic links of its citizens to other countries, or
its obligations under various international
treaties: the truth, pace Jefferson, is that
America’s isolationist instincts must
henceforth be limited; for better or worse,
the country is permanently entangled. In
which case, can non-Americans hope for
the better from a second-term Bill Clinton?

Backyard blués

Start with America’s backyard. For decades
its complaint was that the United States in-
terfered too much in affairs south of the
border (witness the downfall of Salvador
Allende in Chile or Manuel Noriega in Pan-
ama). Now the grouse is the opposite: not
only do Latin Americans feel misunder-
stood, they also feel ignored.

tal damage, and less likely to make | *
war on each other.”

Those fine, even provocative,
words come from Strobe Talbott,
deputy secretary of state (and Presi-
dent Clinton’s chief adviser on Rus-
sia), in the latest issue of Foreign Af-
fairs. But will they define a “Clinton
doctrine” by which the rest of the
world will temper its behaviour over
the next few years? Or will they be
soon forgotten, as a second-term
presidency continues the ad hoc
habits (“photo-op foreign policy”
and “foreign policy as social work”
are among the biting, if facile, criti-
cisms) of the past four years?

The questions matter because
America is so obviously the world’s
leader—its biggest economy, its most
powerful warrior and, thanks to the
demise of the Soviet Union (Presi-
dent Reagan’s “evil empire”)—its
only remaining superpower. What-
ever the crisis, America, it seems,
must play the dec13we role..].n_;he

lis; i wan
i ina. Even France,
whose Gaullist tradition presumes more
than a soupgon of anti-Americanism, ac-
knowledges if not America’s leadership at
least the need for its help: this month’s offer
of French troops for Zaire was contingent
on the presence of Americans, too.
‘I‘he dlﬂiculty is to be sure ofthe answer.

fostered by covert action round the world
and overt war in Vietnam, the truth is that

Amm.has.had.m.nmg.imzmﬁr;;
since the end af the 19th century.

Latin America, “Uncle Sam’s backyard”,
has real cause to see the United States as a
menacing quasi-imperialist, meddling ei-
ther to protect its trade or to repel the al-
leged threat of communism.

Seen against that background Ameri-
ca’s role in Bosnia conforms toa pa ttern be-

They have a point. Two years ago
in Miami, Mr Clinton, still reason-
ably fresh from winning approval of
the North American Free Trade
Agreement (NAFTA), played host to
the first “hemispheric” summit with
all the region’s leaders bar Cuba’s
Fidel Castro (a perennial pariah).
They set the goal of a hemispheric
free trade agreement by 2005; and
Mr Clinton agreed to support a
broader NAFTA, together with the
spread of similar accords to the Ca-
ribbean and Central America.

So much forgood intentions. The

the Mexican currency crash of 1994.
Though Mr Clinton braved domes-
tic opposition to put together a fi-
nancial rescue package, he was un-
able to win approval from a
protectionist-inclined Congress for
more trade deals.

The second setback was the hi-
jacking of the administration’s Latin
American policy (such as it was) by
Mr Clinton’s need to get re-elected. He ap-
proved the Helms-Burton law, which im-
poses sanctions against foreign companies
“trafficking” (ie, investing) in Cuban assets
seized by Castro from American citizens, in
order to win votes in Florida, and sought to
neutralise criticism that he was “soft” on
drugs by hounding Colombia’s President
Ernesto Samper, who was alleged to have
received electjon money from the Cali co-
caine caneE; kr Samper’s American visa

‘and the administration re-

first disappointment stemmed from &L”
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Bill Clinton has another four years to set the world to rights—if only he can

keep his concentration

€C TN AN increasingly interdependent

world Americans have a growing
stake in how other countries govern, or mis-
govern, themselves. The larger and more
close-knit the community of nations that
choose democratic forms of government,
the safer and more prosperous Americans
will be, since democracies are demonstra-
bly more likely to maintain their interna-
tional commitments, less likely to engage
in terrorism or wreak environmen-

rest of the world.

Indeed, historically, America’s attitude
has always been one of deliberate distance.
It should, said Thomas Jefferson, seek hon-
est friendship with all nations, but “entan-
gling alliances with none”. Hence, before
the second world war, America’s every en-
trance on the the global stage was followed,
sooner or later, by its withdrawal. For all
the 1960s’ talk of American imperialism,

s to wait. The difference is
that the pattern is now interwoven with so
many others. Count the value of America’s
proliferating foreign investment, or the eth-
nic links of its citizens to other countries, or
its obligations under various international
treaties: the truth, pace Jefferson, is that
America’s isolationist instincts must
henceforth be limited; for better or worse,
the country is permanently entangled. In
which case, can non-Americans hope for
the better from a second-term Bill Clinton?

Backyard blués

Start with America’s backyard. For decades
its complaint was that the United States in-
terfered too much in affairs south of the
border (witness the downfall of Salvador
Allende in Chile or Manuel Noriega in Pan-
ama). Now the grouse is the opposite: not
only do Latin Americans feel misunder-

tal damage, and less likely to make
war on each other.”

Those fine, even provocative,
words come from Strobe Talbott,
deputy secretary of state (and Presi-
dent Clinton’s chief adviser on Rus-
sia), in the latest issue of Foreign Af-
fairs. But will they define a “Clinton
doctrine” by which the rest of the
world will temper its behaviour over
the next few years? Or will they be
soon forgotten, as a second-term
presidency continues the ad hoc
habits (“photo-op foreign policy”
and “foreign policy as social work”
are among the biting, if facile, criti-
cisms) of the past four years?

The questions matter because
America is so obviously the world’s
leader—its biggest economy, its most
powerful warrior and, thanks to the
demise of the Soviet Union (Presi-
dent Reagan’s “evil empire”)}—its
only remaining superpower. What-
ever the crisis, America, it seems,
must play the decisive role. ln_the

t ered a sort of peace in
: srae-

lis,and sent its navy ta_support Tatwan

i ina. Even France,
whose Gaullist tradition presumes more
than a soupcon of anti-Americanism, ac-
knowledges if not America’s leadership at
least the need for its help: this month’s offer
of French troops for Zaire was contingent
on the presence of Americans, too.

The difficulty is to be sure of the answer.
Just as foreigners are ambivalent about
America, often relying on its power while
also resenting it, so is America about the
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fostered by covert action round the world
and overt war in Vietnam, the truth is that
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Latin America, “Uncle Sam’s backyard”,
has real cause to see the United States as a
menacing quasi-imperialist, meddling ei-
ther to protect its trade or to repel the al-
leged threat of communism.

Seen against that background Ameri-

ca’s role in Bosnia con t ttern be-
n in the Fren ion and contin-
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wars:

Europe in acrisis | the United States

stood, they also feel ignored.

They have a point. Two years ago
in Miami, Mr Clinton, still reason-
ably fresh from winning approval of
the North American Free Trade
Agreement (NAFTA), played host to
the first “hemispheric” summit with
all the region’s leaders bar Cuba’s
Fidel Castro (a perennial pariah).
They set the goal of a hemispheric
free trade agreement by 2005; and
Mr Clinton agreed to support a
broader NAFTA, together with the
spread of similar accords to the Ca-
ribbean and Central America.

So much for good intentions. The
first disappointment stemmed from
the Mexican currency crash of 1994.
Though Mr Clinton braved domes-
tic opposition to put together a fi-
nancial rescue package, he was un-
able to win approval from a
protectioaist-inclined Congress for
more trade deals.

The second setback was the hi-
jacking of the administration’s Latin
American policy (such as it was) by
Mr Clinton’s need to get re-elected. He ap-
proved the Helms-Burton law, which im-
poses sanctions against foreign companies
“trafficking” (ie, investing) in Cuban assets
seized by Castro from American citizens, in
order to win votes in Florida, and sought to
neutralise criticism that he was “soft” on
drugs by hounding Colombia’s President
Ernesto Samper, who was alleged to have
received electjon money from the Cali co-
caine canel.%r Samper’s American visa
was cancelled®and the administration re-
fused the certification, necessary to qualify
for American aid, that Colombia was co-
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But, putting their complaints aside,
what do the Latin Americans really want
from Uncle Sam? The less-than-simple an-

swer is somg_positive understanding: let

en-

Mmﬂlmmﬁum.m'coumgmg the
foreign investment that would ensure eco-

nomic liberalisation, and with it political
reform. Similarly, in terms of the drugs war,
let America recognise that the problem is a
shared one, with the consumers as guilty as
the suppliers. Most of all_let Mr Clinton

seek “fast track” approval from
tiate a

W@Mﬂf_ﬂmfﬂf

ﬁ-ﬁﬂmm-lbthnma% Not every-
one in the region wants such a deal; but

“fast track” would signal America’s in-
volvement, and help stop the inclination of
Mercosur, the trade-group led by Brazil, to
go down a protectionist route.

Perhaps the Latin wish-list will come
true. But the optimists are few. After all, in
his first term of office Mr Clinton travelled
the globe—and never once set foot in Latin
America (belatedly, a visit to the region is
now scheduled for next year).

Misleading Asia
To neglect Asia, with three-fifths of the
world's people and several of its potential
nuclear flashpoints (think of North and
South Korea, India and Pakistan, China
and India or Russia and China), would
clearly be a mistake of a much greater order.
Couple security concerns with Ameri-
ca’s trading relationships with both Japan
and China, and it is hardly surprising that
Mr Clinton began his presidency by
emphasising Asia with a fervour that
alarmed America’s hitherto complacent al-

meetm of thc As:a—l’amﬁ

]

Economic Co-operation fo-
rum (APEC) in November 1993
was upgraded, at Mr Clinton’s
prompting, into a summit of
heads of state; and the follow-
ing May China was informed
that its most-favoured-nation
trade status would no longer
be held hostage to its human-
rights record.

But where, Asia wonders,
was the follow-up? America’s
secretary of state, Warren
Christopher, quickly became
obsessed with the Middle East
(critics note his visit to Beijing
this week was his first for two
years), and the crucial rela-
tionships with Japan and
China were soon soured by trade rows,
with America aggressively insisting on
greater market access. The low point came
in November last year, when Mr Clinton
cancelled his trip to the APEC summit in
Osaka. Admittedly Mr Clinton had a good
excuse—a budget crisis had shut down his
government—but Asia’s leaders were begin-
ning to ask how much they could rely on an
apparently inconsistent America.

Mr Clinton, of course, says their reli-
ance can be absolute. This week, while visit-
ing Australia, he used his first big foreign-
policy speech since the clection to promise
the continued presence of American troops
in the region. Moreover, he had reassuring
words for China: “The United States has no
interest in containing China. That is a nega-
tive strategy. What the United States wants
is to sustain an engagement with
China...in a way that will increase the
chances that there will be more liberty and
more prosperity.”

But Mr Clinton’s latest message to
China only serves to highlight the prob-

Ftylng thﬂ flag US forces, August 1996

o2 SOUTHERN COMMAND |
[ PACIFIC cOMMAND ]
Total
Alaska
Hawaii
Japan
South Korea

35 910

*includes forces, cvilian police and obtervers under UN command
Source: Intemational institute for Strategic Studies
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Not always welcome

lems of his Asia policy. Earller this year,

rmxed messages from A ant-
to en not ¢ i layed
thelr %n in the China-;[nimn crisis.

Mi alwan'’s determination to hold
its first fully democratic presidential elec-
tion, and led to believe, from all the talk of
engagement, that America would turn a
blind eye, China set out to intimidate Tai-
wan, even firing missiles close to its busy
shipping lanes.

To its credit, America’s response, or-
chestrated from the Pentagon, not the State
Department, was swift: two aircraft-camer
battle groups sent to “observe™ China’s ac-
tions and to ensure that Taiwan came to no
harm. Shortly thereafter, America and Ja-
pan agreed to reinforce their bilateral secu-
rity treaty.

Though neither America nor Japan says
it publicly, one of the future “risks” facing
East Asia is precisely that a more muscular
China will continue to refuse to play by the
rules. Like it or not, America’s role in con-
straining China will be crucial.

which case, the administration
éﬂ.lt consider a change of tone. The Clin-
ton team came _to power saying America’s
economic interests would be at the centre
of its foreign policy. The result was to ad-
vance the Commerce Department at the ex-
pense of the State Department—and to al-
low trade-dispute brinkmanship to
endanger carefully balanced security rela-
tions. When he goes to Manila for next
week’s APEC summit, Mr Clinton will need
to promise consistency as well as friend-
ship if he is to reassure his Asian
counterparts.

Old faithfuls

Ironically, given MrClinton’s initial prefer-
ence for the transpacific rather than the
transatlantic, Europe now needs little reas-
surance. In part this is a “better the devil
you know” reaction; in part it is because
most European governments reckon Mr
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But it is also because Euro;ﬁahs ha\'e 2

had to recognise their own failings: the
Dayton accords on Bosnia, for example,
would not have happened without Mr
Clinton’s special envoy, the bullying Rich-
ard Holbrooke. It was the same Mr
Holbrooke, bluntly accusing the Europe-
ans of literally sleeping through the night at
a time of crisis, who this summer defused a
dispute over some rocks in the Aegean that
threatened to propel Greece and Turkey—
NATO “allies"—into armed conflict. What-
ever the European Union’s ambitions for a
common foreign and security policy, in the
meantime it clearly benefits from having
America on hand—and an America that
supports the idea of European integration.

That idea means different things to dif-
ferent people, and affects the way they view
America’s support. France has always
tended to think of an integrated Europe as
a counterweight to America. Indeed, its
government spokesman, Alain Lamass-
oure, greeted Mr Clinton’s victory with the
comment: “It makes progress toward Euro-
pean unity more necessary than ever, so as
not to leave American power alone like
some kind of gendarme or judge over the
affairs of the world.” Hence France’s deter-
mination to secure a European role in the
Middle East peace process, or in the re-
ordering of Africa. Yet at the same time
France is deeply nervous at the idea of an
American withdrawal from the world. Pres-
ident Chirac was not simply flattering his
audience when he told Congress in Febru-
ary: “Today, as yesterday, the world needs
the United States.”

Germany has no such contradictory
feelings: European integration and the
transatlantic alliance are mutually re-
inforcing in Chancellor Kohl’s mind. In-
deed, he puts Germany’s rapport with
America almost on a par with the Franco-
German alliance.

By contrast, feelings in Britain, obsessed
by its internal debate over Europe, are con-
fused: Eurosceptics, hankering hopelessly
for the old “special relationship”, see the EU
as the enemy of transatlantic friendship—
to which the Europhiles reply by pointing
out that Britain alone, without Europe, is
no longer worthy of America’s attention.

Designing the architecture
In the end, be it in trade or securitg. Amer-
jea and Europe are mutually dependent,
tion lp
ible. At
ent the I: the He ms-Burton
egislation; the squabble over Boutros
utros-Ghali’s tenure as UN secretary-gen-
eral; differing views on how to deal with
Iraq; the flagging momentum of the Mid-
dle East peace process; and so on.
The true challenge will be to manage
two much bigger, and interconnected, is-
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ways America has handled NATO with dip-
lomatic deftness, ensuring its survival after
the end of the cold war had removed its
original raison d’étre and agreeing with the
Europeans on the “combined joint task
force” concept to allow Europe to use NATO
assets without America’s involvement. One
litmus test for the future, however, certainly
for France, will be America’s willingness to
cede NATO's southern command, with its
headquarters in Naples, to a European.
The Americans have been similarly deft
in ensuring approval for the notion that
NATO must expand its membership both to
promote Europe’s security (not least by giv-

Let’s sort things out

ing Germany a buffer between it and the
old enemy, Russia) and to reward Central
and Eastern Europeans for their rejection
of communism. Putting notion into prac-
tice, however, will not be easy—and the Eu-
ropean Union is not impressed by the idea
that difficult cases such as the Baltic states
(militarily indefensible) could find an al-
ternative home in the Eu. Why, mutter
some southern Europeans, provoke Russia
with illjudged measures, be they for NATO
or the EU?

One plausible answer is that Russia,
™

least for the time being an incapacitat
country, no longer needs to be handled
with kid gloves. Indeed, cynics say that all
Russia really wants from America is large
amounts of money with no strings at-
tached.

That may be true, but America’s agenda
with a Russia that has nuclear arms and un-
stable borders can hardly be dismissed so
lightly. The original agreement after the col-
lapse of the Soviet Union was that all its nu-
clear warheads should be repatriated t
Russia. So far Kazakhstan has obliged, a j r
has Ukraine. By contrast, Belarus has not
and its present political unrest could end

a - tragedy unless ° Russm used it'asa”
precedent for recovering Ukraine, a coun-
try which if threatened should definitely re-
ceive America’s support.

Mr Clinton’s real priority in Russian
policy, fortified by last year's extension of
the Nuclear Non-Proliferation Treaty and
the near-global agreement this year on the
Comprehensive Test-Ban Treaty, is to push
on with arms control.

The American-funded programme for
the dismantling and safe storage of Russia’s
nuclear weapons needs to be accelerated—
possibly by a president-to-president prod.
So, too, the effort to eliminate Russia’s
chemical warfare stocks and its(illegal) bio-
logical weapons programme. To show
good faith, however, America’s Senate had
first better approve the Chemical Weapons
Convention. Meanwhile, to encourage the
Russian Duma finally to ratify the sTART 11
agreement on reducing strategic weapons,
perhaps America might dangle the carrot of
a START 111—one in which the Americans
humour the Russians by scrapping good
weapons while the Russians junk bad ones.

Towards engagement

Assume all of the above happens, from
Latin America to the Far East; assume, too,
an American-inspired breakthrough in the
Middle East; imagine, improbably, that
America will allow its trade rows to be
solved through the World Trade Organisa-
tion rather than by threats of unilateral re-
taliation. That will still, for some critics, not
add up to a consistent and comprehensive
foreign policy.
Perhaps they are right. But they should
remember that America’s foreign-affairs
| terms since 1984,
and is unlikely to increase wi e pgnny-
Ng and jingoisuc Mr Helms back in
hlS place ashead of the Senate Foreign Rela-
tions Committee. Maybe that is why some
Clintonites like to stress “transnational” is-
sues, where America has a role because no
other country will take the lead: not just
arms control but also the environment; or
terrorism; or international crime, from
drugs to computer-fraud.

Indeed, the mgst_imponant guality

Am-hﬂ_mthﬁfm_ld.m is its
capacity to ings done. Ameri-
cans MIEK oﬁen wish to be respected for
moral fervour in foreign policy; but recent
history has shown that, as in Somalia,
moral impulses are dangerous if not ac-
companied by a sense of pragmatic self-in-
terest. Besides, a capacity to make things
happen—to bang heads together, convene
summits, apply pressure, provide a forum
for enemies to shake hands—should not be
underestimated. If America only engages,
theseis-nalimit to what it mighg get done.
Rngagement is all.
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statisticians are still trying to mea-
sure the output of the 19th century
rather than the wizardry of the 21st.
Three powerful forces pose special
challenges to traditional statistics:

portion of trade and investment re-
flects internal decisions made by
multinational corporations. This
makes it harder to define national
economic performance. Is Germa-
ny’s economy measured best by in-
cluding Volkswagen’s production
abroad, but excluding Ford’s out-
putin Germany? Some economists
would argue that it is. But this
would change the economic pic-
ture dramatically—and would in-
stantly give America a trade sur-
plus instead of a chronic deficit.

» Invisibility. Conventional statis-
tics were originally devised for

The unmeasurable lightness
of being

Economic statistics can cause governments to lose elections or wipe billions
off share prices. Unfortunately, many of the numbers are wrong.

CCTHERE are three kinds of econo- while real wages could be rising at a re-
mists: those who can count and spectable pace (see chart on next page).

those who can’t” That old joke gets a The question of the reliability of official
laugh at economics conferences, yet it cu tistics will get a public airing in America
dangerously close to the bone. Economists *Searly next rponth, wh ission
spend much time churning statistics h i i nomi

through computer models or using themto  jssues a report to the Senate Finance Com-

Justify policy, but few worry about the reli- ittee on the consumer-price index (Cp1). It
ability of those numbers. They ought to: tra-  is, @ [ conguge _ihzt the CP1_has
ditional measures of economic perfor-  overstated annual inflation in recent years
mance are becoming increasingly dodgy. -2 percenta ints. 101 im-

Number-crunching is not just an aca- i at real gro in GDop and pro-
demic issue. Important questions, such as  ductivity understated, since a
why all the billions of dollars invested in  variant of the CpI is used to create inflation-
computers have failed to boost productiv-  adjusted figures. This is no small matter: if
ity growth, rest upon the accuracy of official  the cp1overstates inflation, the budget defi-
statistics. Faulty figures distort people’s vi-  cit swells because of the over-indexation of
sion. America’s economic debate, forexam-  welfare benefits, government pensions and
ple, has been shaped partly by official num-  income-tax brackets. If America’s inflation
bers showing that productivity growth has  rate is overstated by just one percentage
slowed—from an annual rate of 2.6% in  pointa year, then after ten years this would
1960-73 to 0.9% in 1980-95—and that real add an estimated $140 billion to its federal
wages have stagnated. Calculate those fig-  budget deficit.
ures correctly, however, and America’s true In recent years, governments have
rate of productivity growth in the 1990s made big efforts to improve the accuracy,
could be almost as high as in the 1960s, timeliness and integrity of the statistics
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tracking the production of physical

goods. But a_growing slice of output con-
sists not of material things, but the produc-
tion and manipulation of ideas. Output
has become less visible, and hence less
measurable. The number-crunchers have
failed to keep pace. They still churn out
masses of figures on the lamb population,
steel output or sales of “rubber and miscel-
laneous plastic products™. Yet fast-growing
telecommunica-

sectarssuch as software, telecommyn

ti i health care and fi-
nanci. i n helds
such as education and finance, govern-

ment statistics often assume that output
simply rises in line with the number of
hours worked. Thus, by definition, pro-
ductivity never rises. !

« Technology. New shorter product
cycles and rapid ents
it er to measure changes in out-

pmrmmgﬁ great that-

Ty tumes

Not from a statistician’s point of view: if

measured by occupancy of hospital beds,

output would show a decline. A road-haul-

age firm might improve its service by using

computer navigation to run its lorries more

efficiently. But productivity as measured by

tonne-miles would drop if lorries reach
their destinations more directly.

The problem here is insoluble. To mea-
sure the increase in real output over time, it
isn i ion.
This is easy for basic goods, such as tonnes
of steel, but for a growing slice of the econ-
omy the concept of a unit of output is be-

95

they collect. But are the numbers =~
they collect relevant? Far toomany ~*

« Globalisation. A growing pro- -

m operations °
mean patients spend less time in hospital?:
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PUBLIC SCHOOLS NEED
A LITTLE PEER PRESSURE

L\
&

COMPETE:
Vouchers
would force
public schools
to improve—or
risk losing
students to
private schools

Gary S. Becker, the 1992 Nobel
laureate, teaches at the University
of Chicago and is a Fellow of the
Hoover Institution

uring the just-concluded Presidential

campaign, Bill Clinton and Bob Dole

agreed that the public school system
is failing to meet the education needs of poor-
er and middle-class children. But while the
former senator believes the solution lies in
vouchers or scholarships for students to at-
tend private schools, President Clinton ac-
cepts the claim made by opponents of vouch-
ers that greater competition to public schools
would greatly weaken public education.

I believe that competition from private
schools will make most public schools better,
not worse. Opponents argue that vouchers
and scholarships will enable private schools to
get the “cream of the crop,” that the better
and more ambitious students would leave
public schools to attend private schools. As a
result, public education would be stuck main-
ly with students who are unruly, uninterested
in lea.nung, or mentally handicapped How-

il not_improve when faced
with competiti
ENCOURAGEMENT. So far, private schools have
competed with one hand tied behind their |
back because of the subsidy from taxpayers to
public schools. A voucher system would ex-
pand private schools, increase the competi-
tive pressure on the public school system,
and thus promote change.

The root cause of poor performance of pub-
lic schools is not insufficient funding, since
real expenditures per public-school student
have more than doubled during the past 30
years. Nationally, expenditures per student
come to $5,000 and in many cities, it is $9,

.hdum_wﬁtl'mneam%e private-educaion
sector would attract students by offering a

program, lncludlnummmm%d
_parental involvement, that is more ap '3

4o studenfs and Their Tamilies than what has
dbeen-auvailahle to them

Since the vast majority of public school
teachers and administrators are dedicated to
teaching, they will try to reform the public
school system if there is clear evidence that
competing private schools are attracting the
better students with vouchers. Moreover, pub-
lic schools that are slow to change and con-

tinue to lose students will be under growing

political pressure to respond to the competi-
tion. School boards and voters will cut bud-
gets and remove principals and school ad-
ministrators unless they compete for students.
RESPONSIVE. Federal Express and United
Parcel Service greatly improved postal-system
delivery of letters and packages by introduc-
ing speedy and reliable service. Although the
U. S. Post Office lost out in the competition to
deliver most packages because private com-
panies are so much better at that, it greatly
nproved its delivery of Pnon
gponse TO Pressure Irom pri £
Economist Caroline Bhnber I-onby of Hs
vard University finds that competition from
Catholic private schools and even other pub-
lic schools in nearby school districts improves
public school academic performance. Students
from all backgrounds do better, and she does
not find any evidence of cream-skimming by
private schools.

Many foreign students travel long distances
to attend American colleges and universities
because they make up the best system of
hlgher educauon. 'I‘he compeuuon AMON,

The first G. 1. Bill offered scholarships to
World War II veterans, giving many of them
an opportunity to attend colleges they other-
wise would not have been able to attend.
MWW Aerican hicd : .

ly in-

:Leducation by sharply
%E' g competition for students. Veterans
could use their mIEE'ps to pay tuition at
any college, private as well as public, that
accepted them. The funds provided by the
bill offset state subsidies to public institu-
tions and forced these schools to improve in
order to compete for students against pri-
vate colleges on a more level playing field.

Vouchers and scholarships directed toward
inner-city and other children from poorer fam-
ilies would help them the way the G.I. Bill
helped military veterans. They would then
have greater choice and would no longer have
to accept a mediocre education offered by an
uncompetitive public system.

Even with school vouchers many students,
including good ones, would remain in the pub-
lic system if these schools got better. And
they will become better when faced with
stiffer competition for students from the pri-
vate sector.
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LOW YEN,
HIGH ANXIETY

Japan’s rivals fear an unfair edge

t wasn't too long ago that global econ-
omy watchers were mesmerized by
the unstoppable Japanese yen, which
moved ever higher even as Japan's nom-
inal trade surplus seemed to defy eco-
nomic reality by continuing to grow.

Now it's the yen's relentless slide in the
wake of a falling surplus that is at-
mmwmmnnﬁndﬂmgm_mrwty

Not only is the yen down some 11%

against the dollar since the start of the
year but it recently touched a 42-month
low that brought it 30% below its peak

value last -April (chart). The blg fear in
many natmns is that the yen’s dramatic

turnaro utting Ja

nies in a mtlon to win back share in

made m cuttmE Japans huge Lra
balance down to size.

Economist Joseph P. Quinlan of Dean
Witter Reynolds Inec. points out that
Japanese companies have restructured
their operations to be profitable at an
exchange rate of 95 to 100 yen to the
dollar. With the yen currently trading
about 14% below that range, “they have
tremendous flexibility to employ ag-
gressive pricing tacties in both the U.S.
and Asia,” he warns.

the potential casualties are
U.S. aﬁ?o makers, which have be
sounding oIf to government (ﬁ'ﬂ?:%g
about the apparent efforts by Japanese
authorities to weaken the yen (BW-Nov.
11). Aided by price cuts, imports of mo-
tor vehicles from Japan have been pick-

ing up steam, while exports of U.S-
ade

Jnade cars to Japan have stalled after
isi idly i and 1995. Also at
risi_are U. S. computer companies, which
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are facing a wave of cut-rate new mod-
els and products from Japan this year.

rters of electronic goods, computers,
t ‘'steel, and other products. In past years,
the strong yen gave a big leg up to such
producers by undercutting Japanese
competitiveness. But now that advan-
tage is fast evaporating. “Developing
Asia’s sharp slowdown in export growth
this year is due in large part to a weak-
er yen,” says Quinlan.
h p

The yen’s decline may have already
W a heavy penalty on Asian ex-

been a key mgredlent in the economic
emergence of developing Asia over the
past decade.

“If that were to happen and Japan’s
trade surplus took off again,” warns
Quinlan, “we would be back to square
one—bitter wrangling with the Japanese
over trade policy and threats of retalia-
tion, not only by the U.S. but by
Japan's other trading partners.”

At least one economist, Robert J.
Barbera of Hoenig & Co., thinks such
risks are exaggerated because “curren-
cy-market vigilantes would quickly push
the yen higher if Japan's trade surplus
began to grow again.” He may well be
right. But until the yen stabilizes and
regains some ground, a lot of Japan’s
competitors and trading partners will
be suffering some sleepless nights.

A BOOZE BLAST
AT ANY COST

College demand defies price hikes

conomists have long found that de-

mand for alcohol among both youths
and adults is relatively price-elastic—
that is, a rise in the price of booze will
cause close to an equivalent decline in
consumption. College students are ap-
parently a glaring exception to this rule,
though, reports the current issue of
Contemporary Economic Policy.

In a study based on a 1993 survey of
students at 140 U.S. colleges, Frank J.
Chaloupka of the University of Illinois
and Henry Wechsler of Harvard Uni-
versity found that prices had no signifi-
cant effect on male students’ consump-
tion. And while prices did have a
statistically significant effect on women’s

drinking, it was relatively small.

AR A N,

The researchers estimate, for exam-
ple, that doubling of the price of booze
would cut alcohol intake among co-eds
by just 3%, to 17%. And it would reduce
episodes of binge drinking—downing at
least four drinks at a time—by only
22% to 25%.

Social pressures may explain college
students’ insensitivity to price—and the
fact that they are significantly more
likely to engage in excessive drinking
than their noncollege peers. One notable
finding of the study was that living on-
campus and/or participating in a frater-
nity or sorority were positively corre-
lated with alcohol abuse.

CHILE BOOSTS
SOCIAL OUTLAYS

It’s investing in human capital

arket-oriented macroeconomic poli-
cies and structural reforms may
have produced Chile’s economic “mira-
cle,” but that doesn’t mean the nation
has stinted on social spending. As a re-
cent International Monetary Fund re-
port notes, “a commitment to amelio-
rate social conditions has complemented
broad-based economic progress.”
According to the IMF, social spend-
ing increased from 55% of public ex-
penditures in 1990 to 61% in 1995, even
as overall public spending was cut from
23.3% of gross domestic product to
20.9%. While much of the higher social

outlays went for he ucation, and
h th 'f also mcreased

OUSIN e governmen
ers e poor U ily al-
owances and minimum pensions.

e upshot 18 e poverty rate

; years

(chart). Illiteracy
as

han 5%,

and primary edu-

cation has become

key role of human
capital in achiev-
ing its economic
and social goals,
Chile’s latest gam-
bit is sweeping ed-
‘ ucational reform.
Recently passed
legislation calls for
a rise in school
ours, curriculum updating, increased
training, higher pay for teachers, and a

lieve overcrowding and double shifts.
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hunger. The summit was enjoyed by the
hundreds of burly, machine-gun-toting se-
curity men hired to guard them. It was en-
joyed by the thousands of delegates, each of
whom was given a natty conference satchel.
But will it make fewer people hungry?
Unlikely. Hunger is largely the result of
poverty, which is in turn mostly the result
of bad policies (see box). And these policies
are difficult to change. Not all is lost, how-
ever: there is mounting evidence that some
of the worst effects of malnutrition can be
cured with a few cheap technological fixes.
Over the past decade scientists have be-
come increasingly aware of the importance
of micronutrients such as vitamin A, iron
and iodine. These are components of food
which, unlike the protein, carbohydrate, fat
and fibre that compose most of it, the hu-
man body needs in minute quantities—
and which it cannot manufacture for itself.
Vitamin A, for example, is vital both for
healthy eyesight and for the operation of
the body’s immune system. It is found in
fruit and vegetables, and also in liver. Yet
millions throughout Asia and sub-Saharan
Africa do not get enough of it. Lack of iron
leads to anaemia, an illness that affects al-
most 2 billion people. In poor countries
mothers and young children are particu-
larly likely to die as a result. And lack of io-

ETTER use of modern farming tech-

nologies, such as fertilisers and ge-
netically-engineered crops, would go
some way to reducing hunger. But it is the
misappliance of a science (the dismal one
of economics), rather than a lack of tech-
nology, that has done most to victimise
the world’s 80om hungry people.

A growing body of evidence suggests
that governments in many developing
countries, often egged on by “experts”
from the rich world, have discriminated
against their farmers, with disastrous re-
sults. A five-volume World Bank study* of
18 developing countries during 1960-85,
for example, found that farmers had been
penalised in a host of ways.

Their ability to trade had been
harmed by overvalued exchange rates
and export quotas. They had been forced
to sell produce to state-run food monopo-
lies at artificially low prices. Protection of
domestic manufacturers, meanwhile,
forced up the price paid by farmers for
various necessities and reduced their pur-
chasing power as consumers. The net ef-
fect of such policies was a huge transfer of
income out of agriculture—equivalent to
46% of the countries’ agricultural Gpp

- dUIENGE AND TECHNOLOGY
XA ponderous speeches about the horrors of

The missing ingredient

seafood—can cause the brain-damage and
other abnormalities known collectively as
cretinism.

According to a recent World Bank esti-
mate, for every 5om people in South Asia,
micronutrient deficiencies cause 20,000
deaths a year. They result in 11,000 children
being born as cretins or going blind at an
early age. And the loss of labour due to se-
vere disability or lethargy is equivalent
(says the Bank) to 1.3m people failing to
turn up to work each year.

Yet the solutions are both simple and
cheap. Doses of vitamin A and iron can eas-
ilybe given incapsules. (Studies of vitamin-

pines sho

50 cents paperson per year.) And a whole
range of) foods—mcludmg .salt, bread,
sugar, water and rice—can be fortified with
micronutrients before they are distributed.
Nor is it always necessary to add the micro-
nutrients directly to people’s food. In parts
of Mali, for example, iodine deficiency has
been reduced by lacing the local wells with
cylinders which release the element.

None of this is particularly surprising. .

The fortification of foods in rich countries
helped wipe out a host of diseases long ago.
Early this century, for example, margarine
enriched with vitamin D eliminated rickets
from much of Europe. In America, flour
with added iron' led to steep falls in
anaemia.

The World Bank reckons that poor
countries today could wipe out micronu-
trient deficiencies at a cost of 0.3% of their

GoP. It would be a good bargain—the cost .

of illnesses caused by these deficiencies is
estimated at 5% of GDP. The trouble is that
governments in many countries are still
not fully aware of the importance of micro-
nutrients. And others, who are aware, pre-
fer to spend their money on things like
food subsidies, which benefit wealthy peo-
ple as well as the hungry. Even the cheapest
technological fixes will fix nothing without
a bit of political will.

dine—a substance found particuarly in Afrogrammesinlndonesiaand the Philip-

Small farms, big portions

each year, according to the study.

These policies seemed sensible at the
time. Often encouraged by western and
Soviet experts in the 1950s and 1960s, gov-
ernments in developing countries at-
tempted to force the pace of industrialisa-
tion by taxing agriculture—which was
thought to be unresponsive to price
changes—and using the proceeds to subsi-
dise manufacturing. The idea was that the
rural poor would migrate to the cities,
providing cheap labour for industry,
while a small number of large, mecha-
nised farms would grow the food. This
notion was politically convenient. Urban
elites were happy that food prices were ar-
tificially low. And rich, influential farm-
ers benefited most from the subsidies that
were paid for new-fangled farming tech-
nologies, such as irrigation and fertilisers.

But economically, such policies were
flawed. Farmers, it turns out, are very re-
sponsive to price changes. Large, mecha-
nised farms are not necessarily more effi-
cient. Given the right incentives, small
farms using family labour can be as pro-

* “The Political Economy of Agricultural Pricing Policy™.
Johns Hopkins University Press. 1992.

ductive as large ones. In China, whose
farm sector has grown by 6% each year for
over a decade, the average farm is a mere
half a hectare in size. The World Bank
study found that the less countries dis-
criminated against agriculture, the higher
their rates of growth, both in agriculture
and across the economy as a whole.
Some aid experts today would accept
that conclusion, but still argue that some-
thing special needs to be done for the
8oom poorest. The reason, they claim, is
that pro-growth policies encourage only
cash-based market systems to develop
and hence leave behind subsistence peas-
ants who are outside the cash economy.
But if the World Bank is right, reduc-
ing the bias against agriculture is also the
best way to attack the problems of the
hungry poor. Higher returns on agricul-
ture should lead to more rural jobs, which
puts money in the pockets of the hungry.
Moreover, farmers often invest their agri-
cultural surplus in craft industries in the
countryside, providing jobs for the land-
less. It is no coincidence that the number
of undernourished people has fallen fast-
est over the past 20 years in East Asia, the
part of the world that has most consis-
tently pursued such pro-growth policies.
If only the “experts” had known then

ve ed thata supply of capsules cost

what they know now.
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ANTIAGO, the capital of Chile, may

seem an unlikely place of pilgrimage,
but for economists it has become some-
thing of a Mecca. Fifteen years ago, Chile
privatised its pension system. Many ar-
gue that this pioneering reform under-
pinned the country’s subsequent eco-

nomic success, especially the s cular
risein i ti ' vings rat gm B2%
of GDPin 1981 to 121.63 10.1995.

mall wonder, then, that other Latin
American countries, including Argen-
tina, Colombia and Peru, have already
adopted watered-down versions of the

Chilean reform. Several Eastern Euro-
pean countries are considering similar

pensions will lead to higher savings
which will, in turn, boost investment and
lead to faster growth. But is that really the
lesson of Chile?

The purpose ofchlles reform was to
replace a near-bankrupt public pensi
em with one on al re-

tirement accounts. WOI'kCI'S WEre re-

er's pension will depend on how much he
pays into his fund and the returns the
fund earns—not on what the government
promises. This makes it a “defined con-
tribution” system. Most public pension
schemes, in contrast, are “defined bene-
fit” systems, in which the state guarantees
a particular pension regardless of how
much a worker has paid in. In Chile the

wwnlya minimum benefit
as a safety-ne

n theory, the shift to a fully funded,
private pension system yields several
benefits(quite apart from preventing gov-
ernments penalising future generations
through their generosity to current ones).
The first is that savings rates may rise if,
for instance, the minimum contributio
ammjd
i$ Thore AT NE Would voluntarily sav
of T WTETeF TERarns-€ammed by these
funds prompt him to save more. Second,
thefinancial sector mav benefit as com-
petition between pension funds creates
efficient capital ma third,

labour-market distortions may also be re-

duced: whereas a pay-as-you-go system
Wﬁmr
or unregistered workers to avoid paying
mﬁW‘y Jivate system gives

Retirement revolution

systems. Their hope is that privatising -

w

1o &

Many countries are banking on private pension plans to raise savings rates
and spur economic growth. Does Chile’s reform show the way?

ECONOMICS FOCUS

workers an incentive to wark gn the
bogksso they cap contribute to their own
retirement accounts.

Each of these effects seems to be occur-
ring in Chile. The national savings rate
has almost quadrupled and is now easily
the highest in Latin America. -Iaday‘sf

6. Chile is the
only country in the region with an active
long-term corporate-bond market. Em-
ployment in legally registered jobs has in-

creased sharply.

But correlation does not prove causa-
tion. Many other reforms, such as trade
liberalisation and privatisation, were
also taking place in Chile. So how much
was pension reform responsible for the
transformation?

Right means, wrong reasons
The answer, suggests Robert Holzmann,
an economist at the University of the
Saarland, in Germany, is that the pension
reform deserves only part of the credit. In
a recent paper*, he notes that private pen-
sions have been good for Chile—but not
for the reasons many of their more avid
enthusiasts claim.
The growth of pension funds has been
raordinarily positive for Chile’s finan-
ial markets. The stockmarket index, for
instance, began a sharp rise in 1985, the
first year that pension funds were al-
owed to invest in equities. Trading in
stocks and bonds has grown in line with
pension-fund assets, suggesting that the
funds are a big source of market liquidity,

* “Pension Reform, Financial Market Development,
and Economic Growth: Preliminary Evidence from
Chile” IMF Working Paper WP/96/94. August 1996
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even if they account for only a small pro-
portion of total shareholdings.

The reform’s impact on savings, how-
ever, has been mixed. Mr Holzmann cal-
culated how much private saving the new
funds directly generated by adding up the
flow of money into pension funds and
the returns they reaped. Then he sub-
tracted the direct loss of savings due to re-
form. This includes the public spending
involved in providing pensions to people
who retired under the old system, as the
government no longer receives new con-
tributions from current workers to pay
pensioners. It also includes the cost of
compensating workers who switched to
private funds for the payments they had
previously made into the old system. Sub-
tract these lost savings from the new sav-
ings directly generated by the pension
funds, and the overall direct impact of
pension funds on saving was actually
negative between 1981 and 1988 (see
chart). Surprisingly, Chile’s national sav-
ings rate rose in that time despite, rather
than because of, the new pension scheme.
Only after pension reform had been in ef-
fect for eight years did it cause the savings
rate to rise.

But looking at the direct effect alone is
misleading, Mr Holzmann says. The re-
form had two big indirect—and posi-
tive—effects on saving. The first was
through fiscal policy. Chilg financed most

of the trnnsmon costs to a new retirement

The other indirect link was via the

boost private ions gave to financial
m%uawm

capital marke

1980s, just as its growth rate took off.

So, three cheers for pension reform?
Wait, Mr Holzmann says. While it was
straightening out Chile’s pension mess,
the government was also busy tightening

its budget belt. This increase in govern- :

ment saving, Mr Holzmann argues, un-
derlies much of Chile’s economic ad-
vance. That is important for countries
seeking to replicate Chile’s success. Chil-
ean-style pension reform is an excellent
idea, but the switch to private pension
funds alone will not boost savings
quickly. That requires sound fiscal policy.

I instance, almost cer-
tainly helped boost Chile’s growth by in-
creasing the efficiency with which savings -
were used. And higher growth, in turn, <
can itself lead to higher savings. Chile’s
savings rate started to rise in the mid- -
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Citizen Gates
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Microsoft has made a fortune from software. Why is it so keen to risk much of

itin the media business?

EVERY few years, the titans of technology
seem to fall under a strange spell. No
matter how successful their own businesses
may be, they begin to lust after the media
market, driven by the vague notion that
“content is king”. In the late 1980s the spell
lured Japanese consumer-electronics firms
to Hollywood. In the mid 1990s America’s
telephone firms were bewitched into in-
vesting in television. All emerged poorer
and wiser. Now it is the turn of Microsoft,
the giant of the software industry.

This year Microsoft will spend some
$400m on media projects, ranging from
Web sites on the Internet to a cable-televi-
sion news channel and a film studio. Its
founder and boss, Bill Gates, has said he is
prepared to lose $1 billion on such invest-
ments in the next few years. Microsoft will
remain a software firm but with a big me-
dia sideline. As he often remarks, media
firms, such as Disney, have built themselves
into some of the greatest brands in modern
history.

On the face of it, this ambition seems
strange. Last year Microsoft made profits of
$2.2 billion on revenues of $8.6 billion.
That dwarfs the profits of even the best me-
dia companies. The biggest of them, the
Disney empire, earned $1.4 billion last
year, while Rupert Murdoch’s fearsome
News Corp made just under $1 billion.
Even the richest newpaper
empires make less than half
that. At best, media firms
achieve margins of less than
12% and enjoy 15% annual
growth; most live with single
digits for both. By compari-
son, Microsoft has been grow-
ing by over 30% a year, and
consistently enjoys net mar-
gins of over 25%.

So why would Microsoft
taint its balance sheet with
something as sluggish as me-
dia? The simplest answer: be-
cause it can. Microsoft has an
astounding $7 billion in cash
looking for a home. Rather
than return the money to its

THE ECONOMIST NOVEMBER 23RD 1996

shareholders, the company is entrusting it
to the vision of Mr Gates. He reckons that
one way or another software and content
will merge: Microsoft’s best bet is to hurry it
along.

Anyway, he argues, the sort of media
Microsoft is investing in are, for the most
part, not the stodgy stuff of paper and film.
Mr Gates is investing in “interactive con-
tent™: as he puts it, CD-ROMs, Web sites, In-
ternet services and the like. Such things are
booming, at least in terms of the number of
on-line readers and offerings, both of
which are doubling each year (though no
big Web publishing venture is making
money yet and even Wired, the cybernaut’s
bible, is losing a fortune). Moreover,
Microsoft knows a bit about this market,
having executed a remarkable turnaround
in the past year to become one of the lead-
ers in Internet software.
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N

e LT T
s

THE PRESIDENT HAS SZEN * <18

&-.

. grow twice as fast.
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Mr Gates reckons that there are i‘%ore
similarities than differences between'the
software business his firm is good at and
the new media it is developing. Both ‘are
driven by technology in which Microsoft
excels. Both are brand-name businesses,
And both share the economies of scale'of
digital reproduction and distribution. All
sound familiar? Exactly: Japanese electron:
ics firms said much the same things when®
they were throwing money around Holly-
wood.

Subscriptions, not synergies

In fact, Microsoft’s real financial justifica-
tion for diving into media is not to search
for.synergies. Instead, it wants to take ad-
vantage of the new commercial opportuni-
ties the Internet opens up. And there it sees
achance to gain the main economic advan-
tage that the media business has over soft-
ware: subscriptions. Microsoft makes its
money when consumers buy a new pC
(which comes with a Microsoft operating
system already installed); when they buy a
box containing Microsoft programs (be it a
word processor or an educational cp-
ROM); or when they upgrade a program
with a newer version.

This limits Microsoft in two ways. First,
it is hard—and getting harder—to win re-
peat sales. Computer programs are like
tools: bought once and used many times.
Microsoft has to persuade customers to
keep throwing old tools away. But custom-
ers are becoming fed up with what they call
“bloatware”—unnecessary features added
to encourage them to upgrade. Increas-
ingly, they are sticking with the tools they
already have.

Second, traditional software ties
Microsoft’s growth to the fortunes of the pC
industry. Since the company already domi-
nates most of the biggest software markets,
growth will tend to come not from new
markets but new pC owners. Their numbers
will rise by only 16% or so this year. To keep
its shareholders happy, Microsoft needs to

Subscriptions—or “recurring
revenues™are one way to do
that, by continuously milking ex-
isting pC users for more money,
rather than simply waiting for
new customers to come along.
Microsoft is already selling some
of its office software on subscrip-
tion, with an annual fee guaran-
teeing support and upgrades.
It offers subscriptions to some
of its CD-ROM titles. But most
\c . software buyers, who are not

7




Seen as a loss-leader; néwm

business in its own right,it is far.risk-
ier. Like most other new-media pio-
neers, Microsoft has no idea where,
or when, it might make money from
its on-line ventures. Take MSNBC: its
cable-Tv part works just like'a nor-

mal cable-Tv station, taking sub-

scriptions and advertising. Its Web
site, however, has a harder task: view-
ers on-line are reluctant to pay for
subscriptions when so many other
sites are free, and paying advertisers
are still sceptical about the Web.

At least MSNBC can tap into tra-

used to working this way, have been
unimpressed.

So Microsoft is looking for more sub-
scription businesses, and the natural
choice is media. News changes constantly,
and entertainment usually has a shelf life
of days. This sort of business can generate a
steady flow of cash. Microsoft is prepared
to blanket the market with offerings in its
search forgold. .

Its efforts range from Slate, a political
magazine available in both on-line and pa-
per versions, to UnderWire, a Web site
aimed at women. With NBC, an American
television network, it runs MSNBC, a 24-
hour news service, available both as a cable
TV station and as a Web site (see table). The
Web sites and on-line services are aimed at
Microsoft’s existing market of pC owners.
But the hope is that MsNBC and Microsoft's
investment in DreamWorks SKG, a new
film studio, will reach a new—and poten-
tially bigger—audience. And Microsoft
reckons that the more compelling the me-
dia products it can put on the Web, the

ditional media markets. Slate has a
harder task. It too has many rivals on the
Web, most of which are free. For Slate to
earn enough advertising revenue to pay its
way, Microsoft insiders reckon that the ce-
rebral weekly will need a regular reader-
ship of 400,000. That is about ten times as
many as the Wall Street Journal has man-
aged to draw with its massive daily on-line
offerings. And charging for Slate (which
Microsoft intends to do next February) s li-
able to chase away most of its readers. That,
at any rate, has been the the experience of
other Web magazines.

But, unlike its rivals, Microsoft has two
big advantages in this new market. The first
is its $7-billion war chest—and the fact that
its boss is prepared to put a great deal of
thison the line. Slate, MsNBC and their sib-
lings can afford to lose money for years. No
rival can claim as much.

The second is that Microsoft can market
its services through its ubiquitous Win-
dows operating system. An icon on new
computer screens already puts most users a
single click away from msN. In its next ver-

into the pc “desktop”. Already it has di-
vided MsN into “channels” along such
themes as entertainment, cars and travel.
Ultimately, it hopes to take the broadcast
analogy further, delivering a television-like
stream of Microsoft content to pC screens.

Plenty of other firms aim to dazzle con-
sumers the same way, although they may
not have the same technological edge.
Firms such as Pointcast created a market for
such Internet “broadcasting” and are sure
to adopt Microsoft's new technologies
nearly as fast as it does. Others, such as
c/NET and HotWired, are creating chan-
nels of their own, and even sometimes pro-
ducing cable-television programmes to
show on them. Microsoft is launching Web
sites for local information (starting with
listings of entertainment)—but so are two
competitors called CitySearch and Yahoo,
while local newspapers are moving in too.

Ultimately, the new media market will
not be won by technology. Just as maga-
zines distinguish themselves by the quality
of writing rather than the speed of their
printing presses, so the media victors will
be those with the most creativity and talent.
If these are qualities that can be bought,
then Microsoft’s greatest advantage will be
its bank account. If not, Mr Gates’s media
ambitions may eventually join yesterday’s
newspapers in the bin.

HE media business is full of glamor-

ous companies, but there is only one
real star: Walt Disney. Last year, Disney
made a profit of $1.4 billion on revenues
of $12 billion, far outshining other enter-
tainment firms. One of its biggest fans is
none other than Bill Gates, the boss of
Microsoft, the world’s biggest indepen-
dent computer-software firm.

Soit is ironic that Microsoft may soon
come head-to-head with Disney on what
Microsoft might consider its own turf:
cyberspace. On November 19th Disney
launched a Web-based shop selling hun-
dreds of bits of Disney paraphernalia
from Winnie-the-Pooh pyjamas to 101-
Dalmatians watches.

The shop is not Disney’s first foray on

No Mickey Mouse business

to the World Wide Web: the company has
launched several Web sites tacked on to
its various businesses, such as one for
“Toy Story”, an animated film, and an-
other for Disneyland, an amusement
park. Last autumn, it set up a new divi-
sion to develop products for the Internet.
And in two weeks' time, it launches
family.com, an advertiser-supported Web
site aimed at families.

But the biggest clash may be yet to
come. According to C/NET, a trade maga-
zine, Disney will launch its own on-line
service early next year, to offer access to
the Internet as well as to feature its own
content and characters.

That should frighten America Online,
CompuServe and MsN, Microsoft’s newly

produced by Disney, according to pC

relaunched network. These online ser-
vices make much of their suitability for
children (MsN even has an area dedicated
to the youngest surfers). Disney, with its
strength in home entertainment and
warm, furry family values, looks an ideal
partner to help children (and their par-
ents) through the hazards of the Internet.
Many of Disney’s other electronic ven-
tures have succeeded. A couple of years
ago it started selling educational soft-
ware. In the first half of this year, four of
the top six pc educational programs were

Data, a research firm in Virginia. Disney
now holds more than 10% of a frag-
mented market. If Disney can do as well
on-line (and it probably will), Mr Gates
may wish that Donald, Mickey and their
friends were not quite the impressive
characters he so admires.

sion of Windows,/Microsoft plans tl:i';n'al@a'i
the link even tighter, weaving Web con- -
‘w'media “‘tent—anything from news to advertising—
may look a reasonable bef. But,as.a“ -
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A foreign poli icy for America

NCE upon a time, the world viewed
from Washington seemed a simple
place: there were good guys, and bad guys,
and the rest. The good guys were America’s
friends, the bad guys were communists, and
the rest were unimportant. Then, after the
Berlin Wall came down, the world looked
even simpler. Suddenly, there was only one
superpower, which, freed of all constraints,
was now able to set about creating a “new
world order”, swatting flies like Iraq as it did
so. The illusion lasted only a moment, but it
was replaced neither by a new, more complex
view of the world nor by any sense of urgency
about the need to find one. For the past four
years, America has juggled a variety of different (and some-
times inconsistent) foreign policies, each reflecting a different
(and sometimes inconsistent) view of the world. Fortunately,
the price paid has not been great. But in his second term, Bill
Clinton may not be so lucky.

Fortune has smiled on Mr Clinton partly because the
world remains relatively quiet. The American troops now
preparing for a stint in Bosnia or central Africa may question
that. Yet relatively quiet it is, despite the ethnic squabbles that
afflict the Balkans and many parts of Africa besides Rwanda,
Burundi and Zaire. Some of these disputes, and others from
Chechnya to Sri Lanka, are a consequence of the triumph of
democracy. Where communists once sat on national aspira-
tions, people now feel free to burst forth. Where tribes and
nations long resented colonial borders or dominance by
other groups, they can now assert their independence, invok-
ing as they do so the tenets of self-determination.

Attend and co-operate
i ed to be
naged, and managed better than Yugoslavia was during
Mr Clinton’s first 1,000 days. But the record of the past year in

Bosnia shows that, mmudmmmwm&gt'

tention toa forei i i allies,
m, it can produce results.

That has been apparent from the outset with the most im-
mediate set of issues arising out of communism’s collapse:
how to ease the transition to democracy and market econom-
icsin Eastern Europe and, most importantly, in Russia. Here

een coherent: offer conditional inancial help

tqgmmmgmm s to reform their economies, and secu-
WMNMMWL&F%%M
those who fear their neighbours; meanwhile, cajole and sub-
sigdise to control arms, especially nuclear arms. The adminis-
tration has done this well. But note that luck, too, has played a
part: Russia today might well look frightening had Boris Yelt-
sin not managed, against most expectations six months ear-

THE ECONOMIST NOVEMBER 21RD 1996

A ——— -~ A
"’i:i

Spre &
8

lier, to win re-election last July.
America’s policy towards Asia has show
less coherence: the administration sees the
gion variously as trading opportunity, t
_ ing threat, security worry and human—nghts
abuser. At the Asia-Pacific Economic Co-oper-
ation forum in the Philippines next week, Mr;
Clinton will, if he is wise, be publicly talklng
trade and privately reassuring nervous.
Asians that America will stay around in their
region—so long as they are welcoming. Mean-
while, in Beijing this week, his outgoing secre-
tary of state, Warren Christopher, has been
trying to tell China that America wishes to en-
gage it economically, without uncritically
backing its bid to join the World Trade Organisation. The
Chinese, however, well know that at the start of his term Mr
Clinton wanted to link China’s most-favoured-nation trade
status to human rights. Though the link was eventually aban-
doned, they remain mistrustful, all the more so in the light of
America’s subsequent friendliness towards Taiwan: first the
granting of a visa to its president, then the show of naval force
in March during China’s attempts to force Taiwan to toe the
one-China line.

Other problems inevitably absorb the energies of Ameri-
ca’s policymakers. The Middle East still soaks up a lot of dip-
lomatic effort. Iran and international terror remain a worry.
So does North Korea, Iraq and other states that may be acquir-
ing weapons of mass destruction. Haiti and Cuba, thanks to
proximity and electoral pressure, loom large in the view from
Capitol Hill, if not from Foggy Bottom. Still, most of these
places remain low on the list of Washington priorities until a
crisis—a threat, a bomb, an invasion—puts them on the front
pages. Then, panic past, they are allowed to slip away again.

This approach to foreign policy is unlikely to be adequate
for long. The world is still in an unnatural post-cold-war con-
dition. America remains the only superpower but, despite the
boys in Bosnia and the battleships in th
¢tons remain that it is gun- ill come

nmwmﬂmds.hu:_&am_ﬁm_ﬂewes,

It is safe to assume, for instance, that Russia’s extemal am-
bitions are not satisfied, merely temporarily suppressed.
Other countries will surely try to secure the gamut of weapons
Saddam Hussein had failed to acquire when he snatched Ku-
wait. In many places, Islam seems to offer the only ideology to
challenge the new orthodoxies of liberal politics and eco-
nomics. And it is far from clear whether an ever-richer China
will be a benign or a belligerent actor on the world stage.

So the new foreign-policy team in Washington—and it
had better be a team, not a group of rivals—needs to keep Rus-
sia, proliferation, Islam and China constantly in mind. On
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none of these issues does it need a radlcal change of policy.
On Russia, the elements are all in place, so long as NATO en-
largement goes ahead sensitively but firmly. On proliferation,
the problem is to keep up the pressure on would-be renegades
and others tempted to help them. Islam requires coolness, not
panic, a readiness to see that the religion in itself poses no
threat and that different Islamists therefore need to be treated
discriminatingly. And on China, perhaps the most difficult
issue, America at last seems to have discovered the right mix
of engagement and containment. But the Chinese should be
left in no doubt that America will not tolerate aggression.

Invest in allies

Rather than design new palicies America needsnowto apply
itsexisting ones consistently and in concert with others. Con-
sistency is needed because oscillations suggest weakness
(China) and undermine allies (Bosnia). Co-operation is
needed because America cannot always act alone, even if it
sometimes thinks it wants to, and it certainly does not want

to pay alone. In fact, though allies can be awkward, it is very
much in America’s interests to put alliances in place to deal
with dlfﬁcultles when they crop up, as they Wlll That is why

3 mndma agams; ;hg current 1N sgnma;y;ggn:ml and by

Where is America to find its allies? Where it can, of course.
among democracies old and new, especially in Asia, where
Chinese expansionism is already being felt. But the friend-

fuli Id one with Europe, often
tested but always liable to be taken for granted. Four times
this century—in two world wars, Korea and the Gulf—Amer-
ica has fought alongside Europeans. They know that unde-
terred aggression means war and, if they stop to think, that
deterred aggression means peace: the big war they did not
fight was the nuclear one with Russia. If the next 50 years are
to be as relatively unbloody as the past 50, America will have
to be just as resolute as it was with Soviet communism. And it
will need every bit as much help from its friends.

Damned lies

Economic statistics are in a bad way

F ONLY there were a way to reduce inflation, raise the rate

of productivity and real-wage growth, and cut budget defi-
cits. There is: governments could produce better statistics. Of-
ficial figures in most countries almost certainly understate
growth and overstate inflation, and by an increasing margin
(see page 95). Collect the right numbers and—abracadabra—
your economy would look in better shape, and many of those
worries about stagnant productivity and living standards
would just disappear. Unfortunately, finding the right num-
bers is much harder than you might think.

The fault, dear Brutus, lies not in ourselves, but in our
stars, that they are undermining us. Globalisation, rapid tech-
nological change and the shifting nature of economic activity
are making some standard statistical measures irrelevant. Fig-
ures on the production of corn, coal and clothes abound, but
more useful data about today’s fastest growing industries—
computing, telecommunications, business services and fi-
nance—are much harder to come by. Many of these activities
cannot be seen and cannot be numbered.

An inexact science

Yet just as the traditional measures become less reliable, poli-

cymakers and financial institutions are placing more weight
on them. The Maastricht treaty, for example, obliges would-be
members of Europe’s monetary union to meet limits on bud-
get deficits measured as a percentage of GDp. Central banks
judge inflation and set interest rates in response to small
changes in economic indicators. It matters if the figures are
fuzzy. What can be done about it?

By training and temperament, official number-crunchers
are ultra-cautious. They emphasise continuity and compara-
bility, and hate to change their definitions (as the saying goes,
statisticians are people who are good with numbers but find
accountancy too exciting). They need to show a bit more
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imagination. When economies are changing fast, with new
and better products forever popping up, statistical tools need
to be adapted quickly. At the moment, the world is on the
wrong side of an awkward trade-off: the more comparable
today’s statistics are with yesterday’s, the less likely they are to
tell us anything useful about today.

Number-gatherers point out that better data cost money.
This is true. Governments should stop making severe cuts in
statistical agencies’ budgets: it is a false economy. But the
agencies should also make better use of the resources they al-
ready have. It is odd that in America, for example, three times
as much is spent gathering agricultural statistics as on mea-
suring GDP. Many countries, including America, lack a cen-
tral statistical agency: statisticians are scattered hither and
yon. A single agency would make it easier to keep resources on
the trail of economic change.

All this would help to improve the numbers. But even if
twice as much were spent on statistics, they would still be far
from perfect. The fact is that economies are becoming increas-
ingly unmeasurable, at least in precise ways. The world must
learn to live with it. _ :

To set interest rates, central banks do notstrictly need data

. on inflation or real growth; the growth in money spending,

which is much easier to measure, should suffice. Greater mod-
esty is also required in the application of statistical exacti-

tude. Policymakers should not set targets that are over-pre-
cise—that is, more precise than the underlying data can,
support. It then falls to other users of statistics, from voters tq

headline-writers, to recognise that most statistics are approxi-

mations, and to resist the temptation to abuse them. As for

statisticians themselves, still seeking perfect measures of 19th-

century industrial output, they might take a tip from Keynes:

“It is better to be roughly right than precisely wrong.”
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Ban the bugbbomb

New horrors are certain if the convention on biological weapons

is not strengthened

ROM the invention of gunpowder to the splitting of the
atom, the world’s warrior classes have put many a scien-

tific discovery to fiendish use. This century, which has out-
donewmmm ona

truly massiv i ing in a flurry of arms control. The
treaty to stop the spread of nuclear weapons was extended
indefinitely last year and nuclear controls are now being
tightened. Virtually the whole world, bar India, has agreed to
end nuclear-weapons tests. The convention banning produc-
tion and use of chemical weapons has now gathered enough
ratifications to come into force next spring. But if the next
century is to be spared worse military horrors, more effort
needs to go into banning another gruesome product of mili-
tary sorcery: biological weapons.

Use of these appalling weapons, which can bring death
and disease to people, animals or crops, was banned in 1925.
More than 130 countries have also ratified the 1922 Biological
and Toxins Weast_)ns Convention (BTwc), which prohibits

elopment and production. But the convention has ng
built-in checks. Some were supposed to have been worked out
before the convention’s next review conference, which opens
next week. But governments are still quibbling over princi-
ples. They have yet to get to the fine print. Without a big politi-
cal push, talks could drag on for years yet.

Since the BTwcC has survived this long without checks,
why the rush? One reason is that, unless the ban can be en-
forced, the convention will fall into disrepute. Some 20 coun-
tries are thought to have, or have had, military research pro-
grammes and some have built weapons. In 1992 Russia, one
of the convention’s three sponsoring powers, admitted that it
had illegally produced (and probably also stockpiled) biologi-
cal weapons. President Yeltsin says the programme has been
stopped, but outsiders have yet to be convinced. And al-
though there were strong suspicions before the Gulf war that
Iraq had been doing some biological dabbling, United Na-
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As controls on other weapons blte. blolog:cal weapons,
which are easier to make than nuclear ones and, with recent
advances in biotechnology and genetics, can spread destruc-
tion more efficiently than their chemical cousins, may be-
come the terror weapons of choice for outlaw regimes or ter-
rorists. The Japanese sect that released deadly nerve gason the
Tokyo underground last year was experimenting with them.

The will, then the way

Iraq’s ability to hide its biological mischief for so long also
shows how difficult it will be to enforce a ban. As with chemi-
cal weapons, the equipment and materials often have legiti-
mate civilian uses. Yet the quantities needed by biological
warriors are tiny by comparison, making detection all the
trickier. One simple test of a new biological-weapons regime
is whether it could have made Saddam Hussein’s life harder.
It is a stiff test, but not an impossible one.

No arms-control rules are 100% bug-proof. But driving up
the costs and risks of rule-breaking can deter all but the most
determined cheat. That means strict reporting of biological
activities, clear export controls on equipment and materials,
and laws to make rule-breaking a criminal offence (many
countries have none). Tracking easier-to-hide biological
weapons will need fewer of the routine industrial inspections
used in the chemicals industry, and more speedy “challenge
inspections” that let inspectors swoop on any discrepancy in
declarations or suspect activity within hours, rather than

ays. There would also need to be prompt investigation of
utbreaks of disease. And tough treatment of offenders.

All this could sharply increase the chances of catching
cheats. Non-signers could be more easily, and legally, iso-
lated. What is needed is the will. To delay could be deadly.

A case of the DTs

Privatisation in Europe will fail to live up to its promise unless it is done right

HO would have thought it? Fifteen years ago, the rest of

Europe regarded privatisation as a weird British ex-
periment. Now the record for Europe’s biggest disposal of
state assets has passed to Germany, guardian of the region’s
social-democratic conscience, and for the sale of a politically
sensitive utility, no less. The privatisation of Deutsche Tele-
kom marks an astonishing ideological victory, well worth
celebrating. Yet the rejoicing on the floor of the Frankfurt
bourse as nearly a quarter of the company changed hands for
DM20 billion ($13 billion) on November 18th obscures a re-
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grettable fact. This sale may mark the high-point of privatisa-
tion in Europe, rather than the long-overdue beginning of a
vigorous new shareholder-capitalism.

Already, there are hints of trouble to come. On November
14th the French government postponed the sale of CIC, a
group of regional banks. Under political pressure, the Italian
government has put back the sale of Stet, a state-controlled
telecoms group, until next autumn. Across Europe, privatisa-
tion is running into difficulty now that the easy bits have
been done. The $250 billion or so of saleable assets still left in
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state hands includes a good deal of dross. Politicians balk at

privatising railways, airlines and half—bar;krupl; insurers for,
fear of the cost in jobs and strikes at atime when unemploy—' ;

ment in Europe remains stubbornly high.

The generally poor image of privatisation in Europe—the
euphoria surrounding Deutsche Telekom notwithstanding—
makes the remaining job of selling the state harder. For that
politicians have only themselves to blame. They have often
bungled the awkward mechanics of privatisation. Often, they
have asked too high a price, earning privatisation a reputa-
tion for fleecing investors, who will think twice before sub-
scribing to later offerings. This may help explain why the
share prices of privatised firms have, on the whole,
underperformed their local stockmarkets in Europe. Some-
times, governments have offered shares too cheaply, leaving
privatisation open to the charge that greedy capitalists have
robbed the citoyens. Either way, what was supposed to be a
recipe for popular capitalism has too often turned into a bit-
ter lesson in the risks of investing.

Yet such public-relations disappointments are as nothing
compared with politicians’ meddling in the real benefits of
privatisation. Those benefits flow from letting managers do
their job properly. The cash raised by privatisation will soon
be forgotten. But better managers, encouraged by compe-
tition and held accountable for their successes and failures,
will create lasting increases in productivity, year after year.

There are no better examples than Britain’s former corpo-
rate basket-cases. The transformation of British Airways, Brit-
ish Aerospace and British Steel into world-class firms bears
witness to the power of privatisation. Before privatisation, it

. cost each taxpayer £300 a year to prop up loss-making state

firms. Privatised companies now pay taxes on some £2.5 bil-
lion in profits. That works out at £100 a year per taxpayer.

In some countries, such as Sweden and Holland, privati-
sation seems to be having the same salutary effect. Elsewhere,
however—and especially in France, Italy and Spain—politi-
cians have failed to expose managers of privatised firms to
competition. Sometimes protection has been created by
noyaux durs, “hard cores” of shareholders, put together by
governments, which protect managers from hostile bids. In
France, which is Europe’s biggest privatiser after Britain, the
same corporate names crop up in one noyau after another,
creating webs of cross-shareholdings. This perpetuates the
elitism and conservatism of large French firms.

On other occasions—and Deutsche Telekom might turn
out to be one of them—utilities have been privatised without
the deregulation needed to give fledgling competitors a
chance. Rigging the market is a glaring fault. Often the pres-
sure is more subtle: an official word here, a hint there. Politi-
cians do not have to go the lengths of Spain, which replaced
the bosses of some supposedly privatised firms earlier this
year, to let managers know where their real interests lie.

Europe’s privatisation programme must not be subverted
just because its remaining firms are sick. That would be like
arguing a man is too ill to see his doctor. On the contrary,

‘because gains in productivity tend to persist, privatisation

matters more than ever when Europe is hobbled by the dead
weight of failing state firms. Anyone who doubts as much
need only compare commercially minded British Telecom
with the new kid on the Frankfurt bourse.

Polls to nowhere

Elections in Africa are being overtaken by more profound political changes

EMOCRACY, at least of the conventional kind, is not

working in Africa. Five years ago Africa’s one-party
states were giving way to multi-party systems, and tyrants
were being bundled out of office. Zambia provided a famous
example: in 1991 Kenneth Kaunda, in power for more than 25
years (most of them one-party), was obliged to hold an elec-
tion, which he lost. In came Frederick Chiluba, a more mod-
est man—but not much of a democrat, it turns out. Mr
Chiluba has become increasingly tolerant of corruption and
intolerant of opposition. In this week’s election, his predeces-
sor was banned from standing against him.

Unfortunately, this has become par for the African course.
African elections are now seldom genuine tests of popular
opinion. Except in one or two places, notably South Africa,
democratic travesty is the pattern. All power tends to be con-
centrated in one person, the president. The government fixes
the election; the opposition boycotts it or rejects the result; the
government ignores the opposition.

The problem is that the tyrants have learnt how to control
the voting. Boundaries, the media, the economy and the vot-
ers’ roll are all manipulated. Opponents are squashed. Sol-
diers have also learnt how to play the game. Halfthe countries
of west and central Africa are ruled by “elected” ex-soldiers,
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among them the bosses of the Gambia and Niger, both voted
into office after recently overthrowing democratically elected
governments. General Sani Abacha may try the same trick in
Nigeria in the ballot he promises for 1998.

The ways in which all this is done are rarely picked up by
foreign monitors, who often arrive only to observe the actual
polling. Cynics call it “donor democracy™ just enough to
keep the aid-givers happy. Among outsiders, the talk is in-
creasingly of giving up on democracy and simply bowing to
the realities of despotism. Some speak of bringing back one-
party systems, or redrawing boundaries to create more “natu-
ral” countries. Others mutter about imposing outside rule
through UN trusteeship or some other device.

Forward with Zaire!

Few of these remedies are possible, none is desirable. Beneath
the surface of African politics, a deeper transformation is go-
ing on. State power is diminishing. New centres of civilian
power are growing up outside the state. Some are regional,
some commercial; others are ethnically based or emerging
from influential bodies such as the churches. With increasing

privatisation, usually promoted by outsiders, governments :

are losing crucial sources of patronage. Presidents may win
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MALACANAN PALACE li~27-96
MANILA

23 November 1996

Dear Governor Rosello,

In behalf of the Filipino People and the Philippine
Government, I would like to express my deepest sympathies to
the people of Puerto Rico, particularly the families and friends of
the victims of the explosion that hit a commercial building in

San Juan district on Friday, 22 November which has so far
resulted in 20 fatalities.

The catastrophe is a dire reminder on the need for high
standards and regular inspections of the centralized gas system
and of the general engineering of buildings and structures,
especially those situated in dense urban areas.

We offer our prayers to the bereaved families and their
friends that they be given the moral strength and courage to
recover from this terrible tragedy.

Accept the assurances of my highest consideration.

The Honorable
Pedro Rosello
Governor of Puerto Rico

Ol ) G b Ay



lian mass
rer gets
terms
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20 killed, 80 injured
in Puerto Rico explosion

SAN JUAN, Puerto Rico -

(Reuter) — Emergency workers
used heavy equipment early
yesterday to shore up the
remains of a blasted-out building
before they could resume the
search for any survivors of an
explosion that killed at least 20. &
At least 11 people were
missing and believed trapped
within the chunks of twisted
metal and concrete, according to
police and government officials.
Some 80 people, many
pedestrians on the busy street of
e warkd 2
were treated for injuries and
head wounds following the
Thursday moming explosion.
The building was reduced to
an empty shell when five floors
of apartments and offices

collapsed on a shoe store on the
ground floor of the buildiffg in
the busy Rio Piedras commercial
district of San Juan.

Emergency workers were
forced to halt their search for
survivors on Thursday evening,
fearing for their own safety until
the building could be shored up
with steel s. Faint voices
had been heard by some
bystanders soon after the
explosion, but were not heard
later in the day.

Trained search dogs and
sophisticated  equipment
including fiberoptic cameras and
listening devices were flown into
San Juan by a team of rescue
workers from Miami's Metro-
Dade fire department. Officials
hoped to resume the search for

’q}?ﬁ:’pb.ot,:-_:._;'.;.-_ acie

possible survivors by dawn.

“Everybody is just waiting for
the street to get cleared,” said
Angel Delafuente, a member of
the Miami fire department.

Investigators from the
National Transportation Safety
Board, which probes US airline
accidents, were also dispatched
to assist the Puerto Rican
government with its
investigation into the cause of
the accident.

Early indications, and reports
that residents had complained of
a foul smell prior to the accident,
pointed to a possible natugal gas
leak. >

“The owners of the place
were complaining that there was
a smell for the past two weeks
but they (the gas company)

hadn’t done anything. Today
they came and when they were
probing, the explosion
occurred,” police superinten-
dent Pedro Toledo said.

“Itis avery unfortunate event
that has caused a lot of grief and
suffering for families,” said Gov.
Pedro Rossello. “Our cffornis must
now be directed to attending to
the injured and helping the
families of those who died.” he
said.

Rossello toured the site late
on Thursdav night. He also
thanked a group of black-habitet
nuns ata Catholic church across
the street for their lifesaving
efforts. The nuns were among
the people who rushed to the
scene and pulled the injured and
dead from the rubble.

Tens of thousands
of Rwandan refugees

BUKAVU, Zaire (AFP)—Tens

of thousands of Rwandan
< w e an the hrink of

on ‘brink of death’

Zaire, many of them around 200
kilometers west of Bukavu, the
capital of Zaire's South Kivu
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PEACE CORPS \ HE RESIDERT s

DIRECTOR

November 4, 1996

MEMORANDUM FOR THE PRESIDENT 96 NOU 16 p42:03

FROM: Mark D. Gearan W\C‘
Peace Corps Director

SUBJECT: Peace Corps Programs in the Philippines and Thailand

In anticipation of your upcoming trip to the Philippines and Thailand, I am
. providing.you with a brief overview of the Peace Corps programs in those

o e —

countries.
S "L

THAILAND

More than 5,000 Peace Corps Volunteers have served in Thailand since 1962.
Traditionally among the larger programs (a peak of 400 Volunteers in the
1960s), the Thai program is being downsized from 90 to 30 Volunteers over
the next two years. The Royal Thai Government recently reiterated its strong
support for the Peace Corps and expressed a desire that the Peace Corps would
remain in Thailand despite the budget constraints that had spurred the
downsizing.

Beginning next year, Volunteers' work will be re-directed to primary schools
in poor, rural areas, where the benefits of Thailand's rapid economic growth
and development have not yet been realized. Volunteers currently work in
the following fields.

Health: Volunteers work closely with village health workers to develop and
deliver health-care programs to eradicate malnutrition and prevent the
spread of HIV/AIDS.

Environment/Agriculture: Volunteers work with villagers and farmers to
encourage sustainable use of natural resources. They carry out needs
assessments, provide technical assistance, and assist in developing
educational programs and wildlife research projects.

Education: Last year, Volunteers assigned to small, rural schools taught
English to more than 5,400 students and trained 135 Thai teachers of English.
They also participated in community-based projects relating to health and
environmental education.

1990 K STREET, N.W. WASHINGTON, D.C. 20526
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MEMORANDUM FOR 'I'IA!S!DENT '36 NOU 16 P2:09
FROM: Mark D. Gearan W\c‘
Peace Corps Director

SUBJECT: Peace Corps Programs in the Philippines and Thailand |

In anticipation of your upcoming trip to the Philippines and Thailand, I am
__providing you with a brief overview of the Peace Corps programs in those

countries. T
—e—e

THAILAND

More than 5,000 Peace Corps Volunteers have served in Thailand since 1962.
Traditionally among the larger programs (a peak of 400 Volunteers in the
1960s), the Thai program is being downsized from 90 to 30 Volunteers over
the next two years. The Royal Thai Government recently reiterated its strong
support for the Peace Corps and expressed a desire that the Peace Corps would
remain in Thailand despite the budget constraints that had spurred the
downsizing.

Beginning next year, Volunteers' work will be re-directed to primary schools
in poor, rural areas, where the benefits of Thailand's rapid economic growth
and development have not yet been realized. Volunteers currently work in
the following fields.

Health: Volunteers work closely with village health workers to develop and
deliver health-care programs to eradicate malnutrition and prevent the
spread of HIV/AIDS.

Environment/Agriculture: Volunteers work with villagers and farmers to
encourage sustainable use of natural resources. They carry out needs
assessments, provide technical assistance, and assist in developing
educational programs and wildlife research projects.

Education: Last year, Volunteers assigned to small, rural schools taught
English to more than 5,400 students and trained 135 Thai teachers of English.
They also participated in community-based projects relating to health and
environmental education.

1990 K STREET, N.W, WASHINGTON, D.C. 20526
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PHILIPPINES

More than 8,500 Volunteers have served in the Philippines since the program
was established in 1961. Though the program was suspended from 1990-92
following the kidnapping of a Volunteer and heightened safety concerns, the
current 100-Volunteer program enjoys strong governmental and public
support. Volunteers work in the following fields.

Small Islands Development: Volunteers are helping address the immense
challenge of providing services for the nine million people living on
approximately 5,000 small islands, where transportation, infrastructure, and
resources are in short supply. In nine island provinces, Volunteers work in
agriculture, coastal resources management, water and sanitation, and health.

Integrated Protected Areas System: Volunteers are assisting in a Philippine
Government initiative to develop a system of national parks and protected
areas to conserve unique natural resources. Volunteers catalogue flora and
fauna and help with park design and management. They also work with
surrounding populations to identify income-generating alternatives to
practices such as fishing with dynamite or cyanide.

Education: Volunteers are involved in teacher training, curriculum
development, distance learning programs, and resource material
development.

Recent Events: Recently, a group of about 40 returned Philippines Volunteers
made a special trip back to the Philippines to commemorate the Peace Corps’
35th anniversary in that country. The group also met privately with
President Ramos, who thanked them for the Peace Corps' contributions to the
Philippines' development.

Our long-standing programs in Thailand and the Philippines have generated
significant mutual goodwill between Americans and the Thai and Filipino
people, respectively. The Volunteers who have served, and are serving, in
these countries represent the finest traditions of American society and
Americans' ongoing commitment to help people improve the conditions of
their lives.
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I thought you would find the first paragraph
of Frank’s letter particularly interesting.
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FRANK L. WHITBECK
P.O. Box 3437

Chester Street and LaHarpe Bivd.

Little Rock, Arkansas 72203-3437
(501) 372-5512

November 11, 1996

Thomas Frank McLarty, III, Esquire
The White House

1600 Pennsylvania Avenue, N.W.
Washington D.C. 20500-2000

' --;:/- October 28" while he made two speeches:
Mrece ived account of his rise from ashes to glory: the
thng Arkansas and the president and blaming the
Democrats or a : ¢ first speech he praised America for giving
underdogs a chance to succeed, in the second he bitterly scolded everyone
because of our pitiful responses to inner-city poverty. Two days later four
bright minds from NEWSWEEK MAGAZINE set the record straight: they
had no good to say of Colin Powell except the President wisely distanced
himself from the General over Bosnia. Powell is probably due to be called a
<hero”, but he took credit for winning “Desert Storm” as he operated safely in
his office at the Pentagon, while expecting 10% casualties among the 500,000
troops and 750 planes he ‘courageously” committed. He wanted to do the
same smash job in Bosnia. So please don’t get fooled on this one.

(2) Bill Bowen: Would make a great Attorney General or member of the Supreme
Court.

) Maurice Mitchell. Do something big for him—some board, some title; he
deserves it.

(4) Don’t overlook a little gray hair here and there.
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(5) I am 100% for your centrist posture and your very deep thoughts about
history. The President has a chance to become one of the greatest leaders in

World History at the close of this very awesome century. ? '3
Most cordially,
il :

Fr L. Whitbeck
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Editorials

THE MARCH OF AIDS
THROUGH ASIA

N this issue of the Journal, Nelson and colleagues'

describe a modest victory in what had been a los-
ing battle in northern Thailand to control the most
rapid epidemic of sexually transmitted human immu-
nodeficiency virus (HIV) infection ever document-
ed.? Studying large cohorts of randomly selected
conscripts in the Royal Thai Army, they report a sig-
nificant downturn in the prevalence of HIV infec-
tion, from a peak of about 13 percent to less than
7 percent, which is also reflected in national trends.?
Although the rate of infection remains serious, this
encouraging sign reflects the effect of an enlightened
effort in many sectors of society to control the epi-
demic in Thailand, whose unfortunate experience
has presaged that of many neighboring countries.

A decade ago, some health officials believed Asia
was immune to HIV and AIDS, safe behind a cul-
tural — if not genetic — Maginot line. The region,
along with North Africa and Oceania, was classified
epidemiologically in a miscellaneous category known
as “pattern III,” meaning that few cases had oc-
curred there.* In reality, chance events had not yet
introduced seed virus into the Asian population.

By the late 1980s, HIV type 1 (HIV-1) began in-
vading one Asian country after another, exploiting
traditional behavioral patterns and secular trends to
spread widely. In 1995 alone, there were an estimat-
ed 2.5 million new infections in southeastern Asia
(ranging from India through the Indonesian and
Philippine archipelagoes), surpassing the combined
incidence in sub-Saharan Africa (1.9 million) and
the rest of the world (0.3 million).?

The beachhead for the AIDS pandemic in Asia
was Thailand, where improved disease-control train-
ing and infrastructure®’ produced exemplary sys-
tems of epidemiologic surveillance to record the ar-
rival and dissemination of HIV-1. In Bangkok the
prevalence among injection-drug users rose from
1 percent in late 1987 to over 30 percent eight
months later.* Beginning in 1989, routine semian-
nual province-level surveys tracked steady increases
in rates of HIV infection. By mid-1993, the preva-
lence reached 35 percent among injection-drug us-
ers, 29 percent among female sex workers in broth-
els, 8 percent among male patients with sexually
transmitted disease, 4 percent among military con-
scripts, and 1 percent among pregnant women.” In
1993, six years after the epidemic exploded, roughly
three quarters of a million Thais were infected,'”
about as many as in the United States, which has a

|
|
|
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population four times as large and an epidemic that
has lasted twice as long.

Several other Asian nations are in various stages of
this “pattern IV” sequence of explosive increase in
HIV-1 infection among injection-drug users and fe-
male sex workers, who pass the virus to their male
clients, who in turn infect their wives and thus new-
borns.®!! As early as 1990, prevalence rates greater
than 60 percent had been found among injection-
drug users in some sites in Myanmar (Burma), India,
and China. By 1993, the rates among injection-drug
users exceeded 30 percent in parts of Malaysia and
Vietnam. Surveys of sex workers between 1992 and
1994-1995 showed rates rising from 40 percent to
51 percent in Bombay, India; from 9 percent to 38
percent in Vietnam; from 4 percent to 18 percent in
Myanmar; and from 2 percent to 10 percent in Cam-
bodia. In Thailand, Bombay, Myanmar, and Cambo-
dia over 2 percent of pregnant women are now in-
fected with HIV.

The principal determinant driving the Asian epi-
demics is a traditional double standard in sexual be-
havior.®!! Substantial proportions of Asian men en-
gage in sex with a relatively small population of
female sex workers, whereas most women are absti-
nent before marriage and monogamous afterward.
Because of their numerous encounters, sex workers
quickly acquire HIV and other sexually transmitted
diseases from infected clients, raising the statistical
probability of exposure to HIV among uninfected
clients. Mathematical modeling'? explains how an
epidemic can be accelerated by such a small core
group of sex workers, in comparison with larger pro-
portions of women who participate in premarital
and extramarital sex, as in the pattern II countries*
of sub-Saharan Africa and the Caribbean. In Asia,
homosexual men represent a very small proportion
of cases, in contrast with the pattern I countries of
the Americas, Western Europe, and Australia, where
they are the predominant group.

Some secular trends in Asia also contribute to the
pandemic. Increasingly effective suppression of the
narcotics trade that originates in the Golden Trian-
gle, where Laos, Myanmar, and Thailand meet, has
caused opiate refineries to move closer to the remote
poppy fields to avoid detection. More and more,
drug users inject the heroin that is now available
along smuggling routes, instead of smoking opium.
Widespread industrialization is attracting young men
and women from rural areas to work in factory
towns, delaying marriage and increasing the rate of
premarital sex away from the normative influences of
family and village. Economic liberalization in China,
Vietnam, and Cambodia has revived an entrepreneur-
ial capitalism in which commercial sex is flourishing,
along with sexually transmitted diseases, after being
suppressed for decades under communism.

An enigma in the Asian pandemic is that rapid

Reprinted from The New England Journal of Medicine
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sexual transmission has not occurred in some places,
confounding predictions, even though the virus has
been there for several years and commercial sex
is common — for example, in Bangladesh, Indone-
sia, and the Philippines. One contributing reason
may be the high proportion of men in these Muslim
and Catholic societies who are circumcised, a factor
that has been shown elsewhere to reduce the rate
of female-to-male transmission.'? In most Asian ar-
eas with rapid sexual spread of HIV-1, circumcision
is rare.

One surprise was the discovery that two distinct
strains of HIV-1 were circulating in segregated pat-
terns in Thailand, where 75 percent of injection-
drug users had subtype B of the env gene, whereas
over 90 percent of sexually infected persons had sub-
type E,' invalidating a presumption that the former
were the source of virus for the latter. In India,
moreover, subtype C predominates. These findings
might result from genetic founder effects, but pre-
liminary data from Thailand also suggest biologic
differences between HIV-1 subtypes in transmissi-
bility and immune impairment. Some have postulat-
ed from in vitro work that subtypes E and C are
transmitted with greater efficiency through hetero-
sexual sex than other subtypes, thereby accounting
for the rapid spread of the epidemic in Asia.'® But
there is as yet no epidemiologic evidence that such
differences between strains would outweigh other
factors contributing to rapid transmission, such as
frequent sexual relations, the involvement of core
groups, the presence of other sexually transmitted
diseases, and the absence of circumcision. In fact,
subtype B, which is predominant in the Americas
and Europe, has caused serious epidemics of hetero-
sexually transmitted infection in Honduras and else-
where in the Caribbean.

Nelson et al.! attribute the decline in the preva-
lence of HIV among young men in Thailand to the
innovative “100 percent condom campaign” that
encourages brothel owners and sex workers to insist
that clients use condoms. But theirs was not a con-
trolled study of this intervention; other potential in-
fluences on sexual behavior included efforts in the
broadcast media, school curriculums, the workplace,
and health centers to educate people about AIDS
and build personal decision-making skills. By the
mid-1990s, when large numbers of HIV-infected
persons finally became ill, the men in the study may
also have been affected by knowing sick or dying
relatives or acquaintances. In contrast, in the early
1990s, when the epidemic was young, conscripts
knew a lot about AIDS, but few knew anyone with
the disease.' Because of this, they may have been
slow to acquire the perception of risk that is essential
for behavior to change.

Two key elements underlie the reduction in risky
sexual behavior achieved in Thailand. One is the rec-
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ognition, after initial complacency and denial,'’ that
AIDS threatens the nation and that studying the ex-
tent of the epidemic and publishing the information
help marshal resources and target defenses against it.
The other is the acknowledgment that prostitution
cannot be eradicated and that it is necessary to work
with those involved in an overt, nonjudgmental way
to reduce the role of commercial sex in HIV trans-
mission. With infection in China still limited mostly
to injection-drug users, sex workers, and their sexual
partners in rural border regions of Yunnan province,
the next battleground of the pandemic will be the
vast population of the Middle Kingdom. The wis-
dom 2500 years ago of Sun-tzu, the great Chinese
military strategist, applies to the challenge presented
by AIDS today:

If you know the enemy and know vyourself, you need not
fear the result of a hundred battles. If you know yourself
but not the enemy, for every victory gained you will also
suffer a defeat. If you know neither the enemy nor your-
self, you will succumb in every battle.

Bruce G. WenNiGer, M.D., M.P.H.

Centers for Disease Control and Prevention
Atlanta, GA 30333

Tim Brown, PH.D.

East-West Center
Honolulu, HI 96848
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MEDIA AND SOCIETY IN ASIA

KEYNOTE SPEECH BY ANWAR IBRAHIM =
DEPUTY PRIME MINISTER OF MALAYSIA 1-27-9¢
AT THE ASIAN PRESS FORUM
HONG KONG, DECEMBER 2, 1594

\-._._,_..._---—-——"""_-—-.—.’

We have now entered a more meaningful stage of engagement between
Asia and the West through the current debate on Asian values.
Ironically, the debate seems to be more actively pursued in the
Western international Press rather than in the Asian national
medi;. Perhaps the latter have been lulled into a state of
complacency on account ¢f the so-called "miracle" of East Asian
.economies. Asian values, by themselves, warrant the critical
‘examination of our society vis-a-vis humanitarian ideals such as
. freedom, justice and virtue. Yet tbe growing self-confidence of
Aaianﬁ, the greater assertiveness of their identity, has not
yielded a proporticnate awareness of the severe limitations and
shortcomings of their societies. In much of Asia, signs of moral
entropy, corruption and nepotism and other excesses abound which

the elite, for reasons best known to themselves, choose to gloss

over.

| At the same time, from the outside, Asia has certainly
awakened from the slumber of centuries, as it were. If only looked
upon as a vast market toc be exploited, the rush towards Asia will
certainly go on in greater intensity in decades to come. For a
price, of course, North America and alsc Eurcpelwill continue to
supply Asia with the much-needed capital and technology. However

s |
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_fﬁhe new emerging mutual conscicusness of each other’s presence must
extend beyond the realm of market and capital. It must be an
encounter between equals, between cherished ideals and values that
will serve to challenge our pride and end our prejudices. For
although in the domain of trade and economics it would appear that
the West fully recognizes Asia’'s position, there is a discernible
reluctance to accord a similar xeccgniticn to Asia’s cultural and
civilizational aspirations.

Even if the debate on Asian values continues at cross purposes
this confrontation has its inherent logic. As history has shown,
this encounter will inevitably lead to the transformation of both
sides, consciously or otherwise. Thus we cannot help but notice the
changing perceptions of the West towards Asia, slowly vyet
radically; as terra incognita in the fifteenth century, as the
yellow peril during the Cold War and finally in our times as
economic dragons and tigers of the East, There will be Kiplings
reincarnated with a new war cry -- with a democratizing rather than
a civilizing mission -- and there will be pioneers of new orders.
For the last 500 yeiis, the West have been on the- forefront of so
many  discoveries, inventions and innovaticns that making a new
beginning with Asia is not altogether a departure from the Westexn

spirit.

To a very large extent the affairs in the economic domain will

be the decisive and even defining factor in Asia‘s ongoing

EFeTLAS T T
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"'engagement with the West. Asia, with its seemingly limitless
economic potential, its huge markets for industrial products, its
mass of hungry consumers of cultural output, its tantalizing
contracts for mammoth infrastructural works, will continue to be
sought after. We are convinced that Asia will continue to prosper
under the regime of free trade and we must accept a gradual process
to achieve a level playing field. Nonetheless, we must always guard
againﬁF the insidious practitioners of double standards, who
advocate the opening of international markets while pandering to
the gallery of protectionist lobby back home. Thus the ideal of

partnership ameng equals has still to be realized.

It would be less complicated if there were nothing but
economic issues. Non-economic matters, however, have lately become
bones of contention. We do appreciate that the West, apart from its
enormous interest in Asia economically, cannot help but have a
perception of Asia on matters dear to its ci&ilization, such as the
question of individual liberty, £freedom of expression which
includes press freedom, democratic polity, the rule of law and
other humanitarian ideals. The West has often been accused of being
hypocritical, for those ideals are more often than not largely
ignored than lived by. It wasicacrge Bernard Shaw who pointed out
the irony that the West conguered half the globe, making millions
subjects and slaves, all in the name of freedom and democracy. But
notwithstanding this, these ideals are very much cherished in the

West. No doubt they have to struggle to remove the contradiction
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;'among themselves and put an end to their patronizing and

condescending posture in their dealings with weaker communities.

If we in Asia want to speak credibly of Asian values, we too

must be prepared to champion those ideals which ar?/ﬂhivcrsal nd

which belong to humanity as a whole. It is altogether mhemefGl, if

ingenious, to cite Asian values as an excuse for autocratic

practices and denial of basic rights and civil liberties. To say

S—

that Egéedom is western or unAsian is to offend our own traditions

as well as our forefathers who gave their lives in the struggle

against tyranny and injustices. It is true that Asians lay great
emphasis on order and societal stability. But it is certainly wrong
to regard society as a kind of false god upon altar the individual
must constantly be sacrificed. No Asian tradition can be cited to
support the proposition that in Asia the individual must melt into
the faceless community. If Confucianism is cited as an exception,
Professor Tu Wei-ming, a contemporary <Confucian scholar and
thinker, would certainly resent that, He asserted the primacy of
the self, the individual and the community as a necessary vehicle
for human flourishing. Acéording to him: " The Confucian insistence
on .learning for the sake of the self is predicated on the
conviction that self-cultivation is an end in itself rather than a
mean to an end. Although we are obligated to assume social
responsibility and participate in political affairs, it is self-
cultivation, as the root, securely ground us in our lifeworld that

enable us to participate in society and politics as independent
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" moral agents rather than pawns in a game of power relationship." We
can equally cite other Asian thinkers, Muslims, Hindus or others,

‘expressing a similar position.

It has been argued that like oil from water, economic issues
must be kept apart from non-economic ones. Neither politics nor
morality must disrupt the peaceful clamour of the marketplace. This
argument is again another gross mispresentation of what Asian
traditions have always stood for. The major Asian traditions stand
for a holistic vision of life and society encoempassing econemic,
social and political dimensions as opposed to partialistic and
fragmentary approaches to development. If we want to lay claim to
a unique Asian way, such a way is none other than the articulation
of that vision in unequivocal terms. Central to this vision is the
philosophy that economic development must proceed coterminously
with culturallenrichment. The pursuit of prosperity must not be at
the expense of environmental degradation. The quest for growth must
always be balanced by a profound concern for social justice and
equity.

' One of the greatest challenges facing Asia is to nurtuxe the
growth of civillsociety. In all honesty, we must admit that we are
still struggling to eradicate the vestiges of the so-called
"Oriental despotism." They will remain unless we vigorously develop
and fortify the institutions of civil society, enhance the workings

of truly representative participatory governments, promote the rule
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.'of laws rather than of men, and foster the cultivation of a free

and responsible Press.

Perhaps it.iB no exaggeration to say that the propositions we
have outlined earlier cannot be brought to fruition without the
pivotal role of the media. Historically, Asian journals and
newspapers have been catalysts that l;t the sparks which ignited
the flames of anti-cclonialism, leading to emancipation for
millions across the continent. In the post-independence era, they
have been preoccupied with the all-encompassing task of nation-
building. By and large, they have succeeded. However, in facing the
new realities of our time, the media in Asian societies have to
redefine their role. In so doing, they will, I am sure, comprehend
the complexities inherent in the social and cultural environment in
which they operate. I believe the Press of Asia have to find a
middle ground between the Western paradigm of unconstrained
freedom, including the freedom to incite.hatred, and carrying
developmental journalism to its extreme, so much sc that even mild
criticism of the ruling elite and a critical attitude is viewed

with fear, suspicion and scmetimes contempt. ik

In conclusion, Asia will continue to modernize, even at an
accelerated pace, but it does not necessarily mean that she will
have to compromise her values and forsake her ideals. However, she
needs to be able to give a better account of herself. This

conference might just be the g=rfect forum. As in Hamlet, we say to
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‘our friends: "Sit down awhile, and let us once again assail your

ears, that are so fortified against our story."

Thank you.
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Precis of Anwar Ibrahim’s speeches on East and West

1. You asked me to provide excerpts from Malaysian Deputy Prime Minister Anwar
Ibrahim's speeches on the theme of the meeting and muruality of Eastern and Westemn
cultures and societies. Comments below are based on 5 speeches Anwar has given in the
past year (copies of which are attached):

. Address to the International Seminar on Islam and Confucianism in Kuala Lumpur,
March 1995

] "Media and Society in Asia" at the Asian Press Forum in Hong Kong, December
1994

5 "Democracy and the Challenges to Civil Society" to the Institute of Policy Studies,
(Thailand) in Bangkok, September 1994

§ "China and Southeast Asia in the Twenty-First Century" to the conference organised
by the Institute for Peace and Development (China) and the Institute for Policy
Research (Malaysia) in Beijing, August 1994

"Economic and Non-economic Dimensions of the Rise of EastAsia" at the Asia
Society’s conference in Singapore, May 1994

2.  One of the recurring themes in these speeches is that we are now entering a new and
more meaningful state of engagement between Asia and the west. Anwar stresses that, just
as Asians demand more understanding from the west, so must they continue to critically
analyse their own assumptions about eastern and western cultures (see, in particular, the
Hong Kong speech p 1-2; Singapore speech p 7):

"We have now entered a more meaningful stage of engagement between Asia and the West
through the current debate on Asian values. Ironically, the debate seems to be more
actively pursued in the Western international press rather than in the Asian natonal media.
Perhaps the latter have been lulled into a state of complacency on account of the so-called
"miracle’ of East Asian economies.” (Hong Kong speech, p 1)

"Even if the debate on Asian values continues at cross purposes this confrontation has its
inherent logic. As history has shown, this encounter will inevitably lead to the
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have been on the forefront of so many discoveries, inventions and innovations that making
a new beginning with Asia is not altogether a departure from the Western spirit." (Hong
Kong speech, p 2)

"None of us can honestly claim that the civilization of the West has not left an indelible
mark on us. Even the current surge of interest towards things and ideas non-Western, more
specifically Asian, is being facilitated by certain intellectual currents in the West, namely
the collapse of Modemity as the dominant perspective..." (Kuala Lumpur speech, p 2)

3. In speeches delivered in other Asian countries, Anwar asserts that Asians must
analyse their assumptions, not only because it is intrinsically a good thing to do, but
because they have much to gain culturally and economically by doing so. He argues,
further, that if Asian societies do not understand the symbiotic nature of the ties between
cast and west, they could do damage to their own potential development.

“It has become somewhat a fashion among some to scorn the West. Such an atritude is
easily understandable and the criticisms are often not without foundation considering the
suffering of non-western societies under imperlalism But we need to be honest to
ourselves and to do justice to the West where it is due. By virtue of its cumularive wealth
and multi-dimensional strength the prominence of the Atlantic societies will remain in the
foreseeable future. Even the prosperity of some countries in our region would not have
been possible without western capital markets and technology. True, this situation of
dependency is unhealthy and must be reduced, yet its positive effects must not be
dismissed. More importantly Western civilisation, like the Chinese, Indian and Islamic, is
one of the crowning achievements of humanity." (Beijing speech, p 5)

4,  Anwar cautions against indulging in "chest beating jingoism" (Beijing speech, p 5)
and "triumphalism" (Singapore, p 7) because of the current rapid economic advancements
in Asian societies, and that growing Asian self confidence must be balanced by an
awareness of their own societies’ shortcomings.

"We have to admit it, in all humility, that the so-called East Asian miracle is far from the
ideal. Complacency on our part would be disastrous.” (Singapore speech, pp 3-4)

5.  He says that Asians must think of their development beyond economic and trade
marters, and must include cultural enrichment and quality of life issues such as prevention
of environmental degradation. He argues that Asians themselves must understand the
diversity within their own cultures, just as they criticise the west for not understanding or
seeking to understand eastern culrures (Hong Kong speech p 2; Singapore, p 6). He also
challenges the stereotype of eastern culture as championing society’s needs over the needs
of the individual, citing Confucian scholar Tu Wei-ming who "asserted the primacy of the
self, the individual and the community as a necessary vehicle for human flourishing".
Anwar says that other Asian thinkers, Muslim, Hindus and others, could similarly be cited.
(Hong Kong speech p 4, Singapore, p 5)

6. He argues that "one of the greatest challenges facing Asia is to nurture the growth of
a civil society. In all honesty we are still struggling to eradicate the vestiges of so-called
"Oriental despotisin’. They will remain unless we vigorously develop and fortify the
institutions of civil society....and foster the cultivation of a free and responsible press.”

(Hong Kong speech, pp 4-5) e |
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DEPARTMENT OF TREASURY

. Japan Deregulation: On November 12, Japan announced a financial reform package
designed to make Japan's financial market free, fair, and global by 2001. Areas
mentioned for deregulation include: brokerage commissions, foreign exchange controls,
and the tax, accounting, and legal systems. The package also calls for more competition
between and within the banking and securities industries, together with stronger
disclosure requirements. In the past, the Japanese have not given specifics and follow-
through has often not matched the initial promise of Japanese proposals for deregulation.
Treasury welcomed the proposals and noted the U.S.’s support for the broad objectives of
deregulation and transparency in Japan’s financial market.

. U.S.-China Economic Meeting: On November 18-19, the U.S.-China Joint Economic
Committee (JEC) will meet in Washington, D.C., to discuss economic issues between the
two countries. The JEC will include meetings between Secretary Rubin and Chinese
Finance Minister Liu Zhongli, as well as meetings between other high-level Treasury and
Chinese Finance Ministry officials. Following the meeting, Secretary Rubin will hold a
press conference.

. Interagency Law Enforcement Agreement: State, Justice, and Treasury are in the final
stages of concluding an agreement on law enforcement agents’ overseas activities. A
proposed MOU, soon to be signed by Secretary Christopher, Secretary Rubin, and
Attorney General Reno, will provide guidelines and principles for coordination of U.S.
law enforcement activities abroad.

Cabinet Weekly Report, November 8 - November 14, page |
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lectronic Tax Payment: On October 28, Treasury’s Electronic Federal Tax Payment

ystem became operational, and the first tax payments have been received through the
new system. In the past seven days, over $1 million was collected. Collections are
expected to rise dramatically over the next several weeks as taxpayers become more
familiar with the system. '

Russian Anti-Money Laundering Mission: On October 31-November 1, Treasury
officials participated in a mission to Russia to encourage senior Russian officials to
establish stronger money laundering laws and regulations. Recently, money laundering
was criminalized for the first time under the Russian penal code. Broader legislation is
needed for Russia to have a money laundering regime comparable to those in other major
commercial nations.

Tokyo Firearms Conference: From November 12-14, Treasury officials led a
delegation from Justice and State to the P-8 conference on firearms in Tokyo, Japan.
ATF and Customs officials demonstrated firearms tracking computer applications and
discussed practical ways that nations can help each other in tracking illegal weapons.

GA Militia Case: On November 6, a federal jury in GA returned guilty verdicts on two
of five counts against three members of the GA Militia who were arrested just prior to the
Olympic Games in Atlanta. The defendants were found guilty of conspiracy to use a
destructive device in a violent act and possession of a destructive device and face 17 to
22 years imprisonment.

District of Columbia Financing: During the week of November 18, Treasury officials
will meet with D.C. officials to discuss future financing needs. It is likely that D.C. will
request an additional loan from Treasury in mid-December. While the city has regained
access to private market financing, the supply may not be sufficient to meet short-term
capital needs.

Secretary’s Schedule: The Secretary will participate in the following events this week:

November 15 - Address the Bretton Woods Committee.

November 18 - Address the Council on Competitiveness.

November 18-19 - Attend meetings of the U.S.-China Joint Economic Committee.
Participate in a press conference regarding the U.S.-China Joint Economic
Committee meetings.

November 20 - Meet with Secretary Cisneros regarding Low Income Housing Tax
Credits.
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DEPARTMENT OF JUSTICE

. Wetlands Restoration and Creation: This week, in U.S. v. Maine Department of
Transportation (D. Me.), the U.S. and ME will enter a consent decree settling this Clean
Water Act enforcement action. The case arose when the ME DOT and its contractors
illegally filled 10 acres of wetlands on Sears Island.

v U.S. v. Quaker State Corp.: This week, in U.S. v. Quaker State Corp. (N.D. W.Va),
the U.S. will lodge a consent decree that obliges Quaker State to pay a civil penalty of
$1.75 million and perform a number of Supplemental Environmental Projects valued at
more than $750,000. This case arose from Clean Air Act and Resource Conservation and
Recovery Act violations at Quaker State's refinery in Newell, WV, where the company -
produces motor oil and other products.

« Wilderness Designation: Last week, in UT v. Babbitt (D. Utah)., the state of UT, the
UT School Trust Lands Administration, and the Association of Counties have filed an
action challenging BLM’s re-inventory of areas in UT for possible wilderness
designation. Plaintiffs argue that the process is illegal because authority for wilderness
review ended in 1991 and because Secretary Babbitt changed the criteria for determining
whether an area has wilderness characteristics. Plaintiffs are seeking a temporary
restraining order and preliminary injunction stopping the re-inventory process.

. FL Disadvantaged Business Contract: On October 25, in Asphalt Pavers, Inc. v. Watts
(N.D. Fla.), the court granted a preliminary injunction prohibiting the FL DOT from
awarding a federally-funded highway construction contract under a federal program that
requires recipients of such funds to establish goals for the participation of disadvantaged
business enterprises (DBEs). Under the program, minorities and women are presumed to
be DBEs. The plaintiff is arguing that the program is unconstitutional in light of
Adarand, and asserts that it was not the low bidder on the project because it had to meet a
10 percent DBE subcontracting goal that raised the costs of its bid, while the eventual
low bidder, who is itself a DBE, did not have to meet that goal. The U.S. DOT was not
named as a defendant in the suit, but the court has informed Attorney General Reno that
the constitutionality of the federal program has been challenged. DOJ is deciding
whether to intervene in the case.

. Colombian First Oral Trial: During the week of October 28, the first oral trial under
Colombia's new accusatorial system took place in Nieva. For the first time, the attorney
general's office indicted a defendant through the presentation of "minimal" evidence to a
judge, and the evidence was presented in open oral proceedings. This marks a dramatic
change from Colombia's traditional trial practice where prosecutors had to submit their
entire case on paper to a judge, who later made a decision based on the written
submission of the prosecutor and defense counsel response.
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OR Three Strikes: The first "three strikes" life sentence notice has been filed in the
District of OR. The defendant has been indicted for nine counts of armed bank robbery.
The robberies began five days after his release from federal custody on a previous
conviction. The defendant's qualifying convictions include rape, kidnapping, and two
separate armed robbery convictions.

Newly-Naturalized Citizens: On November 5, in further response to a request of the
House Government Oversight Committee Subcommittee on National Security,
International Affairs and Criminal Justice, the FBI provided redacted copies of
approximately 7,600 files of newly-naturalized U.S. citizens. The files are the further
product of a match between FBI databases and names submitted by INS from its list of
newly-naturalized citizens and follows production of 50,962 records from similar
databases in October. INS continues to review the files of naturalized citizens who had
FBI records to ascertain whether they were properly naturalized.

Terrorism Investigations: On November 25, the Terrorism, Technology and
Government Information Subcommitte of the Senate Judiciary Committee will hold an
oversight hearing on the Ruby Ridge incident and the FBI's conduct of the investigation
of the bombing at the 1996 Olympic Games. FBI Director Freeh is scheduled to testify.

Attorney General's Schedule: Attorney General Reno will attend the following events:
November 18 - Address State Attorneys' Conference in Marco Island, FL.
November 20 - Address INS Annual Conference in San Antonio, TX.

Media Inquiries: 7ime is working on a feature story about Attorney General Reno. U.S.
News and World Report is preparing a story on DOJ in the Administration’s second term.

FOIA Request: The Criminal Division received a request from Stephanie Lambidakis of
CBS News for a copy of any audio or video recordings or transcripts of all interviews
between DOJ or other governmental law enforcement officials clearing Atlanta, GA,
bombing suspect Richard Jewell.
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DEPARTMENT OF COMMERCE

. The following economic indicators will be released during the next two weeks:
Manufacturing and Trade: Inventories and Sales (September) November 15
Housing Starts and Building Permits (October) November 19
U.S. International trade in Goods and Services (September) November 20
Gross Domestic Product (3rd Q, preliminary) November 27
Corporate Profits (3rd Q, preliminary) November 27
Advance Report on Durable Goods, Manufacturer’s Shipments and

Orders (October) November 27

Personal Income and Outlays (October) November 29

. South Korea’s Australia Group Membership: BXA has drafted an amendment to the
Export Administration Regulations in response to the Australia Group’s (AG) recent
decision to admit South Korea to its membership. South Korea will join the list of
countries eligible to receive the export licensing benefits accorded other AG member
countries. The rule eliminates the validated license requirements for exports to South
Korea of chemical precursors, chemical weapons software, and chemical weapons
technology. The rule also clarifies the sample shipment exemption for chemical
precursors contained on the Commerce Control List. BXA will next circulate the draft
rule for review by the interagency community.

. FOIA Request: On November 1, the Wall Street Journal requested lists of foreign
companies visited by Secretaries Brown and Kantor or chief executives of foreign
companies that Secretaries Brown and Kantor met with during trips. The Wall Street
Journal also requested names of companies traveling on trade missions with Secretary
Brown and Secretary Kantor.

DEPARTMENT OF LABOR

. Town Hall Meeting: On November 13, Secretary Reich hosted a Town Hall meeting for
agency employees. The forum was held in D.C. and was broadcast to the regional offices
for the regional agency employees. Several hundred employees attended the meeting,
which focused on DOL’s accomplishments and its strategy for continued success in the
future. DOL’s union partners recognized Secretary Reich for his achievements over the
last four years.
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Steelworkers: On November 13, the Wheeling-Pittsburgh Steel Corporation workers of
OH, PA. and WV held a mass demonstration at the company’s headquarters in Wheeling,
WV. The strike entered its seventh week with no apparent movement toward a
settlement. On October 1, some 4,500 workers represented by the United Steelworkers
left their jobs after negotiations failed to produce agreement on a new contract. The
parties have been communicating through public statements, but no negotiations have
been reported since the strike began.

U.S.-Spain Forum: On November 15, Secretary Pefia led a delegation of government,
business, and academic leaders to the second U.S.-Spain Forum in Madrid and Toledo,
Spain. Participants discussed joint economic, foreign policy, and cultural issues. The
Secretary will also travel to Paris for meetings with transportation officials on aviation
issues.

CA Airport Revenue Diversion: DOT and FAA are preparing a letter to the city of Los
Angeles informing the city that it must return the $31.1 million it recently received from
the Los Angeles Department of Airports. The letter is based on a legal conclusion that
actions by the Los Angeles City Council and the Airports Department in 1975-77
effectively nullified the city’s current claims for reimbursement of past contributions it
made to the Airports Department. There is significant congressional interest in this issue.

ValuJet Crash Hearing: On November 18, NTSB will hold a public hearing into the
crash of ValuJet Flight 592, which occurred in the FL Everglades on May 11. The
hearing will be held in Miami, FL, and is expected to last the entire week. FAA and
Research and Special Projects Administration have been asked to testify. NTSB is
planning to release graphic voice data recorder transcripts and videos.

Alameda Corridor: This week, the ports of Los Angeles and Long Beach, CA, will
release $5.5 million to Alameda Corridor Transportation Authority (ACTA), in light of
the CA Court of Appeals ruling in favor of the existing governance structure of ACTA.
This action will relieve the cash flow problems that had threatened to delay significant
portions of the project.

Drug Interdiction: On November 7, an apparent airdrop of drugs occurred near the
British Virgin Islands. The Coast Guard and local authorities found 330 Ibs. of cocaine
on an abandoned boat near Mosquito Island. On November 10, the Coast Guard
recovered 1,140 1bs. of cocaine from a boat southeast of Puerto Rico.
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. India Mid-Air Collision: On November 12, two commercial jet aircraft collided 40
miles northwest of New Delhi, India. A Saudi Airways Boeing 747 had just taken off
from New Delhi and collided with a Russian-made TU-154 airliner from Kazakhstan
which was inbound to New Delhi. The U.S. has been in contact with the Indian
government and is awaiting an invitation to participate in the investigation.

. OR Light Rail: On November 5, OR voters rejected a measure to provide $375 million
of state lottery funds for a proposed light rail line between Clackamas Town Center and
Vancouver, WA. The measure would have provided another $375 million for a variety of
transportation improvements around the state.

B WA Transit Referendum: On November 5, a referendum passed to fund $3.9 billion of
regional transit system improvements in the Seattle-Tacoma transit system over the next
10 years. Funding will come from increases in sales and motor vehicle excise taxes in the
metropolitan area.

UNITED STATES TRADE REPRESENTATIVE
. WTO Telecom Negotiations: The U.S. has again improved its market access

commitments in the WTO negotiations on basic telecommunications. Ambassador Lang
announced in Geneva that the U.S. had removed the restriction limiting access to
submarine cable landing licenses. This is the third time the U.S. has improved its offer. -
Previous improvements included market access and national treatment in the local
telecommunications services market and adoption of agreed regulatory principles to
govern the telecom sector. The negotiations are scheduled to be concluded by February
1997.

. China Textiles: On November 10, China announced that it will temporarily suspend
imports of certain U.S. goods in retaliation for U.S. reductions in import quotas for
Chinese textiles. In accordance with its bilateral textile agreement with China, the U.S.
recently levied a $19 million penalty for transhipment violations by Chinese textile firms.

. APEC Meeting: On November 19-25, Ambassador Barshefsky will travel to Manila to
attend the APEC Ministerial and Lenders Meeting. In addition to the ministerial
sessions, Ambassador Barshefsky will participate in bilateral meetings with the trade
ministers from Japan, China, and Singapore. She will also speak to the APEC Business
Forum and attend a breakfast with the APEC Business Coalition.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

N/

Smokeout: On November 21, the Great American Smokeout will be held. The primary
goal this year is to prevent initiation of tobacco use among children and adolescents.
New data from CDC estimate that unless teen smoking rates are cut immediately, more
than 5 million young people under age 18 who are alive today will die from a smoking-
related disease. Secretary Shalala will address the issue in her speech to the American
Public Health Association in NY. Also on November 21, Secretary Shalala plans to
launch a new campaign, entitled “Girl Power,” which is aimed at discouraging young

.girls from smoking by informing them that it is neither cool nor glamorous.

U.S. Cancer Death Rate Decline: On November 14, Secretary Shalala, the National
Cancer Institutes and the American Cancer Society released a report which finds that, for
the first time in history, overall death rates from cancer in the U.S. have begun a steady
decline. The report concludes that the reduction in deaths, which researchers attribute to
prevention activities, especially those directed against smoking, early detection and
improvements in medical care, is likely to continue.

E. coli in Apple Juice Update: On November 8, a 16-month-old child died in Denver,
CO, after drinking unpasteurized fruit juice manufactured by Odwalla, Inc. There are
currently 57 confirmed cases of E. coli food poisoning that have been traced to the
unpasteurized apple juice. Thirteen of these people, mostly children, have developed
Hemolytic Uremic Syndrome, a form of kidney failure. FDA and CDC continue to
coordinate their work on the outbreak with state and local health authorities. FDA plans
to hold a public meeting, followed immediately by a meeting with the Fresh Produce
Subcommittee of the National Advisory Committee on Microbiological Criteria for
Foods.

NC and OR Child Welfare Waiver: Next week, HHS will announce the approval of a
demonstration project to improve child protection services in NC and OR. This will be
the third waiver approved by the Administration for innovations in state child welfare
programs. Under the demonstration project, NC and OR can use title IV-E foster care
funds to provide a broad range of new services to children and families. Funds can be
used for services to prevent the need for placement of children in foster care or relieve the
problems that caused the child to be removed from the home.

CA lllegal Immigrants Care: On December 1, CA will no longer fund non-emergency
prenatal care for illegal immigrants. The order was promulgated by regulations issued
last week by the CA Department of Health Services. The emergency regulations, which
stem from a broader executive order signed by Governor Wilson in August, would
eliminate the 8-year-old program. CA provides prenatal services to an estimated 70,000
illegal immigrants, at an estimated annual cost of $69.3 million.
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New Prostate Cancer Treatment: On November 13, FDA approved a new use for
Immunex Corporation’s Novantrone, as a chemotherapy for treatment of pain related to
advanced prostate cancer. Novantrone was approved within six months of its submission
as initial chemotherapy for patients with advanced prostate cancer that has spread to
bone; the application was one of the first submitted after you announced the initiative to
speed cancer drug approvals on March 29.

NY Blood Center: On November 18, New York Magazine is expected to run a cover
story raising concerns about the safety of blood in the New York City area, which is
supplied by the New York Blood Center (NYBC). The story will focus on allegations
that, under a system of financial incentives for increased production, employees cut
corners in the screening of blood donations for infectious diseases. The FDA’s District -
Office has inspected both NYBC locations and found serious shortcomings, but believes
that most of them have been corrected. FDA is currently conducting followup
investigations of both locations.

Thalidomide Advisory Panel: On November 7-8, an FDA advisory panel met to
discuss the potential for neurotoxicity and other abnormalities resulting from thalidomide
prescribed for dermatologic and other indications. Committee members concluded that
applications for thalidomide could be considered, but that approval should be contingent
upon stringent controls over access to the drug. The drug, which poses potential adverse
effects on fetal development and on a patient’s nervous and immune systems, has never
been approved for use in the U.S.

Parkinson’s Gene: On November 14, the National Institute of Neurological Disorders
and Stroke and the National Center for Genome Research held a press conference to
announce the results of a collaborative study that provides strong evidence that a genetic
alteration is capable of causing Parkinson’s disease. The results of the study are
published in the November 15 issue of Science. Parkinson’s disease affects 1-1.5 million
Americans.

Medicaid Waivers: In response to a request from the National Governor’s Association
to make it easier to apply for Medicaid home and community based waivers, HCFA has
developed prototype waiver applications. They are targeted to three populations: persons
with traumatic brain injuries, persons living with AIDS, and medically fragile children.
With the submission of a completed prototype waiver application, a state is virtually
assured that HCFA will immediately approve its waiver. The waivers will be effective
for three years starting on the date of approval or on the date specified by the state.
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. \/ MA Physician Profile System: MA residents are the first health consumers in the U.S.

v

to be able to find out over the phone whether a doctor has paid malpractice claims or has
been disciplined by hospital or state regulators. The system is currently accessible only
by phone, but should be available electronically by May 1997. The profiles also include
academic background, honors and awards, and publications in journals.

AIDS in Children: On November 22, Mortality and Morbidity Weekly Report will
publish an article reporting that, as of September 30, a total of 566,002 AIDs cases,
including 7,472 cases among children under 13, have been reported to CDC by state and
territorial health departments. Most children reported with AIDS acquired HIV infection
perinatally from their mothers.

Crackdown on Bad Landlords: On November 21, Secretary Cisneros will unveil a plan
to step up HUD’s efforts to crack down on landlords who have neglected the management
of privately-owned but federally-assisted or FHA-insured apartments and properties.

Economic Development Grants: On November 26, HUD will award $20 million in
Economic Development Initiative (EDI) grants, in conjunction with federal loan
guarantees, to help cities nationwide leverage private investments to create jobs and spur
economic revitalization. Secretary Cisneros is tentatively scheduled to announce the EDI
grants in Detroit, MI, with Mayor Archer.

Elderly and Disability Housing: On December 4, Secretary Cisneros will announce
$1.2 billion in grants and rental assistance in Philadelphia, PA. The grants will enable
local housing providers, churches, and other nonprofit organizations to build housing
with supportive services and rental assistance for older Americans and persons with
disabilities.

Homeownership Loans: During the week of December 9, HUD will announce $30
million for local governments to create large tract homeownership initiatives to redevelop
neighborhoods on large tracts of vacant or neglected land by building affordable homes.

OFFICE OF NATIONAL DRUG CONTROL POLICY

Asia Trip: On November 19-26, Director McCaffrey will travel to Bangkok and Chiang
Mai, Thailand, and Vientiane, Laos, to help build a regional coalition of democracies to
combat the illegal drug trade. En route to Asia, Director McCaffrey will visit Joint
Interagency Task Force-West to receive briefings and to engage in discussions on
interdictions.
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DEPARTMENT OF INTERIOR

. UT Wilderness Re-Inventory Lawsuit: A federal judge in UT has put a 48 hour hold
on the DOI’s review of wilderness lands in UT, pending arguments over Secretary
Babbitt’s authority to conduct wilderness inventories. UT and others are being
represented by the Mountain States Legal Foundation, a conservative public lands activist
group. DOJ attorneys are optimistic that the hold will be lifted and Secretary Babbitt’s
wilderness review will be allowed to continue to completion, currently scheduled for
January 1997.

. FL Minerals Management Office: Three exploratory wells have been drilled offshore
northwest FL in the last three years. In an effort to improve Minerals Management
System's coordination of outreach efforts in northwest FL, and to better serve the
Panhandle community as a whole, the decision was made to establish a temporary
satellite office in Pensacola, FL. A six-month trial period is proposed to determine the
need for an extended presence in the area.

. WY Resource Advisory Council: On November 13, Secretary Babbitt sent a letter to
Governor Geringer expressing his regret that the Governor has chosen to establish the
WY Resource Council under state authority because of a disagreement over the
appointment of one member to the council. Secretary Babbitt also pointed out that this is
especially unfortunate given DOI’s willingness to accept at least two alternative
proposals recommended by WY's Director of Federal Lands Policy. Secretary Babbitt
further advised Governor Geringer that BLM will proceed to draft standards and
guidelines for the management of WY BLM rangelands.

B St. Croix River Bridge: The National Park Service is completing a report on whether
the construction of a bridge across the St. Croix River between WI and MN would
adversely impact the values for which the river was designated. Concurrence of the Park
Service is required before such a project can be built on a protected river. Both states
favor construction of the bridge, and Governors Thompson and Carlson and several
members of Congress have contacted Secretary Babbitt about this decision.
Environmental groups have filed suit against DOT and DOI for failing to do compliance
and oppose construction of the bridge. Local representatives are meeting this week with
Park Service officials and legal counsel to discuss.
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. Indian Trust Fund Report: Next week, DOI will submit to Congress its initial
recommendations on settling Indian tribal trust fund claims. The settlement proposals
relate to BIA's alleged mismanagement of Tribal trust funds and are based on a 5-year,
$21 million study by Arthur Andersen of the 1972-1992 period. The initial
recommendations will outline proposals for addressing errors identified in the Arthur
Andersen study. It also will call for additional consultation with Tribes on proposals for
addressing $2.4 billion of transactions for which supporting documentation could not be
located. Contrary to press reports, $2.4 billion has not been lost. BIA is unable to locate
supporting documentation to verify that the money was handled as BIA's central ledger
reflects.

. Secretary’s Schedule: On November 20, Secretary Babbitt will go to one or two of the
newly named park sites to talk about bipartisan cooperation on natural resources issues
and reaffirm your commitment to protection of the environment. The parks he will visit
have not been selected yet.

. Media Inquiries: On November 20, in its "Fleecing of America” segment, the NBC
Nightly News will run a story on the trust funds issue. In addition to the Tribal trust
funds, BIA also administers trust funds on behalf of individual Indians. The NBC story
focuses on both the tribal and individual Indian trust fund issues. Ed Cohen from the
Solicitor's Office was interviewed for the story. DOL is anticipating a very negative story
toward BIA.

UNITED STATES DEPARTMENT OF AGRICULTURE

. World Food Summit: This week, Secretary Glickman is in Rome, Italy, leading the
U.S. delegation to the World Food Summit. The United Nations’ Food and
Agriculture Organization seeks a renewed commitment from world leaders on the
issues of world hunger, malnutrition and global food security. Secretary Glickman is
scheduled to participate in a series of bilateral meetings to discuss trade issues with
European Union Agriculture Commissioner Franz Fischler and other officials.

. OR Forest Service Fire: The FBI's OR office announced results of an ATF National
Response Team search and an on-scene analysis of a fire at the OR Forest Service
Ranger Station on the Willamette National Forest in Oakridge. Although the fire has
been determined to be arson, laboratory analyses at ATF’s laboratory in Washington,
D.C., have not been completed. It has not been determined if this fire and another one
at the Detroit Ranger Station at the Willamette National Forest are connected. The
Forest Service is offering rewards for information leading to the arrest and conviction
of any person(s) responsible for these crimes. In addition, the National Forest
Foundation is raising private funds to contribute to the rewards.
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. Grain Shipments to Turkey: Since mid-October, U.S. grain shipments to Turkey
were halted when the Turkish government started to implement a 1991 regulation that
sets zero tolerances on ergot and several other fungi diseases. Secretary Glickman met
with the Turkish Ambassador to express the Administration’s concerns. USDA has
suspended issuing phytosanitary certificates on all grains to Turkey until this issue is
resolved. Turkey revised the regulation slightly to allow a very low tolerance level for
ergot, which is below the U.S. and international levels. A 15,000-ton shipment of
wheat is currently being held in Turkey, with another 100,000 tons of U.S. wheat
scheduled for shipment.

. Books to South Africa: USDA'’s book donation project to rural South Africa is
receiving positive response. The first shipment of children’s stories and textbooks is -
being distributed to rural schools and libraries in the Eastern Cape, with the second
shipment destined for the Northern Province.

DEPARTMENT OF ENERGY

. NV Test Site: On November 18, DOE, in conjunction with the NSC, expects to release
its Record of Decision for subcritical experiments at the NV Test Site. The decision will
fulfill DOE's commitment to meeting its national security mission consistent with
environmental regulations.

. Oil Overcharge Findings: Under the Petroleum Overcharge Distribution and
Restitution Act of 1986, DOE must decide at the beginning of each fiscal year how much
oil overcharge funds are not needed for direct restitution to injured parties and make them
available to fund state energy efficiency programs. For FY97, the DOE determined that
$29 million is "excess." Funds were obtained from U.S. oil companies that violated
federal price controls in the 1970s. Allocations are based on state and Territory oil
consumption during the 1970s.

. Presidential Science-Engineer Awards: On December 16, the National Science and
Technology Council expects to announce the first-year winners of the new Presidential
Early Career Awards for Scientists and Engineers.

. AK Nuclear Test: On November 22, DOE is scheduling a meeting with representatives
from Governor Knowles' office to address AK’s request for federal support in analyzing
alleged environmental contamination. On October 30, Greenpeace alleged that
radionuclides are continuing to leak from a cavity of the 1971 Cannikan underground five
megaton nuclear test on Amchitka Island, AK. Samples gathered by the EPA and
released to the public revealed no leakage of radioactivity from Cannikan into the
environment. DOE agrees that additional analysis is needed.
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. Military DNA Analysis System: DOE’s Lawrence Livermore National Laboratory in
CA has developed a portable battery-operated DNA analysis system that could
revolutionize the testing of food and water in remote locations for contamination and
identifying human remains on the battlefield. The system has been delivered to DoD’s
Office of Armed Forces Medical Examiners.

. San Diego Clean City Award: On December 11, Assistant Secretary for Energy
Efficiency and Renewable Energy Christine Ervin will join San Diego Mayor Susan
Golding, Congressman Bilbray, County Supervisor Ron Roberts, industry
representatives, and business leaders to designate San Diego, CA, as the 50th Clean City.
DOE's Clean Cities Program encourages the use of alternative fueled vehicles to reduce
petroleum consumption and improve air quality.

. Rocky Flats Sites Cleanup: The last of eight tanks in Building 886 at Rocky Flats has
been drained of highly enriched uranyl nitrate solution. This drainage represents the
elimination of the most significant criticality risk on the site, a major step toward
deactivation of the facility and the elimination of several highly enriched uranium

vulnerabilities.
DEPARTMENT OF EDUCATION
. Math and Science Report: On November 20, Secretary Riley will release a major

international comparative study of student achievement in math and science. The results
will show progress of American students in science, but little progress in mathematics.

. EduServ Case: On October 30, EduServ Technologies, Inc. filed an action for
declaratory and injunctive relief against DoEd in D.C. federal court. The suit alleges that
DoEd violated the Competition in Contracting Act and procurement regulations and
breached its duty to deal fairly with offerors in the process of accepting and reviewing
bids for the Direct Loan servicing contracts. On November 6, the GAO dismissed a
protest filed with it by another offeror, AFSA Data Corporation, because of the pendency
of the EduServ case. AFSA is now expected to file its case in the district court.

. Resignation: Assistant Secretary for Educational Research and Improvement Sharon
Robinson has submitted her resignation.

o School-to-Work: On November 19, DoEd is tentatively scheduled to announce
approximately $50 million in competitive grants to 10-12 states.
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VETERANS AFFAIRS

. VA'’s Persian Gulf Initiatives: On November 14, a media briefing was conducted on
VA'’s Persian Gulf initiatives and the results of the Persian Gulf veterans’ mortality study
published in the November 14 issue of the New England Journal of Medicine. The study,
conducted by Dr. Kang, examined the causes of postwar death among 695,516 Gulf War
veterans compared with 746,291 veterans who did not serve in the Persian Gulf. The
study found that the mortality rate for Persian Gulf veterans was 9 percent higher due to
accidents, not illnesses.

B Military Sexual Trauma: On November 12, VA issued a news release notifying women
veterans who have experienced sexual trauma that they may call VA’s toll free number -
for care and counseling services.

. Rape in the Military: On November 15, ABC’s 20/20 aired part one of its program on
rape in the military, which focused on women veterans who told their stories about the
sexual trauma they experienced in the military. The second part of the program,
scheduled to air November 22, will focus on the clinical aftermath and post-traumatic
stress disorders, as well as VA programs and services to assist women veterans.

SOCIAL SECURITY ADMINISTRATION

. Top-Ranked Toll-Free Telephone Service: Since the summer of 1995, when SSA’s
800 number earned top billing among organizations renowned for customer service, many
private and government entities have studied SSA's toll-free phone system. Among the
private firms are USA Today, AT&T, Discover, General Electric, and IBM. On the
government side, DoEd, Treasury, and DOC, as well as the IRS, FDA, and two state
DMVs, have reviewed SSA's system. The Australian Social Security and Canada's
Income Security programs have also reviewed SSA's 800 number system. In October

)k 1995, 66 percent of callers gained access within five minutes. By October 1996, that

figure reached 93 percent.

- Fraud Hotline: On November 25, Commissioner Chater will preside over a
ribbon-cutting ceremony dedicating the opening of the SSA's Fraud, Waste, and Abuse
Hotline. The Hotline is one of many initiatives designed to protect SSA operations by
providing a means to identify waste or theft of public funds. An integral part of this
objective is the establishment of a mechanism by which employees and the public can
anonymously report allegations of criminal activity involving false statements on claims,
conflict of interest, misuse and mismanagement of funds, and standards of conduct
violations. The identities of individuals providing information via the Hotline will be
kept confidential.
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. ject XL Announcement: On November 19, Administrator Browner will travel to
Chandler, AZ, to announce the latest Project XL facility. Project XL facilities gain
greater regulatory flexibility in exchange for a commitment to a higher level of
environmental results. Under the project, Intel is committing that its state-of-the-art
computer chip facility will provide greater public health and environmental protections to
the local community by going beyond what is required by environmental regulations for

Ting the water supply.

. Nativhal Estuary Program: On November 15, Administrator Browner will travel to
Vero Beach, FL, to sign a final agreement between EPA and FL to clean up and protect
the Indian River, part of the Administration’s National Estuary Program. This will
complete the planning phase of the Indian River Lagoon National Estuary Program.

. National Air Standards: Last week, EPA sent two important proposed regulations
concerning fundamental Clean Air Act standards to OMB for review. EPA proposes to
strengthen the current federal air quality standards for ozone (smog) and particulate
matter (soot, dust) to protect public health and safety. EPA is working with the White
House and other federal agencies to review these standards. A court order requires
issuance of a proposal on particulate matter by November 29.

. Loss of Confidential EPA Documents: On November 14, the Associated Press and
other news services ran stories regarding EPA’s misplacment of documents containing
confidential business information. A routine internal audit of the management of
confidential data for the Toxic Substances Control Act found more than 200 documents
missing. The documents may have been destroyed, as is customary, without first being
recorded after EPA completed its review of them or they may have been misplaced in a
secured room or elsewhere. The 82 companies involved have been notified. Some
companies are using this incident as a vehicle to attack the TRI (community right-to-
know) program.

OFFICE OF PERSONNEL MANAGEMENT

. John Huang Investigation: On November 14, OPM responded to the House
Intelligence Committee’s request for information pertaining to the background
investigation completed by OPM’s Office of Federal Investigation (OFI) in October
1994. The Committee seeks the background security investigation file for Mr. Huang, his
sworn declaration made to OFI investigators, his financial disclosure forms submitted
prior to his July 1994 appointment to DOC, and a list of White House PPO and DOC
contacts with OPM regarding his hiring process.
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. Transition Guidance: OPM has prepared and is transmitting to agencies guides to
personnel issues pertinent to the transition to your second term. The package includes a
list of OPM program specialists who are available to answer agency questions on civil
service matters.

. “Plum Book”: On November 18, the Government Printing Office will make available to
the public the United States Government Policy and Supporting Positions, better known
as the "Plum Book." This quadrennially issued document, compiled from OPM data, is
being published this year by the House Committee on Government Reform and
Oversight.

UNITED STATES INFORMATION AGENCY

. Salinger Story: USIS Paris and USIA Washington played a key role in helping to
discredit a story by former White House Press Secretary Pierre Salinger claiming that the
U.S. military had accidentally shot down TWA Flight 800. USIS helped prepare a cable
from Ambassador Harriman that resulted in a joint press conference on November 8, by
the Navy, NTSB and FBI, demonstrating that the charges were baseless. WORLDNET
carried the press conference live, and, at the request of the FBI, the Foreign Press Center
in NY contacted French journalists to alert them to it, including French TV2 which
covered the conference. The denial received full coverage in the French press, resulting
in much more skeptical treatment of Salinger's charges in the following days.

. U.S. Foreign Students: The Institute of International Education's annual "Open Doors"
survey of universities and colleges shows that, for the 1995-96 academic years, 48
percent of the 453,787 foreign students studying in the U.S. came from the East Asian
region. Eight of the top ten countries overall are in East Asia: Japan, China, Korea,
Taiwan, Malaysia, Indonesia, Thailand, and Hong Kong. Many make their decision to
study at U.S. schools based on their visits to a USIS-run educational advising center
overseas.

- Bosnian Election Reaction: USIA has issued a report combining results from a
just-completed Agency survey and focus groups in Bosnia. Findings show that many
Bosnians believe the September elections reflect the will of the people, though many
others point to widespread procedural problems. These perceived problems point to the
likelihood of further entrenchment of the groups and an uphill battle to establish a viable
central government.
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GENERAL SERVICES ADMINISTRATION

. Presidential Inaugural: The TechWorld Plaza near the DC Convention Center will be
the primary location for the 1997 Presidential Inaugural Committee (PIC) with a satellite
site located in Suitland, MD. Representatives from GSA have met with White House
staff to begin operations. GSA is authorized to provide administrative, financial,
procurement, personnel, and security services to the PIC. GSA representatives will
remain on site to assist PIC.

. Recycled Paper: GSA reduced the price of recycled content copier paper offered in its
supply system to help federal agencies comply with an administrative directive on
increasing the use of recycled paper. Agencies buy $63 million of non-recycled copier
paper through GSA. If all agencies bought recycled paper, the savings would be over $3
million.

. Fleet Management: Recognizing GSA’s efficiency and expertise in motor vehicle fleet
management, the Marine Corps recently signed an agreement to turn over the
management and operation of its non-tactical fleet of 4,713 vehicles to GSA. Upon
completion, this consolidation will save $13.6 million annually.

. Native Americans: GSA is coordinating with DOI and BIA to set up a signing
ceremony for a Memorandum of Agreement that gives Native American Tribal Councils
access to the federal government’s FTS2000 long-distance services; and thereby giving
the Council substantial savings from their current service.

ce: The Vice President Michael McCurry
Leon Panetta Doug Sosnik
Harold Ickes Marcia Hale
Evelyn Lieberman Don Baer
George Stephanopoulos Ron Klain
Alexis Herman Rahm Emanuel
Carol Rasco John Hilley
Maggie Williams
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WASHINGTON

November 21, 1996

MEMORANDUM FOR THE P ENT

FROM: LEON E. PANETTA
Chief of sStaff

SUBJECT: Thursday Activities

LEGISLATIVE ISSUES

Ninety House Democrats and two Republicans signed a letter to
Speaker Next Gingrich and Minority Leader Dick Gephardt
requesting passage of "comprehensive and meaningful campaign
finance reform" within the first 100 days of the congressional
session that begins on January 7.

In the Senate, Minority Leader Tom Daschle said he hopes the
chamber will take up the matter within its first 60 days.

Democratic Update

The Congressional Black Caucus has elected Rep. Maxine Waters of
California as its Chairwoman for the 105th Congress. Rep.
William Jefferson of Louisiana also sought the position, but
Waters defeated him Wednesday night by a vote of 22:16.

The following Congressional Black Caucus officers were also
elected: Rep. Earl Hilliard of Alabama is First Vice Chairman,
Rep. Eddie Bernice Johnson of Texas is Second Vice Chairwoman,
Rep. Corrine Brown of Florida is Secretary, and Rep. Sheila
Jackson-Lee of Texas is Whip. The Caucus will have 39 members
next year, as it did this year.

Democrats today completed two outstanding Ranking Member
elections with the following results: Rep. John LaFalce of New
York on the Small Business Committee and Rep. Sam Gejdenson of
Connecticut on the House Oversight Committee.



Republican Update

Republicans talked today of shifting some Members off the House
Ethics Committee in the midst of an investigation of Speaker Newt
Gingrich. House Republican Leader Dick Armey said in a statement
Gingrich asked him to assume the responsibility of rotating
Members off the panel as part of routine housekeeping.

"I hope that we can, in a bipartisan fashion, find the best way
to reconcile the House rule that Members serve on the Ethics
Committee for no more than six consecutive years with the need to
complete the committee's current work," Armey said. "Obviously,
the four members of the investigative subcommittee should
continue their work until they come to a resolution," he added.

In a press conference today, Democratic Whip David Bonior said in
response to the Armey statement, "This is the equivalent of
changing the jury in the middle of a trial. This is dangerous,
it is a violation of public trust."

Tomorrow, House Republicans will select Committee Chairman.
Virtually all incumbents who want to keep their Chairmanships in
the House are expected to win ancther term, including: Rep. Bob
Livingston of Louisiana on the Appropriations, Rep. John Kasich
of Ohio on Budget, Rep. Jim Leach of Iowa on Banking, Rep. Bill
Archer of Texas on Ways and Means, Rep. Tom Bliley of Virginia on
Commerce, Rep. Henry Hyde of Illinois on Judiciary, and Rep. Bob
Shuster of Pennsylvania on Transportation. Rep.-elect Bob Smith
of Oregon is expected to become the new Chairman of the
Agriculture Committee,

DOMESTIC UPDATE

AIDS

In the November 22 issue of the Morbidity and Mortality Weekly
Report, the CDC will report the number of babies born infected
with HIV declined by 27 percent from 1992 to 1995. The number of
HIV-positive babies peaked at 905 in 1992 and declined to 663 in
1995. Reductions were reported in all racial categories, with
larger decreases in states that experienced very high rates of
infection, including New York (-38%) and Florida (-38%). CDC
attributes the decline to the use of AZT by pregnant HIV-positive
women during pregnancy and childbirth and by newborns for the
first six weeks of life. NIH-sponsored research indicated that
such treatment reduces by as much as two-thirds the risk of
perinatal transmission of HIV.



Comptroller of the Currency (OCC)Regulations

Yesterday, the Comptroller of the Currency published in the
Federal Register final regulations streamlining the process under
which national banks can take various actions, ranging from
opening a branch to establishing a subsidiary to sell insurance.
The regulations had been proposed two years ago and are part of
the overall modernization of the OCC's regulations. They have
attracted national attention mainly because they would permit
national banks to apply to the Comptroller for permission to
engage in activities in a bank subsidiary that could not be
carried on in the bank. While the regulations do not state what .
activities could be allowed, and the Comptroller will consider
applications on a case-by-case basis, the expectation is that
applications will be forthcoming to allow subsidiaries to engage
in insurance and/cr securities underwriting. The Fed has made a
similar regulatory proposal (not yet final) that would permit the
Fed to allow such activities, but in a holding company affiliate,
rather than a bank subsidiary.

HHS: Girl Power

Today, at the American Public Health Association's annual meeting
in New York City, Secretary Shalala announced "Girl Power" --
HHS's national public education campaign to help encourage and
empower 9 to l4-year old girls to make the most of their lives.
"Girl Power" is a unifying theme for future health campaigns
targeted to adolescent girls. The campaign will run in phases
and address such issues as substance abuse, underage smoking,
premature sexual activity, physical activity, nutrition and
mental health.

HUD: Announcement

Today, Secretary Cisneros announced funding of $776.5 million to
make housing more affordable for low-income elderly persons. The
awards, under HUD's Section 202 program, are made to nonprofit
groups which will develop 8,731 units in 43 states and Puerto
Rico. Section 202 provides capital advances to eligible private,
nonprofit sponsors to finance the development of rental housing
with supportive services for the elderly. The capital advances
are interest free. Repayment to HUD is not required as long as
the sponsor restricts occupancy for the first 40 years of
operation to very low-income elderly persons.



EFEMA: Highway Collapse

On November 21, in Roseburg, OR, the northbound lane of I-5 was
washed out into the South Umpqua River, creating a hole 60 feet
deep that swallowed two tractor trailers. No fatalities have
been reported, but the two drivers and a third driver that
collided into a median suffered minor injuries.

5 Bien Exulond

On November 21, an explosion occurred leaving a 50-foot-wide hole
in a six-story building in San Juan, PR. Authorities state that -
the possible cause of the explosion is a natural gas leak. The
blast originated in the Vidal Shoe Store, in which employees were
present. The blast left nineteen fatalities, 50 injuries and
eleven missing. Today you declared an emergency in the
Commonwealth. DOT, FEMA and NTSB have sent staff to the area.
White House staff participated in a conference call this
afternoon with DOT and FEMA officials to review the situation.
NTSB will be leading the investigation and FEMA will be leading
the search and rescue.

FOREIGN POLICY

UN Secretary General Update

Support for Boutros-Ghali continues to crack. Several African
governments have publicly indicated that it is important for the
Africans to retain the seat if Boutros-Ghali's candidacy is no
longer viable. Ghana has publicly mentioned Under Secretary
Annan as a candidate. Even Egypt announced the importance of
Africa retaining the seat for the full five years. The French
have publicly stated that they will not try to bypass the
Security Council in the General Assembly (thereby indicating a
growing acceptance of our veto).

Belarus

President Lukashenko has resisted entreaties from Yeltsin and
Chernomyrdin to seek a compromise on his constitutional clash
with parliament; Chernomyrdin has tentatively indicated that he
will fly to Minsk on Friday to mediate. OSCE, the Council of
Europe and numerous European countries have condemned
Lukashenko's actions; we issued a strong statement today calling
upon Belarus to uphold democratic norms. Fear of instability has
driven Russia to accelerate the removal of nuclear weapons from
Belarus; if the current pace of activity continues, they could
all be out by the end of November.

4



Eastern Zaire/Rwanda

The number, location and condition of remaining refugees in
eastern Zaire is still unclear. Aid agencies continue to
maintain that over 600,000 refugees remain at risk. However,
U.S. aerial reconnaissance reveals only one major concentration
of refugees -- 200,000 West of Lake Kivu, who now appear to be
moving north and northwest. It is too soon to tell whether this

group intends to move west deeper into Zaire or return to Rwanda
via Goma.

The Canadian-hosted policy meeting in New York yesterday yielded
few, if any, concrete decisions. Most participants complained
about the lack of information regarding the condition of refugees
in eastern Zaire. France and Zaire argued strenuously that the
original mission should go ahead, which would have the effect of
helping Zaire reestablish control over its eastern provinces.

The United States, Canada, UK and several others argued for a
redefined mission to enable the international community first to
assist Rwanda absorb the returnees, if Rwanda agrees. We should
hold in abeyance any decision about the utility of a mission in
eastern Zaire until the situation on the ground is clarified.
Canada will host a military planning meeting Friday in Stuttgart,
to which we are sending a senior interagency delegation.

The North Koreans agreed yesterday to allow Congressman Bill
Richardson to fly to Pyongyang to pick up American citizen Carl
Hunziker, who has been held since August for illegal entry into
North Korea. The North agreed that the USG will not have to pay
the $100,000 legal fine assessed against Hunziker. Richardson
will arrive in Pyongyang on Monday, November 25, and depart with
Hunziker on November 26.

state Visi £ Chil

Today you invited Chilean President Frei to a State Visit on
February 26.
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