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THE WHITE HOUSE

WASHINGTON

May 6, 1994

Ms. Mourine DeFreitos

Smiths' Fancy

14 Crystal Crade

Saint Thomas, Virgin Islands 00807

Dear Mourine: *

Thank you so much for taking the time to write. I have
been touched by the many letters of encouragement and advice
I've received from people who, like you, care deeply about
the future of our country and the world.

In this season of American renewal, we all must take more
responsibility for ourselves, our families, our communities,
and our country. Together, we can change America.

Sincerely,
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Lreaident of the United States. O behalf of everyone here, 9 thank youw and

Jincerely,
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THE EMBASSY OF THE PEOPLE’'S REPUBLIC OF CHINA

2300 Connecticut Avenue, N.W.
Washington, D.C. 20008

CE 165/97

The Embassy of the People’s Republic of China in the United
States of America presents its compliments to the Department of State
of the United States of America and has the honour to forward to the
latter for transmission, the autographic 1998 New Year’s Greeting
Cards from Vice President Rong Yiren of the People’s Republic of
China respectively to President William Jefferson Clinton and Vice
President Albert Gore, Jr. of the United States of America.

The Embassy of the People’s Republic of China in the United
States of America avails itself of this opportunity to renew to the U.S.
Department of State the assurances of its highest consideration.

December 19, 1997
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SECRETARY OF LABOR
WASHINGTON

YHE PHrsting s
[ 2-24-97]

December 19, 1997

MEMORANDUM FOR THE PRESIDENT
FROM: ALEXIS M. HERMAN i&:g / [4//
SUBJECT: FAST TRACK AND LABOR ISSUES

In preparation for the resumption of our effort on fast track authority, I wanted to give
you my thoughts on the “labor” issues, and our suggestions on how we might move forward. In
my view, opponents of fast track were successfully tapping into at least two concerns: (1) that
those workers and communities negatively impacted by trade aren’t being helped sufficiently;
and (2) that trade agreements permit U.S. companies to relocate production abroad to take
advantage of poor labor conditions (and low wages). The second round of the fast track debate
creates an opportunity to tell positive stories about the Administration’s record on dealing with
worker dislocation, engaging other countries on labor standards issues, and highlighting more
clearly the positive impacts of trade.

TRADE AND JOB ANXIETY

Despite very low unemployment, workers remain deeply anxious about potential
displacement due to international trade (and other factors that get interpreted as international
trade or globalization). Reinforcing this impression, there is a disproportionate impact from
trade competition on those with lower levels of skills. These concerns were reflected repeatedly
in the congressional fast track debate. The following charts depict aspects of that anxiety. Of
particular note is Chart 7 which underscores why the UAW and Mine Workers unions were the
most vocal opponents.

Perceptions

. A Washington Post poll conducted in the summer of 1996 found 72% of non-college
graduate workers think the economy is not doing better than it is because companies are
sending jobs overseas, while only 6% of economists think this is true (see Chart 1). And
a Yankelovich poll (February 1996) found that 51% of Americans thought trade
agreements were mostly bad for U.S. workers, but 58% thought they were mostly good
for U.S. companies (see Chart 2).

WORKING TO IMPROVE THE LIVES OF AMERICA'S WORKING FAMILIES



Economic Reality

. To some extent, the anxiety is rooted in the wage stagnation and growing income
inequality of recent decades, which also gets attributed to international trade -- although
other factors may be more important. College graduates went from making 29% more
than high school graduates in 1979 to 69% more in 1996. For male high school dropouts
the real median weekly earnings fell 30%, and for high school graduates by 18% for that
same period (see Chart 3).

. It is lower-skilled workers, often in high-paying production jobs, who are more likely to
suffer the negative impacts of trade competition. (see Chart 4). The Economic Policy
Institute released a report in September that found job loss impacts from trade
competition are disproportionately higher for those with a high school education or less,
and lower for those with more education (see Chart 5).

. Displaced workers typically suffer permanent earnings losses of 15 to 25 percent, and the
losses are even greater for less educated or unionized workers in such sectors as primary
metals, mining, transportation equipment and automobiles (see Chart 6).

The Debate Was Framed by Opponents

. Although many factors help to explain these trends, opponents of fast track have
succeeded in portraying trade -- and NAFTA specifically -- as the most important causes.
Opponents of fast track also argued that the Administration has done too little to counter
the negative impacts of our expanded economic relationship with Mexico, particularly in
border communities and sensitive sectors such as apparel and transportation equipment.
The tools put in place to address these concerns, such as the NADBank, NAFTA trade
adjustment assistance and the labor and environmental side agreements, are also criticized
as inadequately implemented or flawed in design.

During October we did develop additional initiatives and made further commitments to
respond to many of the concerns expressed, but in some ways it was perceived as too
little, and too late. Confidence in these commitments was also weak because they were
made in the context of minds having already been made up, skepticism based upon a
sense that the Administration “wasn’t in touch,” and after bad memories of being
promised NADBank, but seeing it largely inactive.

Reframing the Debate

. Having the Administration placed in this position was unfortunate given our strong
record on programs to empower all workers to benefit in the new economy. Going
forward, I believe we should confine ourselves to three basic themes where I think we

have a much better story to tell than was able to get through and which involve central
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points used against fast track authority.

These relate to (1) our record with dislocated workers and increased commitment to do
more, i.e.: community adjustment assistance; (2) tools to support lifelong learning,
including out-of-school youth initiatives; and (3) our international labor standards
agenda.

DISLOCATED WORKER PROGRAMS

In arguing for new trade agreements, it is most difficult to deal with the economic pain
and anxiety of workers who lose their jobs to international competition or who believe they
might. While we can’t argue that no workers will ever lose their jobs because of trade
liberalization, we should be able to argue that those adversely affected are not left in the cold and
that this Administration has a strong record of assisting workers manage the tough transition to
get new jobs -- “manage the change.”

Dislocated workers are not left out in the cold.

. Title III of the Job Training Partnership Act (JTPA). One clear statement in this
regard is the Administration’s commitment to triple the funds provided to assist
dislocated workers get reemployed and retrained. The Department of Labor’s JTPA
dislocated worker program now serves some 500,000 -- which we estimate to be less than
twenty-five percent of workers dislocated each year. Moreover, of the workers who
completed their training last year, States report nearly three quarters of them were
reemployed at an average of 94% of their previous wage when surveyed 13 weeks after
leaving the program. Indeed, we have a rather compelling series of visual success stories
that we could put forward to illustrate our case.

Improvements are still needed. The Department is currently undertaking administrative
actions to improve assistance under Title III, including --

> enhanced early intervention through rapid response assistance for all workers
being dislocated as a result of a plant closure or substantial layoff -- regardless of
the reason for the layoff, such as trade impacted layoffs, to provide information to
workers regarding all types of community services available to assist in the
adjustment process;

> targeted assistance for secondary workers (those workers who are employed by
supplier firms to directly affected trade dislocations but who are not eligible for
trade benefits) and to reaffirm the Secretary’s commitment to serve those workers;

. Trade Adjustment Assistance (TAA) and TAA-NAFTA programs. Incorporating the
same commitments as stated above for dislocated workers.



. Community Adjustment Assistance. Enhanced readjustment and rapid response
assistance through linkage with economic development initiatives in local communities
(Base Closure Model).

LIFELONG LEARNING

To pursue lifelong learning goals, the Administration also makes available several other
tools for many workers who want to return to school. These give many more working
Americans the financial means to go back to school if they want to choose a new career or
upgrade their skills. We need to emphasize the tools related to this issue.

. Student financial aid includes Pell Grants and student loans. Eligible low-wage workers
can apply for Pell Grants to cover tuition and related education expenses, and any
qualified worker can seek direct loans, enabling them to invest in themselves with
repayment based on their ability to pay.

. New tax benefits include:

. Through the “Hope Scholarship” Tax Credit, students enrolling in college or
vocational school will receive a 100 percent tax credit for their first $1,000 of
tuition and required fees, and a 50 percent tax credit on the second $1,000.

. The Lifetime Learning Tax Credit is targeted to adults who want to go back to
school, change careers, or take a course or two to upgrade their skills (and to
college juniors, seniors, graduate and professional degree students).

. The new tax law extends Section 127 of the tax code for three years, allowing
workers to exclude up to $5,250 of employer-provided education benefits from
their income.

. * Out of school youth initiative. Invest in young people so that they are able to take
advantage of new jobs created by trade.

INTERNATIONAL LABOR STANDARDS

Another much debated area was the Administration’s record on assuring that we do more
to protect labor (and environmental) standards as we engage in the global economic process. In
fact, this Administration has done more than any in history to bring the labor standards agenda
into the trade integration process.



. NAFTA labor issues. The NAFTA labor agreement set an important precedent of linking
labor standards to a trade agreement. Despite the criticisms of the agreement made
during the recent debate, we have a good record on using the agreement to press Mexico
to move forward on a number of labor issues, and as a vehicle to consider public
complaints alleging Mexican labor law violations. And although we can’t oversell its
success, it has arguably contributed to reinforcing the trends towards democratization in
Mexico, including union democratization. Independent Mexican unions and human
rights groups have brought cases to the DOL under the agreement. We certainly have
frustrations with the amount of progress that has been made with Mexico on labor issues,
but can tell a positive story for the NAFTA labor agreement.

. Building international consensus on labor standards. Moreover, since 1993, the
Administration has taken the lead in developing an international consensus that a group
of core labor standards (freedom of association, the right of collective bargaining,
prohibitions on forced labor and exploitative child labor, and non-discrimination in
employment) are not dependent upon a country’s level of economic development -- and
should be applied by all countries.

We have also taken several other labor standards initiatives that complement each other:
(1) brought the relationship between trade and labor standards to the WTO, the OECD
and the ILO; (2) pressed to have labor issues considered in the Hemispheric integration
process; (3) encouraged better labor standards internationally through the Apparel
Industry Partnership; and (4) worked hard to raise the issue of child labor exploitation
around the world.

Although it can always be argued that we could do more -- and we ought still consider
ways of how we could do more -- our record is stronger on labor standards (including the linkage
of labor standards and trade) than was generally recognized during the fast track debate.

NEXT STEPS

In order to build support for a renewed fast track effort, we believe that it would be useful
for DOL, in conjunction with White House Legislative Affairs, to begin immediately after the
new year to build a congressional outreach strategy to make the case on what has been done and
what is being done in terms of worker assistance and international labor standards. I have talked
with several Members who still believe we were engaged in “rhetoric for the moment,” but not a
planned, serious commitment. We will need to state our message on worker issues repeatedly if
we are going to succeed in making some incremental progress in the weeks ahead. The sooner
we begin the better our chances for some level of success.

There are also several media strategies than can be used to balance the negative stories
about trade impacts by highlighting positive stories such as workers getting new jobs in export-
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oriented facilities, new openings of plants to produce products for export, and the Department’s
response to plant closings.

Generating Positive Trade Stories

. The human face of export jobs. Press coverage of trade impacts has focused on painful
and personal stories of job losers. The positive story of trade-related job growth has been
left to the experts to discuss using impersonal statistical data. As a result, the positive
story does not resonate as being relevant to real people in real jobs. If we want to balance
the debate effectively, workers in new export jobs must become familiar characters.

. Plant openings. We should create press coverage of export-oriented or other plant
openings to highlight newly created jobs and focus on the individuals who now have new
jobs, including those who received training to help them quality for the new jobs.

. Successful transition into new jobs. We should also highlight success stories of workers

who successfully move through training programs into new sustainable jobs.

We have had a good internal follow-up discussion, primarily through the NEC process, where
I’ve shared some of these thoughts. But since you asked me for my thoughts, I wanted to give
you the benefit of my thinking in writing.

Attachments



Chart 1. Public Perception on the Economy
Differs Markedly From Economists'

Non-College College  Economists
Grads Grads

Trade Agreements between the
U.S. and other Countries are:

Good for the economy 50% 71% 89%

Won't make much 16% 9% 6%

difference

Bad for the economy 32% 17% 3%
The Economy is not doing 72% 53% 6%

better than it is because

companies are sending jobs
overseas

Source: Summer 1996 Washington Post/Kaiser/Harvard Survey in Robert J. Blendon et al's "Bridging  the
Gap Between the Public's and Economist's views on the Economy," 1997 JEP Volume 11, Number 3.

Columns may not sum to 100 percent because of rounding error and because "no opinion" responses of 4
percent or less are not reported.



Chart 2. Public Perception of Free Trade

Agreements

Do you think free trade agreements like NAFTA and GATT are mostly

good or most bad for each of the following?

Company's  Consumers Workers

Mostly Good 58% 45% 31%
Mostly Bad 230 35%, 51%
Not Sure 19%, 20% 18%

Source: Yankelovich Parners Poll of adult populations, February 1996.
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57%

15%

28%



Chart 3. Real Median Weekly Earnings
by Education
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Source: Bureau of Labor Statistics, 1979 - 1996 Annual Averages



Chart 4. Employment Impacts from Trade --
EPI Estimates of Job Loss by Earnings

50%

B8 Share of Labor Force
B Share of Job Losses

40%

30%
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10% |

0%
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Source: Data from the Economic Policy Institute's Issue Brief # 120, September 1997.



Chart 5. Employment Impacts from Trade --
EPI Estimates of Job Loss by Education
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B Share of Labor Force
B Share of Job Losses

30%

20%

10% |-

0%
Lessthan HS  High School Some College College

Source: Data from the Economic Policy Institute's Issue Brief # 120, September 1997.



Chart 6. Displacement Rates Highest
During the Recessions of 1980's & 1990's

Displacement rate
7.0

6.0 |

5.0 |

4.0 |

3.0

1.0 | - I - -
0.0 - -

1981-83 1983-85 1985-87 1987-89 1989-91 1991-93 1993-95

Source: Bureau of Labor Statistics, CPS Displaced Worker, Job Tenure, and Occupational Supplement.
Note that displaced workers are persons 20 years and older with three or more years of tenure who lost or
left jobs because their plant or company closed or moved, there was insufficient work for them to do, or
their positions or shifts were abolished.



Chart 7. Reemployment Wages of
Displaced Workers

3800 B Median Weekly Earnings on Lost Job
$700
$600
$500
$400 i l I
$200 |
$0
Primary Other Transportation Finance, insurance Professional
Metals Equipment and Real Estate Services professional
Total Mining RGOl Electrical and Photographic
Machinery Equipment

Source: 1994 Displaced Worker Survey, Bureau of Labor Statistics. Earnings data is for workers who
lost full-time wage & salary jobs between January 1991 & December 1993 and who had a new job in
February 1994.
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BUILDING A LEGACY

built a legacy of achievement, a record that could

earn him a place in the upper tiers of American chief
executives. But as the recent setback on fast-track legisla-
tion demonstrates, as impressive as his record is, his ac-
complishments are reversible, and it is early yet to cast
his legacy in stone. Looking forward, we believe the
route to securing his place in history as a truly transfor-
mative figure leads to four major challenges: equipping
Americans to succeed in the new economy; building a
world-class public education system; breaking the cycle
of inner-city poverty; and modernizing the entitlements.

Our inventory of the President’s key achievements to
date includes:

¢ presiding over a remarkable economic turnaround:
an era of low-inflation, low-unemployment, and low-in-
terest-rate growth, capped by rising real incomes;

¢+ restoring U.S. leadership in the global economy
through trade negotiations that have opened major new
markets for our goods and services;

+ reversing three decades of rising federal budget
deficits, culminating in the historic 1997 balanced bud-
get agreement;

+ signing legislation ending the old, discredited wel-
fare system and fighting to replace it with an employ-
ment system that brings poor Americans into the social
and economic mainstream;

+ helping to reduce violent crime through his advoca-
cy of community policing, tougher sentencing, and com-
mon-sense gun control;

¢ launching a “reinventing government” initiative
that has reduced the federal bureaucracy to its smallest
size since the Kennedy administration; and

+ creating a national service program that addresses
entrenched social problems, helps young people pay for
college, and revives the civic ethic of mutual obligation.

With these accomplishments, the President has begun
—and we emphasize begun, because the fight is far from
finished—to transform the Democratic Party from a frac-
tious coalition of special interests united around the de-
fense of big government into a credible agent of national
purpose that is open to new ideas and aligned with the
values and aspirations of most Americans.

It is an impressive foundation for a successful presi-

Five years into his presidency, Bill Clinton has already

dency. But the ground beneath it is unstable. Many of the
President’s accomplishments depend on continued
strong economic growth, and a recession is possible.
Powerful forces in our own party, not to mention the Re-
publican Party, would welcome the chance to reverse his
reforms. And society is changing at hyper speed today; if
the President fails to adapt his presidency to new reali-
ties, his past achievements may crumble to dust soon
after he leaves office.

President Clinton cannot be content to be a Demo-
cratic Ronald Reagan, launching a few key policy initia-
tives and then resting on his laurels for most of his
second term. That is why we believe the way to secure
his place in history is to tackle four big challenges:

¢ Equipping Americans to succeed in the new economy.
The President’s economic strategy rests on three pillars:
restoring fiscal discipline and stability, creating jobs by
opening new markets, and investing in the skills of our
people. Today’s fierce debate over trade expansion has
made that third pillar especially salient.

The President should stand squarely for an approach
that equips Americans to manage the risks of economic
globalization and take control of their own economic
lives. He has backed the Democratic Leadership Coun-
cil’s call for a “new social compact” that “expands the
winner'’s circle” of Americans prepared to benefit from
expanded trade and increased competition. But the right
message must be followed up with the right policies.

The President should intensify his push for genuine
education reform, as we elaborate below. He also should:
revive his plan to create a GI Bill of Rights for Workers
that would replace federal training programs with
vouchers and build a competitive market of public and
private training resources that Americans could tap as
they need; fight Republican opposition to a system of
portable pension and health benefits that would make
changing jobs less risky; and seek legislation that would
require firms to offer tax-preferred performance bonuses
and education benefits to all workers, not just top execu-
tives.

¢ Building a world-class public education system. The
President has said time and again that providing all chil-
dren with a world-class education is the overriding goal
of his second term.

NOVEMBER/DECEMBER 1997



Given the education establishment’s influence in the
Democratic Party, he deserves high marks for his efforts
to make public school choice and national student stan-
dards and testing Democratic orthodoxy.

Americans, however, are losing patience with the
glacial pace of public school reform, and more than half
now say they back Republican calls for unrestricted pri-
vate school vouchers. It is also worth noting that the
President’s moves to expand access to higher education
will be for naught if incoming freshmen are unprepared
for college. To blunt the pro-voucher trend and fulfill the
promise of his higher-education initiatives, the President
should aggressively promote his own formula of high
common standards and choice in public schools. He
should explicitly endorse using the new national tests to
end social promotion, and should issue this counter-chal-
lenge to voucher proponents: If a private school wants
taxpayer dollars, it should agree to make itself account-
able to the public for student performance as measured
by national tests.

¢ Breaking the cycle of inner-city poverty. The President
leads a party with a bedrock commitment to equal op-
portunity and upward mobility for all Americans. It un-
doubtedly disturbs him that the one blot on his superb
economic record is the stubborn persistence of poverty,
social pathology, and dependence on government in the
inner cities. Beginning the transformation of welfare into
an employment system was a courageous reversal of his
party’s old course. But given the entrenched nature of
inner-city poverty, Clinton’s welfare reform and related
empowerment initiatives are little more than a turn in
the right direction.

The time is ripe and the conditions are almost ideal
for the President to propose the first coherent national
urban strategy since the Johnson administration. The
economy is strong. Business and civic leaders are grow-
ing more aware of the role that urban cores and inner-
ring suburbs can play in vibrant regional economies.
There is a new, bipartisan breed of big city mayors who
have abandoned the old politics of dependence on feder-
al largesse and are accepting responsibility for showing
results. Even congressional Republicans are beginning to
accept that there is an essential national role in revitaliz-
ing urban economies.

The President’s welfare reform legacy may well de-
pend on an urban policy breakthrough. The same can be
said of his desire to achieve national racial reconciliation.
The President can and should make urban empower-
ment a “third way” alternative to either elimination or
continuation of racial preferences and other group enti-
tlements in American life.

¢ Modernizing the entitlements. Social Security .and
Medicare reform is long overdue. If we are to maintain
the basic New Deal/Great Society promise of economic
and medical security in retirement, we must adjust these
signal Democratic Party achievements to reflect modern
realities: longer life spans and working careers, changing

THE NEW DEMOCRAT

family structures, actual retiree needs, the regressiveness
of payroll taxes, and Americans’ increased willingness
to manage their own assets.

Today’s entitlement system directly threatens the Presi-
dent’s fiscal and economic legacy. If we do not reform the
system to account for the coming retirement of the baby
boom generation, the President’s successor will be forced
to choose between a return to massive federal budget
deficits or devastating cuts in non-entitlement spending—
either of which would strangle the private and public in-
vestments needed to sustain economic growth.

If the President moves forward on this four-part
agenda, he can consolidate his policy achievements and
simultaneously advance his other historic project: the
modernization of the Democratic Party. A new social
compact would build a bridge between those in the
party who embrace the new economy and those who
fear it. Radical improvements in public education would
both broaden the new economy’s winners circle and
help restore public trust in government. Breaking the
cycle of inner-city poverty would help realize the long-
standing New Democrat objective of uniting those strug-
gling to stay in the middle class with those struggling to
get there. And reforming the entitlements would consti-
tute a decisive victory over those who want to take the
party back to its days as a gaggle of interest groups de-
fending the old government programs.

The political and policy mountains the President has
climbed have brought him to a peak where higher moun-
tains now loom. As the title of his 1996 book suggests, his
legacy remains poised between hope and history.

Environmental Insurance

Clinton’s Laudable Global Warming Plan
Can Be Made Even Better

In early December, world leaders will meet in Kyoto,

Japan, to hammer out a treaty to slow the build-up of

greenhouse gases that appear to be contributing to
global warming and other climate changes. New Democ-
rats should view the summit as an opportunity to rede-
fine environmentalism as the marriage of social respon-
sibility to sustained economic growth here and abroad.

As the world’s largest source of greenhouse gases, a
byproduct of the fossil fuels that power our economy, the
United States has a huge stake in the outcome of the
Kyoto talks. After months of internal debate in his ad-
ministration, President Clinton last month finally an-
nounced the U.S. negotiating position. He recommended
reducing U.S. emissions to 1990 levels by no later than
2012, creating an emissions trading market to drive
down the cost of reductions, using tax incentives to spur
energy efficiency, and continuing scientific research.

Continued on page 34
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THE CLINTON LEGACY TODAY

Five Assessments of His Presidency After Five Years

Editor’s note: With the Clinton presidency nearly five years
old, it is not too soon to ask, “What is his legacy?” Even the
President’s detractors concede he is a master politician. But
surely, Clinton can claim ample substantive achievements as
well, from national service to the booming economy. The edi-
tors argue on page 6 that three achievements stand out: his
management of the economy and fiscal affairs, the transforma-
tion of welfare into an employment system, and the way he has
changed public opinion about Democrats. We put the same
question to five authors, and their responses follow.

The Three Big Gambles

By PauL STARR

speculating on a president’s place in history before

his second term is halfway over is a dangerous busi-
ness. One hopes there are no surprise endings. In this
case, early assessment has at least a partial rationale:
With the budget agreement in place, President Clinton
has foreclosed major shifts in spending priorities. Unless
a storm hits (and there are hurricanes offshore), his ship
seems locked on course, with almost all the big choices
made.

Three of Clinton’s policy choices so far seem likely to
leave a lasting impact. Each one involved great political
risk and exposed deep divisions among the President’s
advisers. Think of them as Clinton’s three big gambles in
national policy: his first budget, his health plan, and his
decision to sign the 1996 welfare legislation.

The 1993 budget showed the characteristic Clinton
progressive-conservative mix, and in the fullness of four
years it looks like an unmitigated success. It was pro-
gressive because it increased both the Earned Income
Tax Credit and the tax rate on the highest bracket, and it
was conservative because it began to wring out the
structural deficit left from the Reagan-Bush years.
Republicans predicted economic disaster would follow

I ike writing reviews before the curtain comes down,

when it passed over their opposition. The boom since
then is, of course, not wholly the product of those tax
and spending decisions. But as Clinton would have been
blamed for a recession, he deserves a large share of the
credit for the return to both solvency and sustained pros-
perity. And he did it without big tax cuts or, for that mat-
ter, a big public investment package.

While none of us knows how long prosperity will
last, it has already had a striking effect. Compared to the
anxieties about economic and moral decline a few years
ago, America now shows an astonishing self-assurance.
That is a legacy of some importance for the country—
and for the Democratic Party. During the 20th century,
there has not yet been a two-term Democratic presiden-
cy of uninterrupted peace and prosperity. I am holding
my breath.

Clinton’s second gamble, the health plan, was also
conceived as a progressive-conservative mix: progres-
sive in seeking universal coverage; conservative in its
cost controls and reliance on competing private health
plans. But the mix didn’t satisfy or convince its critics.
The gamble failed, and when reform collapsed in
September 1994, Clinton was silent, failing to take re-
sponsibility for the debacle or to give meaning to it.
What remains is a negative political legacy: a general-
ized self-doubt among Democrats and skittishness about
any substantial plan for public remedy.

The third gamble, Clinton’s decision to sign the 1996
welfare legislation, has proved more salutary than its
critics expected. But the ultimate legacy is less clear.
Today, states are receiving more federal money than they
would have if no bill had been adopted. Their own bud-
gets are flush thanks to the economy, unemployment is
low, and because time limits have not yet kicked in, none
of the hard decisions about welfare have yet been faced.
Nor has much been done about the stagnant wages and
negligible benefits of the jobs available to the poor.
Nonetheless, welfare reform has thus far given policy a
positive jolt: more constructive effort to get jobs for the
poor and to improve their lives than in a long while.

Each of these gambles required Clinton to personally
override discordant voices in his government. Thus they
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show most clearly his stamp on the nation—his distinc-
tive effort to combine both left and right to break out of
traditional patterns. But this in itself is not new: Both
Franklin D. Roosevelt and John F. Kennedy combined
progressive and conservative elements and upset the left
as well as the right in their day. Their liberalism was
never as one-dimensional as it is now sometimes made
out to be. What is so different about Clinton is not the
spirit of his enterprise—certainly not in 1993-94—but
rather the political context since he lost the Congress and
has had to share national leadership with the Republican
Congress. He lost his footing, then regained it, but has
never taken full control of the agenda. Some of his great-
est accomplishments are the things he has prevented—
like the sundry right-wing amendments to the Con-
stitution not adopted, thankfully, at least not yet.
Against the backdrop of American history, Clinton’s
legacy may seem modest. But no president today can
hope to measure up if the standard is, say, Jefferson and
the Louisiana Purchase or Roosevelt and the New Deal.
Clinton will see his name carved into few granite corner-
stones because few are being laid. We are not in a nation-
building or institution-building era. But unlike the
Republicans, neither are we likely to discard most of the
national government that we have built this century. If
Clinton finishes eight years in office with America as
buoyant as it is now, this presidency will be counted as a
success. And though I would have liked to see more
done, more will be done only if Americans believe that
their leaders and their government can succeed. The re-
newal of that confidence will be a great legacy indeed. ¢

Paul Starr is a professor of sociology at Princeton University
and co-editor of The American Prospect.

The Jobs President

BY SEYMOUR MARTIN LIPSET

Bill Clinton today and how they think he will
rank in history. The surveys suggest that the pub-
lic makes sophisticated judgments.

Most Americans believe Clinton has been a good
President. Almost all polls report that from 55 percent to
60 percent approve of his record. The surveys indicate
that Clinton is basking in the glow of good times. And
economic conditions have been excellent during the past
three years. The leaner, meaner American economy has
moved from downsizing to near full employment. Most
incredible of all, it has done this without wage and price
inflation. Most people are now optimistic about their
own and their children’s future.

At the same time, the public is aware of the various

Opinion polls indicate clearly how Americans view
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Clinton will see his name carved into
few granite cornerstones because few
are being laid. We are not in a nation-

building or institution-building era.

allegations concerning Clinton’s personal life, past busi-
ness affairs, and campaign financing activities. They do
not like what they read, hear, and see in the media; the
mud is sticking. A national survey by Yankelovich
Partners in early June asked whether Clinton will be re-
membered in 25 years for “his accomplishments as
President” or for “controversies over his personal life
and financial dealings.” Only 28 percent cited his accom-
plishments while almost two-thirds cited the controver-
sies. Three-quarters of Republicans and of independents
gave the latter response, as did 51 percent of Democrats.
Only two-fifths of Clinton'’s fellow partisans predicted
that history will remember his accomplishments.

Yankelovich followed up that either-or question with
a broader one that asked respondents to select the one
thing Clinton would be remembered for most: the con-
troversies or one of five policy initiatives such as health
care reform or deficit reduction. Almost half, 48 percent,
continued to cite the President’s personal life and finan-
cial dealings.

These numbers, of course, can and will change. An
economic downturn, which is far from impossible,
would probably reduce the number impressed by
Clinton’s accomplishments. Since the electorate does not
feel very positive about him personally, he would not
have a strong base of support to prevent a downswing in
his approval ratings if the economy should sour. On the
other hand, the media-driven fixation on his alleged
misbehavior may fade away in the absence of a smoking
gun.

Charges of immorality and malfeasance have tar-
nished the images of many politicians, Republican and
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To be remembered as the president

who put America back to work is a

legacy worth promoting,

Democratic alike. Sad as it may sound, the President is
helped by an increasingly cynical view, which sees his
alleged behavior as typical of all elected officials. If all
politicians are crooked and we have to live with them,
the prevailing wisdom goes, we can only hope they will
at least be competent. Clinton passes that test. And that
appears to suit him just fine; in discussing campaign fi-
nances, for example, he argues that his party’s activities
were no worse than the Republicans’.

The President can and should try to improve the
image he will have in history. He obviously wants to, but
he has not been playing his strongest suit: job creation.
Since Clinton took office in 1993, the American economy
has added 13 million jobs, immensely more than the
European Community and Japan, which had almost no
job growth during this period. To be remembered as the
president who put America back to work is a legacy
worth promoting.

Clinton, however, has been hampered in his efforts to
emphasize this positive aspect of his presidency. The
reason, in part, is that there were so many in the first ad-
ministration, led by former Labor Secretary Robert
Reich, who constantly focused on downsizing and the
widening of the income gap. Without elaborating, it
should be noted that the growing income gap is a prod-
uct of a changing economy and segmented job demand,
now as j trial Revolution.
In other words, it is a product of what in the Tong run
(and possibly even in the short run) is positive economic
news. Clinton is presiding over an economy that is creat-
ing gradual but steady growth in well-paid, higher sta-
tus positions. He should claim and receive credit for this
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development. As the economy changes, coal miners,
printers, auto and steel workers, and others whose skills
are in: less demand are inevitably being downsized.
Unions cannot relieve their plight. But Clinton’s govern-
ment can try, through job retraining and other initiatives,
as Will Marshall points out elsewhere in this issue (see
page 16).

Finally, I would note that Clinton’s greatest legacy
may well be the kind of Democratic Party he leaves be-
hind. In Britain, Prime Minister Tony Blair understands
the need to concentrate on party reform, to make sure
that the Labour Party he leads will continue to be a cen-
ter-left party committed to free markets and compas-
sionate welfare policies. He has worked to reduce the
influence of the socialists and leftist unions in his party
who would preserve or extend statist policies.

The same elements are strong among American
Democrats. Tom Hayden and Ruth Messinger, the re-
cently defeated Democratic mayoral candidates in Los
Angeles and New York, respectively, typify this mind-
set. John Sweeney, the president of the AFL-CIO, is a
member of the Democratic Socialists of America, and his
secretary-treasurer, Richard Trumka, is to the left of him
politically. Although he cannot run again, Clinton has to
make sure that the Democratic Party remains true to his
centrist line. If he does, the party will win elections. ¢

Seymour Martin Lipset is the senior scholar at the
Progressive Policy Institute.

Believer in the Power of Work

BY JouN O. NORQUIST

board for our local Goodwill organization. Its message
is simple and cléar: “Believe in the power of work.”
When I think of President Clinton’s accomplishments
in the area of welfare, the word that first comes to my
mind is not “welfare,” but “work.” Like the people who
run Goodwill, Cli ' i work.
From his first day in office, he’s had the courage to treat
the poor who are able to work as workers. And he’s
made that belief the cornerstone of his domestic policy.
Viewing the able-bodied poor as workers is a public
policy sea change. When Clinton and others who came
of age in the 1960s entered politics, work was commonly
viewed as an option. If able-bodied parents declared
themselves to be out of the labor force, most policymak-
ers thought it was perfectly fine for them to live off tax
dollars extracted from those who worked for a living.
But as Franklin D. Roosevelt understood, it is morally,
economically, and politically wrong to treat adults who

I f you come to Milwaukee, you're liable to see a bill-
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can work as dependents of the state. FDR is often credit-
ed with creating the federal welfare system. In fact, he
inherited it from Herbert Hoover, hated it, and replaced
it with a work-based system not once but twice—in 1933
with the Civil Works Administration and in 1935 with
the better known Works Progress Administration.
Roosevelt directed Harry Hopkins to transfer the mil-
lions of able-bodied adults who were enrolled in federal-
ly funded “relief” programs into subsidized jobs—real
jobs that paid a real wage and did useful work for the
nation.

By the mid-1980s, more and more Democrats had
come to re-learn the lesson that welfare is a prison for
the able-bodied poor. Clinton has now translated that vi-
sion into reality. Many have criticized him for signing
the Republican-authored bill that repealed Aid to
Families with Dependent Children and replaced it with
Temporary Assistance to Needy Families. I will not
argue that political expediency had nothing to do with
it. But I am convinced that Clinton’s prime motive was
his deep personal conviction, drawn from his party’s
rich history and his experience in politics, that the able-
bodied poor must be treated like workers if we are ever
to help them escape poverty.

The same conviction led him to obtain a huge expan-
sion of the Earned Income Tax Credit, to increase fund-
ing for Head Start, to promote national health insurance
(which died in Congress), and to press for a new health
program for low-income kids (which Congress passed).
Whatever his political calculations, in the end the
President signed the welfare bill because he believed it
would give the poor a much better chance of getting the
jobs, the earnings, the child care, and the health care they
need to give their families a decent life.

As he prepares to enter his sixth year in office, the
President’s legacy to the nation is not the elimination of
“welfare as we know it” but the rebirth of a powerful set
of beliefs: that th orkers, that work should be
rewarded, and that helping the unemploved escape
pexerty through work is one of the essential missions of
government.

To solidify this legacy in his remaining time in office,

linton now must challenge the states to make wise use
of the new tools they have been given. The new welfare
law is open-ended. It allows states, if they are perverted
enough, to recreate much of the old welfare system: to

ive the poor grants instead of jobs, to obstruct work
rather than reward it, and to subject participants to the
arbitrary rules of a massive bureaucracy rather than con-
nect them to the discipline of the job market.

But the new welfare law, in tandem with the EITC
and expanded child care and health care funding, also
gives states the freedom they need to create truly effec-
tive work-based systems. They are now free to treat
every able-bodied poor person as a worker who de-
serves a decent-paying job; to reduce barriers to employ-
ment and link the unemployed poor to the labor market;
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to support the working poor in their struggle; and to
keep bureaucracy to a minimum and use competition
and incentives to produce results.

It is now up to Clinton to use his bully pulpit to hold
states accountable—not just for reducing welfare case-
loads, but for connecting the poor to real jobs that lift
them out of poverty. ¢

John O. Norquist is the mayor of Milwaukee.

The American Gorbachev

By JAMES P. PINKERTON

clarified my career options, I began a new career as

a writer. Five years later, I'm still pleased with the
point I made in my first column, dated January 7, 1993,
comparing President-elect Bill Clinton to President-ex
Mikhail Gorbachev. “Like Gorbachev when he assumed
office,” I wrote, “Clinton knows that ‘new thinking’ is
necessary to solve the chronic problems he inherited.”
And yet I predicted that Clinton, like Gorbachev, would
be hard pressed to mediate between the desires of his
political base and the need for change.

Consider the Clinton record on education. Riffing on
a particularly lame promise of George Bush, candidate
Clinton pledged to be “the real education president.” No
doubt he thought he could charm the national education it
establishment into reform, just as he had done in"
Arkansas. Mindful that Gorbachev found it easier to
start a revolution from above than to control it on the
ground, I foresaw “a flurry of activity from the new
president—speeches, summits, programs.”

The problem for Clinton, as it was for Gorbachev, is
that public expectations are rising faster than the gpparaf
candeliver “Reinventing government” or not, the per-
fo ublic sector
and the streamlined private sector widens every da’y.
“Having raised hopes for change, [Clinton] will not be
able to keep up with the demand for change,” I wrote.
“The school choice movement, popular in inner cities
but loathed by the bureaucracy, will eventually spread
as parents of all classes, frustrated by failure, seek to
open up education to new ideas.”

True to the script, new polls show a dramatic rise in
public support for private-school vouchers, particularly
among African-Americans and other racial minorities. A
host of New Democrats, most notably Sen. Joseph 1.
Lieberman (D-Conn.) and former White House aide
William Galston, have endorsed vouchers for low-in-
come kids; The Washington Post’s editorial page has, too.
The education paradigm has shifted out from under
Clinton, and he has only himself to blame.

g fter the results of the 1992 presidential election




For all the positive change he has
unleashed, the stain on Clinton’s legacy
is that he always knew how to improve
the status quo. He just wasn't always

willing to say it out loud.

First, in contrast to Jimmy Carter two decades ago,
Clinton conspicuously sent his daughter to a private
| school. It was the profoundest possible commentary on
i the District of Columbia public schools, which spend
) more than $9,000 per pupil per year and can’t even keep
the roofs fixed, let alone provide a decent education. No
wonder a recent poll shows that 86 percent of black
adults in their prime childbearing years support school
vouchers: If private schools are best for the Clintons
(and the Gores), why not for their kids, too?

Second, after Dick Morris convinced him that tax
credits for higher education—public, private, or reli-
gious—would play in Peoria, Clinton embraced the
idea. Indeed, it helped him sweep suburbia in the 1996
election. But then Sen. Paul Coverdell (R-Ga.) had the
bright idea of extﬂding_&wmidﬂa_m%uca-
tion. When nobody was looking -Caverdell slipped tax

edits (vouchers by a di into last sum-
mer’s balanced budget deal. Clinton spiked the tax cred-
it with a last-minute veto threat, but he didn’t bother to
give a policy rationale for his threat. But then again, how
could he? The only difference between the college tax
credit and the K-12 tax credit is that the teachers unions
at present have the muscle to block the latter.
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While power may obviate persuasion at the national
level, there’s nothing Clinton can do to stop governors
such as Arne Carlson (R-Minn.) and Terry Branstad (R-
Iowa) from pushing the same tax credit idea through
their legislatures. And Clinton is undercut even more
when local Democrats such as Milwaukee Mayor John
Norquist spearhead full school choice.

Clinton’s third Gorby-like action was national testing.
His strongly held belief in tests obviously resonates with
the voters. But renegade Democrat Diane Ravitch has ar-
gued even more passionately for a stronger test-—no cal-
culators, no bilingualism, and test results tied to real
consequences (see article on page 14). Some sort of nation-
al test is likely to emerge. If that happens, the chasm be-
tween the performance of public and private schools
will stand out in even sharper relief. The education es-
tablishment, of course, will argue that the solution is
more money. But the pro-voucher arguments of African-
American Democrats such as Floyd Flake, who is resign-
ing his seat in the House to spend more time overseeing
his church’s private school in Queens, N.Y., will ring
louder than ever.

The irony is that Clinton once supported vouchers. In
1990, he wrote a letter on official gubernatorial sta-
tionery to Democratic State Rep. Polly Williams of
Milwaukee, who had been pushing vouchers through
the Wisconsin legislature. “I am fascinated by that pro-
posal,” Clinton wrote, adding, “I'm concerned that the
traditional Democratic Party establishment has not
given you more encouragement.”

That long-ago letter clarifies the difference that looms
largest between Clinton and Gorbachev, despite all their
similarities. Whereas the Russian was clueless about
what might replace the system he was dismantling,

( Clinton’s actions on behalf of Chelsea Clinton (Sidwell

Friends ‘97) suggest that he understands, for example,
that school choice is the best way to improve education.

So for all the positive change he has unleashed, the
stain on Clinton’s legacy is that he always knew how to
improve the status quo. He just wasn’t always willing to
say it out loud. ¢

James P. Pinkerton worked in the White House under
Presidents Ronald Reagan and George Bush. He is a colum-
nist for Newsday, a contributor to USA Today, and a lec-
turer at the Graduate School of Political Management at
George Washington University.
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Middle-Class Suitor

By ALaN WOLFE

entation of American politics. During his presiden-

cy, both major political parties rediscovered the
middle class. This observation may sound odd. A major-
ity of American voters are middle class, after all, and it
would seem obvious that Democrats and Republicans
would compete for their votes. Yet for decades the
Democrats appeared to avoid the middle class, appeal-
ing either to the very poor or to upper-middle-class sub-
urban liberals, while Republicans, even as late as the
Reagan administration, developed policies and images
that appealed to the very rich.

All that has changed. The Republicans have discov-
ered that they have to put forth at least some populist
ideas if they are ever to become a majority party. And
whether in the style of Patrick Buchanan or Newt
Gingrich, they have turned their backs on key elements
of Reaganism. Likewise, the Democrats have realized
that they must put their McGovernism to rest if they are
to succeed. By pulling his party more to the center,
where the middle class likes its political parties to be,
Clinton not only halted the emerging Republican majori-
ty but gave the Democrats a base from which to attempt
to recapture Congress.

For Clinton and the Democratic Party, welfare has
been the issue most crucial to bringing in the middle
class. Although middle-class Americans believe strongly
that all people are obliged to help the poor when they
are in trouble, they had increasingly come to see welfare
as a flawed method of fulfilling that moral duty. Welfare,
they believed, had evolved from a temporary program
to get people back on their feet into one that encouraged
permanent dependency. From the middle-class moral
perspective, it is wrong not to have control of one’s own
life. And a person on welfare by definition could not be
in control of his or her destiny. Whether Clinton was
right to sign the Republican-inspired welfare reform leg-
islation can still be debated. But what cannot be debated
is that there was a deep sense in the country that some-
thing, even something radical, had to be tried to reduce
welfare dependency.

Welfare, however, does not exhaust middle-class con-
cerns about morality. In a forthcoming book One Nation
After All, 1 report the results of interviews with 200 sub-
urban Americans from across the country about their
moral beliefs. Many respondents told me that to be mid-
dle class is to be suspicious of the extremes of great
poverty and great wealth. They also told me they believe
there is a form of upper-class dependency that parallels
welfare dependency and that is equally suspect. If a per-
son has sold his integrity and moral principles for cash,

Bill Clinton’s greatest legacy surely will be his reori-
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from the middle-class perspective that person is just as
unlikely to be his own person as a welfare dependent.

One of the most striking features of middle-class
morality is the degree to which ordinary Americans con-
sider politicians, especially those who are in debt to peo-
ple with deep pockets, to be in roughly the same
situation as welfare-takers or rich people who have sold
out their principles. If a politician is rich enough to af-
ford his own campaigns, he is not middle class by defin-
ition. Or, if he is middle class in origin, he must beg for
funds and in the process lose the sense of autonomy and
moral balance by which middle-class people believe
they lead their lives. Either way, Americans increasingly
think all politicians will not or cannot be middle class.
That is reason enough for them to dislike politicians in
general.

In their rush to create tax breaks and direct benefits
for luxury-box-owning tycoons, the Republicans, for all
their new-found populism, risk defying middle-class
morality. In fact, they are giving the Democrats an op-
portunity to solidify their hold on the middle class. One
way for Democrats to take advantage of this opening
would be to sponsor vigorous efforts at campaign fi-
nance reform, which would help diminish public cyni-
cism about the role of wealth in politics. Although
Clinton often calls for such efforts, he rarely does so with
conviction. By not taking on this fight, Clinton runs the
risk of leaving his legacy half complete.

Campaign finance reform does not register high in the
polls as a source of public concern. But people can re-
spond to pollsters out of cynicism as well as conviction.
My research convinces me that the<misyse of wealth and

ignifi i ase. As both parties
sell themselves to the highest and most self-interested
bidders to finance uninteresting, if not negative, cam-
paigns, the public turns down the volume. Democracy
can survive under such conditions, as can the Democrat-
ic Party. But few are proud and almost no one is inspired.

If ever an issue called out for the kind of leadership a
second-term president can provide, this is it. Campaign
finance reform presents complicated constitutional is-
sues, and politicians and their financiers will always find
loopholes in even the most carefully drawn laws. But
this ought not excuse the evasion of responsible leader-
ship. Middle-class Americans will not give enthusiastic
allegiance to a political system unless they are convinced
that its leaders share their moral code. As long as the
rich and powerful can blatantly buy legislation, the mid-
dle-class belief in moral balance, righted with respect to
welfare, will be capsized by political corruption—no
matter how legal and constitutional it may be. ¢

Alan Wolfe is a professor of sociology at Boston University.
His book, One Nation After All, will be published in early
winter 1998 by Viking.
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Four Ways the President Can Write His Own Page in History

Editor’s note: So little time, so much to do. Three years is pre-
cious little time on Washington's political clock, and some
would argue that a second-term president’s ability to effect
change evaporates rapidly after just one year. The authors of
the next four essays can only hope that is not the case with this
President. In their view, Clinton can burnish his legacy best
by tackling the major issues of the day. For TND'’s view, please
turn to the editorial on page 6.

Reshaping Public Education

By DiaANE RAVITCH

that he cares more about education policy than did

any of his predecessors. However, unless he launches
a sharp midcourse correction, he will leave a disappoint-
ing legacy—increased funding for the status quo with-
out systemic changes in the status quo.

The President’s 1992 campaign document Putting
People First proclaimed: “We have to work hard to see
that every American school has a challenging, rich cur-
riculum. . . . Too often our schools move people up the
ladder whether they study or not, graduate people
whether they know anything or not, and dump people
in the workforce whether they have real skills or not.
And that is wrong.” Among other things, candidates Bill
Clinton and Al Gore pledged to create “tough stan-
dards” and a “national examination system” to measure
progress toward meeting those standards.

The President has fallen far short of these goals. His
Goals 2000 program, which was supposed to prod the
states into establishing high standards and good tests by
the end of the century, was sorely compromised by con-
gressional Democrats before it was enacted in 1994.
Goals 2000 money was made available for a bevy of un-
related purposes. Stafgs also were barred from using
exags paid for with Goals 2000 funds for promtion, re-
tention, or any other purpose having consequences f for
students, which deprived the tests of any possible i mcen-
tive value. Republicans completed the program'’s evis-
ceration when they took control of Congress. Today,
Goals 2000 funds can be used for almost anything that
strikes the fancy of school officials.

I n his five years in office, President Clinton has shown
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National Standards and Tests

In his 1997 State of the Union address, President Clinton
announced his intention to establish voluntary national
tests for fourth-grade reading and eighth-grade mathe-
matics. This was a big step in the direction of the “na-
tional examination system” that candidate Clinton had
pledged. But then his administration proceeded to bun-
gle the initiative. Historic changes such as the introduc-
tion of national testing cannot succeed without a solid
base of political and popular support. But instead of
building that base, the President permitted the Educa-
tion Department to move precipitously and without con-
gressional authorization to develop the tests.

Predictably, this attempt to do an end-run around
Congress and create tests without bipartisan, indepen-
dent oversight ran into huge trouble. Members of
Congress who might have supported the tests had they
been consulted beforehand became opponents; critics
who claimed the tests were based on pedagogical fads
opened fire in the press. The House voted overwhelm-
ingly against funding the tests, and the Senate voted to
transfer their control to the National Assessment
Governing Board, which sets policy for federal tests now
administered to samples of students. The initiative’s fate
remained in doubt as this magazine went to press.

Even if the tests go forward, the idea of national test-
ing has been sorely damaged by the administration’s in-
eptitude. Only a handful of states and a dozen or so
big-city districts have agreed to participate; the contro-
versy has caused many to steer clear. It is possible that
the first administration of the tests may also be the last,
since the federal government intends to pay only for the
first round. At this point, it’s fair to say that the Clinton
administration has not yet created a solid foundation for
the “tough standards” and “national examination sys-
tem” promised in 1992.

School Choice and Higher Education

On the issue of school choice, the President can be right-
fully proud of his support for charter schools, which
now number nearly 800 and enroll more than 150,000
students in 23 states and the District of Columbia. The
competition created by these new independent public
schools has been healthy for public education.

Less admirable is the President’s adamant refusal to

NOVEMBER/DECEMBER 1997



permit states or localities to experiment with broader
forms of choice. In particular, he has resisted even limit-
ed programs in which low-income students in big urban
districts would get state scholarships to attend any ac-
credited school, be it public, private, or religious. The
President’s allies in the teachers unions appear to have
had the final word on this subject.

The President can claim credit for expanding access to
higher education, but here too is a missed opportunity.
He wants every student to complete not just high school,
but two years of college. To that end, he has won addi-
tional funds and tax breaks for both poor and middle-
class students. These moves, while immensely popular,
duck the critical problems of pre-collegiate education:
1muandadasc%rﬂgra¢mfhtion-

Expanding access to college without insisting that
students are adequately prepared is no accomplishment.
Already, 29 percent of college freshmen need remedial
education, and that percentage will only grow as the
doors to college open wider. Increasing the ranks of col-
lege students (now at an all-time high) is not the crucial
issue of our time; the crucial task is improving students’
skills before they enter college so that they are more like-
ly to stay on and graduate.

Establishing a Worthy Legacy

The President will get plaudits for other education initia-
tives—expanding schools’ access to the Internet, paying
for reading tutors, creating a national service program, to
name a few. But none is sufficient to fulfill his promise to
be the “real education president.” Without real changes
i nd accountability, the President will be re-
membered for leaving schools doing the very things that
he criticized in 1992—moving people up the ladder
whether they study or not, graduating people whether
they know anything or not, and dumping people into the
work force whether they have skills or not.

Bill Clinton knows more about education policy than
any of his predecessors, and he can still establish his
legacy as the education president. Here is what he needs
to do:

¢ The President should abandon the politically moti-
vated goal of having national tests in place by the time
he leaves office in 1999. He should declare that he wants
to lay the groundwork for a system that becomes a per-
manent part of American education. He must acknowl-
edge that this will take several years to do right, but that
doing it right is more important than doing it fast. He
should turn over test development to an independent

and bipartisan panel and pledge that no exams will be
given nationally until they have been field-tested . The

oal of national student testing is right; Americans need
better information about student performance based on
high standards. The President should take his case to the
public and build the broad, informed, bipartisan support
hat national testing needs.
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+ The President should insist that students who seek

federal grants and loans for higher education pass an ex-
ion. As Robert Samuelson has convincingly ar-

gued in The Washington Post, no one is entitled to federal
aid for college; to get it, students should have to demon-
strate college-readiness in reading, writing, and mathe-
matics. Such a test would have an enormously positive
effect on student behavior in high school. Today, stu-
dents can get federal grants and loans even without a
high school diploma. Making college aid available to
students who don’t work hard in high school undercuts
the efforts of high school teachers and principals. A fed-
eral aid test would stimulate students to take their stud-
ies more seriously and save hundreds of millions of
dollars in remedial costs now incurred unnecessarily by
colleges and universities.

¢ The President should immediately change the focus
of the federal Head Start preschool program for poor
children. At present, Head Start emphasizes social de-
velopment, which is important, but pays famtealittle at-
tention to cognitive_growth. This is a sadly wasted
opportunity. The federal government could go far to-
ward leveling the playing field for poor kids by provid-
ing them with a rich and intellectually stimulating
curriculum in their formative years.

¢ The Presadent should suggort choice, competition,

- . Just as American
higher education has gained a reputatlcm for excellence
because of its pluralism and diversity, American public
education will benefit if students and their families can
choose among a variety of schools that compete to meet
high standards. Single-sex education for adolescents, for
example, is one model that offers promise; so do charter
schools aimed at different constituencies; go do _pro-
gragasthat allow public/private choice for poor kids.

With his detailed knowledge of American education,
President Clinton could change the landscape dramati-
cally for the better. Now that he no longer must worry
about re-election, he is free to push hard for what is in
children’s best interest. He knows third-rate schooling
jeopardizes their future. He knows that access to educa-
tion is a good thing, but that access to high-quality
schooling is far better.

President Clinton has done much to strengthen the
existing system. But that is not enough. He has levers at
hand to change it in important ways. If he uses those
levers, he will be remembered as the President who re-
shaped American education for the 21st century. ¢

Diane Ravitch is a senior fellow at the Brookings Institution
and a senior research scholar at New York University.



The New Social Compact

By Wittt MARSHALL

to “grow the economy,” is basking in public ap-

proval. Even if a “Clinton recession” arrives in the
next three years, as many economists think likely, he will
still leave an important legacy for preparing the nation
to win in the new global economy.

By restoring fiscal discipline, opening foreign mar-
kets, and spurring international efforts to set fair and
reciprocal rules for trade, the President has laid a solid
foundation for healthy and sustained economic growth
here and abroad. His overriding task now is to ensure
that all Americans can share in that growth.

Unlike many in his party, President Clinton grasps
the new realities of economic integration and has argued
persuasively that Americans must embrace rather than
resist the global imperative. But to counter the backlash
against glob ion from both the left and the right, he
must arti domestic strate
for equipping all Americans to succeed in the new glob-

al economy.
The Collapse of the Old Social Bargain

President Clinton, having made good on his promise

Economic change has always created losers as well as
winners. What's different today is that technological ad-
vances and globalization are rewriting the rules of eco-
nomic competition. In the process, these forces are dis-
solving the social bargain that protected working families
against the cruelties and volatility of industrial capitalism.

In the postwar era, public policies and informal un-
derstandings between big business, big labor, and big
government promoted upward mobility, stabilized busi-
ness cycles, and cushioned families during economic
downturns. Americans looked to the national govern-
ment to keep the economy stable and to their companies
and unions to provide a secure livelihood in return for
hard work and loyalty.

Singe the early 1970s, however, slower growth, tech-
nolggical innovations, and global integration have erod-

itutions’ ability to hold up their end of the
bargain, The assumption that most Americans would
work in the same jobs or for the same companies for a
lifetime is obsolete. No matter how enlightened a corpo-
ration, how militant a union, or how caring a govern-
ment is, none can guarantee anyone a particular job for
life in today’s churning global marketplace.

The old social bargain doesn’t work in what business
writer Michael Mandel aptly describes as America’s new
high-risk society. We need a new.social-campact that
lessens the dangers of economic change for all working
Americans. It should reduce workers’ dependence on

big institutions and empower them to take charge of
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their own bottom line. And it should be more than a
simple redistribution scheme in which the winners in
global competition compensate the losers. Rather, we
need a comprehensive strategy for expanding the win-

sci i i areer
training; providing more effective help for workers in
transition; enabling individuals to control their health
insurance and pensions; and empowering workers to
take an ownership stake in the new economy.

This approach rejects both the old Teft’s reliance on
big government solutions and the new right’s breathless
claim that the dawn of markets without borders
inevitably means the twilight of government. Instead of
either providing paternalistic caretaking or leaving peo-
ple to fend for themselves, the new social compact
should embody the key New Democrat principle of
mutual responsibility—government should equip work-
ing Americans with the tools they need to manage their
economic careers and security.

The Four Elements of the New Social Compact

A new social compact that empowers all Americans to
succeed in the global economy should include these four
elements:

A 21st Century School System

In the Information Age, knowledge is the wealth of
nations. What working Americans need most from gov-
ernment is not insulation from global competition but a
reinvigorated public education system that meets
world-class standards of performance. Today, all work-
ers—not just top managers and professionals—must
become proficient learners. They must master the prob-
lem-solving skills that the best-paying jobs in the new
economy demand.

Yet pumping more money into our factory-style
school system is not the answer. Instead, we must re-
place today’s highly centralized and bureaucratic public
school monopoly with a system that is decentralized,
flexible, innovative, and dedicated to excellence.
Bmldmg such a system entails three key steps; setting

can measure ana

compare student competency; expanding choice and
competition to drive innovation in public education; and

demandj untability for results.

Replacing Welfare with Work

America’s welfare system had many flaws, but none was
more serious than its tendency to isolate low-income
families from the world of work and responsibility. Over
time, that isolation proved self-reinforcing, as long ab-
sences from work meant that welfare recipients were not
exposed to either the discipline of work or the market’s
changing signals about what skills were in demand. In
the name of compassion, the old system deprived poor
Americans of any meaningful economic role. It told
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them, in effect: Our economy doesn’t really need you, so
we'll dole out just enough public aid to allow you to sub-
sist on the margins of one of the world’s richest societies.

President Clinton’s courageous decision to “end wel-
fare as we know it” was a decisive step toward a very
different compact with America’s poor. The new bargain
assumes that all work has value and that every citizen,
regardless of circumstances, has something to contribute
to the commonwealth. It does not abandon the govern-
ment’s duties toward needy families but redefines them,
shifting public subsidies from things we don’t want to
encourage (i.e. idleness and dependency) to things we
do (work and self-sufficiency). The new work-based so-
cial policy restores full citizenship to poor Americans by
reconnecting them to the economy. Based on the pro-
gressive principle of mutual responsibility, it guarantees
that no family with a full-time, year-round worker will
live in poverty.

Lifetime Learning for All

A third critical challenge is to bridge the gulf between
formal education and work. As earnings in the new
economy increasingly track learning, America needs a
comprehensive system of lifelong education and train-
ing that enables all workers to constantly update their
skills or acquire new ones.

While President Clinton has lavished public resources
on middle-class families facing big college tuition bills,
he has offered o d osals aimed at helping
nqg-college-educated workers caught in the global econ-
0 own draft. Yet it is precisely these workers with
middling skills who are at the greatest risk of falling out
of the middle class as the Information Age eclipses the
old mass-production economy. For them, the erosion of
the old social bargain is no mere abstraction, but a palpa-
ble threat to their economic security. For them, globaliza-
tion means plants moving overseas, workers getting
“downsized” with scant prospects of finding other jobs
that pays comparable wages, and companies demanding
“give backs” on pay and benefits to put themselves on a
stronger competitive footing.

The new social compact cannot restore the stable em-
ployment these workers once enjoyed. But it can stimu-
late greater public and private investment in developing
the skills that today constitute these workers” main
source of economic security. Government should re-
design its employment and job-training policies to help
workers adapt to the new economy’s more flexible, high-
performance organizations. And it should encourage
businesses to invest more in training all workers, not just
top executives.

Here are four specific examples:

¢ Job-training vouchers. Congress should act promptly
on a Clinton proposal to replace a welter of ineffective
federal job-training and adult-education programs for
poor and displaced workers with a single pool of money
to fund training vouchers for individual workers. This
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innovation would let workers rather than bureaucrats
decide where to find the training they need to secure

good jobs and wages in today’s fast-changing economy.
¢ Career-opportunity accounts. Workers shouldn’t be
forced to wait until they’ve lost their jobs to upgrade
their skllls Congress therefore should fund an experi-
t ed career-opportunity accounts

that encourage all workers to set aside money to en-
hance their career skills throughout their working lives.

¢ One-stop career centers. In addition to more resources,
working Americans need more effective links to training
and job opportunities. We should replace the old state
employment offices with a nationwide network of one-
stop career centers operated by public agencies and pri-
vate outfits. The centers would compete to offer em-
ployment services and supply reliable information and
guidance to workers about training providers. To foster
both competition and public accountability, Congress
should require all training institutions, including com-
munity colleges and proprietary schools, to publicize
data on results. This would let workers make intelligent
choices based on known performance.

¢ Equal access to taxpayer-subsidized training. Most
companies provide training mainly to highly paid
employees and then write off the costs as a business
expense. Weshould-adapt 2 non-discrimination rule
that requires any f1rm providing tax-free training to its

agers a mparable oppor-
tunities available to all its employees, not just its top

ecutlvg

Workers as Stakeholders

The essence of the new social compact is empowering all
working Americans to share in the rewards as well as
the risks of global competition. If the new economy de-
mands that all citizens assume greater responsibility for
managing their economic security, it also creates oppor-
tunities for workers to become stakeholders instead of
cogs in the industrial machine.

The new tools of work—knowledge and problem-
solving skills, the personal computer, and communica-
tions networks—empower the individual worker and
facilitate more flexible, participatory ways of organizing
work. They point to the possibility of a more democratic
capitalism that breaks down hierarchies within the
workplace and gives workers a chance to participate in
strategic decisions, share in their company’s success,
and become owners as well as wage-earners.

Government, for example, can encourage businesses
to adopt performance-based compensation and equity-
sharing to give workers both real incentives to do their
jobs better and a chance to share in the company’s suc-
cess when they do. We should extend the non-discrimi-
nation principle to compensation: Companies would
have to offer all employees—not just executives—access
to tax-favored, performance-based bonuses.

When wage earners change jobs, they should have the
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same control as top executives over the principal sources

of family security such as health insurance a ire-
went income. g a universal system

f private health insurance that moves with the worker,
e should make private pensions portable and gradual-
ly convert Social Security from a transfer program to a
stem of individual private savings supplemented by
public pensions for the needy.

In addition, President Clinton should use his bully
pulpit to stimulate a national discussion about corpora-
tions’ responsibilities to workers and communities in a

obal marketplace, as well as about organized labor’s
eed to develop a less adversarial model for protecting
workers’ interests.

As our stake in the global economy increases, so does
our responsibility to ensure that all Americans have the
opportunity to compete effectively. Like Woodrow
Wilson and Franklin Roosevelt, President Clinton has a
historic opportunity to reconcile the nation’s democratic
values with new economic realities. Striking a balance
between economic innovation and security could be his
greatest legacy. ¢

Will Marshall is president of the Progressive Policy Institute.

Modernizing Social Security

By WirLciaMm A. GALSTON

built its own distinctive system of social insur-

ance for its elderly citizens. As a result, tens of
millions of Americans have enjoyed health, security, and
independence. But today, the cornerstones of this sys-
tem—Social Security and Medicare—are under intense
pressure economically and politically.

Modernizing and stabilizing these programs for fu-
ture generations is perhaps President Clinton’s greatest
remaining domestic policy challenge. He has the oppor-
tunity and, I believe, the responsibility to spark a public
debate over how best to do so. That dialogue could yield
the President’s most significant and enduring domestic
legacy. But if the effort is to succeed, the President must
lead it.

The new Social Security Commissioner, Ken Apfel, re-
cently observed that the coming debate over Social
Security “will test this nation—test its values and what
we stand for.” That is clearly correct, and an important
counterweight to those who see this issue in narrow fis-
cal or actuarial terms. But this debate will also test our
capacity to respond to changing conditions while honor-
ing enduring values. This will, in turn, challenge us to
consider new ideas on their merits in a spirit of hope
rather than of fear, and to avoid the reflexive political

Over the past six decades, the United States has
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rhetoric that turns every reform proposal into a plot to
“gut” the program, “shred” the safety net, and “aban-
don” the elderly.

Enduring Values

There is a basic social compact at the heart of Social
Security: As fellow citizens, we are interconnected in
ways that transcend individual choice. While our lives
will take very different courses, in some respects we
agree to share a common fate.

Social Security rests on reciprocity—a balance be-
tween individual and social responsibility. All individu-
als must seek gainful employment and, when working,
contribute their fair share to the system. In return, soci-
ety helps every worker achieve a decent and secure re-
tirement by providing a reasonable (not necessarily
optimal) return on contributions.

But Social Security is intended as a foundation for re-
tirement security, not its totality. All individuals are ex-
pected to build on that foundation—by saving, in-
vesting, or contributing to a private pension when
available. Of course, workers with different incomes will
be able to save to different degrees. Social Security neces-
sarily represents a larger share of retirement income for
lower-income than for higher-income workers—a fact
we must take into account as we consider how to honor
our continuing responsibility to one another.

Beyond providing reciprocity, Social Security balances
our individual and our common needs. One could imag-
ine a retirement system in which everyone received the
same benefits, regardless of the size of individual contri-
butions, or, alternatively, a system in which benefits were
in strict proportion to contributions. Social Security is at
neither extreme: Wage earners who make larger contri-
butions do receive larger benefits in retirement, but most
lower-income earners receive a higher rate of return on
their contributions. In part, this reflects the fact that we
are not entirely sure how we will fare in life’s economic
lottery. We willingly give up maximum returns to insure
ourselves against the possibility that we will retire on
less favorable terms than we now anticipate.

Social Security is mandatory. This reflects our shared
understanding that not all individuals would adequate-
ly provide for their retirement otherwise. For the most
part, even the most severe critics of the current Social
Security structure acknowledge that government should
require individuals to provide for their retirement.

Social Security also reflects our shared understand-
ing that, in a modern society, public programs play a
leading role in helping us honor the Biblical injunction
to honor our parents. Neither retirees nor their work-
ing-age children would willingly return to an era when
the elderly were directly dependent on younger family
members. Social Security thus represents a combination
of generational interdependence (through the system'’s
contributory provisions) and generational independence
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Clinton should foster the public dialogue
that can help reform Social Security in a

genuinely democratic way.

(funds flow directly and reliably from the government
to individuals rather than from family members at their
discretion).

Finally, Social Security embodies the understanding
that government has a role in creating and maintaining
stable expectations that individuals can rely on as they
make life choices. The point is not to eliminate uncer-
tainty, but to confine it. This principle constrains our
choice of changes to the program. Workers at or near re-
tirement should not be forced to make changes to which
they lack the time and resources to adjust.

New Conditions

Societal changes since Social Security’s invention more
than six decades ago are forcing us to rethink how to
provide all Americans with a secure and decent retire-
ment. The first set of changes is demographic. Americans
today live much longer than they did before World War
I, and some analysts believe our longevity will increase
at an even more rapid rate in coming decades. The aging
of the baby boom generation will impose huge new
costs, which will accelerate after 2010 and which will
have to be financed by the payroll taxes of the much
smaller baby bust generation born from 1965 to 1980.
Furthermore, a system designed in an era with low rates
of divorce and few working women is ill-suited to to-
day’s realities.

There have been important economic changes as well.
The shift from an industrial to a service economy per-
mits aging Americans to remain effective workers far
longer than before. In the 1930s, policymakers coping
with high unemployment sought to promote the retire-
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ment of aging workers to make room for younger work-
ers. Now policymakers face the opposite problem: low
unemployment, coupled with a workforce that will soon
shrink relative to the number of elderly Americans need-
ing support. And thanks in large part to Social Security,
the economic circumstances of older Americans have
improved dramatically, both absolutely and relative to
younger workers.

Social Security itself is changing. The system is now ma-
ture, with workers contributing for their entire working
lives before receiving benefits. It is no longer possible, as
it once was, for all workers to receive returns far in excess
of their contributions. Rates of return are declining for
most workers and turning negative for some. The failure .
of the 1983 Greenspan Commission to deliver on its
promise of long-term financial stabilization has called at-
tention to the system’s structural deficit, now placed at
more than 2 percent of total payroll over the next 75 years.

The policy context is changing as well. Now, unlike 60
or even 30 years ago, Social Security must be addressed
in tandem with other important issues affecting the el-
derly. In particular, the Medicare fiscal crisis is more im-
minent and far more acute. If Medicare’s stability
depends in part on a large infusion of new public re-
sources, as many analysts believe, it would be irrespon-
sible to commit new tax dollars to Social Security
without carefully considering the programmatic and po-
litical opportunity costs.

Finally, public opinion is shifting. By this I do not mean
the much-debated loss of confidence in Social Security.
Rather, I refer to an increased understanding, fueled by
the surge in the stock market, of the long-term disparity
between returns on equities as opposed to bonds; to in-
creases in individuals” investment options and the avail-
ability of timely information on which to base
investment decisions; and to changing attitudes, espe-
cially among younger workers, toward self-reliance,
greater individual choice, and acceptable levels of risk in
retirement programs.

Educating the Citizenry

Within this context of changed conditions and enduring
values, there is room for significant debate about how to
modernize and stabilize Social Security. Should we phase
in a significant increase in the retirement age, above the
increases contemplated in current law? Should we re-
verse long-standing incentives for early retirement,
which have reduced workforce participation rates by
men 65 and older by more than two-thirds over the past
half century? Should we make the system more respon-
sive to women who work outside the home and to
younger families with dependent children? Should we in-
crease individuals’ control over their retirement strate-
gies? Should we invest new public resources in Social Se-
curity or focus instead on adjusting the benefits structure?

These and many other questions call not only for
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technical expertise and policy experience but for public
understanding, judgment, and consent. As Social
Security Commissioner Apfel has rightly said, this issue
cannot be resolved without an “educated citizenry,
corny as that sounds.”

During the past five years, President Clinton has
demonstrated his ability to master and explain complex
policies to the American people. He should use his gifts,
harnessed to the powers of his office, to foster the public
dialogue that can help reform Social Security in a gen-
uinely democratic way. In so doing, he can restore trust
in the capacity of our tattered democratic institutions to
conduct the people’s business fairly and honorably. ¢

William A. Galston is a professor at the University of
Maryland'’s School of Public Affairs and director of the
university’s Institute for Philosophy and Public Policy.

Building Regional Prosperity

By HENRY G. CISNEROS AND
Marc A. WEISS

building a strong national economy. And despite
the stock market’s recent gyrations, his economic
program has been a clear success. Still, an alarming
number of inner-city neighborhoods remain devastated
by joblessness. This lack of meaningful employment has
walled off a generation of youth from the wider commu-
nity and left them with little hope for a better future. The
President’s challenge now is to build on the solid eco-
nomic foundation he has created and enable inner-city
youth to live with the dignity of work instead of the stig-
ma of welfare, crime, teen parenthood, and drug abuse.
At the White House, the Department of Housing and
Urban Development, and other agencies during the
President’s first term, we generated new ideas and fresh
approaches to longstanding urban problems. We re-
placed the old paradigm of bureaucratic programs that
reinforce dependency with a new paradigm of empow-
erment that puts tools directly in the hands of individu-
als and communities and generally gets government out
of their way. We began working with the urban private
sector rather than against it. We brought homeowner-
ship to an all-time high, within reach of millions more
Americans, especially women, minorities, legal immi-
grants, and young families. We emphasized work over
welfare and expanded employment and training oppor-
tunities. We insisted on personal responsibility as the
necessary flip side to rights and instituted community
policing and tough law enforcement. Finally and per-
haps most dramatically, we demolished 30,000 units of

During his first term, President Clinton focused on
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vacant and deteriorated high-rise public housing and re-
placed them with attractive, mixed-income townhouse
developments.

While it may take many years to solve urban prob-
lems accumulated over decades, President Clinton has
set us on the right course.

The Next Challenge: Thinking Regionally

But if we are to fully revitalize the cities, we must begin
to look beyond the cities. This is not as paradoxical as it
sounds. Even a cursory look at the new economy reveals
that metropolitan regions have become the building
blocks of national prosperity and improved quality of
life. The dynamic industry networks that are driving
economic growth operate regionally in all their facets—
production, research, labor, supply, sales, and distribu-
tion. The fates of urban, suburban, and outlying commu-
nities are inextricably linked by the metropolis, which
cuts across city and county boundaries and in some
cases even state and national borders.

The future health of urban communities depends on
regional thinking and action. We must act regionally be-
cause businesses do. When they make decisions to locate
or expand a facility, they look at the entire metropolitan
area—its transportation and infrastructure, its work-
force, its educational and cultural institutions, its envi-
ronment and amenities, and its existing industry
networks. We must act regionally because workers and
consumers do. People who commute to work and shop
increasingly do so throughout their metropolitan re-
gions. We must act regionally because all of our major
institutions do. Universities, hospitals, museums, sports
teams, print and broadcast media, performing arts
groups, convention centers, churches and synagogues,
labor unions, civic groups, foundations, and charities—
all serve a metropolitan population rather than hiding
behind neighborhood walls.

We also must act regionally because problems once
confined to the inner city have spread to the suburbs.
Unemployment, anemic tax bases, troubled schools and
neighborhoods, deteriorating housing stock, crime, and
environmental degradation are now part of our subur-
ban legacy, particularly in older inner-ring suburbs.
From south of Chicago, to north of Minneapolis-St. Paul,
to east of our nation’s capital, the revitalization of urban
America must include suburban America.

Regions as diverse as Austin, Texas, and Akron, Ohio,
are pointing the way to successful metropolitan econom-
ic renewal. During the past decade, Austin has trans-
formed itself from a state capital and university town to
one of the nation’s fastest growing computer technology
centers. Akron, meanwhile, reacted to the demise of its
tire manufacturers by becoming the world capital of sci-
ence and engineering for polymer-based synthetic mate-
rials. In both cases, civic leaders from the public and
private sectors and research and educational institutions
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worked in partnership to design and implement a win-
ning regional strategy.

Connect and Invest

Efforts to expand economic prosperity and improve the
quality of life throughout our metropolitan regions can-
not succeed without directly addressing the problems of
the inner cities and inner-ring suburbs and the people
who live there. We need a two-pronged approach that
both invests in and connects people and places.

Connecting Urban Residents to Metropolitan Prosperity
Much of the nation’s job growth is occurring outside the
central cities, near suburban airports, warehousing dis-
tricts, research parks, technology centers, and shopping
malls. Many of these businesses are actually suffering se-
vere labor shortages. At the same time, large numbers of
people in our cities and inner-ring suburbs have no jobs.
Connecting urban residents to regional employment
growth areas is the most important economic challenge
of our time. The onset of work-based welfare reform
makes this task even more vital. Our agenda must in-
clude: basic education and job skills training, transporta-
tion and child care, networking and job placement, and
other supportive services.

Fortunately, we have many good models to emulate.
In St. Louis, for example, the East-West Gateway Coordi-
nating Council, a regional transportation planning
agency, is using federal and foundation grants to train
inner-city residents for suburban jobs, match them with
employers, and transport them to their new work sites.
And in Baltimore’s federal Empowerment Zone, a com-
munity development corporation known as HEBCAC is
using funds from HUD's Bridges to Work initiative to
connect inner-city workers to suburban jobs near Balti-
more-Washington International Airport.

Investing in our Cities and Inner-Ring Suburbs

Connecting the urban poor to regional jobs is only half
the task. We also must begin to rebuild our central cities:
repair their crumbling infrastructure, expand their job
bases, make their neighborhoods more livable and at-
tractive to the middle class, improve their schools, and
make their streets more safe and secure.

Even in the new world of metropolitan economies,
cities remain their regions’ most visible symbol and are
still an important asset. Cities serve vital economic func-
tions, as centers of innovation and advanced services;
transportation and trade; education, research, and health
care; culture, conventions, sports, entertainment, and
tourism; labor and consumer markets.

Metropolitan Atlanta is one of America’s fastest-
growing regions. But Atlanta’s business and civic lead-
ers long ago recognized their region could not be “world
class” without a vibrant city at its core. So, they used the
1996 Summer Olympic Games as an opportunity to re-
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build the downtown and surrounding neighborhoods
and make the city more attractive to businesses, subur-
banites, and tourists from around the world.

In Cleveland, regional business and civic leaders ral-
lied after the city’s 1981 bankruptcy to rebuild the
downtown with $4 billion of new investment. Now, they
are focusing on rebuilding inner-city neighborhoods
through homeownership, including the construction of
more than 600 new homes in the HUD-financed
Homeownership Zone.

Similarly, Detroit’s reinvigorated automotive indus-
try and its dynamic new mayor, Dennis Archer, have
forged a partnership to reinvest in the downtown and
revitalize the city’s neighborhoods. The Big Three au-
tomakers have pledged to do more business with minor-
ity-owned parts suppliers in the city’s Empowerment
Zone, creating thousands of jobs and millions of dollars
in new business opportunities. Meanwhile, public and
private investment is flowing into downtown Detroit for
office buildings, sports stadiums, casinos, performing
arts centers, hospitals, universities, and hundreds of
new homes and condominiums.

Bringing People and Communities Together

If President Clinton makes the conceptual leap to “think-
ing regionally,” he can build a powerful legacy of healing
and rebirth for urban America. And he will have plenty
of help in the process. “New wave” mayors—including
Democrats Archer of Detroit, Edward Rendell of Phila-
delphia, and Richard Daley of Chicago, and Republicans
Richard Riordan of Los Angeles, Stephen Goldsmith of
Indianapolis, and Rudolph Giuliani of New York—un-
derstand the new regional dynamic and can be counted
on as allies. The President also can turn to the rapidly
growing ranks of female and minority entrepreneurs,
who are proving to be effective leaders in bringing di-
verse constituencies into the mainstream of urban policy
and prosperity.

There is a new spirit in urban regions across the coun-
try, invigorating public-private partnerships that are
making city streets cleaner and safer, expanding employ-
ment and homeownership, raising incomes, and improv-
ing schools. Democrats, Republicans, and independents
are proving they can work together on common strate-
gies of regional prosperity and community empower-
ment. If President Clinton builds on these efforts, he can
help restore vitality to urban America and simultaneous-
ly help heal the many wounds that still divide our na-
tion. That would be his most impressive legacy of all. +

Henry G. Cisneros is president of the Univision television
network and was U.S. Secretary of Housing and Urban
Development from 1993-97. Marc A. Weiss is a senior fellow
at the Center for National Policy and was a special assistant
to Cisneros at HUD from 1993-97. They are writing a book,
The Wealth of Regions and the Challenge of Cities.
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Essays AND COMMENT

THE ADVENT OF INFOMEDICINE

Performance Measurement Is Changing the Face of Health Care

By MicHAEL L. MILLENSON

ering whether to build a fleet of supersonic passenger

airplanes similar to France and Britain’s Concorde.
Since development hinged on a substantial federal sub-
sidy, a fierce debate broke out in Congress. Critics
warned that the plane’s exhaust during its flight in the
stratosphere would damage the ozone layer. The plane’s
advocates stoutly denied the accusation.

At the time, I was researching the plane as a congres-
sional intern, and I asked a well-known senator about
the alleged pollution problem. He promptly dismissed it
by citing his experience as a pilot. He had flown right
next to planes at that altitude and gazed directly at the
tailpipes. “There was nothing coming out of there,” the
legislator assured me. Sincere as this eyewitness report
was, it was contradicted by objective scientific analysis.
Congress refused to finance the plane for environmental
and economic reasons, and the project died.

Observers of American medicine often fall into the
same trap as the senator. Just as the supersonic passen-
ger plane’s speed enthralled aviation fans, American
medicine’s technological triumphs can mask its serious
flaws. Like a supersonic jet’s emissions, these shortcom-
ings become clear only when one examines the scientific
evidence.

The evidence shows that a very small percentage of
contemporary medical practices have been scientifically
validated, while effective therapies can take years to be-
come common. Medical textbooks are frequently outdat-
ed, and journals go unread or unheeded. According to
one study, when a group of doctors is asked whether the
care in a particular case meets the highest professional
standards, the “physician agreement . . . is only slightly
better than the level expected by chance.”

In illness after illness and disease after disease, there
is almost random variation in how different doctors treat
patients with similar clinical symptoms. In the absence
of reliable information about the outcome of care, pa-
tients and physicians alike accept proxies such as “trying
hard,” “doing everything,” or “caring.” Yet the heart
surgery team whose patients consistently die at a higher

I n 1970, the American aerospace industry was consid-
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rate than expected may well be trying just as hard as the
team whose patients are more likely to live. The inten-
sive care unit in which a greater-than-expected percent-
age of patients die may be just as well-equipped as the
ICU where many more patients survive. And the physi-
cian who is the most caring may not always be the most
competent.

New Villains, Same Old Plot

What holds true for the individual physician-patient re-
lationship also characterizes our public policy. The
United States has argued on and off about health care
“reform” for most of the 20th century, but the debate has
centered more on insurance arrangements than on the
content of care. Today, the stock villain of “socialized
medicine” that dominated the public policy debate for
so long has simply been replaced by “greedy capital-
ists.” Like a spy movie retooled for the post-Cold War
era, the characters have changed while the plot remains
the same. In the case of health policy, the public is cau-
tioned that it faces a choice between medical decisions
made by “good” doctors or by “bad” government and
managed-care bureaucrats. Preserving maximum physi-
cian freedom “preserves” high-quality medical care; any
other path leads inexorably to ruin.

This good guys-bad guys script was played out in
late 1996, when the revelation that a few health plans
were denying overnight hospital stays to women with
mastectomies blossomed into a national scandal.
Outpatient mastectomies, it was said, graphically illus-
trated the danger of letting bureaucratic “bean counters”
override physicians’ judgment. Yet an equally worri-
some story about breast cancer earlier that same year at-
tracted far less attention. A Dartmouth Medical School
study showed that nearly 35 times as many elderly
breast cancer victims received mastectomies as got
breast-conserving surgery. This study deviated sharply
from the standard plot: Unlimited freedom for physi-
cians produced not reliable excellence, but enormous
variation.
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Which is more disturbing, a woman’s being treated
callously after losing a breast to cancer or her unneces-
sarily losing that breast in the first place? One might re-
spond that motivation is the critical difference: The
health plan was trying to save money, while the surgeon
was trying to save a life and did not knowingly recom-
mend inappropriate treatment. While this formulation
perhaps excuses the individual doctor, it begs the larger
question of why the profession as a whole tolerates such
widespread variation from achievable excellence.

In fact, the absence of good information systems in
medicine is as intentional as any health plan’s budget
cuts. There has been little effort to systematically exam-
ine what treatments work best, little effort to help doc-
tors consistently apply scientific findings to patient care,
and little or no effort to hold doctors accountable for im-
proving care. To the contrary, “defining what does and
does not work in medicine is a professional responsibili-
ty of the highest order . . . [but it is] one that physicians
have resisted,” as Samuel Thier, then-president of the
National Academy of Sciences’ Institute of Medicine, ac-
knowledged in a 1991 article.

From ulcers to urinary tract infections, tonsillitis to
organ transplants, back pain to breast cancer, asthma to
arteriosclerosis, the evidence is irrefutable. Tens of thou-
sands of patients have died or been injured year after
year because readily available information was not
used —and is not being used today—to guide their care.
If one counts the lives lost to preventable medical mis-
takes, the toll reaches the hundreds of thousands. The
only barrier to saving these lives is the willingness of
doctors and hospital administrators to change.

The practice of medicine can be dramatically im-
proved. The opportunities for consistent excellence are
real and within our grasp. We have seen that patients
who share responsibility for decisions about their care
often enjoy better health than those whose doctors act
out a traditional paternalistic role. Their care can cost
less, too. We have seen the growing use of health status
measurements that gauge the success of treatment based
on how well the patient functions afterward in everyday
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life. We have seen how reaching out to the chroni-
cally ill and other vulnerable populations can help
people who otherwise would fall through the
cracks of the health care system. And we have seen
that such changes do not happen easily or quickly.
Still, thanks to the convergence of three powerful
forces, a new kind of medical system is finally
emerging.

Marcus Welby, Meet Adam Smith

The first and most important motivating factor is
economics. Demand for medical care is steadily in-
creasing (there are already as many Americans
over 50 as under 18). At the same time, technologi-
cal discoveries continue to make expensive treat-
ments such as organ transplants routine. Yet resistance
to higher health care spending has never been greater.
Medicare and Medicaid expenditures are hemmed in by
drum-tight federal and state budgets and public antipa-
thy to either deficit spending or higher taxes. In the pri-
vate sector, low inflation and intense international
competition mean that higher medical costs can no
longer be tucked unnoticed into a price increase for a
product. New accounting rules have also forced compa-
nies to reduce today’s profits to account for tomorrow’s
expected retiree medical expenses. This linking of health
care costs to the balance sheet has put the issue of cost
containment permanently on the agenda of America’s
most powerful corporations.

A 19th century British novelist wrote: “A reform is a
correction of abuses; a revolution is a transfer of power.”
Managed care, corporate purchasing coalitions, and
state health-data organizations are all weapons of revo-
lution. Their common purpose is to take power away
from the suppliers of care and give it to the buyers. The
sellers’ loss of power has, in turn, exposed the results of
years of immunity from economic accountability: too
many medical specialists, too many hospital beds, too
many unnecessary procedures and surgeries.

When the suppliers (doctors and hospitals) held
power, they fiercely resisted comparisons. In a competi-
tive marketplace, however, superior performance cannot
be rewarded unless it can be identified. Consider the fol-
lowing exchange in an Internet discussion group. Wrote
one participant: “I am wondering if anyone has encoun-
tered effective mechanisms or methods for persuading
physicians and other clinicians to participate in out-
comes projects. We are encountering a little resistance
with some surgeons.” Back came the reply: “Tell them
that tracking outcomes will demonstrate what a good job
they’'re doing, it will get them more patients, and if they
don'’t, they’ll be out of jobs, since everyone else is . . .”

Health plans are rushing to grab the quality measure-
ment and management banner. HMOs have been
stunned by the magnitude of the backlash against cost-
cutting excesses. In self-protection, the industry has
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endorsed ever-more ambitious reporting requirements
and accreditation standards from its trade group and
from the voluntary National Committee for Quality
Assurance.

Just as the sellers of care are embracing quality mea-
surement from motives that mix self-interest and ideal-
ism, so too are the buyers. Contracting with a health
plan that does things right the first time may be less ex-
pensive; “Quality is free” is how management consul-
tant Philip Crosby memorably phrased it. Moreover,
considering quality as well as cost may well help compa-
nies avoid lawsuits and other negative economic conse-
quences of subpar care.

The Advent of “Infomedicine”

The Internet exchange cited above highlights the impact
of technology, the second major force behind the quality
measurement and management revolution. Traditional
sources of information in medicine are giving way to an
“infomedicine” that both incorporates new kinds of in-
formation and uses traditional kinds in new ways. The
health care industry, accounting for an estimated one-
seventh of the U.S. economy, is finding itself (willingly
or unwillingly) swept into the digitalizing of America.

Like much else in quality measurement in medicine,
using computers has been technically possible for a long
time. The technology was available, and some research
pioneers were using it. But computers were expensive
and exotic, and it was easy to ignore their capabilities
even as late as the 1980s.

Today, by contrast, many doctors realize that comput-
ers are essential for helping medicine deal with its 21st-
century version of the Industrial Revolution. Through-
out the country, hospitals and physicians are banding
together into integrated health systems that require so-
phisticated clinical data both for internal management
(to produce a consistent “product”) and for external
marketing. As health systems evolve to coordinate sick-
ness care and wellness outreach, the need for better in-
formation systems will become even more urgent. Med-
ical leaders see these systems as a chance to preserve
physician autonomy and ward off micro-management.

“Are we going to manage the care of the sick or are
we going to manage the providers who manage the
sick?” demands Dr. Robert Waller, chairman of the Mayo
Foundation. “What we will all ultimately be accountable
for is quality.”

The Spirit of the Times

The third powerful force for change is the Zeitgeist, or
spirit of the times. Intellectual and social trends can help
an idea flourish or let it wither. In our times the infor-
mation explosion, the global marketplace economy, and
a general acceptance of the principle of accountability
are all helping to advance the objectives of the quality
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measurement and management movement.

For example, education was once considered impervi-
ous to objective measures of achievement. Now, policy
analysts discuss national standards, teacher competency
tests, and linking reimbursement to results. Similarly,
Vice President Al Gore speaks of turning government
agencies into “performance-based organizations.” In the
business arena, meanwhile, intense global competition
has underscored the importance of systematic measure-
ment and improvement.

In this environment, how long can the local hospital
continue to plead ignorance about the treatment in its
emergency room? How credible is it for a health plan to
be in the dark about which members have diabetes?
How believable is it for every surgeon to claim, when
asked about outcomes, “My patients are sicker”?

The concept of quality measurement and manage-
ment is now becoming integrated into the mainstream of
medicine. For example, the idea that employers should
contract with health plans based on both cost and quali-
ty measures has been endorsed by major business orga-
nizations and featured in national business publications.
Virtually every medical specialty society has formed a
committee to evaluate outcomes measures. Similarly,
scholarly articles about medical quality, appropriate-
ness, and cost-effectiveness have become routine in clin-
ical literature. Equally important, courses in evaluating
clinical effectiveness are making their way into the med-
ical school curriculum.

Destruction Often Precedes Renewal

For all the progress that has been made, however, this re-
mains a young and fragile revolution. Systematic quality
improvement is not easy, culturally or technically, and it
can be expensive. Even in the most advanced markets,
candid physician leaders acknowledge that the pressure
for accountability must continue if the transformation is
to be completed.

Will we—patients, medical professionals, citizens—
be better off with a health care system based on perfor-
mance measurement? Certainly there are dangers.
Consistent excellence will always be a challenge to the
human soul, not just the intellect.

Critics worry that information-based medicine will
devalue the human touch. But this is no more true of
using a computer than of equipping doctors’ offices
with telephones. In fact, the opposite may well be true.
“There is a real possibility that the information highway
and reorganization of the health-care system can create
an opportunity for the physician, in collaboration with
other members of the health care team, to provide an
even more sensitive, caring, and compassionate service
to their patients and society,” says Kenneth Shine, presi-
dent of the Institute of Medicine. “To the extent that data
make the practice of medicine more scientific, health
care reform could bring both science and caring to a new
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high level over the next decade.”

The destruction of the old ways of medical practice
may well cause anxiety, but it should not be a source of
despair. Patients and care givers alike should celebrate
better days ahead. Destruction often precedes renewal,
and it is in that renewal that the future of American
medicine lies. ¢

Michael L. Millenson is a member of the health care and group
benefits consulting practice of William M. Mercer Inc.and a
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visiting scholar at Northwestern University's Institute for
Health Services Research and Policy Studies. This article

was excerpted from his new book, Demanding Medical
Excellence: Doctors and Accountability in the Infor-
mation Age (University of Chicago Press, 1997). © 1997

by The University of Chicago. Millenson'’s recent report for
the Progressive Policy Institute’s Health Priorities Project,
entitled Beyond the Managed Care Backlash: Medicine
in the Information Age, is available on the World Wide Web
at http:/[www.dlcppi.org/adobe/health/millens.pdf.

Character Education Is no Magic Bullet, But it Can Help Improve Our Public Schools

By KATHLEEN KENNEDY TOWNSEND

the District of Columbia border in Fort Washington,

Md., faces problems typical of urban public schools.
On their way into school, students step over the shards of
broken liquor bottles that neighborhood gang members
tossed aside the night before. Outside the school’s walls,
these young children live amid chaos and violence.

Earlier this year, Principal Robyn Zgorski was having
trouble with a student, so she walked him home to talk
to his mother in person. The mother wasn’t home when
they arrived. The boy then looked the principal in the
eye and said: “There’s a gun in my house, I know where
it is. It’s in my brother’s room, on the shelf in the red
bag. I know where he keeps the bullets.”

“I'm going to get the gun and shoot you.”

The boy was seven years old.

Despite the mayhem encircling Fort Foote, there is
peace within. This spring, the school went 120 days
without a fight. Disciplinary referrals are down sharply.
The hallways are clean and orderly. The lunchroom is
about as noisy as the average restaurant. In the class-
room, children are engaged and spirited, but they talk in
turn and listen to their teachers.

The majority of students not only behave well, they
stand up to friends who do not. When a small group of
fifth-graders was asked, “Is it hard to tell your friends
that you don’t like the way they are acting?” one student,
Ashley, didn’t hesitate: “Oh no. We're leaders, and we
have a responsibility to the other students and to our
teachers and to our school. And we have the bravery and
courage to stand up and tell them when they’re acting

bad.” Another girl, Kelly, added, “Yeah, what's there to
fear?”

Fort Foote Elementary School, which lies just outside

THE NEW DEMOCRAT

Teaching Children To Be Good

Listen to the words coming out of the mouths of these
children: “leaders,” “responsibility,” “bravery,” “courage.”
All public schools should be teaching these values; all
should be such a model of order and achievement. And
they can be.

My home state, Maryland, is the first in the country to
implement statewide a reform known as character edu-
cation. Our goal is to get every school, in all its facets, to
teach the civic virtues at the core of our culture—virtues
such as courage, respect, responsibility, compassion, and
integrity.

Hundreds of schools around the country have experi-
mented with character education with results just as re-
markable as Fort Foote’s. The challenge now is to analyze
what works and what does not. What practices are replic-
able? How can we systematize character education?

This is something I have worked on for many years. I
saw the potential for character education during my
work to make Maryland the first state to make commu-
nity service a high school graduation requirement.
Students facing the requirement leaped at the opportu-
nity to do good. I realized the need for and the deep po-
tential of a comprehensive character education initiative.
When Gov. Parris Glendening asked me to spearhead
Maryland’s crime control and prevention efforts more
than two years ago, I didn’t want to simply punish kids
for being bad, but to teach them to be good.

The character education initiative was based on four
principles. First and most fundamentally, we insisted
that schools could in fact teach good character. Second,
we agreed on the need for maximum community in-
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volvement. Third, we agreed that we needed a central,
statewide character education office to coordinate
schools’ efforts and hold them accountable. Finally, we
knew we would have to set standards to get schools
thinking in terms of results.

Morality Isn’t Programmed

Morality is not programmed into our genes, as our
stratospheric crime, drug abuse, and teen pregnancy
rates prove many times over. Children must be taught to
be good, as they are being taught at Fort Foote. They
learn to be good the same way they learn anything: by
hearing, by seeing, and by doing. That is, they learn by
being told what qualities are good, by witnessing exam-
ples of moral behavior, and by practicing these virtues
themselves.

Schools can’t teach these lessons simply by adding a
course titled “Character.” Moral questions aren’t inde-
pendent from our daily lives. The best way to teach
morality is to integrate it into the everyday workings of
the school. The whole culture of the school needs to be
changed, not just the curriculum. This gets to the root of
schools” educational mission. How can children learn
American history and the meaning of democracy, for in-
stance, without understanding, in the most personal and
direct manner, the spirit of community service, justice,
civic participation, and freedom?

It is important to describe what character education is
not. No students are tested on their political or religious
beliefs. There is nothing political or even controversial
about the virtues our schools teach. The qualities are,
simply, those that the overwhelming majority of parents
want their children to practice. More to the point, they
are the qualities that the nation needs its students to
practice if we are to reduce disruptive behavior, delin-
quency, drug abuse, and teen pregnancy, and to prepare
our children to participate fully in our democracy.

Small Changes Yield Big Results

At Fort Foote Elementary, the first 15 minutes of every
school day are now devoted to a class discussion of the
week’s character topic (e.g. generosity, honesty, integri-
ty) and behavioral topic (telephone etiquette, restaurant
manners). Students read aloud essays they’ve written
on the topic and hear comments from teachers and
classmates.

There have been other changes as well. A cadre of
trained student mediators arbitrate petty disputes be-
tween classmates before they spin out of control. The
students vote for a “citizen of the month,” who is fea-
tured with his or her family on a bulletin board in the
hallway.

These are small changes, to be sure. But they have
added up to something greater and have brought about
an unmistakable shift in the school’s culture. Students
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congratulate other students who have read aloud essays
on courtesy and generosity. Citizens of the month be-
come schoolwide celebrities for being honest and brave.
Peer mediators become leaders for helping others work
through their problems.

This works because every child is starved for the ap-
proval of his or her peers. Sometimes students fit in be-
cause of their clothes; sometimes, because of their gun.
But Fort Foote has redirected that desire toward citizen-
ship. The students’ need to belong hasn’t changed, but
the manner in which they do belong has. And the entire
school has changed as a result.

“Why Didn’t We Have This Sooner?”

Character education is not a magic bullet, but it can pro-
foundly affect children’s behavior in and outside the
classroom. A survey of nearly 200 schools around the
country that had instituted such programs found that 77
percent reported fewer disciplinary problems; 68 percent
saw attendance increase; and 64 percent experienced less
vandalism. In the first three years of a character educa-
tion program at one New Haven, Conn., high school,
teen pregnancies per year dropped from 16 to zero.

Of course, parents are children’s best teachers of ap-
propriate behavior. If parents treat others with concern
and compassion, love their children, and respect the law,
odds are their children will turn out well. However, no
one is served—least of all parents—when children are
sent into a moral vacuum for seven hours each day.
Character education is meant to supplement, not sup-
plant, good parenting. We should acknowledge, though,
that not all children are lucky enough to have good par-
ents. Some parents do not teach their children to respect
others or to obey the law. For these children, the school
may be the only teacher of moral behavior.

Maryland parents have shown near-unprecedented
support for character education. Jim Sarnecki, the Balti-
more City Schools character education coordinator, re-
ports that even with about 50,000 elementary students
involved in his character education programs, he has not
heard a single objection from a parent. The only com-
plaint he does hear is, “Why didn’t we have this sooner?”

Alexis de Tocqueville said that America would re-
main great as long as it remained good. For a long time,
building the character of our children fell off our collec-
tive list of priorities. It's time we put it back on top. ¢

Lt. Gov. Kathleen Kennedy Townsend of Maryland chairs the
state’s Cabinet Council on Criminal and Juvenile Justice.

To learn more about the state’s character education initiative,
call the lieutenant governor’s office at 1-800-811-8336.
Additional information on K-12 education is available on

the DLC-PPI World Wide Web site at
http:/fwww.dlcppi.org/texts/social [ischool htm.
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Yes, WE CAN ALL GET ALONG

Without Much Fanfare, the Promise Keepers Are Busy Demolishing Racial Barriers

BY JONETTA ROSE BARRAS

#35 Senior High School in the early

1970s, 1 had already begun to spew the
racially explosive Black Power language that
expressed the prevailing mood of many
African-Americans. With my hair in an Afro
and my fist in the air, at protest marches I
shouted invectives at any white who dared
come near or dared to challenge our philoso-
phy. “By any means necessary” was our motto,
even if that meant “offing” the “pigs” or
“honkies.”

A decade earlier, the Rev. Martin Luther
King Jr. dreamed of a day when “little black
boys and black girls will be able to join hands
with little white boys and white girls as sisters
and brothers.” But that was his misdirected vi-
sion, not mine. Freedom could never arrive in
racist white America, I reasoned. In 1903,
W.E.B. Du Bois predicted the problem of the
20th century would be “the problem of the color line.” I
saw no evidence he had been wrong or that things
would change dramatically.

In 1997, Du Bois’ prediction rings more true than he
might ever have imagined. As Dale Minami, an Asian-
American activist in San Francisco, recently said in The
Washington Post: “You see Chinese parents fighting ad-
mission policies that favor blacks and Hispanics. You see
hate crimes increasing among African-Americans,
Asians, and Latinos. Today, the tensions in America are
multiracial. Everybody has a problem with everybody,
to be honest.”

! s a teen-ager at New Orleans’ McDonogh

The Search for Solutions

Clearly, America is as fractured by race today as it was
that August afternoon 34 years ago when King shared
his dream. Nationally, citizens and their leaders are
searching for ways to reconcile the races. Earlier this
year, Rep. Tony Hall (D-Ohio) and five other lawmakers
introduced bipartisan legislation that would have
required Congress simply to apologize to blacks for
slavery. President Clinton, meanwhile, established a
commission last June charged with creating a “national
dialogue on race.”

But all this hand-wringing seems to have led
nowhere. Hall’s proposed apology was so roundly criti-
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cized you would have thought he had called for the
bombing of an ally. He eventually pulled the bill. The
President’s race commission hasn’t fared much better.
The five-member panel can point to little for the $4 mil-
lion invested in the operation. The first presidential
town hall meeting on race won’t be held until December
at the earliest, months after the commission’s creation.
Clinton has “got to do more,” said George Mason
University professor and longtime civil rights leader
Roger Wilkins. “He can’t have a meandering conversa-
tion. This situation has to be animated by the President’s
energy and so far . . . that energy doesn’t seem to be
focused.”

Then there is California’s anti-affirmative action
Proposition 209, the Texaco “jelly bean” episode, and the
black-Hispanic power struggle over the Dallas public
schools ignited by a racially tinged corruption inquiry—
all raising the question, will racism in America ever be
buried?

Hope From an Unlikely Source

Amid this turmoil, hope for genuine progress toward
racial reconciliation is coming from an unexpected
source—the Promise Keepers men’s movement begun
by former college football coach Bill McCartney. Political
pundits have focused almost exclusively on charges—
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’Q‘g’rear Mr. President,

It was a great pleasure to see you again at the APEC meeting in
Vancouver. I was particularly grateful for your sharing with me many
moments to reminisce about our previous meetings. [ was also deeply
appreciative of your statement of concern and support for Thailand in our
efforts to deal with our economic difficulties.

You may also be interested to know that, on my initiative, the
ASEAN Informal Summit in Kuala Lumpur, during 15 - 16 December,
adopted the suggestion you made at APEC that Japan and Europe should
also be involved in East Asia’s economic recovery, by incorporating it in
the meeting’s declaration that is attached herewith for your information.

In early December, Mr. William Rhodes, Vice-Chairman of Citicorp
and Citibank N.A., during his courtesy call on me observed that, while
Thalland 1s America’s first and oldest ally in Asia and has stood shoulder to
shoulder with America from World War I to the Gulf War, she is 5 NOW
abandoned to_cope with the present crisis alone. In view of the close ties
and the mutual assistance that have long characterized the relations between
our two countries, I am concerned that Mr. Rhodes’ remarks, true and
relevant as they are, echo the sentiments of many Thai people.

Let me reassure you that my government will resolve our economic
difficulties, with determination and dignity. We also remain fully
committed to the economic reform package agreed to with the IMF. Our
readiness to bite the bullet is reflected by my government’s willingness to
make politically sensitive decisions and undertake painful measures, such as
the closure of almost two-thirds of our financial institutions just two weeks
ago. Your support for us during this critical time will therefore ensure that,

ven with the gravity of economic crisis, Thailand continues to be the
eacon of democracy in the region.

Yours sincerely, Copié C/
B SN berger
(Chuan Leekpai) Ta vull O
Prime Minister of Thailand " / €S
The Honorable :
William J. Clinton, vbn

President of the United States of America, 3/
WASHINGTON. D.C. - mmer
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1. Thailand would be deeply grateful if the United States Government could
provide assistance from the Economic Equalization Fund in the same
anner as those given to Indonesia and the Republic of Korea. Such
assistance will facilitate the economic restructuring program of the Thai
Government and enhance foreign investors’ confidence in Thailand.
The_present economic crisis started in Thailand and has led to the
tumbling of several other Asian economies like falling dominoes. If
economic stability were to return to the Asia-Pacific region, the line of
reversal may well begin in Thailand.

2. Thailand also would be deeply appreciative if during the visit of The

Honorable William Cohen, the U.S. Defense Secretary, to Thailand on 16

! January 1998, the U.S. Government could kmdly give favorable

—consideration to the request for a roll-over of payments for the arms

,_.% _procurement program of the Rayal Thai Armed Forces until the Thai

.economy returns to stability. Such a roll-over would relieve an

enormous burden on Thailand as it struggles to stabilize its economy in

the shortest possible time. Moreover, the alleviation of the debt burden

of the armed forces will contribute towards political stability and help
institutionalize the development of democracy in Thailand.




Joint Statement
of the Heads of State/Government of
the Member States of ASEAN on the Financial Situation
Kuala Lumpur, 15 December 1997

The ASEAN Heads of State/Government reviewed the prevailing regional currency
situation and their implications for the region's economies. They noted that despite the
economic fundamentals of the regional economies being corrected and improved
through the support and advice of the IMF, the depreciation of the currencies has
continued unabated. This has resulted in serious regression in the economic well-being
of the countries, their businesses and their peoples. Recognising the global dimension
of the problem, they called for greater national, regional and international efforts,
including by the major economies such as the European Union, Japan and the United
States, and international financial institutions, to overcome this situation as soon as
possible and address the systemic issues underlying it.

The ASEAN Heads of State/Government stressed that ASEAN countries must remain
united and show resolve in responding to the challenge posed by the currency
situation. In particular, they exchanged views on the appropriate policy responses and
agreed on the following :

They strongly endorsed the ASEAN Finance Ministers' agreement on the early
implementation of the Manila Framework to enhance regional surveillance,
strengthen economic and technical cooperation, support measures to
strengthen the IMF's capacity to respond to financial crises, and support the
proposed Cooperative financing arrangements that would supplement the IMF's
resources;

They strongly endorsed the ASEAN Finance Ministers' commitment to ensure
sound economic fundamentals and strengthen the financial sector. Taking note
of the recent establishment of the ASEAN Central Bank Forum, they supported
the ASEAN Finance Ministers' decision to form a Select Committee with a
permanent Secretariat, assisted by the Asian Development Bank, to develop in
close cooperation with international financial agencies a regional surveillance
mechanism that would emphasise preventive efforts to avoid the emergence of
risks that would precipitate a crisis;

They emphasised the importance of the ASEAN Finance Ministers' call upon
the IMF to undertake in-depth analysis of the structure of global financial
markets and short-term capital flows, including the ongoing study of the
operations of hedge funds and their impact on financial market activities as well
as the implications of technology on capital flows. They urged the IMF to
expedite this study and propose solutions to immediately stabilise the
currencies.



Towards this end, while they agreed that it is important to have sound economic
and financial policies and reforms to strengthen ASEAN's ability to cope
effectively with the challenges associated with liberalisation, they stressed the
importance of greater transparency of capital flows to ensure greater efficiency
in the functioning of economies and financial markets, They noted that since the
ASEAN Finance Ministers met two weeks ago, regional currencies have fallen,
causing further deterioration of the regional economies. It is therefore urgent
that global efforts be undertaken, including the central role of the IMF, to arrest
the currency slide and restore stability to the currency markets;

They reaffirmed their commitment to maintain an open trade and investment
environment in ASEAN, including through accelerated implementation of the
ASEAN Free Trade Area (AFTA), the ASEAN Investment Area (AlA) and the
ASEAN Industrial Cooperation (AICO) scheme. They agreed that in view of the
present situation, every effort should be made to remove barriers to trade and to
promote greater intra-ASEAN trade and investment;

They called on ASEAN capital market authorities to expeditiously draw up
measures to encourage the financing of infrastructure projects in ASEAN
through the ASEAN capital markets, and joint efforts to promote the
attractiveness of the region's capital markets to international investors; and

They reaffirmed the importance of enhanced cooperation on economic and
financial issues between the ASEAN Finance Ministers.
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nonexistent, 5 T Arn
[ /An effort to break out of that bind recently Congress, spends $135 million
falled when a group of the world's leading _matudlnhpenedhyfunm
pharmaceutical companies turned down a pro- ing and- politics, AIDS research
posal to establish a consortum of public aad noth[ngtdmoreﬂu’n&ﬁbmhamﬂy
private organizations for research on malaria  years, e '
and other tropical diseases. According to's  Humanitarign ‘concern has clearly
report In Science magazine, the companles insufficient. for. mobilizing the
begged off on a variety of commercial, legalistic  world's sclentific resources -againat.
and scientific grounds, with -some of them  digeage, But maybe it's not so distant,
explaining that they're already doing some the neverending boom in aif travel Though:
{ work on malaria drugs and vaccines. - oty Alria was banished from thie United States by
But malarla researchers skeptically nate that strict application of mosquito-<ontrol m _
the disease, which ls virulent in wany parts of . the disease is. brought: home: ,
Asia and Africa, offers little potental for long- . travélers pér year who W0 Infected abroad.
term profiis or even recouping the costs of Recent outhreaks in popular areas of
research. The preveation and treatmeit .of Including Thailand .and the Pacific
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For Clinton Health Care Planner, a New Drubb

lﬂg

- emerging as someone who was a.l’ :
- Serlous player on a serious issue," ; took, a battering,” he Vit
 one sympathetic White House officlal: the Internaf Project; he continued,

By JAMES BENNET ™ ..
WASHINGTON,: Jan...1."=- For | gaid: I've'kigwn Ira {6r'30 years.
more than twa years, Ira-C.Maga-- He!s & good ‘man’ Apdigo?s doing a
ziner had managed to keep his'head | good fob.” * "~ o
down, e | EMr: Magaiiner, 50 years old, quiet
Once a favorite target of Republl- ' and austere, stands out among the
cans, a symbol of White House over- backslapping politicians at the White
reaching and arrogance for his role House, He rarely attends meetings of
in drafting an ultimately falléd na- the senlor staf( these days, and when
tional health care plan, Mr! Maga- i ‘he does he almost never speaks. But
ziner, as gaunt, rumpléd and Intense ! within the White House ha Is geen as
as ever, had been laboring in studied  having done well with the Internet
obscurity, devising the ‘Clinton Ad- piﬁ_ect,.duplte the shadow of the
minlistration's approach'to regulat- health care debacle, C
Ing the Internet. . . -." ,"Hé continues tolabor very. qui-
The health care plan he once pro- | .etly and very nonabtrusively,” one
posed would have remade one-sev: | offictal sald, “so much go that there
enth of the nation’s.economy. But in | are times that.he seems like Ban-
hls second, quieter life in the White | . quo’s ghost, drifting back-and forth.”
House, he champloned industry self- (. Mr. Magaziner, senlor adviser to
regulation, urging President Clinton | ‘the President for policy develop-
to let the Internet alone, -+ . - . jment, says that he offered to fesign

Byt

Then, two weeks ago, Mr. Maga: | after the health'care plan failed in .

ziner's telephone rang at his home in | : 1994 but that Mr. Clinton asked him
Washington and plunged him back "' to stay. He went to work Identlfying

* Into the health care morass. How, a : Ways'to Increase American exports,

reporter wanted to. know, did he re- | : even as the lawsult that would lead to
spond to a Federal Judge’s ruling, :the damaging judicial ruling* two
that less than two months into the f + Weeks ago began taking more of his
Administration's first term, he sub- [ , time. Within the White House, he is
mitted a dishonest affidavit about | 'seen as having been protected in
the health care planning? : particular by Hillary Rodham Clin.
Mr. Magaziner had thought that a_: ton, whom he served as right-hand
United States attorney’s Inquiry fnto  *man in the health care éffort. -
that matter had exonerated him  -He says he has been pleased with
more than two years ago. the reception given his work since
“He was right on' the verge .ot' healthicare, - . - '

he said. But with

sald of Mr. Magaziner’s wotk.‘on ' “I've..been' able ‘to’ build a ‘lot . of
intemet pollgl. “‘and this thing was'a | Positive relationships — ' positive,
|

lind-side tac e ‘ i exei;%&wa%ilmulgu%ﬂnd-mmu ; I
.But his 'many critics- outside -the .. .5 s thing: came on,” he
Administration were less.subpr: sald D.f_-.ﬂt_e luzlee's-rullna. “I' was

 “The health care thing, I obviously

(0 see his health care work.catchi up . feeling pretty good about the things I

With him. John E. Berthoud,.presi- || Was able to do. oo
den;’hot the . National Taxpayers || . The.case that produced that ruling

Unlo )
deba® helped produce the RepuBllt§} of the Administration, when Mr. Clin-
can: fandslide in 1994 and clianged || ton dreamed of creating more

noted that the health “1s-évacative of the:heady early days -

Mr, Clinton's approach to governing: sweeﬁtnﬁ'-- Government -programs
and campaigning. So “it's not sur- | than ¢ has sought since. Along with

prising,” Mr., Berthaud sald,. “that _the Flrgt Lady, Mr; Magaziner was

thére should be prolonged: and;pro- | “at the,centar, feyerishly dssembling,

found effects.
well. ;

on‘Ira Magaziner” as | a team pl'hundreds to expand Fed-
i, 1 ke ationof health ¢are; .
.Mr. Clinton ‘Is stand by*'Mr,

eral : "
. Thi project was.an extraording

with him
participated -

_ Ty
- Magaziner,, "who - attended * Osiford opportunity for & sélf-assured policy '
"iﬁ'mm scliolar . and ;qua;?s"" ke Mr. Magaziner, who as-a k

th him cver-New ((college tudent’- had .’ persuaded: |

Year's at R{faihsance: Weekend, (n ‘Brown Vibrsity tochange:ts cur:

Hilton Head, 5.C,, the earnest annual * riculum radically and as a business

‘athering of ‘policy makers, s¢holars " consultant” had . tried {0 convert

and thelr groupies. (Mr, Magaziner Rhode ‘1sland, his' hiome state, into-a
on-“the ‘wired", soclety. X" . trial policy. . .

“Mr! Magaziner :and Mrs.. Clinton

tried to conduct their team’s deliber-

Ehe Nem;ﬁ ork Times

'FRIDAY, JANUARY 2, 1998

|

helped lead a panel discussjon. there laboratory for'his theories on Indus-
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atons In “secref, maintaining. that:
contidentiality was the/only'way:to
keep the plan from belng plicked"
apart by Interegt groups before it |
was even completed. But that effort”
contributed * to'..an - appearance.: of |
high-handedness. Qne group sued the.
Government; arguing that because.
not all’ participarits were Govern.
ment employees, Fedéral law fé-"
quired that meetings -of the health |
care planners be oper to'the public.
It was In response to that suit that
.Mr. Magaziner, on March 3, 1903,
~his 13-page affidavit, a"
dense description of the Administra-
tion's planning stuffed with refer-
ences to bodies like “the fnfrastruc- -
ture/integrated . health plans clus-
ter.” The affidavit described thie role
of outside consultants in’ that plan-: -
ning but,. in what' proved 'a-‘fateful -
sentence, sald, “Only Federal Gov-
ernment employees serve as.mem- .
bers of the Interdepartmental work-
Ing group.” - ’
In December 1994, after discovery
proceedings had produced numerous
White House documents detatling the
heaith care planning process,. the
judge, Royce.C. Lamberth, called -
Mr. Magaziner's statement .“mis- .
leading, at- best. Judge Lamberth
asked Federal prosecutors to investi-
gate whether Mr. Magaziner had
committed perjury or criminal con-
tempt of court. - o
The resulting six-month. inquiry
was led by Eric H. Holder Jr,; thena
United States attorney and riow, Dép-
uty Attorney General. .In an 18-page.
filing with the court In August 1995,
Mr. Holder wrote that he had found
“no_significant evidence" that- Mr,
e
‘mu

‘ally "false, ‘much'; %&W ithivas .
willfully and- Intentionally *$0;"“He"
also sald the .¢ontested " sentence
about the membership of the work- -
ing gréup was not significant eithes.
to the floyernment’s defense or i_!:'l
related. ruling that Judge. Lamber
had issued earller, - .- . ' .
Mr. Holder criticized sloppy White : .
House paperwork-that, he said,'had .-
falled to document that péople from '
the private sector had become; Gov: -
ernment employees to contribute'to '
the health care project, And he,was. -
scathingly critical of WHhite -House
lawyers, saymg ‘ther - failireg- had -
included not  e: ing .how."'the-
health" care 'y
changed - aft
statement. P g
In’a recent Intérview, Mr. .Maga-:
ziner defended ,himself by rnoting:
potntedly that he was not aslawyer-
.and saying he had 'relled on White
House and Justice Department law-'
yers In creating the health care task -
force and In drafting his affidavit: .
That defense may pose problems for-’
the lawyers who assisted"him, nota--
bly Beth Nolan,‘a former deputy:
White House counsel wha is awaiting
Senate confirmation to head the Jug-

tice Department's Office of Legal

er. "Mr, ' Magaziners: :
N

:neys" fees.sought by-the plaintiffs.

-effort by high-level Administration

.happened wlien it never corrected or

“¥rote: oL
" court’s commeéts about the investi-

. Posed’on the Government. (The Jus-

ning_systemy' had - M
lor’ my; political views, that’s fine,
;Magaziner said, speaking in staccato

S Y
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Mr. Magaziner and other White
House officlals. say they assumed
that his legal troubles were ovér.with
M., Holder's filing, ‘But on.Dec, 18,
Judge Lamberth welghed in for.what
he-called **hiopetully the final time,” |
té. determine penaltiés and attor-

o York Eimes

ByeN

*Where ‘Mr. Holder. had seen fuzzy

language and sloppy paperwork,
Judge Lamberth saw a deliberate

RY 2, 1998

officials to decelve:the court. f
*. The judge called Mr. Magaziner's
testimony ““dishoriest,” but he was
far more-upset by what came later. .
““The most outrageous conduct by
the Government In this case is what

updated the Magaziner declaration,”
he wrote, declaring that the Govern-
ment ‘should be ‘accountable when
its ofticials run amok.” - '
‘Mr. Holder and Judge Lamberth
had previoysly disagreed about the
substance of. Mr. Holder's filing. In a
letter- to the judge on Aug. 30, 1995,
which was was supplied to a reporter
by the White, House, Mr. Holder
that on:reviewing'some-of-the:

TFRIDAY, JANUA

gatlon's -results; he “became con-
cerned" that he had not been clear
enough. He repeated his findings, -
among them that there was no signif-

n

Icant evidence that Mr. Magaziner PN
had lied, o : .
Although  Judge Lamberth's

broadside of Dec, 18 was directed at
several officlals, critics of the Ad-
ministration have so far focused on
Mr. Magaziner, arguing that he, and
not.taxpayers, should pay the pen-
alty.of $285,864.78 that the judge im-
tice Dép
appeal)) Co
Mr! Magaziner seems to regard
L] é%.amberth v. Magaziner.
“I've. ntroversial in my life

artment Is consldering an

that's,«you know, democracy,” Mr.

bursts. ‘But nobody, even.opponents

In.the things I did before, ever ques-

tioned nty Integrity.” .
.- *‘And to have this judge come back
and.do.this. with no evidence,” he
said, makes him “livid."

+ Apparently. embarrassed by the.

heaf of -his. remarks, he added: | P 4
“That's why'['m probably being too -~
passtonate..Sa ‘1 apologize. But this is L

" Just wrong."
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;"jj . crucial first years. “This is not the -Ilt-lha:;z -waﬂ"‘;‘g‘m? ,}f‘@cﬁl},“? ‘::;kﬁ:and:::s
(24 H end of welfare reform_." he said along the way and some surprisins efforts
o that day and mady times later. o make a new social contract work. But'if -
% A ‘: ‘This is the beginning. : " welfare changed in head-spinning ways, the

© O Now, after an eventful first year, problems of most poor, single mothers did
; | ‘ 49 states have attached budgets pot.
TR and programs to the vague Federal  “Ending welfare” has a transformative
e, vision. Taken together, these deci- . ring: it suggests a world that, for good or ill,
oA sions begin to define what time is profoundly altered. In real life, welfare
% n limits and work requirements real- came and went in less definitive ways. With-
a. ; ly mean, at least in a vibrant econ- out it, some women found low-paying work.
CU - omy. Billions of dollars have flowed - Some secretly had it already. Some relied
g to states. Two million women and more heavily on boyfriends. Some slipped
= ¢ children have left the rolls. And more desperately into need. To those who
u . thousands of stories have taken lived them, the changes were dramatic. But,
| shape, of hard luck and hard-won ~they may have altered the country’s basic|
« y={ , achievements. dilemmas less radically than commonly’
<=/ In Wisconsin, Gov. Tommy G. Supposed. - ;
(Q Thompson started the nation’s bol: . With welfare and without it, the familiar
$y dest work program, all but elimi- struggles remained: families in poverty and
<=/ i Dating cash aid. In Alabama, a |children without fathers. In the end, it might
)| State Representative, Jim Carns, [Prove easier than anyone imagined to:
— | the need for services that, as a we' ";’f&f;ﬂ- and even harder to change.
conservative Republican, he for- Opie’s . : :
Y= | merly scorned. In Greenville, ' Early appraisals come with a warning:
[T s, Beth Bradford tried to build data are scarce; the economy is strong, and,
a bridge between her church and MOst recipients have not yet reached-the
" the welfare poor, but surrendered time limits that will remove them from the
" with frustration at the town’sracial TOls. The current snapshot captures a best-
= and class divisions. ~case moment. But slowly, tentatively, amid
e After 19 years on welfare in Mil- | conflicting impressions, some lessons are
qv§ waukee, Marla Spencer not only ' SYarting to emerge. '
« _found a job but kept it. After years - Inese are among the surprises: . :
— 9For : s easier than'
n e "hardly an e wel-
U2 LESSONS LEARNED fare rolls. Even modest work requirements
3 ar fo- uce hu in case-
8 Welfare Reform’s First Months:  Joads, h e case both in places
— with>good economies, like Wisconsin, and
O A special report. bad ones, like the Mississippi Delta. In some
5 places, anu-welr?; rhetoric alone drove
. caseloads down, before the new programs
( ’ ) of discarding jobs like old socks, gven took effect. As welfare becomes more
Opal Caples lost one more. After  demanding, those with other options take
losing her check, Theresa Sledge -them.. : .
moved to a ramshackle trailer 15 9Despite the talk of '‘moving recipients
. miles from Pensacola, Fla.'She is from welfare to work, the early evidence
. rearing her three children there on ‘suggests that only about half of those leav:
_food stamps and charity while her ,ing the ave. jobs. That percentage
husband talks o of gof see €orno T than in the past, in
to sellipg dmgrfefsywegai;g;g -weaker economies and with less stringent

0, 1997

Y, DECEMBER 3
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WASHINGTON, Dec. 29 — When,
at last, President Clinton walked
into the Rose Garden on Aug. 22,
1996, to “‘end welfare as we know
it,” he brought many dramas to a
close: ‘six decades of anti-poverty

"policy; five years of ideological
warfare; a standoff with Congress
that had produced two vetoes, and
a battle that had split his Cabinet

and his party.

"He also opened a new chapter in |

the nation's relationship with its
poor. Damp with'the morning’s op-
pressive humidity, reaching for his
pens, the President urged the fa-
tigued combatants on all sides to
pay attention to the experiment'’s

- By JASON DePARLE [\

from a right to a rigor, Ms. Sledge
said, “it's either too easy or too
hard-l! . g

Mr. Clinton’s decision to sign the -

new welfare law has been scoured
for what it reveals of his character.
‘Did he sacrifice poor children for
political gain? Did he finally find
the mix of opportunity and respon-
sibility he had pledged for so long to
pursue? )

What gives these questions such
resonance is that they apply to the '
country as a whole. To chart the,
nation’s nascent welfare policyisto '
glimpse the American soul, its car-
ing and its callousness, its fairness
and its biases, its competence and
its neglect.

As the bill made its passage
through Congress last year, its
friends and enemies spoke out in
homiletic terms. They described
how their parents and grandpar-

Continued on Page Al6

Continued From Page Al

ents had made it in this country. (Or had
not. Or could not.) They insisted their com-
munities would care for the poor. (Or had
not. Or would not.) They spoke, either ex-
Plicitly or through the thinnest of veils, of all
the dangerous subjects the word ‘“welfare”

evokes: race, class and sex. What is taking

shape is not just a new program with an
ungainly name — Temporary Assistance
for Needy Families — but a nation’s defini-

tion of itself.

Perhaps the simplest of all surprises is

that welfare really changed. Unlike
ous welfare laws, this one was not a

previ-

paper

reform confined to a White House lawn. It
set off warning bells from the governor’s

‘rules. With more people than ever leaving

welfare, the raw number of workers

neither benefits nor jobs.

is ris-

ing. But so is the number of families with

ar

-.m.mamiaiye. With unemployment at its
. lowest level in 24 years;entry-level-pasitions
ewidely available. But wages aretyp

ical-
mon and so is part-

work. The earliest surveys suggest
that many of those leaving welfare for work
still remain in poverty. .

at

That js partly because states have n
e new investments in chil re. And it
: ause many recipients prefer to
leave their with family and Triends.

. Buttheq I
centers and with neighbors alike.

QSinﬂumeaAhﬂd-cugﬂmﬁg} that
critj ve | failed pear.

a tes have made

ty of care remains cern, in

9Even under optimal circumstances, the

new laws are claim ualties. Even
El'drrmﬂgg’tfe%:ﬂﬁm&, tens of
thousands of ients have Iost their bene-
(5 Tl et T Tl some

willfully, some Iost in bureaucratic confu-

sion. Many have seen substantial declines in

incomes.already dangerously low. But this

|

increased hardship has

not n;g_gg%ed the
surge of homelessness or abandoned chil-
drenthar-crities Teared. For & while, at

ear
le@st, most Tecipients can

survive on the

patchwork help of family and friends.
9Despite the threat to crack down on
deadbeat dads,

almost all t rden has
remained on the mothers. States remain

It

ations, and some have resisted the

@mw
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€s on

fathers in arrears. Likewise, much of last

year’s

ebate foclised on reducing out-of-

wedlock births. But in state welfare offices,

tion and almost always on work. “We pa

the focus was seldom on pregnancy prev«ny—\[

too much attention to the mothers ‘and not
enough attention to the fathers,” said Wen-
dell E. Primus, a top welfare official who
resigned last year to protest the new laws.

9The passage of the law has helped
[ the litics th ght it
ut. restored many of the cuts

mod-

“tmrimmigrant programs it had made just a
few months earlier, and most state legisla-
tures rejected the harshest optibns avail-
able under the law. On the contrary, some
recipients have found themselves lauded in

- civic. campaigns designed to rid welfare of
its stigma. In Montgomery, Ala., the NBC
affiliate runs a weekly feature portraying a
welfare family in a'favorable light. “Dump
the stereotypes,” the correspondent says.

of

sored

9Althoug

tates are pairing their

rul

ith
ed whether Con-
gress would have passed a straightforward
spending increase, Representative E. Clay
Shaw Jr.,, the Florida Republican who spon-

ce

the law, laughed and said, “That

wouldn’t even have gotten a hearing.”

Some promising starts under ideal condi-

tions and some signposts of trouble to come,
the early lessons have emerged on three

fronts

: welfare policy, welfare politics and

what might be called welfare civics.

Wel.fére_ Policy

~ Caseloads Declining

At

Startling Rate

" Positive or negative, "approving . or
alarmed, every analysis begins with the
same startling event: the unprecedented ex-

odus from the rolls. Nearly 1.4 million fam-.

ilies have surrendered their checks since the

9With a few regional exceptions, the job'
age-that critics feared has so far fajled’
Families on re
Yearly average, except '97 data, which
is the monthly average for July. _
5 million 3,742,000
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E_Surely a job-rich economy is luring fam-

"ilies away. Tougher programs.are pushing
them away. And the drumbeat of anti-wel-
fare rhetoric seems to be scolding them
away. Yet the importance of all three forces
is difficult to discern, and it varies greatly
from place to place. Like a national Ror-
schach, the graphs that plot a falling case-
load evoke a mix of hopes and fears.

“It shows the faith we had in the human
spirit was well placed,”” said Mr. Shaw, the
hill’s lead author,

1t doasn't show anything yet,' said Sena-
tor Daniel Patrick Moynihan, the New York
Democrat who led the opposition.

It does, however, defy what for decades
had been a law of reverse gravity: rolls that
went up did not come down. By 1994, the
number of welfare recipients peaked at more
than 14 million, almost all of them single
‘women and children. The natlon's welfare
families tripled in the 1960's, nearly doubled
in the 1970’s, and bulged again after the 1990
recession.

Now the rolls have fallen 27 percent, and
the pace continues to accelerate.

The rolls fell 7 percent in 1805, 11 percent

In 1996, and at an annual rate of 18 percent in
the first half of 1997, Even those numbers
understate the average state’s pace .of
change, because California and New York,
with a nearly a third of the nation’s welfare

But the journey of Rebekah Phillips, 24, a
Pensacola woman with four young children,
may be more common. After three years on
welfare, Ms. Phillips landed a job at a con-
venience store and moved up to a $5.25-an-
hour job as assistant manager. She was the
portrait of self-confidence one evening last
May as she stood beside a display of Laffy
Taffy and praised the virtues of work.

“When F.D.R, started the welfare pro-
gram, he did a great thing,” Ms. Phillips
sald, “But now you have whole generations
of funulies hresding other famithies 1o rely on
Uncle Sam. [ don’t expect Uncle Sam-to take
care of me.”

But a few months later, she grew de-
pressed and began quarreling with her boss.
“They say I quit, I say I got fired,” she said
last week. She found a second job but lost it
two weeks later, and she is once more unem-

"ployed. "1 was like, *Hey, 1've got this fat job.

I'm assistant manager,’ "' she said. "1 didn't
even see the brick wall.”

Likewise, Opal Caples, a Milwaukee wom-
an, is once more unemployed after appearing
on the cover of The New York Times Maga-
zine in August for an article on the chal-
lenges that work programs face.
through a severe depression,”” Ms. Caples
said last month,

A handful of states have conducted sur-

veys to see how many former recipients

1 went .
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recipients, have lagged behind the rest of the
country.

‘A national unemployment rate of just.4.6
percent is partly responsible. But there is
much that it does not explain. Over the last

four years, Minnesota and Wisconsin had

virtually the same level of unemployment.
But Wisconsin pioneered work requirements
and its rolls fell nearly three times as fast.

Work rules have cut the rolls in places like
the Mississippi Delta, where unemployment
runs high. Even the credible talk of tougher -
rules can chase recipients away. As Missis-
sippi’s’ plan’ was ‘moving ‘through the state
Legislature, caseloads in Tallahatchie Coun-
‘ty'{ell. 25 percent. And the county’s already
high unemployment rate rose higher, to just
over 12 percent,

Several lessons seem clear. One is that
many people on welfare have other options
for supporting themselves. In fact, with wel-
fare benefits themselves too little to live on

(the average family of three receives just .
$380 a month), many secretly had jobs, A -

second lesson is that when the difficulties of
receiving welfare increase, those who can
make other arrangements do. “A lot of peo-
ple leaving the rolls are saying it's just not
worth it,” said Barry Van Lare, director of
the Welfare Information Network, a nonprof-
it group monitoring the new law.

In:trying to move recipients from welfare
to work, President Clinton has hoped for'
more than-just economic gain. He has also
lauded the “structure, purpose, meaning and
dignity that work gives.” On the surface, the
employment picture is more encouraging
than almost anyone expected. Short of labor,
employers have turned‘to welfare recipients,
and welfare offices are working hard to
supply them. But with wages low and job loss
startlingly high, it is still hard to predict what -
programs will achieve, either in the moral or
:conomic sense.

“I'm struck by how much creativity
‘here’s been,” said David Butler, associate
lirector of the Manpower Demonstration
Research Corporation, a New York City
jroup that evaluates work programs. “But I
hink it's been assumed if you got a job,
hings would take care of themselves. I don’t
hink that’s been very well thought through.”

At their best, work programs have pro-

luced triumphs like that of Marla Spencer, a
ongtime Milwaukee recipient. Without the
iressure of the new rules, Ms. Spencer said,
he would never have found a job. Now she
arns $5.95 an hour working In o commercial
aundry, and she has married a Milwaukee
us driver. “Do like I did,” she tells other
ecipients. “‘Listen to your supervisor.”

Race and Ethnicity Trends

Race.or ethnicity of families.on welfare.
J .
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have jobs. Few surveys are - academically
rigorous, but they suggest a similar story.
In Massachusetts, 50 percent of the former
recipients said they had jobs. In Idaho, 52
percent. In New Mexico, 56 percent. Tennes-
see’s figure is unpublished, but Haskel Harri-
son, the researcher who'ran the study, said,
“It’s going to be in the 50 percent range.” In
Maryland, 49 percent worked in the quarter

.they left the rolls, though the figure rose

three months later to 66 percent.

Manpower Demonstration Research, the
evaluation company, did more careful srud-
ies of two experimental programs that began
in 1994. In Pensacola, 48 percent of those who
left the rolls had jobs. In Minnesota, the
figure was 50 percent. In New York, Mayor
Rudolph W. Giuliani has-declined to track
recipients, so there is no way to know how
many are getting jobs. ,

Though the surveys are not definitive,
their numbers show little or no improvement
over the old welfare era. The most frequently
cited study, by LaDonna Pavetti of the Urban
Institute, a research group in Washington,
found that about 46 percent of those leaving
the rolls in the 1980’s had jobs.

On the surface, the lack of improvement
may seem disappointing. Then again, finding
jobs for half of those leaving welfare might
be considered an achievement, because
more recipients (and more troubled recipi-
ents) are being pushed from the rolls, And if
former reciplents are not working, It Is sel-
dom because. of a job shortage, the problem
that many analysts feared a few years ago.

“I have yet to find a program administra-
tor worried about finding jobs for people,”
said Ms. Pavetti, who is evaluating programs

in 10 states. “They’re worried about whether

the people will I show up.”

- Some recipients lose jobs because they
lack reliable child care. But most states have
significantly expanded their child care pro-

-grams, and many recipients use relatives
and" ne

ighbors. -In' Florida, - clients have
sought help with child care about half as
often as officials initially expected. (Short-
ages do exist across the country for infant

_ and night care,)

Transportation can also be a problem. And
it can be a harder one to solve, because jobs
often lie beyond public transportation routes.’

‘But the reasons for job loss go far beyond
baby sitters and cars. Flagging spirits, fights
with supervisors, distractions at home — the
internal struggles like those of Ms. Phillips
and Ms. Caples are often the most profund.

Those who manage to keep their jobs
might face a different problem, poverty-
level wages. Tennessee surveyed 205 recipi-
ents who had found jobs: Three months later,
only 75 percent were working, and just 48
percent were working full time. Those con-
sidered full time averaged 33 hours a week at
$5.82 an hour, for a projected annual income
of $9,987. That is certainly more than the
$2,220 the state paid in cash welfare. But it is
below the poverty level of $12,500 for a family
of three.

- In Maryland, those working were also be-
low the poverty line, with average earnings
of $8,300 a year.

The economic picture looks better when
other Government benefits are figured in,
Federal tax credits now provide low-income
workers up to $3,650 a year, and most can
also receive food stamps. And supporters of
the new law argue.that earnings will im-
prove with time. “They certainly weren’t
going to get out of poverty by staying on
welfare,” said Robert Rector of the Heritage
Foundation, a conservative research institu-
tion in W .

But to the extent that wages do rise, they
tend to do so slowly. And no matter how they

are measured, overall earnings remain low.

“I'm concerned about earnings, there’s no
question about that,” said Donna E. Shalala,
the Secretary of Health and Human Services.
“The whole point of this is to eliminate
poverty in the United States, not just to get
people off of welfare.”

. Tougher rules come. at a cost. Dropped
from the rolls for rules violations, tens of
thousands of families have found themselves
with neither welfare nor work. In bare cup-
boards and in cold trallers, their hardships
are accumulating. The defenders of the law

. say that is no surprise,

“You're going to have some who are just
not going to be able to make it,”’ said Mr.
Shaw, the bill's author. “Welfare reform
didn’t just present an opportunity. It also

—‘M"“



pieseniea a certain amount of pain for not
belng able to take control of your life.”

LCike other supporters of the law, Mr.
Shaw finds reassurance in the absence of
the widespread, visible suffering that some
critics had predicted — “children sleeping
on the grates,” in the words of Senator
Moynihan. “That’s not happening,” Mr.
Shaw said.

It is true that in most cases the loss of a
welfare check has not led to homelessness
or child abandonment. But the extent of
increased hardship is noteworthy nonethe-
less. As Senator Moynihan notes, ‘“You
won’t know what you’ve done until the five-
year cut-off begins.”

The number of families being dropped
from'the rolls varies widely by state. In
Tennessee this spring, 28 percent of case
closings were due to rules violations. Th
Maryland, the figure was just 5 percent.

Some who lose their checks actually see
their incomes grow. That is,, they refuse to
comply precisely because they have better
alternatives: : jobs, boyfriends, hidden

sources of support. A recent study in Iowa_
found that 40 percent of those dropped from

the rolls saw their incomes rise. The aver-
age gains were sizable: $496 a month.

But another 49 percent saw their incomes
fall, by an average of $384 a. month. “You’d
expect a lot of hardship from a decline that
large,” said Kathryn Edin, a sociologist at
the University of Pennsylvania and an ex-
pert on the budgets of single mothers.
Counting everything from food stamps to
secret jobs, Ms.- Edin estimated that the
average recipient actually lived on $850 a
month. A $384 cut, in other words, repre-
sents a 45 percent loss.

Depressed, disdainful or addicted to——

drugs, some recipients knowingly violate
the rules. Others get lost in a bureaucratic
shuffle. In Milwaukee earlier this year, as
many as 44 percent of the penalties were
mistakenly imposed and later overturned. A
_Tennessee study found that 30 percent of
those failing to cooperate did so ‘‘without
understanding the consequences of their
actions.”

And, Ms. Shalaia warns, some of the fam-
ilies losing welfare are also losing Medicaid,
perhaps because caseworkers are failing to
inform them of their continuing eligibility.
“There are a lot of children who could get it
and aren’t getting it,” she said.

Mr. Rector of the Heritage Foundation
said the focus on lost income was misplaced.
In the long run, he said, penalties can teach

families to function. “Life doesn’t treat the :

clueless very well,” he said. ‘You have to
treat them as the real world is going to treat
them.”

A lost check does lead some recipients to
confront their problems. After she was
dropped from the rolls last February, Loret-
ta Wright moved to a Milwaukee homeless
shelter and stopped using drugs. Then she
moved to Minnesota and found a job. “I'm
doing great,” she said, when reached this
month.

But other women are scarred in ways that
make them difficult to change. Theresa
Sledge, who suffered a childhood of sexual
abuse and had her first baby when she was
15, did not conquer her chronic depression
when“she lost her welfare check. She sold
her bed to get.extra money and began
sleeping with her three- children on her
trailer floor. ““I get so frustrated,” she said
.ast week. “I'm afraid I'm going to hurt one
f my children.”.

One of the year’s surprises is that so
nany families could lose their benefits with-
wt winding up in the streets. More than

0,000 families have left the rolls in Milwau-
‘ee, for instance, but only a few hundred are
hought to have moved into shelters.

Again, Ms. Edin’s research is instructive.
he estimates that cash benefits account for
nly 34 percent of the average recipient’s
icome. Food stamps provide about 25 per-
ent. And 36 percent comes from hidden
surces like under-the-table jobs, boy-

iends, contributions fram relatives or pri-
ate charities.

But these other sources of income are less

able than welfare. And they tend to erode

ith time. “There’s a cushion there, but it’s
it as big of a cushion as they’'re going to
ed,” said Ms. Edin, who predicts a grad-

1l increase in homelessness. ‘‘None of the

ally hard-edged stuff has even hit yet. I'm

rprised there are this many losers this

on.”
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Welfare Politics

With Stricter Rules
Comes Moderation

In retrospect, what is striking is not that
the welfare system changed so fast, but that
it avoided change for so long. Born in the
Depression as a plan for widows’ relief, Aid
to Families with Dependent Children spent
its last 25 years in a downward spiral and
died a friendless death.

The reasons are understandable. The pro-
gram did not require work. It did not pro-
mote stable families. It often did not seem to
help the people it served. But the suddenness
of the change, the tone of the rhetoric and the
magnitude of the cuts in other anti-poverty
programs left an open question. Are the
politics of the moment merely anti-welfare?
Or are they downright anti-poor?

The answers were mixed this year. as
states filled in the Federal template. On the
whole, states made surprisingly large invest-
ments in work-related services, like job |

placement, transportation and especially‘1

child care. But they also placed severe penal-
ties on recipients who, for whatever reason,
failed to comply with the rules. And even in
flush times, states began channeling some of
their new Federal resources away from the
poor and toward causes like tax relief.
“Those of us who worried about a race.to
" the bottom, have we seen that? No,"”” said Bob
Greenstein, director of the Center on Budget
and Policy Priorities, a Washington research
and advocacy group. But Mr. Greenstein

we go through the full economic cycle’™

The law restricts recipients to five years of -
Federal benefits in their lifetime (though
states can grant extensions to 20 percent of
their caseloads). And it requires states to
enroll 30. percent of their recipients in work
programs in 1998, a rate that grows to 50
percent by 2002, Beyond that, states can do
almost anything they choose.

To be sure, virtually every state imposed !
limits and penalties that would have been .,
unthinkable in the-past. At least 20 states :
have set time limits shorter than five years,
and in 10 states it is just two years. In the
| past, recipients who failed to comply with-a
work program typically lost a third of their
grant. Now in 33 states, they lose all cash
support. Idaho passed a law so restrictive it
removed half the state’s recipients from the .
rolls in a single day.

But in most places, the harshest proposals
met countervailing political pressures. The

. New York State Legislature rejected a plan

by Gov. George E. Pataki to cut benefits by
45 percent over five years. The California

Legislature defeated a plan by Gov. Pete:"

Wilson to create time limits as short as one:
year. Both states wound up combining their |
new work requirements with expansions of |
job placement, child care and other services.

“Forcing recipients to work as a condition
of receiving benefits, and providing support
services, those are the two things that have"
come together,” said Jack Tweedie, who
monitors welfare programs for the National
Conference of State Legislators.

Perhaps no state better embodies that
dual ethic than Wiscogsin, which presents

i both sides in exaggerated form. Certainly its

program, Wisconsin Works, is tougher than

| anything that has preceded it. Those who do

not work do not get paid, with virtually no
exceptions.

But it also goes further than any previous
program to build a work-based safety net.
The state is offering subsidized child carenot
just to welfare recipients but to all low-
income workers. It is proposing to do the
same with health care. And it is creating
thousands of community service jobs.

Governor Thompson, a Republican, came
to office 10 years ago on a pledge to cut
welfare benefits, a promise he quickly kept.
But this year, with the work program in
place, he pushed through a 20 percent benefit
increas®, as if to punctuate a new generosity
toward work. “I thought we ought to do
an
cessful,” he said.

ything we can to make this program suc-

‘ Often, the politics of welfare became less

| ideological this year, as legislators confront-
ed the practical challenges of building work
programs.

“I had the typical knee-jerk reaction be-
fore I got into all this,” said Mr. Camns, the
Republican legislator in Alabama. “I thought
it'd be easier to save money.” Instead, he
found himself supporting earnings supple-
ments for recipients who find jobs and child
care for teen-age mothers. “You have to put
in an investment to get people into the work
place,” he said.

, Mr. Carns’s evolving views drew a compli-

| ment from State Senator Rodger Mell Smith-
erman, a Democrat who is the chairman of
the Black Caucus in the Alabama Senate.
“There’s a realization that it’s one thing to

| 'say you want people to work, but it’s another
to create the environment for them to do
that,” Mr. Smitherman said. ““I was pleased
to see that it wasn’t all harsh.”

By contrast, the child sypport debates
proved surprisingly contentious, especially
in Western states. Many resisted the law’s
new penalties, like withholding occupational
| or sporting licenses from fathers in arrears.

Of course, it is easy to make investments
in work programs when states are awash in
Federal money. The Federal Government
will send states nearly $3 billion more this
tiscal year than it would have under the old
system. That is because Washington now
. sends states fixed payments, called block

i grants, based on the welfare population of
previous years, before the caseloads
plunged.

Wisconsin will spend about 62 percent
more for each recipient this year. A full
accounting is hard to find, but even the least
-, generous states are probably spending 20
* percent more for each client, simply because

. caseloads have fallen so sharply.

But in an economic downturn, those fiscal
dynamics will reverse, It is whenstates have
rising caseloads and falling resources-that a
“race to the bottom’ may ensue. (Were
welfare still an entitlement, the cost of rising
caseloads would be largely offset by an in-
crease in Federal spending.)

Even in these flush times, states are
1 putting their additional resources to mixed
use. New York, for instance, will receive
about $730 million more this year than it
would have under the old system. But ac-
cording to & budget analysis by the State
Comptroller, Carl McCall, $455 million is
being dlanneled_inm_stale_nm.lncaLuscal

Coasting on their caseload declines, few
states are investing in the intensive services
their more troubled clients will need, like
drug treatment and mental health counsel-
ing. Few are setting aside rainy-day money
for a slower economy, although everyone
agrees rainier days are inevitable. “It's go-
ing to get tougher, no doubt,” warns Mr.
Shaw, the bill’s main sponsor.

Welfare Civics

Broader Involvement,
And Frustration, Too

In explaining his decision to sign the law,
Mr. Clinton expressed the hope not just for a
more generous politics but something deeper
still: a fuller involvement of American soci-
ety in the lives of the poor, a new welfare
civics. .

“This becomes everyone’s responsibility,”
he said when'he signed the bill. Anyone “who
has ever said a disparaging word about the
welfare system should now say, ‘O.K,, that’s
gone: what is my responsibility to make it
better? "

It was a romantic, hope, to. be sure, and
perhaps a flimsy one. But the past year has
brought much of the civic involvement Mr.
Clinton had hoped for. Businesses and
churches, nonprofit organizations and indi-
viduals — more institutions than ever before
have gotten involved in welfare programs.
They are running training programs and
clothing closets, Bible studies and advertis-
ing campaigns. And, much as Mr. Clinton
sought, the public portrayals of welfare have
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. Not long ago, voters could turn to C-Span
and catch Speaker Newt Gingrich. calling
welfare recipients a threat “to American
civilization,” Now, in Charlotte, N.C., they
can find billboards sponsored by the Cham-
ber of Commerce urging employers to give
welfare recipients a chance. .

Those broader community bonds have im-
pressed professionals who know how lonely
the work of welfare bureaucracies has been,
‘“That shift, seeing reclpients as workers, us
fellow citizens, is enormously important,”
said Olivia Golden, an Assistant Secretary of

~Health and Human Services.

But there are limits to what these civic
efforts can do, Many volunteers are likely to
discover what their predecessors have found
in the past: It can be difficult to make a long-
term difference in a poor family’s life.

It is hard to imagine a more committed
volunteer than Ms. Pavetti, the Urban Insti-

tute researcher. Fifteen years ago, she began

e, tutoring one of the city’s fourth graders, and
when she dropped out of school, when she
dropped out of Job Corps, as she cycled in
and out of jobs. In some years, Ms. Pavetti
saw her friend every day. Then eight months

. ago, the woman suddenly disappeared. =

_“I've done an awful lot, but I haven't
changed the direction of my lost child’s life,”
Ms. Pavetti said. “I believe mentoring pro-
grams work for people who need a little bit of

_ help, They don’t work for people who need a
lot of help.” -

- The experience of Covenant Presbyterian |
Church in Greenville, Miss., shows the depths

of the challenges a new welfare civics will
face. A few years ago, when Gov. Kirk For-
dice tried to rally the state’s churches —
*‘God, not government, will be the savior of
welfare recipients,” he said — Covenant
Presbyterian was the -only one in town to
respond.

Beth Bradford, the .volunteer who coordi- .

nated the effort, agreed with Mr. Fordice's
. idea that faithful citizens could help recipi-

ents more than government bureaucracies, -

Her goal, Ms. Bradford said, was “not just to
find them a job, it was to instill in them
morals and godly values.” .

But evén the logistics proved hard. Though
‘about 30'women signed up for the program,

only a handful came to the first meeting. The

- ‘church is on the south side of town. The poor

* live on the north. The church members were .

all white. The recipients were all black. And
-most of them had no phones.

Within a few meetings, the number in
regular attendance had dwindled to two or
three. “It's very discouraging,” Ms. Brad-
ford said. “You volunteer your time and
nobody shows up.”

Ms. Bradford’s disappointments increased

after she arranged for some of the womento
take a course to become nursing assistants. :

" None found jobs in the field.
Still, she redoubled her efforts and took on
- -a second class. But it soon disintegrated into
a weekly gripe session among recipients who
faulted Ms, Bradford for tholr fallures te flid
work. “We complained so much they were

afraid of us,” said Loretta Taylor, who grew

so frustrated she used to cry in class,

Ms. Bradford, in turn, grew weary and
impatient with the-carping. *I finally said,
‘Give us a break, we're not miracle work-
ers,’ " she said. “We had a little outburst.”
When Ms. Bradford gave birth to twins, she
ended her efforts and no one picked up the
slack. “We just kind of fizzled away,” she
said. :

But if the program did not change the .

welfare sjtuation in Greenville, it did build
one new friendship. Among those in the first
class was a woman named Jennifer Lockett,
-who had cycled between welfare and work
since she had her first child at 15. She had
gone back on welfare after quitting a night
job. Without her supervision, Ms. Lockett
said, her two children were not doing their
homework. !

/D=8

snMs-Pavetti has stayed with her ever since: .

Hearing that story of devoted parenting,
“opened my eyes a lot,”” Ms. Bradford said.
“I realized I was the one with all the stereo-
types.”

Likewise, Ms. Lockett was surprised to
find 'herself relating so easily to a doctor’s
wife. “I fell in love with her when I first met
her,” Ms. Lockett said. “She always had an
encouraging word,"”

Ms. Lockell did not find a nursing assist-
ant’s job when she finished the program, but
she kept mailing out résumés. Months later,
an offer arrived, from a doctor who worked
with Ms. Bradford’s husband. “I jumped up
and down, and hollered and screamed, and
cried and thanked the Lord,” Ms. Lockett
said. “I had been praying for this job.” Now; !

a year later, Ms. Lockett is still at work, and
she and Ms. Bradford are friends. .

Looking back, it is possible to see in Ms.
Bradford's experience much of what. the
President had hoped for 16 months ago: good

.will, energy, creativity and concern, It is also

impossible to miss the distance between her
good intentions and her great expectations. |

Like most who cross the barriers into the
welfare world — like the nation’s experiment
as a whole — Ms. Bradford discovered layers
of economic and social need more complex
than she had imagined. There was a mix of -
nostalgia and fatigue in her voice when she
said, “It was a reality check for me.”

Welfare Programs
In Region Follow

Different Routes

" Plans for overhauling welfare in
New York, New Jersey and Connecti-
cut, with a mix of tough talk and more
practical.considerations, have played
out in differing ways. '

New Jersey preserved benefits for
legal immigrants already living in the
state. Connecticut hired a private
company to handle child care for re-
cipients, but the plan mostly failed.

- And New York retreated from a vari-
ety of ideas.

In Connecticut, a state with one of
the strictest time limits, about 950
families were ordered off the rolls
last month. But half were granted
extensions. Connecticut allowed re- -
cipients who found work to keep bene-
fits and earnings for a time. Officials
said-they hoped one-fifth of the state-
wide caseload of about 55,000 families

- would be off the rolls by November
1998, :

New Jersey, which cut its caseload
by 20 percent from 1994 to 1997, used"
Federal money for child care pro-
grams and an extra year on welfare
for womo, The state’'s  cusolond
dropped to 96,000 in 1997 from about
120,000 in 1994, ' .

New York, with the second-largest .
Wwelfare caseload in the country, con-
tinued to drive down the. number of
people on the rolls through its work
programs. In April 1994, the number
of families receiving Federal welfare
payments was 458,221, dropping to
359,707 in  September. But officials
conceded they had no idea how many
were working, and critics said the
state lacked imaginative initiatives
for job training and day care,

: - While promising to end cash pay-
ments to single adult welfare recipi-
ents after two .years, the state en-
acted a system that pledged to pro- -
vide vouchers for food and shelter

"indefinitely to anyone who needed
them. - .

Across the Country, _the'Number of Families on Welfare Drops Sharply

Percentage change in the number of families on welfare from March 1994 to July 1997.
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Cost and Cleanliness

: ‘search Assoclates, and an expert on
Y DATIUEWL. WALD electricity. “The technology of choice
- everywhere you go i3 gas.” . .
WASHINGTON, Jan. 1 — No matter . Mr. Kahn and others say that utilitle
what effect they have on the coal indus- - have been borrowing technological ad-
try, the Kyoto accords on global climate . vances from the aviation business and
change will probably not revive the nu- that the cheapest way to make electrici-
clear power industry. Even some reac-  ty now is to burn natural gas In combus-
tor makers agree with the energy ex- tlon turbines, which are egsentlally gi-
perts on this one. ant jet engines bolted to the ground, At
When a power plant is needed thess - many power plants, the. waste gases &
days, the decision on what kind to bujld -__from the e ~are used to.boll.
Is generally made according to'fuel ' Waterinto steam, which is toturna
avallabllity and cost, not carbon dioxide  steam turbine and make yet more elec-
output. That Is expected to continus, at  tricity. In ‘such “comblned cyzle”
least until countries that ratify the Kyo-  plants, 50 percent of the energy in the
to accords put large taxes on carbon : Ratural gas is turned Into electricity,
emissions. compared with aboru_t 33 itm“m in older
In the longer term, the emission of - plants running on:fossil fuels. -
greenhouse gases from power plants is .- - * At the Energy Information Adminls-
" likely to be cut at least In part by tration, a branch of the Energy Depart-
retiring inefficlent coal plants, because . ment, Jay E. Hakes, the administrator,
coal burned in-thoseplants emits the'! = -
most carbon dioxide. - ' = Continued on Page 3
The question then becomeés what the
most cost-effective approach is. Nucle-*
ar reactors produce no carbon dloxidé,
but they are expensive and pose envi-
ronmerital risks, It might be preferable,
experts say, to use the same money.to
build a much ‘larger number of ‘plants,
running on natural gas, which produce
very little carbon dfoxide. g
“The greenhouse threat (8 - not.
enough' to revive nuclear power, said
Edward P. Kahn, vice president of a
consulting firm, Natlonal Economic Re-

The Fuel of Cholce - . .
Coal remains the mypst widely used fuel for progucing electriclty, despite some

limited inroads Dy puslear powar. But the useg}q‘ and gas, the other fossi) fuels,
has declined. ' _ e AR

60%

‘ " T T || | —
L 8. R R & :
Sources: Edison Electric (nstitute; Cambridge Energy Research Associstes: D *Theough Ayguet
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v = g—— .t tlon of Arfington, Va, which bullds
: sald: "“The combined-cycle gasplant power plants around the world, sald
: has raised the bar for every other that ng udlity, governiment or elec-
; technology. You can produce elec tricity customer had even hinted of
: tricity at a price 10 years ago people any Interest In global warming,.
i i would have said was Impossible.” “If we .switched from a coal
l ; Combined-cycle plants are not car- project to a gas project,” he said, “in
L bon-free, of course, but taking their ga country where gas ls expensive,
| costs into account, some people see  Just becatse we were do-gooders and
3 them as the best option. .- wanted ta reduce the global warm
Arjun Makhifani, a physiciat who Impact, It starts adding 10, 20 or
[ B ihe president of the Institute for percent to the. cost of a Kilywa
‘-. Energy and Environmental Re- hour,” .

i —

search, a nonprofit group in Takoma  Some antl-nuclear advocates have
Park, Md,, calculated that a kilowatt-  also argued that bullding a reactor, a
i hour from a combined-cycle plant -huge structure of steel and concrete,
| running on gas would emit about 0,12 ‘requires more energy and results in
| kilos of carbon, vs. zero for the reac. more carbon emissions than
: tor and 0.4 for an inefflclent coal a simpler plant, creating a “carbon
plant. If the aim 13 to retire as many debt A 1,000-megawatt plant typl-
| coal plants as possible with a fixed cally has a dome- 200 feét high, 140
d nhumber of dollars, he sald, then for ;ue:-!&tgmwwdtwmuhm
every $2,000 spent, a utility could -fee y )
replace one kilowatt from coal with aBecw: :’,::'I bghxl;:ldmmp.
e kllowatt from a re AT concrete carbon
ey L o PR
But the same $2,000 would buy two  nuclear plant comp g
kilowatts from a combined-cycle 1980's boasted that they had used
plant, eliminating 0.8 kilos while-
emitting only 0.24, aliminating 0,56,
His argument, hé admits, assumes ! . S
Volumarop.od meaiabiley of large  Is global warming
volumes of natural gasa able .
prices.. : areason to build
Combustion turbines or combined- .
cycle plants running on nawral gas  More nuclear
are being bullt anywhere gas s .
avallable. All over the world, the ' reactors?
choice of a type of power plant in. :
volves “jroi.nt objectives: safaty, eco-
nomic efficlency, environmental ad- .
vances," sald Susan F. Tlernay, an 275,000 cubic yards of concrete,
energy consultant who was Assistant mﬁﬂl for a two-lane road 100 miles
Secre -of Ene for domestic - o . -
3 ‘and l:::)‘m“mﬁfgw policy in . ‘Mnliomd,gtmm-rzner-
President Clinton's first term, “And « BY Institute, said she :ﬂd “not know
right now, your bang for the buck w.the “carbon debt’ of ‘a reactor
across those objectives Is to go.for wmpmnmm.qem of other gen-
er '

tural gas.” " ;
e Paul C. Parshley, who ana-.

The nuclear industry's main lob,
§ organizatlon-here, the Nuclear lyzes- utility companies at Lehman
Energy Institute, has been arguing Brothers, said, “1t's'hard to build a
for months that global warming (s small number of reactors in a li;sa-
reason to bulld more reactors. [n a geographical area.” Running’ them.
telephone Interview, Angelina How- well fequires skilled, experiénced en-
ard, a spakeswonian, sald there was Biugers and technicians, and i you
a "growiti fecognition” of nuclear ble getting people to £0 o
power's Value because ‘a reactor M, Miss.” he.sald, “why
does not produce carbon dloxide, and ~ should they want to go to the outback
she pointed out that-Japanese offl- of A ¢ :
clals recently endorsed a plan‘ to 'Forlheluodsum,-nm'nmlm
build 20 mordseactors. But the Japa-  plants a, not likely, because of cost,
nese Govern has long beencom-  public g and the failure of
mitted to bAlldmg more reactors the s«mm 10 establish
mdhubeancmutnmodmmlyby & Wwaste repository. At the Energy
. linding sites where residents will ac-  Information Administration, - Mr,
ceg]u:em. . Hakes, the administrator, gave a
. China, she said, also wants to build pessimistic view.,
a large number o reactors. Xinhua, ““Nuclear could concelvably bene-
e offictal Chinese news agency, re-.  fit. o. #ah':: Durols son. carbon
ported earller this week that Ching" emlasions,’” mr Withcompe-
has ordered two 1,000-megawatt re- tition now being allowed In electric
actors from Russia, to begin operat- generation, “we don't have gains for
Ing tn 2004 and 2003 in Lianyungang, nuclear” in the projections,
a coastal city northwest of Sh Deregu of power plant con-

But some companies that bulld re.- structlon has encouraged small, low-
actors — and build competing eost plants, to ‘minimize Investor
kinds of generators — are not jump- . risk. But nuclear (s are big, capl-
ing to the conclusion that Kyoto will  tal intensive snd hard 1o bulld quick-
mean more sales, : 2 :

“We don't know what the Impact Extending the life of existing reac.
will be,” said Bruce Bunch, a Spokes-  tors by 10 yaars beyond when their
man for the General Electrlc Corpo- llcenses are now scheduled to retire
ration, which bullds reactors but also  could cut carbon emissions in 2020 by
makes gas turbines, staam turbines, 2 percent, or € mllion metric tons a
hydroelectric plant equipment and Yyear, the agency said recently. Retir-
generating equipment that would be Ing them 10 years before their ||
used In any kind of plant, “The mar.  censes explre — which is the.current
ket will determina jt.*" trend — would raise emissions by ¢

ar, the requirements botl down percent.
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"Coal May Berm;
A Better Choice

By AGIS SALPUKAS

GILLETTE, Wyo. — Amld the rolling

hills of northeastern Wyomlrig, a tower- . |

ing five-story plant ls using heat and
pressure to turn the low-grade coal that
abounds here in the9,700-square-mile
Powder River:Basip Into high-quality
fuel — and, In the process, make, that.
coal less a hazard to the énvironment. .
The. $60 mlilion experiment: by KFx
Inc., a small compeny that kas recelved -
help and money. from.some glants of :
the energy industry, ls:(n the forefront °
of a broad effort to extead the Iife span !
-of one of the worid's first, most wldely
used fuels. 1
In the debates over pollut!on and
global warming, coal has:
been labeled a prime villain.:,.
Coal has long been.under °
assault as a'leading contrib-
utor to smog and.acld.rain. -
-And .it .could be dealt. a se-.
vereblow 1£ the proposals. to
cut carbon dloxide:emisstons: made at
the recent-talks oa global warming.in :
Kyato, Japan, areaventually: adopted.
Even.in the-face of ‘all;that, though,.
-some in the coal industry remain decid- .
edly bullish Coal; they:iargue; is: too: !
deeply entresiched to-allow -any quick,
dras:ic changes. After all; coal-fired
plants produce fully 57 percent ot this
nation's electriglty. . - -« - -

+ And on the pallution -front, coal ls.

rapidly cleaning upits act. Many plants
"have been upgraded with expensive pol-

* lution controls, and new processes —
like those KFx Is using — promise to
cuupollt;‘tlon thturthar Arl\d par®of the -
prapess has the potentla to cut n
dio; d%e as well. g M‘bo

In other words, the* world may be'
stuck with coal at least for a whiile, but
that may not be the dlsaster it mlght
appear. '

Many utllitles regard coal plants as,
their crown jewels. As the cheapest,
most rellable source of eledtricity, ‘|
these plants, which now often run far
below capacity, are expected to play a
sizable role in bringing rates down as
the indust geregu:tﬁl } e

Coal-fire§dlgnts Mheozy :
converted t'o use some.other fuel, but -
that would-be prohibitively expensive.
The Edison Electric. Institute,: which
represents most of the natlon’s invest-
or-owned utilities, has estimated that it:
would cost close to $30 billion to convert
coal plants to use natural gas, which"
produces less pollution and carbon di-
oxide.

Cleaner (uels, llke natural gas. will
surely make Inroadg, bug.even ifudll. -
tics are forced to stop‘t usmg cdal, lt 45

cOnt(mdm-Page-&
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doubtful that enough natural gas
could be brought Inés production to
.displace coal in the sear future.

In addition, any big shift would
cost tens of thousemds of jobs, a

| possibility that seems remote any

time soon, conslderiag the political

-{ infllience of the highty unionized coal

industry. Britain learsed this lesson
recently, putting a kslt to 1ssuing
new permits for natural-gas-fired
i plants, whase construetion was surg-
‘ing, whileit determises the impact
on its battered coal ladustry.

In developing countries,:coal's fu-
ture seems even' mare solid. Coal is

ed to merely beid its own in
‘the :United States, with the Energy
Department predictisg ! percent an-
nual growth through 215. But China
and India, knowing tkat their own
coal is cheap'and plestiful enough to
last for centuries, plan to build hun-
" dreds of coal-fired plamts.
‘In thie developing warid, the Ener-
Department predicts, coal use
‘Will rlsé about 3.3 percent a year
though 2015, nearly dambling the 2.2
billion tons- those naticns burned in
1995, : '

« Coal {s going to be wed especially
by countrles that haveltsof It,"” sald
, Robert H. Gentile, an Assistant En.
ecgy:Secretary in the Bush Adminis-
tration and now an esecutive with
KFx. -

Nations like China, ladia and Paki-
stan argued In Kyow that they
should not have their coal use limited
because it represents the cheapest
way to supply: their rapidly growlngl
demand. for energy.

+They want nations lke the United
States, which has just 4 percent of
the world's population but produces
about a fifth of its carbon dloxide, to
take the first steps to cat emisslons,

Under the Kyoto agreement, In-
dustrialized nations weuld have to
cut carbon dioxide emissions 5.2 per-
cent below 1080 levels. The United
States would be required to cut them
7 pegcent from 2008 threugh 2012,

T ‘sure, the coal and utllity
_ indupttyes do not have thelr heads-in
the sand: They-fully understand that
concern over global warming Is
bound to Intensity.

That is why KFx and similar ven-
tures ere trying to go beyond cutting
pollution to try to addrees concerns
.on global warming.

After some setbacks, KFx restart-
ed its plant several weeks ago, taking
coal from the local mines here and
heatling it to about 725 degrees under
Intense pressure to remove almost
all the water. This process upgrades
the coal, enabling utllittes to burn
about half as much to get the same
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lution and carbon dioxide £missions

in the process.

The plant, bullc at a cost of 340
million, (s expected to process
500,000 tons a year of this coal;, which
the company calls K-fuel.

The effort is the brainchild of a
group of entrepreneurs led by Ted
Venners and his brother John. After
making a small fortune in Powder
River Basin coal in the 1970's, they
declded to risk everything and invest
$20 million In the 1980’s in this pro-
cess, developed by an inventor
named Edward Koppelman.

Mr. Koppelman, who also devel-
oped the mechanism that de-ices alr-
planes, found after years of trial and
error that by careful control of time,
heat and pressure, the efficiency of
coal could be {ncreased.

The Venners stand to profit hand-.
somely if their gamble pays off — if,
that s, they can convince utilities {n
the East and Midwest that they can
cut pollution and carbon dloxide and
increase plant efficlency by paying
top dollar for KFx's upgraded coal.

KFx's coal matches the quality of

A cheap way to

produce electricity

could become
more attractive.

the higher-grade coal mined in the
East. But the higher-sulfur Eastern

coal, which has a considerably great-:
er energy output interms of B.T.U.'s,

seils for $18 to $25 a ton, le Pow-
der River Basin coal sells [or as little
as $3. After KFx proc es I, 1t
hopes to sell tts fuel for as much as
the Eastern coal.

The KFx process, though, reduces
nitrogen oxides by about half and
sulfur by up to 20 percent, maklng it
attractive to utllitles, which are un-
der pressure to cut these emissions.
Powder River Basin coal Is already a
low-sulfur coal, but the KFx pr
reduces the sulfur even more,
ing 1t far cleaner than Eastern

It can also have an impact, though
a more limited one, on global warm-

- 4ing. The process has the potential to

cut carbon dioxide emissions by
about 6 percent, even allowing for the
coal used to create the upgraded fuel,
since less coal is needed to produce
the sarfie amount of energy.

The initlal Investors In KFx per-
suaded the Thermo Ecotek Corpora-
tion, a unit of Thermo Electron, a
Waltham, Mass., company that spe-
cializes In bringing new technology
to market, to invest $60 milllon.

"spread s to su

A-ls_o.. ulq-_l{_cl-zmoe;tt Enlell-'gy and
Coal Company, a unit of the RTZ-

CRA Group of Britain that has be-.
come a leading producer of coal, .

spending about $1 bllllon since 1890
to buy up reserves in the United
States, has provided technical ald.
Kennecott will also help finance
the bullding of plants using the KFx
process If it proves viable.
Customers are starting to appear.
American Electric Power, a big coal-
burning utllity that serves 2.9 million
customers (n seven states in the East
and Midwest, has committed itself to
buy 167,000 tons a year from KFx.
For American Electric, that is a
drop in the coal bucket, As the na-

tlon's largest purchaser of coal, it

buys about 68 million tons annually.
0f chat, about 10 million tons is low-
er-grade coal from the Powder River
Basin and other mines in the West,
and it wants to see ‘if it would be
economical to use the KFx fuel and
to what extent it would cut pollution
and carbon dioxide.

Even If controls are put on carbon
dioxide, sald Chacles A. Ebotlno Jr.,
the utliity’s senlor vice president for

fuel supply,.“coal is going to be a.
. large. plece of the action.”

At the KFx plant, things did not
startoff smoathly. A fire a year ago
forced it to shut for repalrs. An error
by an engineer 1éd to months of fur-
ther delay and added cost. |

“The Venners, however, remain un-

daunted, ‘convinced that the utility.
and coal {ndustries will have to0. try

out new.technalogy:

“It's going to be a mlxed bag of
solutions,” said Ted Venners, KFx's
chalrman. KFx's method: for clean-
ing up coal before it {s burned is only
one of four basic approaches.

one process gow becoming wide-
crushed coal on
a jetof air and rhix It with limestone;
this cuts emisslons of sulfur dioxide,
which contributes to acid rain. This
method also.means the fuel burns
more - efficiently, reducing overall
emissions.

The most common approach,
though, is to treat the emissions after
the coal 1s burned with expenstve

s ‘ scrubbers to cut down on su r dlox-

ide and particulate emiss

Theuphlve also been %ﬁt at
coal gasification, in which coal is
turned Into a gas similar to natural
gas. Thia gas Is then used to run
power plants. So far, however, the
output of electricity {s very small.
Such approaches should increasingly
come into play as utllities do all they
can to keep their coal-tired capacity.

Just a few mlles from the KFx
plant {s the Wyodak power plant, a
prime example of why utllitles are
reluctant to phase out coal.

About 90 tons of coal, extracted
from a strip mine-next to the plant,

e PRESIDEMY HRS SEEW
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m bumed hourly lo producq some
of the natlon’s cheapest electricity.
The coal, often selling for less than
$3 a ton and easlly mined by huge
power shovels, is axpected to remain
the backbone of many of the nation's
power plants for decades to come.
The Wyodak plant is one of many
owned by Paclficorp, a huge utllity in
Portland, Ore,, that transmits power
throughout the Northwest. -
Paclficorp has $4.6 billion invested
in its coal-fired plants. They produce
power at an.average of about 1.5
cents a kilowatt hour, one of the

" lowest levels In the nation. °

‘'"We work very hard to keep our
costs low,’ said Willlam Edmonds, a
regional effeirs administrator for
the utility. ‘‘We operata our coal-
fired plants at high capacity.” «»

With deregulation opening major
markets Uke California to competi.
tlon, Pacificorp has geared up to be a
blg .supplier of low-cost power. And

-coal {8 a vital part of Its strategy.

It Is such powerful forces that give
Ted Venners the will to persevere In
an industry that some perceive as on
the way to extinction,

Driving his blg Chevrolet truck

- along the highway on the way to the

plant, he pointed to the rolling hills
and said: “There’s enough coal there
for 200 to 300 years. It’s so cheap to
take It out of the ground."

Futures/Optlons:
'Monday through Friday,
In Business Day
The New York Times
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- Mystery Man

What Hoffa Might Do
As Teamsters Leader
Puzzles Many People

He Worships His Father,
Is Loyal to Old Guard,
And Offers Few Specifics

A PledgetoStrengthen Union.

By GLENN BURKINS
Staff Reporter of Tk WALL STREET JuukNalL

DETROIT — Except for his extraordi-
nary name, James P. Hoffa seems like a
very ordinary man.

At 5 feet 10 inches, he has the stocky
build of the college linebacker he used to
be. His hair is turning gray, his face is
round and puffy, and he worries about
gaining weight. He has had a relatively
undistinguished legal career.

One of his closest friends, Detroit busi-
nessman Jerry Clary, says they met at
Detroit's old down- .
town YMCA, where

. they used to square
off at racquetball.
They also are golf- {
ing buddies. And
once or twice each
fall, Mr. Clary says,
they and their wives
drive from their
homes in suburban
Detroit to Lansing
to see Michigan ¥ ' :
State play football. ¥ !

Ask Mr. Clary  Jjames P. Hoffa
about his pal’s polit: ————
ical views.or personal ambitions, however,
and he has little to say. “Jimmy and I are
friends, but that's as far as it goes," Mr.
Clary says. ““There are things that Jimmy
just doesn’t diseuss,” _

Now, al age 6, Mr, Hoffa stands poised
1o become one of the nation’s most power- _
ful labor leaders. Teamsters President
Ron Carey's narrow 1996 victory over Mr.
Hoffa was voided this August after federal
officials charged that the Carey campajg_n
had embezzled more than $700,000 in
Teamsters money, and Mr. Carey wis
harred from participating in a rerun elee-
tion next spring. Mr. toffa is also under
investigation for 1996 election irregulari-
tes, but If he s allowed (o stamd Tor
election, he will be the favorite Lo Luke over
the 1.4 million-member union.

But just who is James P. Hoffa? Where
would he take the Teamsters? And why do
other top union leaders fear him so?

The Corruption Issue
His critics say he would take the union
back to the days of rampant corruption,
when the Teamsters were affiliated with
mobsters. They note, correctly, that he
idolizes his late father. He steadfastly
* insists that his father wasn't involved in
organized crime, and his office at Team-
sters Joint Conneil 43 in Detrodl is Tiled
with pictures of Junes R, Hoffa - plus a
giant poster of Jack Nicholson in the lead
role in the 1992 movie, ‘‘Hoffa."
Mr. Hoffa's critics also note that in the
1960s, before his father disappeared, the
son went into a **high risk™ loan business

with a known mobster, Alien Dorfinan. At
the time, Mr. Hoffa says, he didn't know of
Mr. Dorfman’s mob ties. Mr. Dorfman was
shot to death in a Lincolnwood, IIl., park-
ing lot in 1983. .

But the controversy surrounding Mr.
Hoffa is also at least as much about politics
as it is about corruption.

Under Mr. Carey, the Teamsters,
which in the '70s and '80s had frequently
backed Republican candidates, strongly
supported AFL-CIO President John
Sweeney's efforts to help the Democrats
and liberal causes. The union is the
éFL-CIO's biggest affiliate, and it was Mr.

arey who provided Mr. Sweeney with a
winning margin in his 1995 bid to replace
former AFL-CIO President Lane Kirkland:
Mr. Sweeney rewarded Mr. Carey by mak-
ing him one of his most trusted advisers,
Sweeney’s Backing of Carey

During the Teamsters’ 15-day strike
against United Parcel Service of America
Inc., at the height of the Hoffa-Carey
battle about overturning the election, Mr.
Sweeney told reporters that Mr. Carey was
too important to the labor movement to go
down in defeat.

Federal investigators are also looking
into allegations that the AFL-CIO’s support
for Mr. Carey went further; federal prose-
cutors have implicated at least one top
federation leader in the conspiracy to help
funnel Teamsters money improperly into
the Carey campaign.

Under Mr. Carey, Mr. Hoffa says, the
Teamsters have become a “slavish fol-
lower" of the Clinton White House and the
Democratic National Committee, pumping
millions of dollars into AFL-CI0 cam-
paigns to support Democrats.

Indeed, federal prosecutors say the
DNC played a prominent role in the
money-laundering by Mr. Carey's cam-
paign, agreeing to find wealthy donors for
the 61-year-old union leader's re-election
campaign in return for large donations to
Democratic causes. Mr. Hoffa says he
would train more of the union's money on
grass-roots labor issues and less on pro-
moting what he calls a “liberal social
agenda.” He adds:

“Carey became a cash cow for the

White House, and he became a cash cow
for the DNC. That's why they supported
hin, and that's why they wonlil do any
thing [o keep him on board.” As Team
sters president, he siys, he would quickly
end that cozy relationship.

Mr. Carey has consistently said he was

Pleuse Turn to Page 412, Column 1

Conlinued From First Puge
maware of the money: imdering seheme,
He blames it on rogue members of Ins
cimpaign stall, who “kept it from me."

Asked speeifieally on which soeial is
sues he disngrees with Mr, Carey and Mr.
Sweeney, however, Mr. Hoffu gets vague,
With regard to private-school vouchers, for
instance, he says he is unfamiliar with
the issue. After it is explained to him, he
replies: “I don't think that is something a

union person would get involved in.” When -

told the AFL-CIO opposes vouchers be-
cause teachers’ unions do, Mr. Hoffa says:
“We'll have to look that up. Perhaps we
would have the same position.”

Mr. Hoffa clearly doesn’t share the
liberal background of many labor leaders.
[n the 1960s, when many college students
were et thelr hale grow long aid
protesting against the Vietnun War, Mr.
Hoffa wore a buzz cut and supported U.S.
efforts in Vietnam.
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Jack Mogk, a law-school friend of Mr:
Hoffa’s and currently a law professor at
Wayne State University, says Mr. Hoffa
“would not have fit into the students who
were caught up in the long-hair and hippie
movement.” Instead, he says, Mr. Hoffa
was like “any other man who had a
successful future in mind.” .

After law school, Mr. Hoffa landed a
§5,000-a-year job as a Ford Foundation
research assistant in Michigan's legisla-
ture. The following year, he took a leave of
absence from that job to run as a Democrat
for a vacated seat in Michigan's House. He
campaigned door-to-door and, on election
day, passed out plastic roses to prospective
voters. He won the nomination. .

Defeated in Election

In the general election later in 1967, he
picked up a surprise endorsement from
then-Vice President Hubert H. Humphrey,
as well as one from Sen. Robert F. Ken-
nedy. But in a heavily Democratic district,
he was defeated by a little-known Republi-
can, Anthony Licata, by just over 100
votes. Mr. Hoffa says he lost because the
Licata campaign was better organized.
Mr. Licata, now retired, says Mr. Hoffa
lacked any significant issues.

After his defeat, Mr. Hoffa abandoned
politics. “You have to remember,”" he
explains, “this was a difficult period in my
life. My father had gone to jail in 1967, so
we were under an awful lot of pressure."
Some of the elder Mr. Hoffa's supporters
called on his son to get into Teamsters
politics. He declined. “My children were
young, and one must do things at a time in
his life when things are right,” he says.

Instead, he opened up a Detroit law
practice, specializing in labor law, and
since then has been almost invisible politi-
cally. He has worked for no candidate and
championed no political causes.

In nearly three decades as a labor
lawyer, Mr. Hoffa has left few footprints.
He was viewed as a competent lawyer, but
one who *‘has not made a big mark on the
world,” says Barbara Harvey, a lawyer
who often faced him in court. “I don't
really think he has a reputation.”

Biggest Court Case |

Mr. Hoffa got most of his legal business
from a few Michjgan Teamsters locals that
had been loyal to his father, especially
Loeal 299, which his Father had helped
build. - In 1978, he defended Loenl 209°s
leaders against a lawsuil filed by five -
Teamsters women who charged that the
union had sold them out during negotia-
tions to merge two auto-hauling compa-
nies. After the merger, all the men who
worked it the two companies were merged
into one senjority list, but the women were
excluded, After inftially winning their suit
in federal district court in Detroit, the
women lost in the Sixth Cirenil Conrt of
Appeals on technleal grounds.

Mr. Hoffa's biggest case came in 1975,
when his firm represented five white De-
troit police sergeants who sued the city,
alleging that the police department’s new
alfirmative-action program discriminated
against white officers. The city had imple-
mented the program to correct what ‘ts

T‘)\—-«.



officials termed decades of discrimination
against blacks. A federal judge eventually
agreed with the city and dismissed the
sergeants’ suit. Mr. Hoffa played only a
secondary role in the litigation: one of the
officers, now retired, says they chose Mr.
Hoffa's firm primarily because of the
expertise of his partner, Murray Chodak.

Today, Mr. Hoffa says he favors some
forms of affirmative action, provided the
remedies for past discrimination don't
interfere with seniority rights in a union
contract. As a lawyer, Mr. Hoffa says, he
has handled many types of cases, and he
adds that the cases say nothing about his
political philosophy. ““You can’t say that
since I represented a drunk driver, I'm for
drnmk dviving,” he comments,

Durlng those years, Mr. Hoffa wus an
intensely private man—and a bit of a loner
inthe legal profession. A sports fan, he was
a fixture for decades at the local YMCA.

Those who know Mr. Hoffa cite one
consistent characteristic: loyalty to indi-
viduals rather than to causes. That's also
what most worries some people.

Bill Saxton, a Detroit labor lawyer who
has known Mr. Hoffa since his teenage
years, calls him a *“‘gutsy guy” who would
make an excellent union leader. But Mr.
Saxton also says Mr. Hoffa has “blind
loyalty" to old-guard Teamsters who once
supported his father. “I've never seen
him turn his back on any of the old guard,
and I don't think he would.” Adds Ms.
Harvey: “As a lawyer, I found him to be
more deeply committed to the individuals
who were in office than to the unions
themselves."

Washington Puzzled

In Washington, Democrats and Repub-
licans alike aren’t sure what to make of
Mr. Hoffa. He traveled to Capitol Hill last i
spring and met with the entire Michigan ;.

congressional delegation to spell out his M. Carey has said that much_of the ‘

allegations that the Carey campaign had
cheated him out of the election. But it was
an antiunion Republican, Rep. Pete Hoek-
stra, who took up his cause and began
investigating the race.

Mr. Hoffa says the Michigan legislator
is ““doing a great public service because he
Is pointing out what everybody wants to
put under the rug,” referring to the alleged
money-laundering scheme and the govern-
ment’s failure to detect it.

Don Sweitzer, who served as the Demo-
cratic National Committee's political di-
rector in the first two years of the Clinton
administration, concedes that many Dem-
ocrats are concerned about Mr. Hoffa.
However, he says, much of that consterna-
tion may well be unfounded. Mr. Hoffa, he
says, is an “‘unknown factor to most people
- .. in national politics."

Scott Reed, a Washington political con-
sultant who managed Robert Dole's presi-
dential campaign, says the Republicans
are cautious in their expectations of Mr.
Hoffa. While they hope he will be a moder-
ate force in labor, Mr. Reed says, "I think
the jury is still out on Hoffa.” '

THE PRESIDENT HAS S¥E
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Mr. Hoffa concedes that people *‘don’t
understand where I'm coming from. Iama
different type of person, an independent,
Pepple have to understand that I am not
going to be a knee-jerk supporter of one
party or the other,”

Mr. Hoffa is reluctant to speculate
about whom he might tap to help him
lead the union. But campaign insiders say
he is almost certain to pick his campaign
manager, Thomas M. Pazzi, for a key post,
perhaps even chief of staff. Mr. Pazzi has
worked in several Democratic campaigns
dating back to Robert Kennedy’s 1968
presidential bid.

Union Finances
Another name insiders mention is John
Murphy, president of Teamsters Loeal 122

in Boston, which mainly represents beer-
truck drivers. Mr. Murphy, considered a
polit_Ica! liberal, played a leading role in
helping uncover the alleged money-laun-
dering scheme in the Carey campaign. At
the 1996 Teamsters convention in Philadel-
phia, he led a raucous Hoffa delegation
that chaliengeq Mr. Carey's leadership,

Now, Mr. Hoffa says, one of the union's
first objectives should be to rebuild it
finances. Under Mr. Carey, the union
treasury went from more than $160 million
in net assets to almost nothing, and at
times Mr. Carey had to borrow from the
AFL-CIO and other unions just to keep the
Teamsters afloat. Earlier this year, labor
had to pledge millions of dollars to help the
Teamsters weather the UPS strike.

“No matter what anybody tells you,”
Mr. Hoffa says, “if you don’t have money,
you are not a power. We are beggars in the
house of labor.” Mr. Carey, he adds, “has
turned the Teamsters into a union. of
beggars" and a “paid-for house puppet of
the AFL-CIO.” :

union’s financial problem dates back to
1991, before he was elected, when union
leaders voted to riise strike benefits to
$200 a week from $55 but failed to raise
dues to cover the increase. He also has said
the union has had to spend additional
money to root out corruption.

While Mr. Hoffa concedes that the
Teamsters were corrupt in the past, he
says the government's cleanup effort has
been divisive for the union in many ways.
**There is no longer a feel that we are all
Teamsters,” he contends. ‘“This union can

" never be great again until it is united.”
And if elected, he says, he will negotiate
with the government to set a termination
date for the federal supervision.

o \W
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Call in the Cleanup Commission

Washmgton was shocked, shocked,
to learn the other day that federal
agencies have been slow to implement
the 1996 Debt Collection Improvement
Act. “It's embarrassing,” said Rep. Car-
olyn B. Maloney (D-N.Y.) of the federal
government’s failure to collect more
than $50 billion in delinquent, non-tax
debt."Wepassedalamandtheagen»
cies ignored it.”

Get in line, Ms. Maloney The recent
history of making government work
has been a frenzy of mostly non-imple-
mented reform. It is not that agencies
want to break the law. Rather, it is that
there are so many laws that agencies
can't tell which ones to obey. It is safe
to say that the problem with federal
management reform is not too little
reform but too much. -

Just look at financial management
reform. Over. the past 50 years, Con-
gress and presidents have tried it all:
new reporting systems to expose finan-
cial weaknesses to the harsh glare of
public disclosure, financial manage-
ment czars to elevate reform to the
highest levels of concern within each

" agency, stronger enforcement authori-

ties to force government and citizens to
pay their bills on time, even freedom to
break the rules if doing so would
improve service to the customer. If

“Itis safe to say that the problem’ with

government is not getting better, it is
not for a lack of trying.

Alas, no amount of sunshine, leader-
ship, enforcement or freedom seems to

work. Nor does passing the same law.

over and over. The 1996 Debt Collec-
tion Improvement Act is the third time
smcehﬁ Congress and the presi-
Jost bl ed action, all to no

Like so much in the 200-year-old
effort to make government work, fi-
nancial management reform is a patch-
work of competing, often contradicto-
ry, philosophies of reform. The
reporting systems embedded in the
1982 Financial Managers' Financial In-
tegrity Act were designed to create
more sunshine in government, while
the financial management czars creat-
ed under the 1990 Chief Financial
Managers Act were created to tighten
up central control. The tough enforce-
ment authorities enacted in the three
versions of the Debt Collection Act

federal management reform is not too little
reform but too much.”

were supposed to create what one
inspector general described as the
“visible odium of deterrence” for delin-
quents, while the freedom to break the
rules was mostly designed to free
trustworthy federal employees from
the rules and control created by sun-
shine, central control and deterrence.
Separately, each philosophy creates
its own unintended consequences.
Sunshine in government can create
what Sen. Daniel Patrick Moynihan
(D-N.Y)) calls a culture of secrecy in
which even the most innocuous infor-
mation is classified out of reach. Tight-
er control can create a thickening of
the administrative arteries that pre-

vents good ideas from flowing up and-

implementation orders from flowing
down. The war on waste can drive so
much fear into agencies that they won't
take advantage of innovative ideas for
cleaning up debt. And liberation man-
agement may delude agencies into

implementing the laws they like and
ignoring the rest.

Together, however, the four philoso-
phies can leave agencies gasping for
guidance. Are they to trust their em-
ployees to do the right thing, as Vice
President Gore’s recent reinventing
report says, or are they to whip their
employees to follow every last instruc-
tion from often ambiguous statutes?
Are they to open their agencies to the
press and public, airing their weak-
nesses for all to see, or are they to
centralize control so that no employee
makes a move without checking?

The answer, at least for now, is all of
the above. Congress and presidents
are perfectly capable of opening gov-
ernment to the sunshine one minute
and shuttering it the next; exhorting
employees to take risks one minute
and investigating them the next. No
wonder most agencies are still waiting
to implement the Debt Collection Act.

r all, it has only been three statutes

15 years since Congress first de-

ded action. Give it another three or
“four statutes and 15 years, and they
rm'g_ht start to believe reformers are
serious.

Luckily, Maloney and her Govern-
ment Reform and ‘Oversight subcom-
mittee chairman Rep. Stephen Horn
(R-Calif) can do something about it.

They can make a remarkable contribu-
tion to performance by simply clearing
away the administrative flotsam that '
has come ashore over the past 50 years
as Congress and presidents have
lurched back and forth from one phi-
losophy to another. The best way to do
so is to create a “cleanup” commission-,
to strip out the non-implemented re-
forms. Modeled on the military base-
closure commission, such an effort
could present Congress and the presi-
dent with a simple up-and-down vote on
a host of tired statutes that clearly don’t
work. Not only would such an effort.
eliminate thousands of pages of need-
less rules and reporting requirements,
it would force policymakers to set
priorities among the competing re:
forms. :
Absent such signals, agencies are
cursed to stand kneedeep at the sea-
shore as wave after wave of reform
comes ashore, wondering which is real
and which can be ignored. Like the
Danish King Canute, reformers who
insist that agencies implement every-
thing are consigned to a watery end.
Agencies are no more capable of imple-
menting it all than Canute was to com-
mand the tides of the ocean to cease.

Paul C. Light has written extensively
on issues of government reform.
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‘ ; ]]i D e Borizon that could reach -
S ate te “-wm' we're is that we
are prepared to look into expatd-

{ng that so that countries that have

laser test E=izu:
weighed

is at a very preliminary stage.”
US. plan could

lieve the arms

is linked to a letter sent to Pres-

oGl
an e -

ing US. anti-satellite efforts.

tag
P officials said be-
entagon als ogw?

7T is the typical arms control
breach security s typiostsews conced
AL said one US. government defense
By Bill Gertz ?‘H official. “The Russians camplaln,
m‘(mmm TMES and we scramble to come up with

oy - 7 some cooperative m{:m :r
e Clinton sdministration agreement 10 n con.
working on a new arms control cerns, without of U.S. se-
plan that wauld create an interna- |, curity interests.”

tional clearinghousa for laser testa

in space, according to White .

House and Pentagon officials

The purpose of the clearing-
house would be to prevent damage *
10 sensitive American communica- |

tions and spy satellites,
But Pentagon critics say the
roposed clearinghouse could give
zsia and other nations with anti-

satellite programs cridcal dataon gl

the vulnerabilities of U.S. commu-

nications and intelligenca satel--
esses

lites. Knowing those weakn
would make it easy for any natlon
to blind military gensors before or
during conflicts, they contend.
Satellites are a key element of

the U.S, military's war-fighting [
concept of “information domi- ,

nance” over a battlefield, and dis-
rupting space sensors would seri.
ous]ﬁwenk-n U.S. militaky power.
“The Russians have yegko prove
they are our friends,” said a high-
ranking US. government official
opposed to the arms control plan.
“What the administration is pro-
posing s the kind of cooperative
arrangement you have with close
allies lke Britain. It is but, one
more example of their delusibhal
policies toward Russia* {4 14
_ The official sald Moscow's nu-
clear trade and missile coopera-
tion with Iran is an example of
Russia's contlnuing adversarial
stance toward the United States,
Robert Bell, National Security
Council arms control apecialist,
sald the clearinghouse would be
modeled after a similar forum now
run by the U.S. Space Command in
Colorado. The forum coordinates
all U.S. military or civilian scienti-.

see LASER, page Al8

Pentagon sourcessaid the Space
Command has studied the laser
clearinghouse plan and does mot
favor cxchnnﬁt’ satellite and la-
ser data with the because

‘of the risks of providing satellits
vulnerabilities.

The idea of what the Pantagon
*deconflicting” laser tests
iang s’ requ
up information about the
satel thatmay bedamaged and
the characteristics of the laser be-
ing fired into space.

“For ua to use this with the Rus-
gions, they've got to tell us the ca-
pabilities of their satellites, which
they're not going to do,” sald & de-

ense officlal,

“For an exchange of information
to be useful, you've also got 10 pro-
vide information about the satal-
lite that might be Riected. ... Even

you just say might be a

roblem’ for a satellite to
e affected by a laser is an indica-
donit is vulnerable” -

Mr. Bell said between 20 and 30
nations have. ground-based lasers
;:apuble of putting directed energy

nto space.

The problem of laser ‘eucriy
damushp:l: satellites waﬁf!gm-
lighted by the military’s tast o
lasers against an Air Force satel-
Iito on Oct. 17, when the 1-million-
megawatt MiJ-Infrmd Advanced
Chemical Laser, or MIRCL, was
fired Into space from the Army’s
White Sands, N.M., missile range.

"We learned a lot about the cf-
fects of law-powered lasers on sens
gors) Mr. Bell said of the MIRCL
test. “From the test, we now know
that our concerns were well
founded: We could be blinded by
lasers”

Even a few seconds of exposure
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from a low- red laser can dis-
rupt space-based sensors. “What
we learned validated what we
thought all along ... ¢ven a'mo-
mentary or imadvertent ekposure
can cause damage.” ;

Pentagon officials sald the high-

owered beam from the MIRCL {l-
uminated the satellite but then
malfunctioned. As a result, a
30-watt laser was then used.

The damage caused by the small
laser alarmed many Penug:;» and
military officials beca it
showed that low-powered jhSers
can damage space sensors after
only a shart exposure, “There was
a:lo; of panic over that,” one official
' "

Mr. Bell declined to say why the

lan is being drawn up, or whether
t has any connection to the Yeltsin
letter.

Arms control propunents have
criticized the Pentagon for the
MIRCL laser, which they claim {s
opening the way for space warfare.

Mr. Yeltsin stated in a “Dear
Bill" letter last September that he
was “alarmed” by US. efforts to
“develop a whole gamut of anti-
sarellite weapons."

The Pentagon has denied it
plans 10 build any anti-satellite
weapons, and Mr. Bell lusisted that
the October laser test was cous
ducted solely to determine satel-
lite vulnerabilities to ground-
based lasers.
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The Tarnished

Darlings of Wall Street

By Joseph Nocera

NORTHAMPTON, Mass.

he year 1997 was a

rough one for the hold-

ers of health care

stocks, . Colum-

bla/HCA, which had

been one of Wall

Street's favorite growth companies,

saw its once high-flying stock drop

from 345 a share in March to $28 In

October after the company became

the target of a major Federal Investi-
gation.

Then there was that other Wall
street darling, Oxford Health Plans,
Since going public half a dozen years
axgo, it had been one of the fastest-
growing managed care companies
in the country. But in October when
Oxford stunned the market by an-
nouncing its firsteever quarterly
loss, shares of the stock last 63 per-
cent of their value in a single day.

And Aetna, the insurance giant,
has seen ity stock hammered in re-
cent months, thanks to probiems

Managed-care
companies serve
too many masters.

———— )

V|
with U.S. Healthcare, its managed
care subsidiary.

The problems of these companies
point out the flaw of a health care
industry subject to the turbulent
market: What's good for padents
isn't necessarily what's good for
stockholders. And vice versa.

Until recently, health care stoc
were beoming — owing to the rece
dramatic changes in the health care
economy, particularly the nation-
wide move to managed care.

For Instance, Oxford's profits rose
at a compounded rate of 78 percent a
year, and its stock climbed from $4 a
share 1n 1991 to $89 a share In (997.
Indeed. in the (all of 1996, 12 health’
care compantes made Fortune's an-
nual ranking of the 100 fastest-grow-

Joseph Nocera is an editor at large
with Furtune magarine.
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Ing companies in the United States,
the second-bast showing of any sec-
tor.

When an investor sees numbers
like these, his or her natutal inclina-
tion 18 o jump in with both feet. Yet
by now the word “investor’! has
come to mean not just the Wall
Street cognoscent! but practically
everybody?-=more than 40 percent
of Americiix hopsehalds are now In-
vested in~the >marké}" But these

ame investors are -al$o consurmers
¢ the new health care companies:
and may even have been part of the
recent backlash against the cost cut-
ting practiced by, the typical man-
ged care company.
But %0 long as the stocks kept

gain {ts status as a hot growth stock.
But shou!d health cure consumers
care if Oxford becomes a hot stock
again? Maybe they shouldn't. No-
body’s saying Oxford, or any other
health care company, should have to
*lose money. But the imperative that
Wall Street demands of hot growth
companles = that' profits increase
bv gve-nodpine amounts vear after
year — doesn’t quite jibe with the
{ buslness of delivering first-rate
health cara to the public. If there is &
larger mesgage In the decline of the
health care sector, surely that's it.

i Besides, the sltuation that caused
the stocks to tank In 1897 — more
and better treatment without higher

going up, it was easy to overlook this | premiums — may have been lousy

welrd duality, In fact, people tdnded
to view these companies  purely
through the prism of the market,

" rooting for the stock while ignoring ™ ¢

the business, They were letting the
tail wag the dog. e,
Consider the root cause of the
swoon In health stocks. After years
of cutting costs with impunity, man-
aged care companies are tacing ris-
Ing costs. Why? Because they are
belng forced — in no small part ag &
reaction ¢ Intense criticism ‘from

for shareholders, but it was a pret
et o anybady e hbeama i

get sick last year.

‘'m not advocating an end to the
bull market. My retirement money
s there, too, just like everyone
eise’s, But whan that wild ride does
finally end, perhaps we’ll start think-
ing about what matters agatn, In-
stead of simply worrying about how
the stock price will be affected. O

doctors and patients — to pay-more

for treatmen}. Yet at the same time.
these companies have been unable
to charge higher premlums, thanks
to pressure from large employers
who contract with managed care
companies. ]
What's more, it'i:ow clear thatIn
some cases the cern with pro-.
ducing results that would please In-
vestors caused some companies to
make terrible mistakes. Columbia/
HCA's strong-arm tactics and brutal
| cost-cutting led to resentment so
great that the company I¢ now re-

moyving the Columbla/HCA name ‘

from many of its hospltals.

Oxford. meanwhile, put such em-
phasls on growth at any cost that it
(spun out of control when a new ‘lom-

uter system caused the company to
ose track of 1t business.

What's particularly troubling {s that
even as these 'stocks have tanked,
there ts still a tendency to view the
companies mainly through the prism
of the market. Yes, there has been
reporting on what Oxford's troubles
mean for its customers, but the vast
majority of the coverage has been
about Oxford's dismal share price and
about whether the company can re-
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l-Safe Strategies

In a Market Era

-—

By DAVID E. SANGER

—

i . WASMINGTON
HE sctting: was the White
Housa .!Situation ‘Room, - It
w3 the'ieecond criels meec.
thg'of the day In the tamous
underground briefing center, where,
in Hollywood's |meginings. vast
screens illuminate the day's catch
from spy satellites and orders are
barked through secure lihks to
American outposts around the globe.
The truth, of course, i6 always
more prosalc: the room is cramped,
and tho scrcens are more likely to be
carrying CNN. But what has really
chunged in the Situation Room in
recent months is the things péuplc
talk about there.
Whils the *“Sit Room ™ \s still where
the nation's fesders go to discuss

— the Asian meitdown has all the
earmarks of the ultimate post-cold-
war foreign policy crisis. p £

T0: 13407153541
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‘It Is not simply that convacsation
{n the .Situaton Room thess days
often paraliels the talk ln trading plts, I
and boardrooms, Nor thot Washing:
ton has finally came to' regard “a*
currency criss in Mexico of South-
east Asia as aforeign policy prablem
that needs to b¢ managed: with the
vigor devoted 1o Bosnia o’ tha Mid-
die East = even ! falling uunndei-i
1ack the televised drama of troops
with guns.

Three Crises

What's happealng um{ §00s & step
further, The acwiangled (inanciad cri-
$e9 that destabiliza huge economies in
a single trading day appcar increas-
tngly connected to old-line paliticsl
and security crises. In fact, there is
growing fear that 1997's market ca-
lamities couls deget 1998's securicy
crises — which explains why Defense

Continued From Page !t

example of its small-potatoes diplomacy. Others say
this (s the kind of problem where intervention may
#{mply make things worse. A9 Jeftroy Sachs and Steven
Redelet of the m‘:n;d Inmn:; '::zlm‘omwmat:" Dw';l.
‘opment argued (] re lost month, *

gmm_v upbeavals pmbwy refloct short-run financial
mld-gdm rather (hao a loag-term.crisis of rugional
. The problem is that you never know whether a
(lnencial crisis s fust a flaanciel erigls untti K turns ioto
exmathing worse. The féllure of & major Austrian bank
n 1091 led to a cascads of lallwwa and devaluations
through - Bastarn Europe and Cermany that sped Eu-
rope’a prewar descont (nta chaos, No one is predicting
anything like hat in Asia. But 3 Alan Greenspan, the
Pederal Ressrve chairman, sald recently, the same
tochnalogy that has created 24-hour marksta has also

“gnhanced the abllity of tha gystem to rapidly transmit

probiema In one part of the globe to or.”
* Washingtan 13 prodably ahead of other capitals in

. . . s understanding that dynamic, though it underastimutcd

A thin line divides Secretary Wilifam Cohen and Secro-  tha depth of the brewing crlsls. O!t‘chn. ita early-warning
. s " tory of State Madeline Abright gygtem is still tuned ¢ another f 9,

financial crisis joined. the Admlnistration dabate| ' whdle tha State Dopartment and the Cantral Intelile

from security risk.

over saving Koroan banks.

Thelr concern dates bpck to Indo-
nesia's financlal setrure in Septem-
ter, That (mmediasely raisod feurs

gonca Agency have talked for years about making
econami¢ analydis a top priority, it is still something of a

' bhackwater. At tha outbreak of tha South Korean crists,

almost no ane at the American Embassy in Sean) ¢could

that the country's ecanamic prob-  offer the Treasu about what was going on, o
loose nukes in Russta or Iraq’s latest  loms, which hsve worscned des axtract the truth {rom South Korea's nmm‘o l:l'l.umr;
act of defiance. it has repeatedly an International Manetary Fund batk The Treasury turned to the
Deen used lately to hash out Ameri-  0ut, could be exploltad by lechy gener- 2
ca's noxt moves (0 contala the finan-  ale looking for ways to push adide oyples
cial crisis th Asla. On that Friday n  Presidens Subarto — probably not the ¥

mid.December. the Secretary of - e

State. Defense Secretary and nation.
al security pdviser all took purt in @
debate over whether Arherlcan wx-
payer dollars should be committed to
« redoubiad eftart to keep South Ko-
ree’s privatc banks sflnal — and
over the consequences il the banks
wcre simply allowed to go under.

**You could tell this was New Aze
foreign pulicy.” one p:-rucipuuc-
colled later. 'hecause the as:
ment ¢ldn’t come from the C.LAL It
came from J. P. Morgan.”

In its myriod dimensions = linan-
cral. palitical. and narivnyl security

Rmatc political transiion. The last
time militury contrel of the country
changed hands, half & million people
Gied.

But when the trouble hit South Ko-
rca, the Administrution went on full
alert That is where 37,000 American
troops are (lned up egainst the most
xonophobl¢ government on Earth
Some Pentagan strategists wamod
that hard-line North Korean'gcaerals
might try to capitalize on th¢,South's
moment of vexkness, But the more
immediate varries were haw the eco-
nomic instabiity might threatn
South Korea‘s {ragile democracy; and
how it might raise Seoul's doudls
about the secwity alllance with the
United States. “If we wero
0 d¢ ubandoning them on this iseue,”
onc of Mr. Clutton’s top securicy aldcs

said, “they could easlly doubt our A

commitment tobelp them (n an ugller )

9 confrontation.”

You Never Know

Then there I3 the quustion of Ching,
which so far hes avoided the conta-

etary Fund employs more than 1,000 PhD, ecooomists.
many of whom aumstaqtly travel tha globe looking for
trouble in the making, They lsaud Peports praising both
Thalland and South Korea for “g0und macroeconomic
managsment” only montha before thase countrics wara
pleading for, and 1.M.F. ballouts,

One reason

Government devotad 80 few r
sources to these probleme 19 that the private uclo.l\_,

devotes 50 many. Lawrence M. Summers, the Deputy
Treagury Socretary, who has apent his days and nights
consumod by Asia‘s problems, notes that '‘unlikeo the
military sphere, In the financlal sphere there ure thou.
sads of market participantg proowssing and analyzing
Information, asseasing risk.” He adds that “that aseess.
ment I3 reflected in prices’ as nations and compuniss
seek [0 raise mongy in giobal markets.

But in the Asian dshacle, Uke the Mexican crists
betoru it, {inanes ministries hid tha data that might have
sounded alarms, That 13 why the Clukon Administroti

. has been pressing for waridwide rules requiring greater

isclosure of roanatary dats traditionally kept gecrot.
The dheory (s that §f kogw thay.cannot
conceal evidence of trouble, the markets will force them
to salve the problem, or watch billions of investment
dollarg g0 eisewhere, Tho problem I8 that fuller disclo-
sure could set off plenty of false olarms, tirning smell

make the world.casier to manage. “For all the talk
about {ree markcts and the spreading of American-sylc
capitalism,” said Jeflrey Garten, dean of the Yule e M
agement and a formes Under Secretury of i

Commarce, *'the {act Ls that giobal {lnance has become K T
the quintessentlal Interweaving of public and privatc i
{natitutions, mechanisms and Interests.

© *“And as we are sosing, governments and Prtvuu
markets cannot be unraveled in the real world."

problems Into huge oneg if international lcoders panjc.
$0 Much for the hopa the end of the cald war wou
gm alflicting the reglon; George
ros, the finas¢ier blamed dy Ma-
laysia’s leader for starting this mad-
ness (falsely, &t turns out), marked
the New Year with a dour cssay
waming that the Chinese coonomy
,could be the next 10 burst At the
Treasury, that worry tekes & dack |
sear 0 {ret aver Japan.

Of course, are not the siwa.
tons for which the Situation Room
was bullt. If they were, svery seat at
tho table would be equipped with a

Bloomberg [tnandal terminal ¢

Some crittcs even call the Admlnis. 4

Fiscal crinis, sccuriey dsks U.5. tradon’s titing with markets  prime K]
maneuvers In Korea. i Continued on Page ¢ i
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By MIKE G’CONNOR

. QLOVO, Bosnia und Herzegovine,
Dec. 30 ~ Staff SgL Paul Correale
« w=q noticed the elderly woman In black .
with the toddler when the two turned
to watch hls patrol from 50 feet or 50
"away. The child waved a tiny, pink-
O mittened hand in greeting.

The sergeant, 34, is a specialist in | troops are

m armed reconnaissance who

TO: 13487153541

t homes 3
\ Thelr view of success’ cames in

part from the limited view af their |
gupmuwl!lﬂll cxpressed by the
Army. Their orders do mot include
having them hunt down indicted war

érimes suspects who sl powerfully
influence

politics,” although ‘NATO
authorized to arrest sus-

. pecta. it security .
scribes what his training entailed Nor are thay supposed te (nsure that

this way: “Thay tell us to go out and _ |

victims. of so-<alled ethnic_
Vi ot To Theti hormes,

, et information on the enemy so the
~= ' main force can kill them.* And that
|s what he is cxpected to do in Bosnia
if the NATO-led poacekeeping mis-
sion deterlorates into combat, !
E But, with that pink mitten waving
back and forth, ‘his patrol stopped
while (he sergeant, {aughing, ran
over to grasp the child's.hand.
“I'm doing what I'm daing for the i
kids here,” he said
1 think the Bosnlans are the hardest
« working, most decent people ['ve’
pom={ gver seen.'’ ;
*  Thu United States Army has wor-
ried about this sort of thing. Senior .
American officers in Bosniz srmt
¢ » much of the last two years telling
~=/  their suburdinates not to let soldiers
U get emotionally fnvalved in mtl
« w={ thoy wera doing herc. There was too
a risk that Western efforts
would fail, the ollicers sald, and if the

Gl soldiors cared too much about the |
bl country thelr morale might collapse
el along with the peace,

" P> Butit seems toa late for such con-
“Iae .7‘3 cerns. To a considerable extent,
i Bl

American {orces have gone from dis-

=0 passionate obsarvers in a confusing

1~ ,% land to soldiers who feel their job ls
.

to help people they now know and
] liKe

] g Senlor officers now say it may be,

oA berter for the Army if the saldiars

tol feel an emotional association .with

Phsa Bosnlans.

A Soldicrs get constant reinforce-
ment from Bosnians who tell them 1t

i 15 good that the Americuns are here.

e ‘chologlcal screenings of sol
waving the danger, discomfort und
loneliness of long tours In Bosnla find
thut the (roovs feel better about
themselves and their jobs than the
average Ameripan does, according
to Army psychologists.

An immediate 'benefit for the -
Army (s that soldfeys who have been
COn  assigned to Bosnia er mare likely to
—  re-<€nlist than others, officers say,

. This year the re-enlistment rates for

some Army units in Europe, from

98~

have come, are mare than 80 percent |
(8 higher than their goals, the Army
says. : .
. In this town theres was another
statistic to note: The number of ;
times per minute Bosnions smiled |
and greeted the American patrol. !
As they walked the frozen streets :
at the bottom of a cup-shaped valley .
where the mountuins, the pine troos |
and the sky were uniformly wh.tu‘
with snow und huze, most of the
American soldters spoke optimistl-
cally of their work.
* They did not dwell on the factaries
destroyed by shelling or the large
number of refugees here who are
barred [rum returning to their
homes because the country remains
splintered along ethnic lines, Instead,
the men in this patrol noted the re-

wimy

w Hork Eunes

¢
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he Ni

&:
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afterward. “1°%

While a fractured Bosnia, brim-
full with the unemployed, the home-
less and the angry and gov
politicians who will not :
er, may yet blow apart, the soldiers
are told work is going well.

Many of the 4,500 Americans
dlers in Bosnla belisve that s
their deployment after the Decek

g
:
[
4
]
g

It 1s easier now lor soldlers to
study higtory and become acquaint-
ed with Bosnians than |t was in Jaou-
ary 1096, when the American troops

. fought rain, blizzards and a churning
Sava River to enter this country.
Then, everything was ln'.'..::lw:i ev-

But .as political teénsions have

dfmhn-lﬂdmmwm ‘eased and the Army has become

. Walking next to the rebuilt Olove
hospital, fresh plaster on the outside
and warm clinics filled with children
and thelr mothers (nside, Capt. Dan

ditlons If‘;g‘ﬂ:lh"

The executive officer of Captain
Mclntosh’s company, First Lieut
Danlel Fickel, 25, of Miami, sald his
father tells him that what he s doing
in Bosnia now ia simlar to what his
father did earlier {n the Peace Corps.

“We're really helging people,”
Lieutenant Fickel said. “'You can't
send soldlers halfway mround the
world to save & country and then say
don't get emotlonally involved."

Though the American Army policy
has been to insist all three ethnic

accustomed to working in Bosnia, the |
saldier's lito here has improved.
Even so, soldiers ralsed questions
that senior officers say le tham
as well . i i B
“I think we are doing good, but it s '
" taking = lot out of everyone," said
Sgt. Sabrina Pinkard, a medical tech- .
niclan from Cofumbus, Ohlo, who is
- based at Camp Gentry, & rather iso-
‘lated baso.on the:northern ‘edge of
the American sector. **
Réferring to the Army’s downsiz-
ing and the increase in overseas des
*ployments in recent years, she said,
“It our unit keeps. gctting sent
places, here or wherever, With no
time 10 rest and catch up, we are
.golng to wear gut.™ | ¢ i
 Qutms 4165 Wik e $econd Cavairy
wi av
‘Regiment. Thinking about the stiess
. on soldiers who are separated from
their families, he said, “We gat our
own trouble back home, too."

groups — Serbs, Muslims and Croats Soldlers say. what - makes .thom
= be treated exactly the same, many think thelr mission is worthwhile is
soldlers feel that the Muslims, who the balance between the personal
have the highest number of displaced  burden and the task at hand. In Bos-
In Bosnia now, suffered the most nia, they are getting extra pay and
during the 1992-03 war. Noarly ev- bonuses. Many {eel that urc sharpen.
eryone In Bosnia is relieved the fight-  Ing their military skills. And life on
Ing has stbpped, but Muslims are their bases, though still difflcult, has
convincad the West stopped a war of  become less uncomlortable, .

¢
E:' which most the soldiors {n Bosnia : peessing

annthilation that was directed
against them, and probably feel as-
peciolly appréciative toward the
penacekeepers. "

But with Western governments
Bosnian authorities ta car-
ry out terms of the peace agreement,
thera have Deen .times when the
NATO-led [orces, including Amerk

was In August, when dried to
install a more cooperative: police
commandar in Breko in the Bosnian
Serb-coatrolled area and mobs or-
ganized by local Serbian authoritics
blocked the attempt. Clvillans at
tacked American soldlers with
stones and gasoline bombs.

. Despite such incidents, relativns

- between most Bosnlans and Ameri-

can troops have been good.

In Olovo, & town named for the
lead mined here since Roman times
and now inhabited mostly by Mus-
lims, Sergeant Correale scems to

have found a place he llkes.

At Camp Demi In north-central
Bosnta, where the soldlers patralling
the town of Qlovo are based, a dinner
last week offered cholces of 8 catrees
Including pretty tasty burritos, 6 veg.

| etables, 12 kinds of salid und 8 des-
| gens, d
. Talk around the base wes about

1 how the Army has settled in in Bos-

1« Nia. The mission has gono from short
i and arduous to somothing of indefl-
ntte length that has become part of
the Army’s life
Soldlers said they were not at all
surprised by President Clinton‘s re-
ceat announcement that ‘there is no
longer a deadline to withdraw the
troops {rom Bosnia. It seemed clear,
many thought, that Bosnia was going
to be an assignment to be rotated
among combat units for some time.
“l guess It's going to be some-
where between ltke what we did in
Halt! end what we're doing in Ko-
rea," sald Specialist Jason Suddeth.
21 from Galesburg, 11l
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RTeRHETaCY, - at: the: Food md
mgmmam it has theused more

on reacting wbutbuukc ﬂzm t,tn:
% F.DA. h‘fupomlhld for tha‘ s&tety of

Deadly Pactena aNew'] 7
To Fruit and Produce { "

A By CHRIS‘I‘DPHER:D"
Anna Grate Ghnmuuul.-,ls

E¥

Canun&cdm p&&u‘ o Vi

. months old, was just beginning to st
: put her infant stamp on the mrbd.. b o I ; toods except m&‘h"w’:@;ﬁ" But
Eatcomia s o sach g | ¢ Odwall: omagi b seknowiodge m eg;;r‘ wfg ind uqtul dovies 3?,12
1] l ‘ L]
e m”"‘r St ey ey hat e ompAryGIGR | ED.A.has iven ﬂpsutﬂ-ggg s,
And every time her mother . .

wheeled her past the grocery- '
store cooler, she would point ex-.
citedly to her favorite: the color.':
ful, fruity juices made by a Cali i
fornla company/.Odwalla, ‘that
promoted {ts products as some-of
the natlon's treshest and healthi-;
est. - .
*To Christy’ an& Chad Glm&u-_ : 8 Jdivilla’ _ i
(tad, who live in.Evans,  Cold.! & ade.w/ ‘more thap talé of one | ¢ ‘Amarica

these {resh-squéezed jmm 23;:’.‘:.;‘1{“'3 :‘una-umu;?riak i luu:& sart of lliness. each yem*?r?m sométhing
seemed natural ‘and nutritious.! ty. precautions. This case and similar cut.  they eat. But Government officlals say that
But in late 1996, Anna becamie 50 | breaks across the country {liustrate ore of : 1988 than 5 percent of food ilinesses are ever
Il after dfgllkins Od“}.l:nﬂ’g" the. least undersiood new currents in food | reported to authoritles, so they rely heavily
juice that, within two w er | safety: thig dangerous strain of E. coll has: on estimates. e

Kidneys gave out, part of her mu?; to Infiltrate frésh-frult-julces and’ °All told, the Centers for. Disease Control
brain became clogged with dead” ' yegetables, the very foods that Am.r[ml and “Prevention - estimates that-'E, doll

fact, the agency impocmsl Odwal!a 5
ant fust three mohths.before tha E.' coli

'mx. But Government reporis:indlcate
Inspéctor: focusad ‘on- mlwr*.lames and.

are {ing more.of to be health Ql JHT Mm a8 mﬂny as m.m Ameri-

; sﬁb‘g 1993, when hundreds o,"mpl. got| Gdns:a' year:through meat, prodice; and-

FRESH HAZARDS ' | sick from. undercooked hamburgers,' the er“means: and kills up to 500. It first
First of three articles. .  public has ‘associhted the blggest ‘hazards{ DEgan, 10-appear- in food in 1980, and the

: wlmism o boet. Yot 8 amall bt gromiog:. & N;J}"@W N sabes m&sm‘;
portlon .0 polkontiig: cises ‘s som 83,
blood cells, her heart taltered gnd ' s in their. sévarity,— now arise from; HiOre: i) neonle had severe'dlarrhea
she dled. mﬂrﬁ! salmonella add rity q patlti‘!ogenl m, esses inl nine oiithreaks of the
Health authoritles say Anna's fresh juicé and produce,  ° v :
body collapsed so [ast because The nation’s food 'su nrno.lni -one o;
the juice had been contaminated { ¢the world's ‘safest.- Blft??ha emphasis oal W*W;:i“éﬁu‘m I:mclfll}?; .
with an increasingly troublesome | [reshness and nutrition is E;:mg & greater; JEERAURE i B0 0o Tt “chijdren
hazard In America’s’ 100d $ys-{ purden on-companies, to:insure that " thelr ; + i talized with & w,:'“ bigod and
tem: a stratn of bacteria known products are as freg.of wmm bacteria as.i- l'ihaf‘?: adse. B o Geaiod "
as E. coll 0157:H7. The authort- | other foods. that have undergone processes 1 S\Aney. }\n.noa preis “:" i the o) o
tles say that while Odwalla Was | iike pasteurization. And,while.the food ig: | SI0me: ARG LIRSS O o{h s
marketing (ts products s pre- | dustry responds, to the changing American "ft.n%.l to h “t rgmnz Kidne dam-
mium sources of nourishment, ; pgjate with a jazzy array of new products, : : -Mzm r.,;mw Toblems. Y
the fast-growing company had from exotic juices to convenlent packs of - "q-h, e:.; mbf.%; tn:zu food system
significant flaws In Its S8felY fancy’ premixed salads, the Odwalla case : - ;MB‘B, Lo e
practices — weaknesses th may shows how some growars and processors : 0 51 ﬂ? ald quollna Smith DeWeal, a
have allowed tainted app are falllng to meet the rigorous safety OLOf17."sald Ca

contaminate some of its J“‘“‘h" standards needed:.to kéep out dangerous ; o "“lm“ dn Weshington, “And
caused 70 people to become eick. | pathogans. | - ‘ mﬁﬁb’ﬂm‘&ﬂfﬁ?&f .I'.ﬂ'ﬁfﬁi&‘
Interviews with former Od- u has’ n.lsr.- bocumq -clear that u mon [ lﬁ.,.;,m o A
walla managers and company ‘| companies expand distribution of their v el lmlnium 'h. £ "—"lsn ;
documents show that {n the Weeks | orodycig, unganitary conditlons in even the } m',ﬁmmém :rmore." gt
before the ou:breall. Odwalla | smallest corners of tie industry can ceuse " DréMichael A./Friedman, the acting com-
gan relaxing its “"‘d‘“";“ "‘ iwidespread harm..In another. ftriking ex- . rofthy l‘;mwn Administra-
cepeing b'“‘“m;l'd frult and rein- | 'y mote Federal and state health.authorittes ; B g T8 g
"‘;" “l;} g}?l c::x" ‘“:g{;l; :t"’n:"‘u": say they. beljeve a small lettuce progducer «—  ; hrs mMA i balwmmd’vlﬂmmtaud“ A
teuse, dramstic momencs o the | T7°CARG imder couditions chod s blatankt: | stly, inore aggresslye," e sald. .

ly unsanitary —.was. responsible for.an ' P -
moring of Oct. 7, 1998, the day | ¥ MPSEIALY. = Wrao, FEoROREE IoFat My food companies, espectally tha lurg

}
e coniaminaed " iiée  Was'| ko 6 peopla i o, Comectcu and oy bl ek i L
‘ ; New-York ln May and June,1966. . " yelled govgral safety initiatives. The F.D.A.
By these accounts, productlon After the outbreak, a team of investiga- 'hae begun to draft new. rules for julce pro-
managers brushed “Id‘ warn- | tors found (hulhe-let‘h.lce h‘d m‘wm!d'l um mu‘h it faces opposition {romh e 5
Ings trom a young company In- = and packaged.less than 100 feet from a o0 fuice and clder makers wha matntain 3
spector that a batch of appleswas  cagtle pen. Although.E.-coll 0157;H7 origt- that unpesteurized products taste better i 8y
100 rotten o use — some were pates in anlmals and cattle (feces is the mcl can still be made safely. - i
highly decayed and one had a . most common source), there were virtually , .Odwalia now says it would never have oy }
worm in it — without “ki-“! spe-- ] Nno measures to protect | the |etmﬂ!- 1d uﬂpﬂﬂttumd apple’ ’u!ce it {t had ‘f;‘ |
clal precautions against contami- | ’ Until - recently, . the .Government. had "? i 1!1

" huuo t X
nants. These issues are belng ex- [ shown little leadership in dealing with the ! "“damﬁmf,ﬂ?{: “;-h‘;u ‘m:a.'.!“s;l; ;
amined by a Federal grand«ury | problems, -and there are deep flaws in the , Stephe.n €. Will{amison, Odwalla’s chief ex- -
in Fresno, Calif,, that could br!ng sygtem that reguintea much,ol the RAUIN'S,+ geytive. “And those are hard words.” Od-

Continued on Page [4 ﬁ D
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“« waila also criticized the roughly 1,500 com-

panles, mostly (arms

tlons that make {resh apple julce cnd cider,
as falling to heed thie lesson.

A close look at the Odwalla case shows
there is little margin for ervor (n dollms
with {resh products. While Odwalla had tol
growers it wanted only tree-picked applea,
the authorlttes suspect the bacteria got into
1ta plant on decayed apples that had rallen
on the ground and come (nto contact with
feces, possibly, from deer.

But former Odwalla managers see an-
other lesson as weil: the company, they say,
was growing so repidly that it did not pay
enough attention to safety.

“In terms of ulety, it could havc been -
improved greatly If we had gpent a little
more time on it instead of just focusing on
production, sald Douglas A. Dobbs, a for-
mer company planning of(iclal.

The Backdrop
Quality Standards
Vs. Production

Nearly all the glant juics companies, ukol r

Tropicana, and some midsized upstasty, like |
Nanwcket Nectars, rely an pasteurization.
Analysts estimate that 98 percent of the
nation's julce goes through thls process,

But when Odwalla’s cheirman. Greg A.
Steltenpohl. started the company in 1080, he
saw absolute freshness as his entree {nto a
highly competitive business.

Inspired by his {athar’s habit of squeezing
his own orange julcs, Mr, Steltenpohl ‘bore
rowed $200 from a girlfriead. atarted making

Julce & home and delivered it to restaurants

tn Volkswagen vans. He took the name O¢-
walla from a charscter {n e jazz song who

guided the Jost *“people of the sun” out of the 1

“gray haze.” :

Over the years, Odwalla worked hard to
bulld up lts brand name, and it now markets
more than 20 flavors of juice, smoothies and
vitamin-packed drinks In the West and

* Southwest. Mr. Steltenpohl kept thé Io&sy"

Yy, even as Odwalla became & pubdll
eompanyln 1993 and its sales soared. to $5! 9
miilion In its 1986 fiscal year from $0 milllon
n 1991, It studded ite labels with whirnsical
sunbursts, gave its products names {ike Mo’
Beta and Femme Vitale and threaded its'
mission statements with phrases like **Nour-
ishing the Body Whole."”

This approach created an enthusiastic fol-
lowing. particularly among p! lesslonlls It
also turned Odwalla into one naton’s
fargest fresh-juice companles; l gg with a
few other regional outfits. And before the E.
coll outbreak, Odwalla offictals never consid.
ered pasteurization, fearing that it would kill
nutrients and make their jujces taste bland.

“lf 1's not (resh-squeezed, then (t's not
part of Odwalla — and that's truly the way
we thought,” Mr. Steltenpohl said at the
company's headquarters in Half Moon Bay,
o seastde town south of San Francisco.

But |f & julce company does not pasteurtze,
It Is placing a huge strain on the rest of lts
safety processes. Even the least harmiw
bacteria, like food-époilege organisms, roultl-
ply so fast that they can render {resh juicls
undrinkable within a couple of weeks.

This means chat'the companies have 0 -

rely on several lines of defense, from sorting
out bad frult to washing the' usable pleces
with sanitizing chemicals.

Company documents reviewed by The
New York Times show that Odwalla had
been grappling with these problems stnce it
opened a $3 million plant In Dinuba, Calil., in
1993, Tests on samples of its juices then
found high readings of general bacterla,
yeast and molid that could cause them to
spoil. A contractor later waned in a memo-
randum that Odwalla's citrusprocessing
equipment was so poorly maintained it was
breeding bacteria ln “bluck rocten crud' and
‘‘{noculating every drup of julce you make.”

_ﬁ-mw‘a complalned of DS O

manocytogenes,

pregnant women, In samples
apple and orange juice. Fedaral law bans the
sale of any {0od or drink wib this strain of
' listeria. But Odwalla officials suy thé levels _

. In the juice were far 00 low to cause any

eaith risk.

Mr. Steltenpohl and Mr. Wilflamsco sald 4 : :
The Crucial Day r

the company spent saveral enillich dollars -
over the last several years o upgrade plant
equipment and install new safety devices,
and it reduced the general baclerial counts to
rehuvely law levels. “We dhought we were
doing a good job,” Mr. Wiliamsan said.

But In mid-1993, juice makers in Florida
were hit by an outbmk of salmanella In
orange julce served at Wakt Dismey World |.
that sickened more than n children and
adults.

Tha Cause was odd: um-'ms bell
disease cnmtmm-wdln eral

0 : !r-h

ade ¢ on lllll. fn Canada tn
1580 and Massachusetts W& 1991, ,M the
{ncidents had recstved little sttention s Od-

walla or in the Industry, asd evea the C.O.C.
suggested that Such contandnanog wes itke-
ly to occur at oaly the crudest operations.
After the Disney World agbreak, the State
‘of Flortda drafted pew ruies, which took
- effect in early 1896, that Fequired larger
. [resh-julce companies to add more protec-
tions. The regulaticns prohdhit using split or
decayed frult They aiso a two-siep
., Irult-Cleaning . process, both an
.acid-based datergent and chiorine, - -
Au a -California company, Odwalla ,was
r no obligassan to follow m rules, and
(cw julu compenjes outside of Florids did.
But Odwalla hed fust hired two managers .
from the Florida 1uleu (pdusery. One of them., .
Dave Stavensan, who oversaw-QuAllty assur-
_ance as Odwalle's technical -Mcn direc
10, . contended, thet Odwalla should add a
chlortne-rinse as a crucial backsiog ltllnll
. bad frult, company documents

an apdit “fmcrion ‘as compared to oie”of
‘amrolling or policing.”

A Plant Struggles
With a Basic Tenet

.

!nmvtc‘fo and docaments t- that
" the tensions resched a climax. days
mquoqmw plut.louudbmm

d-docr .|~ .
renisted ukh.‘mw o' weed out
MM...: CAR Y N O

. coll llinesses to Odwalla.

- .. Mr. Steversm had recurned to the plant to

| help, and he asked Ms. Vduqnulhnyﬂuu

-

Chip Bettle, a former Tropicma muvc ‘

who became Odwalla's senlor vice ptuldem.,
feared chlorine would leave an af(ertaste
and declded that only an ecld wash. was

needed. :

By the summer of 1996, as Odwalla'a plant
pushed hard to kedg up with rapidly rising
sales. some formef’ company officlals say
production deman l began ® overshadow
safety concerns.

At the end of August, Steve Kock. Odwal-
la's quality assurance managee, sent an E-
mail to Mr, Bettle saying he planned to atart
testing for listerla again.

But on Sept 2, Mr, Bettle wrote back:
“why are we dolng It, why now, what do we
want to PROVE. . .If the data is bad, what do
we do sbout it. Once you creste a dbody of
data, 1t is subpoenable.”

Mr. Bettle declined to be fmmrvieved He
sald n a statemant that he was malnly
concernad that any.testing be based on “a
sound plan” to identily corrective measures.

Mr. Kock dropped the testing plan. And by
mid-September, he asked to be relicved of his
management duties, demoticg himself, in
effect, 10 a quality techniclan Mr. Kock, who
still works at Odwella,did not retarn calls (or
comment.

.But former associstes seid be had grown
tired of battling with production officlals
over safety lssues, like how often to sanitize
the juice tanks, He was also caacerncd that
Mr. Stevenson was leaving at the end of
September to take a sales job with Odwallo
in New Mexicn.

In a company report on Oct 4, Mr. Kock
described how his departmenr’s suthority
was being cut back. “Philasophically,’” he
wrote, “the department s moving towards

began on a Friday, when

mmllh.dhwnnd.&n

n the nou:.m cmquuwdumthe
ment with the pmmcnnn officials
she saw “'a couple
of apple blna that had highdecay.” She added
that she cut open one apple and {ound a
worm in it

Around. this time, Odwalla had received

cause of a ssasonal switch from prized
Washington fruit to less axpenstve Calitornla
varietiss. Carmpany documents show that its
policy was to stretch its standards lor frult
quality at such imes -~ and edd extra sort-
ers to pick out bad pleces.

While Odwalla often had accepted only
loads in which no more than § percent of tha
frutt was defecdva, it had lifted that to 10 to
15 percent. [a the three weeits belore the bad
julce was riada, the documentd show, some
deahmcmﬂmuwnpcm
defecuve (ruit

Ms. Veélasques wrote that an that Frldny.
she “didn’t want to accept the rest of the
bins” in the Joad But her objection was
ovarrulad by an officlal wbo told ber “‘we had
10 use them since we had the load dere”

Ms. Velasquaz wiots that the production
staff used half of that loed on Friday and
dec!ded to use the od\er half on Mooday, That
meant the apples would sit In a cooler for two
days. and-she was worried that bacteria
would spread amang them.

So she got the leader of the apple pressiine
(0 agree to assign three or four people on

T
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Tules are meeded to Insure the

salety of fresh julces afid'cidér. * ~

" Monday to sort out bad apples, instéad of the

usual one or two. . .
When Ms. Velasquez came In on Monday

morning, she saw only one sorter plcking out:

rotten apples as they rolled by to be pressed
into juice. She also spotted 10 to 15 decayed
apples that the sorter had missed.

" She suggested slowing the line and was
told a second sorter. would be added. But
when she checked 10 minutes later, there

was still only one sorter, and she asked again-

to slow down the line. “At this point, every-
one was upset at me," she wrote, She added
that the tensions had risen this high “only
because | wanted to reject it but couldn't due
to higher power.” :

e
In her note, Ms. Velasquez did not indicaté ;
that she or the production officials-took fursi- et EF s e R e .

ther action. . )

In a brief telephone interview, she said,
“What I wrote Is true.”" She said that she did
not know If these problems were connected
to the ilinesses, but added, "It was an incl-
dent that happened at that time.”

But Ms, Velasquez, who is belng represent.
ed by a lawyer for Odwalla, declined 1o
comment further, Chris Gallagher, an Od-
walla spokesman, sald Ms, Velasquez had
told company lawyers that she could not
recall the dates when the incidents occurred.

“Obviously, the ‘Friday’ and the ‘Monday"
could well be dates other than October 4 and
7" Mr. Gallagher wrote In.a statement.
“Indeed, there are a number of inconsisten:
cles suggesting that the incident referred to

in the memo may not have occurred o\fg"

that precise weekend.” )

. "The F.DA. clted Odwalla for having an
“Inadequate’ program to test for food-poi-

. soning bacteria. Odwalla’s chemical supplier

- sald the brand of acid wash Odwalla was

* using had killed all the E. colt O157:H7 in
only 8 percent of lab tests and should not
have been used witheat chlorine.

And while Odwalla now has one of the most
extensive bacteriaesting programs in the
industry and has expanded its frult-washing,
it also has become one of the most vigorous
chamiplons of a solution it once disdained:
pasteurization. -

The company hired safety.consultants,

+ . then identified every polnt where bacteria
! could slip-in and devised' measures to kill
;knownaesa
' {s'what Federal rogulators are starting to
require a3 the best answer to the new threats

in other types of foods; from seafodd to meat.
. The F.D.A.said it would draft a similar rule
' for juices, .’ 4 '

With apples, where the skin gets mashed
* right into the julce, Odwalla says this has
. Inevitably meant a shift to pasteurization.
" But given that orange juice can be extracted
‘without touching the rind, Odwalla’s tests
mw it Is still safe tosell it without pasteuriz-

But a bitter debate is shaping up. Many
+ doctors now caution against giving children
fresh apple juice or cider, and small cider
makers fear.that more regulations could put
them out of business. Other companies think
the F.D.A.'s move will lead to pressure to

Mr. Gallagher said one inconsistency was j. pasteurize all fresh juices. And they say this
that Odwalla's records indicate that the c:u:-:e 1 s ‘too sweeplrig a conclusion to ﬂl‘“’_ from

pany used three sorters on the morning of |

Oct. 7. He also said that Ms. Velasquez had
told company lawyers that on the day she

described, she ended up halting the produc-

tion line until extra sorters were added. .

*This Is an Indication of gdod quality mian:
agement, not a fallure,”” Mr. Gllllagh@r

wrote.

Odwalla's fallure.

" “The perception I've got is that it was just
a breakdown In good manufacturing prac-
tices," sald Marc Isaacs, co-chalrman of the
American Fresh'Juice Council.

.., But Mr. Willlamson, Odwalla’s chiet exec-

"‘Utive, $ald his company has “‘a more sensi-

;- tive perspective on safety’ than it used to.

But Federal and state Inspection reports He added: *“Having Anna'die was unques-

confirm that the company used apples from

tionably an horrifically awful, terrible thing

two loads with rblatively high' defect levels:, to go through. You can’t imagine worse."”

on the day the tainted julce was made,
Moreover, Warren Hayes, a former Odwalla, Amanda Berman was perha;

production supervisor, said there may have
been a similar incident that day. Mr. Hayes

said a production team leader told him that

he had objected .to using rotten fruit but
others had ““made the decision to run it.” -

‘MNext to Anna Gimmestad, 4-year-old
the child most
., 8everely injured by Odwalla’s apple juice.
. She drank it at a Starbucks In Seattle:and
was catapulted into a maze of medical tubes

- and machines — 17 days of kidney dlalysts,
vomiting and blood tramsfusions. After her

Mr. Hayes added: “‘Generally if it's that lliness, she had trouble sleeping {or months.

bad, you shouldn’t be rgning it.”

'
.

The Reactlon |

A Broad Deba‘;e.
Over Safety Rules

" 4 The Bermgns are suing

. Odwalla, which
* ’has pald an closed sum to the Gimmes-
_Vtads 'and, settled 5 of 10 lawsuits by other
*ivietims, ’ oo
. For most of these famiiies, the big worry is
“that their chlldren will experience problems
as they grow older. Of the children who got

. "hemaolytic uremic syndrome in the 1883 E,

coll outbreak involving hamburgers, some

Right after the outbreak, new regulatory developed diabetes, and one has needed a

inspections also found other flaws in Odwal-
la's safety programs. And the problems at

kidney transplant,
“You just got to wait and see,” sald Aman-

Odwalla have since sparked a broad debate da’s father, Adam.

NEXT: Ti'aéing a thm:s;ar.e food polson-
ing outbreak to one small lettuce producer.

—
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MEMORANDUM WY S Qcuunu W
-_—
To: The President _ E s

From: Nancy Hernreich
Justin Coleman

Re: Memo from Howard Paster

Howard Paster urges you to renew your efforts for broad “fast track” legislation. He
recommends against any fundamental change in legislation, but suggests that modest changes
can be made to change some votes. It is preferable, he says, to secure votes in blocs rather than
individuals. When individual persuasion is necessary, deal with them on other issues and don’t
compromise on fast track.

He recommends your active, personal involvement starting with the State of the Union,
putting fast track in the context of the domestic economy and the benefits of past trade policies.
He also urges you provide strong direction and deadlines, a specific schedule following the State
of the Union and a more through plan for the Vice President and the Cabinet.

Finally, he recommends that when considering possible staff replacements, ask “what”
you want to accomplish before answering the “who.”

In addition, he sends holiday wishes to you, Hillary, and Chelsea.

Copxc d
Hernvre o
WowilcsS
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O Betty Currie

FROM: Howard Paster

DATE: December 17, 1997
Four pages in total

I would be grateful if you could pass this along to The President.

Best to you and your family for a happy holiday and a healthy new year.
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MEMORANDUM FOR: THE PRESIDENT
FROM: Howard Paster Mo
DATE: December 17, 1997
SUBJECT: Trade Legislation

Mr. President, on the few occasions I have written to you since leaving the staff you have
responded in your usual gracious manner and invited me to remain in touch with you on
issues of concern. I hope you do not mind my doing so at this time with respect to trade
legislation.

Specifically, I want to urge you to renew the effort for broad “fast track” legislation,
including your direct personal involvement with the goal of enactment before Santiago. I
believe this can be done, and I believe it is important to sustaining your substantial, indeed
historical, success on trade liberalization, and the United States’s unique position in global
commerce.

Since it was necessary to pull fast track from the House floor I have been abroad twice,
first to Europe and more recently to Asia from which I returned this past weekend. This is
part of a pattern by which I make 10 to 12 foreign trips a year. Typically as I travel,
people in business and government want to talk about U.S. trade policy. And typically
wherever I go I encounter a range of views toward the U.S. But normally those views do
not question the leadership position of the U.S.

But on these last two trips anxiety about whether or not the fate of fast
ck signals a fundamen i attitudes. Whileifis 0 explain why

people should not overreact to the withdrawal of fast track, the harsh reality is that the
absence of fast track is a real problem. I will defer to the experts about the extent to
which the absence of fast track will actually prevent us from reaching desirable trade
agreements, but I am convinced that not passing fast track will have a lasting impact on
how our trading partners deal with us. Perhaps we are guilty of having created this
perception about the importance of fast track. But whatever the source, the perception is
there.
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Memorandum for The President
December 17, 1997
Page Two

While I do not have all the specifics of the final days of the legislative battle this fall, I do
know enough to believe it is possible to bring fast track back, and to pass it. My views
include the following assumptions:

It is important to resist fundamental changes in the legislation, i.e. no sectoral or

geographie.limitations, nor environmental or labor amendments that alienate those
who have been with the Administration.

Yet ification in the legislation is needed to give cover to those
whose votes need to be changed. o

It is far preferable to try to secure votes in blocs, 1.e. agriculture, BRT to E_cilgtmt
Republicans, etc., than to try to do it one vote at a time. o

Where individuals can be switched one by one it is better to deal with them with
respect to other issues with which they are concerned, since making fast track changes
for individual votes will set off a whole new round of horse-trading from the Hill.
Individual deals should be reached by your agents, from the Administration or on the
Hill, and not by you personally.

However, you should be personally active addressing the need to pass the legislation,
eachin ack 10 § eneating as often as necessa: best lines about the link
: ion and optimi America’s future. An appropriate place

to start would be the State of the Union, and specifically in the context of the domestic
economy and the benefits we have secured from the trade policies of your
Administration.

You will need, if this is to be done, to provide strong direction and to set deadlines;
we cannot kid ourselves about the ambivalence on this issue among people who work
for you.

anned, including the use of your time and that of the entire Administration. One
sential non-Washington appearance by you should be tied to agricultural exports.
But a more thorough plan for you, the Vice President and the Cabinet is needed.

Especiﬁc schedule from the State of the Union through a late March vote needs to be
1
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Memorandum for the President
December 17, 1997
Page Three

Mr. President, this can be done, and if it is done correctly it will not only reassert your
historical position on this issue, it will be provide enormous impetus to recharging the
Administration for the remaining three years of your Presidency.

Obviously, I stand ready to help in any way possible.

(Since I am writing, permit me to add a note on an unrelated issue. I have heard and read
so much about “who” might end up in key White House staff positions if umored
departures come to pass. Let me suggest that before one asks “who” should fill what
position it would be more helpful to ask “what” it is you want to accomplish in the next
three years. A clear answer on the “what” ought to inform a decision on “who.”)

My best to you, Mrs. Clinton and Chelsea for a happy holiday and healthy New Year.
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HENRY G. CISNEROS

PRCSIDENT

To:
From:

Subject:

Date:

prm?cnnmn RMUNIVISION
A/¢'ﬂ7 W w
Henry Cisneros

Ideas for the President’s State of the Union Address
as Requested by Michael Waldman

December 19, 1997

1. Beginning on January 21%, Pope John Paul I will be visiting Cuba. The visit
will be an important worldwide news story and will be interpreted as having
the potential to create a new opening in Cuba. The world press story lines
will include the following:

One of the last great dramas of the Cold War — Communism vs. the
Catholic Church - is being played out.

The Pope’s call for freedom will echo bis role in the unraveling of Polish
and Eastern European Communist regimes.

Castro’s risk-taking in inviting the Pope may signal a new readiness for
dialogue and openness which should be pursued.

Despite the stark nature of their disagreements on matters of freedoms
and human liberties, the Pope and Castro share common priorities for
soclal justice and humanitarian assistance, issues which the Pope is likely
to address.

The irresistibility to Cuban-Americans of returning to Cuba to witness
this convergence of their Catholic faith and love of homeland has resulted
in about 15,000 Cuban-Americans - many of whom swore they would
never return to Cuba until Castro was removed - seeking visas and
planning to be present for the Pope’s visit.

I would argue that the you can creatively embrace the spirit of opening and
advance the fact of opening by appropriate remarks in the State of the Union
Address. My argument is based on the following logic:

a) The possibilities for civil dialogue about steps toward opening Cuba
will be fresh on the minds of Americans and people around the world.
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h) The case for modifying the embargo to allow medicine, food, and
humanitarian imports is gaining adherents, including many Cuban-
Americans who still have families in Cuba. There is specific
legislation now hefore the Congress to modify the embargo to allow
humanitarian products.

¢) The constituency for a political middle ground s growing in the
Cuban-American community. Therels a changing alignment of
polltical forces and a growing middle ground among Cuban-
Americans who see humanitarian aid as a possible consensus position
in the debate about the embargo.

\qf) As we think of the “big picture changes” that you can create or
oversee in the next three years, it is hard to Imagine anything more
powerful than actually “gpening” Cuba over the next several years.
The actual transformation of this remaining “sore spot in our own
backyard” before the end of the century would surely qualify as a
major legacy of the your foreign policy stewardship. It is within
reach, even with Castro alive.

In the State of the Union Address you can speak in general terms
about encouraging steps to explare the new potential for opening Cuba or
speak more concretely in support of the pending legislation on humanitarian
assistance. You can also lay out a larger vision of Cuba’s transition to
democracy and human freedoms and explain what the U.S. would be willing
to do in response to specific positive actions by Cuba. You can call on
Castro personally to put Cuba on the right side of history in the governing
time that remains for him, thereby cementing his own historic role rather
than being portrayed by history as the last Intransigent obstacle standing
against the inevitable transition to democratic institution. It could be a very
powerful statement that selzes the moment created by the Pope’s visit and
spurs accelerated openings which can later be traced to your sense of timing
and decislve action.
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in nature as in culture, diversity cm be [
auficut concept. Understanding it
accepting It another, especlaily- wh vonlty'
means not only acknwledglns a pr«sxmma cornu-
copla of differsnce — the very ampleness-of the
wosld — but also accommodating an adjustment to
the:status quo. A case In point 18 the relntroduction
of gray wolves in Yellowstone National Park. Thir-
ty-three wolves were released in 1095, and their
nuiber has now reached 97. Population éxpansion
is one measure of the wolf program'’s success, but a
hetter one is the wolves' impact on the natural
diversity of the park.

As John Varley, the park's chief scientist, put it,
the; Yellowstone wolves ‘‘can create an elk carcass
whenever they want.” Typlcally, & plck -idils’an el

every few days. But over the remuins the.Wplves -
abandon, a wonderful new dwmlty m emcr;ed. L

Since thelr arrival, wotves have killed mapy of the

park's coyotes. This has created — or rather re- -

opened — new niches for other predators, which
have begun to gather in greater numbers over wolf-
killed elk carcasges. The reduction In coyotes has

caused an Increase In rodents, which also benefits a -

wide array of predators. Even the coyotes who live
at che margins of wolf country have prospered,
thanks to the leftavers the wolves leave behind. So
do grizzly bears, who feed on wolf-killed elk before
beginning hibernadon. The benetit wolves bestow on

TUs LOFE T At T

'uversﬁy

muuumaymmomwbomemmmmznm

of all.
©'" ‘What bis Iqtomtod uh- is u\o uwﬂmeu
the dynamism, ‘of this shift in divérsity. There has

--been, however, o matching dynamism in the opln-
lons of humans who oppose the walf retntroduction.
That was made plain by a Federal district judge's
recent order to.“remove’ the wolves, the result of
litigation .that Is' the offspring of Intrmnsigence.
Several livestock - groups, including the Wyoming
Farm Bureau, liad (ﬂod a sult that urged, )a slightly
cleverer terms, the old propesiton, no wolves, no-
how. Several environmental groups had filed a
separate lawsult ~ unconuscted to the Yellowstone
walves = protssting the dropplng of legal protec-

_"tdns lor wolved that were recalonlz 1daho, The

"',two suits were unfortuna

. Judge Willlam Downes ltwod hls own

ad!culon. ‘bedding appeal, his jud

“encouragement o the mistaken defensivenassof

“livestock groupe who purgort (o represent the inter-
ests of most ranchers. It is also a misapprehension
of the purpose of the environmentalists’ suit, His
decislon needs to be swiftly and declsively over-

* turned on eppeal. [t is no exaggeration to say that

since the return of the wolves, Yéllowstone has.

witnessed an ecanomics of diversity {rom which
human culture = including the culture of ranching
. — ¢an direcily profit, it only it chooses to do so.

o Tl —""—i'réf

ent i a sad

ica that operates on several levels.
As Symbolized by its poster showing
a hand operating a string puppey, the
film Ig acelebratlonof Individual will
In the corporate state. Don Vite
loune explained 1o his son end heir
Michuel that he refused to dance for
an gstablishment that he knew 10 be
as corcupt as It ‘was pawerful. In
“Godlather™ soclology, the Carleone
crime family was an anajugue to $o-
calied legitimate business. It operat-
cd ‘outside the law because Imml.
gronty were frozen out of the legal
game.

But we hope that this Ml or,

standing between Glullanl | and u-
liani 11, remembers some =©  othe
cr themes of his favorite fi. o it

sequel. In *Godlather 1," fo. xam-
ple, there is & moment when, in the
midst of his mourning, the old man
concedes that his oldest child and
temporary successor, Sonny, had
been a “‘bad don* Soany's falling

ad lunch boxes, dolls, sunglasses, al-
bums and anything else creative
minds can think of has: become @
multibilliondollar industly, it s
probably .only a matter off time be-
fore Hollywood bestows an Oscar on
the’ most brazen Tnavie Us:in prod;,

uct. One formidable nomlneuuown
tomorrow. whan the Bank of Scot.

land Introduces a James Bond Viea®
canrd.

The card, which has the famouy
silhouette of Band with dinner jacket-
and ralsed gun-at its center and the'
logo 007" and' polnted: gun on {t,
side, has no formal atfllfation withi-
the latest Bond movie now playing.
The Bank of S¢otiand, which markats
about 400 different cards and has had
great success with a Star Trek card,
is simply Eluybur.kinu on existing
buzz. Unllke (ts carda assoclated
with charitics or companies, the 007
card offers nothing extra to tha user
and no discount on vodka, BMW'g,

"Topics of The Times

' was a hot temper, which might bear cummertunds or lethal bowler hats.
ﬁ Moral Fable contemplation. by .someone wbose :;‘l‘t'c a.umard thatsays some-
fuse (s ns short as the Mayor's. . t 2 uyt a Bank of

thc Wee HOUI'S That brings to° mind what we an keam
We were Intrigued to leamn that  jearned aboys Dan Vito's permnm Movie mnothln; new. Dec-
Mayor Rudolph Glultanl orderad a ' guccessor, Michael, in “Godfather sdes .ago, thoes Lnclined. could buy
post-midnight showing of *‘The Cod 1L’ He was a man o great taslem '‘The Wlurd of Oz eoloﬂl\; books,
father'* as part of the New Year's wno druve away his allies through Shirley Temple dolls and, of coursas,
festivities In TImes Square, The decir rigidity and hubris, Hey, maybe a hats with mouse eara. Tm years ago,
sion speaks for His Honor’g clnemat-  doyble ,“m“ woulda't have hurt. at the diwn of the tiedn explosion,
ic 1aste and political broad-minded- movie tiedns were stiil Almed almnst
noss. We ¢an Imagine some of his szchustvely at kids. Today’s movies
ltalian-American constituents being 007 Won’t Take have ﬂ"': birth to lines :{(mh and
uncamfortable with his celebration . frozen Bubba Gump shrimp and an
of ;hi(suh:::in é:blllc v e American Express :‘ndn probockay team, tho Anaheim
v r. Gluliani Xnowa.the flim - Ducks. Companies fight to
is reslly a moral fable abewt Amer-  Now that the tradedn mévie-relat- m%rpmmm wl:sh and

then use the mavies (n their ads,
Mavm sell milllany of sound-track
ulbuma, often full of songs not played
the Mm;mnﬂul market-
ers of
This

they were based on.
making . mmmmof *The English

S‘

fim,
the books
can.be s boon to. Uterature,

‘Patient’* -|nt0 a-hot property, We

should nmm . that
Periguin alsa’ 135,000 oopm
of “Thé Bodyguard.

The new Bond fllm I8 a particular-
ly egreglaus example of adult tie-ns,
It has spawned related ad cam-

by elght companies, from

MW to Omou watchas 0 L'Oreal,

which seils a “Bond Bordeaux' lip-.

stick. The power of movies 10 make
Americans wark almost anything s
a life-style thing that says something
sbout us, Someday, our epoch will be
deflned in part by the {act that we
bought baxes of *Bill and Ted's Ex-
celient Careal — A Most Awesome
Breakfast Adventure."
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outrageous generalizations

which is to be found in each party’
histo!
1960 1 i

In every one of these 10 campalgns, a fll yar - reraaiied g
trunning candidate who, sccording to-7' nomis
challengers for the .

had a froni
the Gallup poll, led all other
normination.

In every one of these 10 campalgns,
d:eGOth:pmideu&nlnomhﬁontoltm‘-:'

front-runner, .

By coatrast, only twice in those 10 elections,did . . Eve
the Democrats tominate for president the candi- - just
date who was leading their field a year before the ~time

s convention. In August 1950, Sen. John F.

m‘edy led Adlal E. Stevenson for the . 1960

nomination by 29 perceat to 23 percent, according . _'
to Gallup, and in the summer of President .
S5 Bl Clotin wis (e sols Dot socratic 3 L3

Democratic
the 1996 field. In 1967, President L
was the choice to win the 1

Humphrey,
Four years later, the Democrats’ fro
was the senator from Edmund S, Muskle,

-
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@ nominating " nomiration by 50 pecc:
hm%mm&lmymi;*..,f “hés

candidate in:. . ‘¢
Democratic . grd
ination, which went to Vice President Hubert  Ford, Ronald

car

gL ekt
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identical lar to describé the Republican
Party os “niore hlefarchical” with & members

nist issues, and liberals.” -

What does this mean for 20007 For the first time
in more (han- half a centitry, Repubficans are
withouta front runner. The GOP clearlymisses the
comfort of regular order and sutomatic promo-
tions. Democrats who have treated their front.
runoers with minimal respect and sext to no

deference  have an favorite
for 2000, Itﬁbum
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- <alled a fund for action

o1e°d

By HOWARD W. FRENCH

ABIDIAN, Ivary Coast

HEN this country’s National y met

ecently 10 consider tke Government's pro-

posed budget for 13598, members of the

opposition Republican Rally voted unani-

umuTIge against the ball
R

mn_dhbpbumemw:wagmnu
kwmjhmnalmmmwf.mm
force an ‘increasingly public debate over how heads af
state shoald be allowed 10 use pudlic money. .
l-thcusednlamemhﬂ;etltm_
and intervention — and this is
mluopmsthlmmobiauedn
The country’s independent media picked up on the
mmw.mmruukmmw
calls for greater acoountability trom the pation's lead-

d P viliage,
the creation of a new hotel, which he said were

memhmummmm e

I‘-tpulmmnnlumhmw
and practicality of democracy in developing countries.

seemingly loken opposition fell ™

— 10 replace. well-fuactioaing chieltancy and iriba) pa-
tranage systems with, lorejgn administracive practices.”

That similar thinking
American foreign polity circles was in evidence last
month an Secretary of State Madeleine K. Albright's first
toar of Africa nummmummw
what she praised as a “oew geperation™ af African

Where it is allowed, free
expression has served to
limit abuses of power:

e e

leaders, were coasptcucusly undemocratic. And if demac-
racy beosting was ance a prominent feature
sta:

knowledge. But -this, they say, does oot preciude vical
outside suppart. :

The changes in the way much business has beesi
conducted in In e seven years since mulki-

1

¥
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wianers and losers, il has begua 1o
changes in the lives of the countries inv

Mali, for example, despite flawed etecroral pro-
cedures axd constant bickering between the executive
and appositian, has now had six years of democratic
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By ALAN FEUER

ASNGABATY, Terkmenistan
TAND an amy street corner in this
low-rise Central Asian town and you
cannot miss te jowly, well-led lace
of Saparmurad A. Niyazov.

Hanging from pesters, sculpled inlo busts,
and glorified In mini-sbwines ar ‘airports,
banks and most hatels, the image of the
Turkmuen President, or Turkmenbashy
{Leader of Al Turkmens) as he calls him-

sell, is absclutely everywhere you turn.
mehysnmebtuc_l?Ml.Mp.nwu
with you. His image graces each denomins-

The Cult of Personality an

dency usoppased in 1392, he bas renamed a
host of villages and towns i this [ormer
Survlet republic alter himseit.

Such cuits have loag been a standard ilem
in the dictalerial bag of tricks, of course,
and the Soviets were experts at using them
ance Stalla prefly much defined the gence.

Bul & My, MNiyazov's sell-promotion re-
sembles Stalins, his message is different;
rmmmmishgusp-ye-a_ \ye of
proletarian virtue eaf d- through state
Jbesvor, he lries 10 paint—himsell as an

ic miracle-maker, & la Lee Kuan

&CTOROmC
Yew, Senior Minister of Singapere. His

promise is that he will deliver consumer
buyiog power in exchange for a recogoition

- that be is the bass in a less-than-democralic

state. 2
Turkmenisian, which lies on the eastern
shore ol the Casplan Sea, sandwiched be-
tween Iran 1o the south and Kazakhstaw and
Uzbelistan (o the north, boasis the world's
est reserves of patural gas. Presi-

thirdHarg
deat Niyazov has boasted he will use this -

‘wealth 10 put a Mercedes in the driveway

But Mr. Niyazov may be able 1o deliver an

(]

d Pipe Dreams

“This cult of persomality s a direct resull ¢
of the President’s own {ailed ecanomic pro-
grams." said David

Tm‘lhdumhmw'

struggling Lo stay allost, just like Thailand"
or South Kerex's, withoul ever having go

[n' the early 1390°s, Turkumesistan was
dolng & bit betier, eaming close to 51 billion &
year by exporting gas o the Russians and

Amwn“awﬂu'mayaﬁm
4 ocw mosque north of Ashgabat.
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will not necessarlly throw up reformers and
Tberalizers, "
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United States
defaults,
many Asians
Cemrr
growt.’n. and aspirations to mmllm
elected
fo

hm!hrsum.
and

achleved
took the Uni
Pacific

, be

Sﬂw“m
countries, oew {and old)

the problem and not the solution.

.
[ ]
maintaining po-lidcd

1a
b
elections, bowever desirab

rton I. Abramow

The Asian tigers
tian

With
maoy
face

howuhm!nmdhrydom
Democratic

not bring much help, certalnly kn the

It {s bronic that an imaginative

such -23 Korea'

particularly thdsa who can maintain

power in volatlle poliical settings. Globalizition is
an Inexorable force promoting international co-
but it ls not the anly force La the world.

nation state reinains very much alive tn Asla,

and the next few years wil be crifical to how
much k Is defined by nationalism and how much

T!umitcn’samiorﬁlowd!ln@m:ﬂ .

0% Foreign Relations and a former -
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Environmental Tasks in 1998

President Clinton paid.Jttle attention to envi- ‘an extraordlnary about-face tor an agency that has
ronmental issues when he first came to office, long been regarded as a wiiling captive of both the
moved te higher ground as time went on and now Industry it is meant to regulate and the Congres-
has a fairly rosy reputation among conservation- sional committees, like Mr, Craig's, that oversee it.
ists, Profiting from shrewd political advice, he Assuming that Mr. Dombeck does not build in too
successfully beat back Republican assaults on the - rany exceptions — for example, Alaskd’s Tongass

sively to protect Yellowstone National Park, Cali- est support.

country’s basic environmental laws and acted decl- National Forest — he deserves Mr. Clinton's stmag\f

fornia's redwoods and Utah's wilderness. Although- Clean Water. The Clean Water Act of 1972
his overriding task in 1998 is to win Senate consent  which last year celebrated its 25th anniversary, has
to the treaty on global warming, he and the agencies  done a good job of improving lakes and streams by
under his command. will have plenty of other controlling pollution from so-called *‘point sources”
chances to build on his earlier record. like factories and. municipal waste treatment
To begin with, he must keep his eye on a plants.’But it has falled to control potsonous runoff
Congress that still nourishes an urge to trifle with from farms and urban areas. In the last few years,
the statutory protections that have done so much to  runoff containing hog and chicken wastes has seri-
make this 8 cleaner and saler country over the past  ously degraded rivers and estuaries in North Caroll-
25 years. Two major laws — the Superfund program na and Maryland. A stronger Clean Water Act may
g for cleaning up toxic wastes and the law protecting be required. Short of that, the Environmental Pro-
sndangered species — are up for reaithorization, tection Agency could tighten its regulations and the
and Mr. Clinton must make sure that the new Agriculture Department could do much more wi
legislation does not undercut the original Intent of the Conservation Reserve Program to encour
eithet one. He should also press hard to match last - farmers to convert cropland to wetlands and butfer
year's generous financing for the notoriously under-  zones around threatened waterways. .
nourished Land and Water Conservation program, ,  Utillty Deregulation. This does not sound like an
i and for his ambitlous effort to restore Florida’s environmental issue, byt it is, The efforts now
; endangered Everglades to goot health, underway in many state legislatures to introduce
There are also three areas in which he and hl!s. competition to the monopoly-ridden electMc power

———

.

"N.Tordlnates can help ghart a new direction. ' % |industry may eventually give consumersfd wider

Forest Pollcy. A blg battle is coming over the range of choices and lower their bills. Equally
national forests.- Senator Larry Crdlg of Idaho, - important, by forcing utilities to be more competi-
chairman of the forest subcommittee, is eager tore- - tive, deregulation will encourage more efficient use
write the National Forest Management Act of 1978  of fuels like natural gas. That, in turn, could reduce
in a way that would probably lead to more logging. the greenhouse gases that are belleved to be the
Meanwhile, the new head of the Agriculture Depart-.  chief cause of global warming -~ Mr. Clinton’s top
ment’s Forest Service, Michael Dombeck, wants to - - en mental priority in 1098. This i3 a natlonal
put many roadless areas in tife national forests off- . Issue equiring a Federal focus. Mr. Clinton should
limits to new roads and newllgglns This would be  get outsifead of It.

@lye New Pork Simes

' FRIDAY, JANUARY 2, 1998

|




copie kb
mcCuvn_i
Le wyS

Aol e S



Geneva Overﬁa[s;gﬂk.)m]ﬁﬁm

Visions for [008; «MITTHE R0

wluﬁoﬂ.‘ e ﬂﬂ, ¥ o
dlemuouud.upmﬁelthudh'm o Snancing proposed for the new-conver:

don’t pyf therdl, Uon center work? Tell these- storjes - .
Monday, and too d N e g -l
should gather them n the same 10 e can do anything about them. .+ &
every day, Failing that, where th ¢ (@) Don't pull punches to atjdt anger- s
1 sppear, we should put a page refel’ %W&thwl, -
i = 6
v i, ' lm L use | s :;\1‘
0- b d iy whowilhﬂchdo&_ﬁd:b."hmﬁ{-’ ind &
mMDUASMATL ], meary, go fullstean s sbllskiq |, ]
- pemionlid.  wider range of volces and views; ~* *.>y. .. A Y
correction even If, say, a st.ln (10) Strive to keepour views qut of ouir o =
cludes one within 8 wothervildy: ork—be it the ‘progressive’ mind.set - E a.
8o correction is attached to theorigingt  that makes us itk the big Compadyy - & s
in the archive. And we should quif MUt be the offender in the enyirongied- 18 -
looking for excuses not to eomq,ﬁ'- NMW&M-W% a = e
error—someone a writing a letter ogit,, - $ends us overboard-on a Clirjst ! §
mwtotummmnnemgnﬁan:y; gathering because we shortchanged+fp © — .
it's too slight, ete, SN M'mawmmwm : -
(2) Rein in anonymous -#burces. before reporting a story, Wi P
Awareness of thelr damage#ééms to : : -
h:vedun.h:tnotmough'!hel’nfs 3 _ =
mﬂwnomﬁ]:xwmmdw .. E
mous source hurts credibilify ad anit =,
tions that such murmnhou]ﬂ‘bu& .y . o
ed 1Ir11,e1:1:vl':r;i possible. TRplr yse, DL _-"g
munwhil.e. become . i L
(3) Trim back and tune up-the pin . ’ B"’
headlines, Sometimes it seems wd At ¥ %Y )
making headway (oops). Other days i
fill every other section fronf With one o X
piece of lame silliness after snother, sgch !
storles’ content. g B3 ar 0 s toward'plit
dl(:)lztthare;iu;hmm we, the {ssues of race; be'it jiv m -
olng. Scratch octor-lIké tiyitery-  occaslonal stories or fitiry, .
Don't say, “The Post has leasngd,” bt mm,dmumm{
“A copy of the report was majed. to The- nomics, culture aad the arts,'ti yhatey-
Post by such-andsuch age 6] ¢ This clty abounds with “fedre-'and.
“When ukeﬂ'bylﬂw.- § hopes, thoughts -and hdn&'%‘n 1hi§
this writer alked." Tell réadecs’frtiy'y  topic. You're thinking, “Been there, doite.
are not using.a mame in's.stgrgy Orifn;  that'? My mail would Indicate §%8 haver's
cases in which we usually do Jiot y¥.x  everi begun. Here's o doing b 14 1996
-n.j._m&'—}l(yﬁﬁilg_;% ﬂ‘ T G .
qm Sty test :4- 50 »‘.J_ >
w the Wiklag o b o i’ O

errr, Wrtng yet aain o 8
mé Arlington Cemetef'¥/;

rea the “ally” of ;
both of these within the last cevernl GEmLON REomG

-mlerg, ! P

days—undermines readers’ cotfidenca, SCHIY 3
Its enough to make one Wih away' mﬁﬁ‘“f_ - -y
electronlc spell-check and yearyi for the - + Pblbed by The Wokigu ot Gty 1

old eyeball with an education behindit™" KATHARLAG GRAHAM <= o *

(6) Tellreaders more dbout why soge: oD
thing matters and how they can act on . M‘?’“mmb“{%.':
How can they obtin this docudieald Who . - kbt h o i -+

published that book? Are ickets avallb  FRTSREC oy Wk B 3o




&“ 21 HARVARD SCHOOL OF PUBLIC HEALTH %/
" Center for Health Communication (C‘r s
Jay A. Winsten, Ph.D., Associate Dean and Center Directo; M ('ﬁsv\ HQQJ %%s
Dawaubsy 31, (SITT
IIF PRESIDENT HAS SEEH 2{/ :

i~5.-q8

T 1 Pl sk n@t) @\{Q:ﬁ@;
£

To ?‘a Wescm “*u'{h Ol Lc«ﬁ% o<l -‘SC:\’ (ES%Y
S H a2l -)_ Lty neu—

Twe slfesled a wtlatus w.eoi"'(
medta C_M%CL%V\ g = TQc_mCt mq,ﬂ\'u\s T c{t‘ '-.Qitgic{l

LLQO\\'G' &8<, <33 NQC, Y‘?:x-) HBL’))[ e Toruad Nelwg &y
: Lo ﬁ.QJL\aS ade S MRE O,
o 1Re Holly 3

= nqgc), Hqowt ll'al‘{—"ﬁ _i_cl‘-' lv\({(u.mte. \I'QQ U'?C“‘*‘-'-H
-thQ\Jt!aUSV\ S ST (;y\-‘ S?Q__' tlico «T < ("/c'a((‘-ltad:-%
(cucbes~ R Hm.-v-mnl ool o\RUcRe YU ([
{'ql“mtm Lorft&ﬁs; PhJuc_a;:‘S‘ o;;ucg Q«te:;t:;es) uuuis_&
‘\'Qe_ Ebcl_nhe_.vﬁ“ 0‘6 YEwe S'omd%(% BQL)K“. Weal(‘-u
‘H?.e_ (owc}f\-e‘:»\-f\ S‘ao—-u 6@- ’/&Lc} n'\ F\T\':we_b Lb\aQ.‘f\ P&-oa!u_cg\'.S‘
Qve &0‘5 l"\'e_‘-( &tu‘bm"\—ﬁ =44 "“Qe_ Comy m‘aj( r€ $¢tté%s
For e FTall TV scassm,

The goa-Q ~ 9"?& [u\u-_\»\«-b“"\ I oy Qucsuiaga }e(
[hclqs'tqs\‘\ »"-( P{“‘-J“"'.':D(’.LG_Q “"‘Qemqﬁ (RN SC:’Q‘tPJES‘) tn uﬁ)t%
spuq;ﬁ &t«Q\w&iS Sl 0{‘3?1‘:\""3% “Oéx_\‘,?ota{%&-celﬁtms *@‘S
anad soswal Pm:m‘ttk% ﬁ'\-‘i)&@@‘ The  (suchesn so
chqiﬂc:f(e_ ‘\'ﬁe, lD*h a,-«m\mfxsu'w J{ “I‘Q«__ JQS(-S\."{Q_C) CBJ\NQ;C

CQW?”’-‘\S“ S aq.vnc-;\—st;;.h.m& tbl.\g_\( Hc:: (dc.t@;«,g 4/ Can q((ok?[_[ SL

T P ?d;n s o :t
Tk @ WO c%'mJng R wimi{i CO[)!CO'
fowle s

Aah i

< ‘-’iCQ:'\q_L‘t i

""’Cféij

i % (R ?‘«’-Q-cj.

Fax: (617) 731-8184

677 Huntington Avenue  Boston, Massachusetts 02115-6096  Tel: (617) 432-1038



43 £0: £

THE HARVARD MENTORING PROJECT

""’,-' Center for Health Communication * Harvard School of Public Health

Jay A. Winsten, Ph.D., Associate Dean and Center Director

THE HARVARD MENTORING PROJECT—STATUS REPORT

“The problem with [TV sitcom] ‘Fresh Prince of Bel Air’ was, they showed us what life’s
like in Bel Air, but didn’t teach us how to get there.” Tanya, a 16-year old girl from a Boston
inner-city neighborhood, expressed her frustration—and ambition—during a focus group
discussion on youth violence prevention conducted by the Harvard School of Public Health.
Tanya is smart, motivated—and going nowhere, because she lacks adequate guidance. If the
right person takes her under their wing, becomes her mentor and points the way, Tanya has a
good chance to achieve fulfillment as a productive citizen. There are many others like Tanya.
Regrettably, few are receiving the benefits of mentoring from a caring, responsible adult.

There is solid scientific evidence that mentoring works. In a landmark study, 1,000
young people on the waiting list of Big Brothers Big Sisters of America—mostly urban youth
aged 11 to 15—were randomly assigned to two groups. Members of one group were assigned a
mentor; members of the other group remained on the waiting list. Typically, the mentors met
with the young people three times a month, with the average meeting lasting four hours.
Comparing the two groups 18 months later, the children with mentors were 46% less likely to
begin using illegal drugs; 27% less likely to begin using alcohol; 53% less likely to skip school;
and 33% less likely to hit someone. Rather than focusing separately on discrete problems such
as drugs, alcohol, school drop-out, and youth violence—all of which may affect the same child—
the strength of mentoring is that it deals with all these problems simultaneously by addressing
the needs of the child as a whole.

The challenge is to take mentoring to scale. Of the 12 million at-risk children in the
United States, only 300,000-400,000 currently receive the benefits of mentoring. The largest
program, Big Brothers Big Sisters of America, reaches 105,000 young people—with 30,000
more on the waiting list.

The challenge is twofold: to funne! additional volunteers into existing mentoring projects;
and to stimulate the creation of new mentoring projects sponsored by businesses, religious
groups, and civic organizations, with their members serving as mentors. A variety of model
programs already exist. In Miami, 1,200 African-American men have come together to mentor
3,000 African-American boys. In New York City, employees of Goldman Sachs are mentoring
600 young people, who visit the corporation’s offices on a regular basis to meet with their
mentors. In Philadelphia, 65 churches have joined together to mentor 800 children. In Kansas
City and Minneapolis-St. Paul, thousands of children are being mentored through large-scale
community-based efforts. The challenge is to replicate these programs in cities and towns across
the country, motivating large numbers of citizens and organizations to get involved. Generating
this high level of interest—indeed, creating a movement of tremendous momentum—will require
a highly effective marketing and communication effort. That is the task of the Harvard
Mentoring Project in partnership with America’s Promise—The Alliance for Youth, One to
One| The National Mentoring Partnership, The Points of Light Foundation, and Big Brothers Big

677 Huntington Avenue Boston, Massachusetts 021 15-6096 Tel: (617) 432-1038 Fax: (617) 731-8184



Sisters of America. This national media campaign will help recruit an army of volunteers to
serve as mentors of at-risk youth. The Project will be conducted in collaboration with leading
television networks and Hollywood studios.

The Harvard Mentoring Project will utilize media strategies comparable to those
employed by Harvard’s highly successful Designated Driver Campaign for drunk driving
prevention, which was launched in 1988 in collaboration with major Hollywood studios and
leading television networks. During four television seasons, more than 160 prime time episodes
depicted the use of designated drivers, and network-sponsored public service announcements
(PSAs) were broadcast up to 10-20 times per week. The New York Times estimated that Harvard
generated more than $100 million each year in donated network airtime; public relations
activities further reinforced the Campaign, generating extensive news coverage. The bottom
line: 65 million Americans served as designated drivers (Roper Poll), contributing to a 30%
decline in annual fatalities from drunk driving. Harvard’s Designated Driver Campaign helped
create a new social norm—a new social expectation—that “the driver doesn’t drink.” Similarly,
the Harvard Mentoring Project will promote the widespread acceptance of a community ethic in
which individual citizens accept a shared responsibility for the well-being of all children.

The timing is propitious for this new Harvard initiative. From April 27-29 in
Philadelphia, retired General Colin Powell chaired the Presidents’ Summit on America’s Future,
sponsored by the Points of Light Foundation and the National Service Corporation. Presidents
Clinton, Bush, Carter, Ford, and Mrs. Reagan representing her husband, joined 30 governors,
100 mayors, scores of corporate leaders, and 4,000 delegates. They launched an effort to win
unprecedented numbers of commitments from corporations, non-profits, and individual citizens
to help young people who are at risk of not leading healthy, fulfilling, and productive lives. To
sustain the tremendous momentum generated by the Summit, General Powell and philanthropist
Raymond Chambers are heading a new organization, America’s Promise—The Alliance for
Youth. Dr. Jay Winsten, director of the Harvard Mentoring Project, served as co-chair of the
Summit’s National Media Task Force, and has now been asked to serve on the Communications
and Marketing Task Force of America’s Promise.

The Harvard Mentoring Project and its partners will serve as a communications engine to
fuel the growth of the mentoring movement. The Project will utilize a communications strategy
with three components: advertising, entertainment programming, and news. Here’s how it will
work:

1. ADVERTISING: The Project will secure commitments from television networks to
produce and sponsor their own PSAs on mentoring. Some PSAs will motivate
individuals to volunteer at existing mentoring projects; others will motivate
businesses, religious groups, or civic organizations to launch new mentoring
projects. All of the PSAs will offer a toll-free number enabling viewers to call for
referrals to mentoring projects in their own communities and for information on
how to launch new projects.



9 ENTERTAINMENT PROGRAMMING: The Project will secure commitments
from television writers and producers to develop prime time episodes depicting
individuals serving as mentors. Entertainment programming not only mirrors social
reality, but also helps shape it by depicting what constitutes public opinion, by
influencing people’s perceptions of the roles and behaviors that are appropriate to
members of a culture, and by modeling specific behaviors. The prime time episodes
depicting mentoring will extend and reinforce the impact of the network-sponsored
PSAs.

3. NEWS: The Project will direct the attention of journalists to newsworthy
developments in mentoring to help promote the growth of the mentoring movement.
The Project will encourage journalists to spotlight innovative mentoring programs,
track progress in state- and city-wide efforts to take mentoring to scale, and tell the
stories of mentors and the young people they help. Special attention will be focused
on securing coverage of mentoring on network news magazines and evening
newscasts as well as in leading newspapers.

The Project also will work with a leading advertising agency to create a simple phrase—
comparable to “designated driver”—that can serve as media shorthand for a variety of volunteer
roles that help at-risk youth. The Project will popularize this phrase—indeed, will make it the
talk of the nation—by encouraging its use in prime time entertainment episodes and network-
sponsored PSAs, as well as on billboards, posters, and T-shirts. This initiative will generate
powerful momentum behind the mentoring movement, helping to motivate large numbers of
individuals and organizations to commit to helping young people.

PROGRESS TO DATE

At the request of the Harvard Mentoring Project, ABC, CBS, NBC, FOX and HBO have
made commitments to produce and sponsor public service announcements this fall to help recruit
mentors for at-risk youth. All PSAs will be tagged with toll-free telephone numbers enabling
viewers to call for information about specific mentoring opportunities in their own local
communities. This initiative is a collaborative effort involving the Harvard Mentoring Project,
the television networks, and non-profit organizations promoting mentoring and volunteerism.
The Points of Light Foundation and One to One | The National Mentoring Partnership, with
funding from the MCJ Foundation, have prepared their local affiliates to respond to callers
seeking information on local mentoring opportunities. The Points of Light Foundation serves as
a national umbrella for more than 400 local Volunteer Centers, whose mission is to connect
citizens with volunteer opportunities. One to One | The National Mentoring Partnership is an
advocacy and resource group that is spearheading the growth of the mentoring movement; it has
13 affiliates in major cities. America’s Promise will sponsor a toll-free number providing callers
with information on mentoring. This toll-free number will utilize an automated response system
programmed to provide the caller with the name and phone number of the nearest Volunteer
Center or One to One affiliate, based on the caller’s zip code.



Here is a rundown of each network’s plans:

1. ABC’s initiative is an extension of its major, ongoing commitment to mentoring,
sponsored by ABC’s Children First Campaign in collaboration with the Harvard Mentoring
Project, the MCJ Foundation, One to One | The National Mentoring Partnership and the Points of
Light Foundation. To date, more than 100,000 viewers have called the Children’s First toll-free
number for information on mentoring opportunities. ABC will continue to broadcast several
mentoring PSAs each week, including in prime time, tagging the PSAs with the Children First
toll-free number (1-800-914-2212). Callers will be offered brochures and referrals to Volunteer
Centers and One to One affiliates.

2. CBS Sports will produce and sponsor PSAs promoting mentoring that will be
broadcast during sports programming beginning in September. These messages will focus on the
linkage between coaching and mentoring, and will be tagged with the America’s Promise toll-
free number (1-888-55-YOUTH). Shorter versions of these PSAs will air on CBS in prime time.
In addition, CBS has produced a one-hour syndicated program on the involvement of the faith
community in mentoring.

3. FOX kicked-off a new network-sponsored public service campaign on September 15,
focusing on a different topic every 3-4 months. From September 15-December 31, the entire
campaign will be devoted to promoting mentoring, with PSAs airing 2-5 times per week in prime
time. The FOX PSAs will be tagged with the America’s Promise toll-free number.

4. Beginning in late September, NBC will sponsor PSAs promoting mentoring on an
ongoing basis under the umbrella of NBC’s “The More You Know” Campaign. The NBC
mentoring PSAs will air throughout the schedule, including in prime time, and will be tagged
with the America’s Promise toll-free number.

5. HBO has produced a set of PSAs featuring individuals who are serving as mentors and
the young people whom they are helping. Beginning this fall, these PSAs will run during HBO’s
entertainment news program, and will be made available to all other networks and cable systems.
The HBO PSAs will be tagged with the America’s Promise toll-free number.
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(he FRISICENT HAS SEEN | 3o Ty me
1-5-% . — 1 Yuorul As
priatracl

December 23, 1997
Dear Mr. President:

| am writing you in brief now to raise a quick thought as you head off. | will
put some longer ideas down over the holiday about the State of the Union, which
| have already discussed with various people on the staff.

(For what it is worth -- press carping aside -- | think it is all going
extraordinarily well, especially in most of the policy specifics, domestic and
foreign. The race meeting with conservatives and the Bosnia trip were
tremendous. What's still needed is work on describing the overall “wrapping” or

packaging for the individuﬂﬂﬂ“‘ﬁes"ﬂ‘w@%mwhole
ofits parts, that you have a comprehensive storyline to quide the country on its
new journey and that there is a crisp, even inspiring way to convey all of this.
That's no easy task and never has been for us, but beyond that, | wouldn’t worry
about the press’s “drift” critique. You made a good start refuting it in your press

conference. And as you know, this is all more about them than you; | don’t think
the country buys it, and you will knock all that out of the system in January.)

The one thing | wanted to raise has to do with Steve Brill's new magazine
on the media, called “CONTENT.” As you know, along with other projects, I've
been working with him to prepare for a late spring launch. There’s a good chance
I won't take his offer to be the editor because the BBC/Discovery opportunity |
mentioned to you will probably be a more broadening and challenging job. But |
\ am still keen about this new magazine, and | think the first issue (probably out in

arly May) would give you a great opportunity to discuss your thoughts on the
edia and the potential of the information revolution.

I'm bringing this up now because Steve Birill will be at Renaissance again
this year. If he can catch you briefly, he would like to discuss the possibility of
interviewing you (probably in March) for his first issue. If nothing else, | think you
would enjoy hearing about our plans (very aggressively holding the press to

~J gmuch higher standards, while also creating a true consumer’s guide to the
information age). So if you get a chance in your packed time, | urge you to try to
start a discussion about an interview. If nothing more, | think you will find Brill
interesting. He's a character who, believe it or not, is a huge fan of yours and
might surprise you with some of his questions and suggestions.

I miss you very much. We won't be in Hilton Head; somehow my in-laws
have managed to whisk us all away from my southern roots to the Dominican
Republic, which | expect our boys will love. But as always, | will be thinking of .
you and wishing you all the strength you need for another year. And Nancy and | Copic d
hope you and your family have the good rest you deserve and a happy new year. & d

Yours always, _ ' CC)O \G

Zahn)
(B MNECov
S e LS

6(;@\@ D



T | GuwsS
bsUank 6-Srmuss Ty |

R AN 2
Memorandum to President Clinton el Asoasare ) FK‘W;
From Benjamin Barber 'IZL_
December 6, 1997 T PRESIDENT NES SEES
i-5-9¢

Mr. President:

A quick follow-up to my November memo suggesting that the
defeat of Fast Track originated in deep anxieties about
globalism not directly related to free trade.

Why not LINK whatever tax reduction/tax incentives you are
considering, to relieve those adversely affected by
McWorld's global marKets amd—its free trade policies? This
would simultaneously target tax breaks to working Americans
who most need it and make clear your sensitivity to the
special problems globalism creates for workers.

For example: a tax credit for transitional living assistance
and retraining (say for a six month period) for anyone who
can show they have been disemployed by downsizing and/or the
emigration of jobs to foreign labor markets.

This strategy justifies a discretionary domestic tax
reduction by using it to ameliorate the costs of global
trade; it also models an approach that frames domestic and
foreign policy in a larger bridging vision (that critics
wrongly keep saying is absence in current policy-making) .

(k)Pl@(j
BHow S
S\De(\'\ﬁg
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THE PRESIDENT HAS SEEN

[-5-93
December 4, 1997 i@ﬁ\ e 3B

(ETT

MEMORANDUM — i

\ -~
Twan s r\m!l.u.\ M&u\
To: The Piesfdent 0 Ty —
From: Nancy Hernreich

Justin Coleman

Re: Memo from Benjamin Barber

Benjamin Barber writes that the defeat of Fast Track points to far deeper American
ieties rather than simple notions of neo-protectionism, anti-business sentiment, or resurgent
Union power. He believes many Americans have reservations about the new global marketplace
i d by undemocratic forces that are unconcerned with American values.
%mmmm of the second

half of your second term. He recommends a government-business-labor-NGO partnership aimed
at democratizing the international environment of global business and trade.

Coprel)
Bowle S
S\
Gene S
2ahm



—genfidentiad Memorandum to President Clinton
From: Benjamin Barber
Date: November 12, 1997

P4E PRESIDERT M IBS REEH
Mr. President: oes

I regret the defeat of Fast Track, but want to suggest that
it points to far deeper American anxieties than are captured
by easy political phrases like "neo-protectionism" or "anti-
business sentiment" or "resurgent Union power" in the face
of the Democratic Party's funding crisis.

I believe many Americans, inc@uding businessmen, have deep
and well-grounded reservations about a.glgggl_EXEﬁﬁﬂt(my
"McWorld") that seems to be governed by non emocratlc, even
anarchic, forces wholly unconcerned with American values or,
indeed, the values of global responsibility and democracy

These are not fears about having to move out and compete
beyond America's borders without protectionist shields; they

are fears about a etplac increasingl
1HEEu3E4uMi_DQ4d0m0CIEIJIL4KB&u;_lunidat_hammLiuxitégzgéd

The Democratic Party cannot and should not be protectionist
or antibusiness: it needs to support entrepreneurship,
market competition and the productivity of capitalism, and
it must trust its capacity to flourish in international

competition. But_it must be anti-monopolistic, anti-cartel

and anti-anarchy -- values that responsible business people
and corporate CEOs can share -- and it has to support

business in the context of humane and just values.

Pat Buchanan in this country as well as right-wing populists
abroad (LePen in France, Haider in Austria) have
demonstrated how easy it is to play on the fears of ordinary
people about a global economy out of control and ignite a
pernicious and irrresponsible but highly effective politics
f fear. But in the absence of a responsible politics of
(Eorporate accountability and global democracy, such fear-

ongering can only become more and more successtul.

Is this not the time to really consider how we can "get
beyond McWorld" without reverting to Jihadic reaction?
Protectionism is not an adequate response to globalism, but
it is what we get in the absence of an adequate response.

The politics of fear cannot meet the of new
mmmwww humane hope built

nd democratic interdependence, we will get a vicious and
clolstered paranoia built around undemocratic exclusion, a
politics of exclusion and scape-goatism aimed at immigrants,
minorities, guest workers and foreigners. Protectionism only
succeeds when other approaches to protecting American
interests and values fail.

DETERMINED TO BE AN ADMINISTRATIVE

MARKING INTIALS:_O _ pare: o8ol/ 9
2018~ oTMH-S
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My own conversations with corporate leaders persuade me that
many of them are also concerned with the untoward
consesequences of runaway global markets, and would not view
a thoughtful government strategy as "anti-business."
Especially if they were included in the discussions to
design such a strategy.

Leadershlp in this domain, filled with the promise of global
prosperity and democratic interdepedence but simultaneously
stalked by the most dangerous kinds of totalistic profit-
mongering on the one hand, and reactionary parochialism on
the other, could be the hallmark of your leadership in the
second half of your second term.

‘Linking domestic and foreign policy, speaking to business
and labor alike, you could overcome the false divisions that
enemies of the Democratic Party are trying to "discover" in
the Congressional and White House branches of the Party.
Responding with affirmative strategies of international
democratization to America's deepest fears, you can offer a
theme for the Millennium and an opportunity for Democratic
successes in the 1998 and 2000 elections.

"Fast track" was an unfortunate phrase, because people fear
that the global economy already is moving too fast, getting
too big; and because they want to slow down and dellberate
and assure that changes are not taking place that will be
1rrever31b1e nt's confrontation with
Mi he opening r i woxr a e with "too
hig." Perhaps the defeat of fast track can be turned from a
disaster into an opportunity by making it the opening round
of a worthy battle with "too fast" -- whether it's too fast
food, too fast computers or too fast trade treaties that
invite changes whose consequences we haven't fully
considered.

"Slow" here may mean more deliberative, better able to
understand and assuage fears, more ready to think about
untoward consequences. We rightly embrace "cooling off"
eriods in labor disputeg. How about a "slow" down in
economic and trade policy concerned with McWorld aimed at
really considering the long-term consequences of processes
over which, all too quickly, we will inevitably lose
control°_HQw about a government-business-labor-NGO
partnership aimed at democratizing the international
environment of global business and trade?

Every defeat is also an opportunity. Surely, this is one
worth seizing.



itk PRESIDENT HAS SEE®
1-9-947)

THE STATE UNIVERSITY OF New Jersey  Department of Political Science
Hickman Hall « Douglass Campus
New Brunswick * New Jersey 08901-1568
(732) 932-6861, Fax: (732) 932-1922

Walt Whitman Center for the Culture and Politics of Democracy

Director:
Melanne Ve‘rveer _ Benjamin R. Barber
Deputy Assistant to the President Whitman Professor of Political Science
And Deputy Chief of Staff to the First Lady
The White House

1600 Pennsylvania Avenue, NW
Washington, DC 20500

November 12, 1997
Fax: 202-456-6244

Dear Melanne:

Enclosed is a confidential memo for the President that treats the Fast Track defeat
as on opportunity. I would be grateful if you could get it to him. At his (and your)
discretion it could also go to others, including Sid Blumenthal.

I will be seeing Ellen next month on the Millenium Project.

[ hope all is well.
Best wishes,
Ben
Benjamin R. Barber
Director

BRB:nal;M .

Enclosure: Confidential memorandum to President Clinton
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u Drugs: Children are the next
target as antidepressants are
marketed like candy bars.

By ARIANNA TIUFFINGTON

BEven 1si Amendment (undamentalists

acknowledge that there is no absolute pro-
tection of free speech in the Constilution.
Crying fire in a crowded theater is not cov-
ered. Neither is falge advertising. The
three-page Prozac ad now running in mag-

azines around the country—from Time to .

Cosmopolitan—is morally Indefensible.

Under a storm cloud that on the second
page is magically transformed into a bright
sun, the ad informs us that “When you're
clinically depressed . . . you may have
trouble sleeping. Feel unusually sad or
irritable? Find it hard to concentrate? Lose
your a te? Lack onergy? Or have trou-

ble feeling ploasure? These nre some of the

aymptoms that can point to clepresslon.”

These are also some of the symploms that
can polnt to life. Is there anykody on this

planel who has never lacked energy, felt -

sad ar irritable, found it hard to concentrale
or had trouble sleeping? Because i there is,
I would sure like to meet that perfect
specimen.

Prozac has already been prescribed to

more than 17 mlltlon Americans. And ag Bl -

Lilly, Prozac's manufaclurer, admits in the
simall print of the ad—on striet lawyers’
orders no doubt—it hasg not all come up
roses. The adverse side effects listed under
“precautions” range from anxiety (1
thought Prozac cured anxiety) to suicide (a
fail-safe cure for depression, though prob-
ably not the one Lilly had in mind).
Despite a page chock-a-block with
small-print warnings and small-print
advice to consult a doector, Lilly has
launched a multimillion-dollar ad blitz

specifically designed to bypass doctors and

‘target conswmers directly.

Treating life as an illness is bad enough,
But treating ehildhood as a disease Is tragic.
And what makes the timing of this cam-

is that it coincides with

paign 8o
the publication of Lthe only large-scale -

study on the eifects of anti-depressanis on
kids, which la being used by Lilly to get
Feod anil Drug Administration approval for
children's Prozac. The University of Texns
stily found that about half of the 70 8- to
18-year-olds improvel. But then, so did
one-third of those on a placeba.

On such unshakable evidence, the FDA s -

widely expecled to declare Prozac a drug
approved for children. As Wendy Neu-
berger, a pediatrictan who refused to pre-
geribe Prozac, put it: “Prozac {3 a drug that
alters brain chemisiry, and we don't know

how alteration of hrain chemistry in a child
night affect their development.” .

Lilly's worldwide sales in 1886 were
$2.36 billion, up by 14% from 1985.

In the search for ever-expanding mar-
kets, children were bound to be Lilly's next
target. But why does the FDA, so eager to
protect children from tobacco, have to
cooperate? . Already, children's preserip-
tions of adult antidepressants have soared
from 342,800 in 1894 to 579,700 in 1996.

- There is obviously a small percenlage of .

children, as there Is a small percentage
adults, who suffer from severe

that needs to be medically treated. But this
glossy ad campaign is not for them. The
transformation of a gray cloud Intoa yellow

sun is intended io convince the dverage -

American pursuing happiness and nét quite

finding it that there is an instant solution at
hand. More lroubling is the fact that the
childish drawings are clearly almed ai
siressed-out parents too busy to deal with
children who are acting up, having trouble
at school or simply being mwody. The solu-
tion is simple: Drug them up to your
“Children on Prozac,” Barbara Ingesoll, a
child psycholdgist, cheerily proclaims, '
us they are not as angry and not as tem-
peramental, behave better and feel better.
It is a tremendous dev
a future where mood disorders will be

Wecansee -

trealed not as exolic, uncommon conditions
in children but more like dental cavities or
poar vision." Ingesoll has seen the future,
and it works: won’t be a stigma for
kids on Prozac—the sligma will be on not
taking Prozac."

Perhaps to avoid the sligma and until the
adsr full penetration, we can put it in
the water supply, like fluoride. And since
nobody is moodier than a bunch of eighth-
graders, why not sell it in vending
machines? Exit Joe Camel. Enter Jae
Prazac.

. - At the very moment we are bombarding

our children with ads and sermons about
saying “no” to drugs, we are blurring for
them any dislinction between feeling good
from- Prosac and feeling good from life.
*The unexamined life is not worth living,”
aaid Socrates, but we are tea our chil-
dren that masking symptoms with drugs ks
the hest way to lead busy, productive lves.
In the brave new world of designer drufs.
we just gulp down another pill and head for
another meeting.

And we don'l even sec the absurdity of a
major advertsing campaign for a preserip-
tion drug for clinical depression, aggres-
sively marketed like a new eandy bar. The
kiddie Prezac about to debut is in fact

tell mpermlnl—ﬂavomd._ Which makes Eli

just a big - time drug pusher.

Arianna Huffington is o syndicaled col-
umnist, E-matl- arisunahui@ael.com
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BY ARIANNA HUFFINGTON

Peppermint Prozac

s your daughter depressed about acne? Socn, you may be abuse. It is our job as parents to help our kids navigate life’s
able to take her to a dermatologist for peppermint-flavored emotional roller coaster. Their mental health depends not
Prozac. Is your son blue over an ingrown toenail? Take | onlyon their life experiences—good and bad=but on how they
hir to a podiatrist for some antidepressants. Is he angry | lcarn to cope with them.
about having to wear braces? His orthodontist may soon Children behave notoriously in line with the expectations of
handing out pills along with a dinosaur toothbrush. the adults around them. If we think they can't cope withouta
Already, at least 580,000 children are being prescribed anti- pill, they will grow up believing that. If we teach our children
depressants-~and those numbers are likelyto increase dramat- | that pills will make them feel better, how can we then tell them
ically. For now, doctors can prescribe N not fo try 2 joint or a few drinks to lift
Prozac to kids but EH Lilly, which manu- T A ~E & | theirspirits? .
factures the drug, can't market it asa. It may not be long before stressed
children’s remedy. According to the parents and teachers, bombarded with
Medical Sciences Bulletin, however, “the ads pmmising immediate relief for
FDA is currently evaluating Prozac for their kids—and themselves~will turn
use as an antidepressant in ¢hildren.” If to Prozac with alarming frequency. For-
the FDA gives its blessing, Eli Lilly will ty percent of American children live
be free to peddle “children's” Prozac— without a father in the house. How
especially now that the FDA is about to tempting antidepressants will seem to
clear the way for TV advertising of pre- those overwhelmed mothers.
sciiption drugs. The company already One psychologist, Barbara Ingersoll,
has on the market & peppermint-fla- rocently proclaimed that before long
vored version of Prozac. where Pro- “mood disorders will be treated not as
zac leads, other antidepressants, such as exotie, uncommen conditions in chil-
Zoloft and Paxil, are sure to follow. dren but more like [ ¢avitias] or poor vi-
Doctors may prescribe antidepres- sion ... There won't be n;ti:lfna or kids
sants to children without any psychiat- on Prozac~the stigma be on not
ric evaluation. Yet the symptoms used T taking Prozac” In the past, the upper
to identify depression in a recent Prozac classes typically dealt v.ith the stresses
ad rnnfe from feeling “unusually sad ox of childhood by sending their kids to
irritable” to finding it “hard to concen- boarding school. Now, instead of being
trate” I have two bealthy little girls, sent to Hotchkiss, children can be
ages 6 and'8, both of whom have experi- transported to Camp Prozac,
enced these symptoms. Indeed, I don’t There are so many forces pushing vs
knowany no children who haven't. 10 accelerate the use of antidepressants

No doubt there are children and teen-  Will Prozac be used for childhood hlues? for children. But we need to slow down.
agers who could genuinely benefit from “Children are so vulnerable,” says Mi-
antideprossants. But it's easy to see how o " . chael Faenza, president and CEO of the
millions might wind up taking antide- Ovcrprescrlbmg anti- National Mental Health Association.
pressants as a false cure for childhood “We don't have a good body of research

ond adolescence. One father in South-  depressants to Kidsisa et about bow antidepressants will af-
eru California wrote to me recently to fect them long term.” Even in Aldous

say that one of his son’s friends is on form of child abuse. Huxley's Brave New World, Soma—the
antidepressants “becausc her parents drug that kept everyone manageably
are ‘100 strict’ and she is depressed at not numb-—wasn't put in the kids’ bottles.

being able to do what other kids do.” Here is 2 modest solution. Until much more is known about

" A passing cloud, Signs of depression may be nothing more | the effects of antidepressants on children’s brains, why can’t
than a passing cloud—or an indication of uaresolved griefand | doctors simply refuse to prescribe the drugs without a full psy-
loss. A doctor spending a few minutes with a child canaot pos- | chiatric evaluation? Since Eli Lilly claims to be concerned pri-
sibly lmow th:ﬁiffemnce. “It’s part of the human condition to | marily with the mental health of its customers—as opposed to
feel crummy if something bad is happening in one's life," says | opening an enormous new market for Prozag¢--company exec-
Harold Koplewicz, vice chairman of psychiatry at the New | utives would no doubt agree to such a restriction. And if they
York University Medical Center, “But that is very ditferent | find that pill too hard to swallow, magbe the FDA could give it
from having a clinical disorder.” to them in 2 nice peppermint-flavored version. n

Indeed, substituting the quick fix of a drug for the often
frustrating reality of parenting can be a subtle form of child | Arianne Huffingtonise nationally syndicated columnist.

28 USNEWS & WORLD REPORT, AUGUST 18/ AUGUST 25, 1997
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Children, soft money and McProzac

resident Clintoa's proposal last
P Vp?:ﬁl that pharm'u acmcal“k'dyw;:e-
estest 5 to
?nncn bed for children brought to the
orefront once again the unsettling is-
sue of children and mﬂm
What is particulacly gis the
o il et
er zac, is con to present it-
self as an innocent b; erpl:r.
process to gain Food and Drug Admin-
istration approva) for pediatric antide-
pressants,
1 was recently on 2 radio show with
Lilly representative Dr. Gary Toflef-
son, who talked in measured tones

about Lilly's partnmﬁp with the aca-

degmic community,” “pees review medi-
cal journals” and thenced to éstablish
“whether the banefits outweigh the
risks.” This, at the very moment when
Lﬂ!yhnslgnedupuosumettofcu
cago, the ad a gencyhandthxl!ctbok
and McDonald’s, ta target consumers
directly.

Lilly's public stance is of a civic-
minded company whose

the well-being of children —
;he:ing could ot m'beytlmhahm
come toan

poﬁmwﬁ-ﬂavwed Prozac. .
eanwhile, through its extrem
active political action committee,

wmmm?a:tl be i
gton will not too

uestions about Promm?ﬁﬂdm.

&e last 10 }urs, the PAC has made

ed contributions

to feder-
llmadeh.

thesa those of
, Tom De-
_ Lay.TtmLott,ChmDoddmdm
bers of the House Commerce subcom-
mittee on health,
Lilly has also become expert at the
solt-money The y went
from zero soft-money contributians in

snlemmb‘

the 1992 election cycle to $746,675in

1996. When asked to explain this burst

' tions, ba

lzemd ie

* told a drug industry confere
refermghommwhodambedim- .

Arianna

.with the

Hu fington

of generasity, Lilly spokesman Jeff
Newton replied: “We do it because we
think we have to te in the po-
litical process. . . . We give toboth
parties. are tmpmtant institu-

,and that' sw‘hywedo '
| Sl

I-‘ortunately, Rnp Dannls Kucinich, a
member of the Government
antd Oversight , does pot re-

ceive ullymoncy When Kucinich

theFDMnrmfmmmn.thc
bydﬂngFD—CRe—
covers the
Pmcnbmxmﬂmd by I.:Ilymd
Co. (the sponsor) as an antidepressant
for use in patients under 18 years of
N.D.A.CNcmeg

- etterscnttomemdevery
 that published my odwm

Prozac on kids.
This mrnpuddaweﬂ-o:chw

N trated, coid-blooded attempt summed

executive Christina Hen-
e go after those people,” she
conference in

up by
dricks:

spectful of Prozac, even in greeting

cards, "witha sarious inteat to get
them to cease and desist from theirac-
tivities.” Anymﬂm?rmchbehg
oomweﬂ as “b:!ittling thrm suffering

Liuy’s dumge-mntrol :tratcgm in-

clude secret settlements with plamtiffs

régarding Prozac’s adverse effects.
E& ht&t mu:ru;dm Louisville, Ky.,

ere Lilly guietly reached agreement

hn&ﬁes of the victims of a Pro-

zlazcnserwhu!dneddght and wounded

in a printimg-plant shooting spree.

Now the ceutical company,
whose 19 were $1,52

is cynically planning an ioninto
thechildren smuketw e pretending
tispotand Con inmdocﬂx-
ty with mone '

“Lilly’s proactwe 3ppa:oach tomedia
magagement may be smoothing the

l))'.fcorantid ts in children,”

this year. In-

deed. D: Tollefson appeared on Na-
tional Public Radio in May to tell listen-
ers that adult depression “often begins
in children and adolescents.”

What mom or dad would condemn

. their young one to a life of depression

rome perfection of an American child-
hood could be at hand? Watch out,
America, That'shuwthcygildtt:umy

at Lilly. They talk
ﬂwreh&mly{ewchﬂdmnwithmbm
, wiile leaving out the -
millions of kids whoée brams
are being meddled with even though
the:cixmdurmdkalkmwledceof
the lang-term effects of Prozac. ;
Next time you hear a Lilly executive
tllldnglbou;lnipramzd:ﬂ&ood :
d:e.mhtry rememberﬂmhu

iddsbuoked.l.utyur Lily éORan—

May, . dall Tobias took home $6.68 million in

compensation, @ 75 percent increase
over the previons year.

And how, precisely, does this incen-
tive p wealthier by ex-

them:rketofrutlmuﬂ

uwblcdlddsmadmﬁuthmaehes
against life's emotional roller coaster
— differ from that of the Cali cartel?

© Cresters Syndicate



coped
e vge 1w
Baole S

Ik TREIIWLILE snew -

1599

THE NEW YORK TIMES OP-ED SATURDAY, DECEMBER 27, 1997

NE A33;

Why Mexico's Massacre Was No Surprise

- By Juan Enriquez

CAMBRIDGE, Mass.

he Christmas week

massacre of 45 people,

mostly women and

children, in the Mexi-

can state of Chiapas

was shocking but by

no. means unprecedented or unex-

pected. The national Attorney Gener-

al’s office knew that violence was

rising in the municipality where

Monday’s massacre took place. Just

since. October, 19 other people have

heen killed, and more than 60 houses
have been burned.

Time and again, civic leaders, hu-
man rights groups, newspapers and
opposition figures have begged Mex-
ico's President, Ernesto Zedillo, to
address the increasing violence. Yet
murder after murder remains un-
solved. The perpetrators, often
boasting of Government protection,
go unpunished. In Chiapas, the mas-
terminds behind the attempted mur-
ders of Bishop Samuel Ruiz and of a
gubernatorial opposition candidate

Juan Enriquez is a researcher at
Harvard’s Center for Latin Ameri-
can Studies. In 1994, he was a mem-
ber of the Mexican Government
commission that negotiated a cease-
fire in Chiapas.

remain free.

A conservative Catholic bishop,
Raiil Vera, wrote to the Interior Min-
ister, Emilio Chuayffet, warning of
arms buildups by paramilitary
groups of the increasing attacks, tor-
ture, house burnings and murders of
peasants. The press has detailed the
rising violence not just in Chiapas,

Violence grows,
and a Government
seems paralyzed.

but also in the states of Guerrero,
Tabasco and Oaxaca. The targets of
this violence have claimed there are
links between the armed militias
and local sympathizers of the PRI,
the national ruling party.

Support for radical change is grow-
ing rapidly in Mexico, where the PRI
has dominated the Government for 68
years. Fortunately, some of the anger
is vented through the ballot box. For
the first time, opposition parties have
won control of Mexico City and Con-
gress. But opposition is also violent.
Active in at least 11 Mexican states,
guerrillas are strongest where the
PRI has drowned out any hope of

peaceful change and where the people
believe that Government has con-
doned systematic and widespread re-
pression.

Confronted with this growing dis-
content, the authorities do nothing
but offer reassurances about justice,
then crack down with tough security
measures — a self-defeating strat-
egy. President Zedillo has depended
increasingly on the military and on
hard-line officials and the local au-
thorities to govern.

But the violence is still on the rise.
Dozens of people have been Kkid-
napped, tortured and murdered,
most notably in Mexico City, Jalisco
and Guerrero. Mexican journalists
have been murdered.

Yet the Government does not seem
to have time to listen to the growing
concern, much less do anything
about it. The President and his top
ministers refused to meet with Am-
nesty International’s secretary gen-
eral during a recent visit, and human
rights organizers have been thrown
out of the country. Foreign journal-
ists have been prosecuted and sued.

Taking a hard line has not im-
proved security. There seems to be
no will to investigate and solve any
crimes. In Mexico City today, less
than 2 percent of all crimes commit-
ted lead to jail terms. Organized
crime, like kidnapping, is flourishing,
in some cases carried out by current
or former police officers, according

to numerous published reports. Bank
robberies in Mexico City have in-
creased twelvefold since 1993, and
violent street muggings have risen
82 percent since 1994, making Mexi-
co City one of the world’s most dan-
gerous cities. This state of lawless-
ness and repression is angering citi-
zens whose real minimum wage is
one-third of what it was in 1980.
Today, Chiapas is a preview of what
could occur throughout Mexico. In two
conversations in 1994, I told Mr. Zedi-
llo’s top adviser, Luis Téllez, that a
negotiated solution was the only way
of stopping the violence that was ove!-
taking the state. Then, President Zedr-
llo, despite assurances that he was
seeking a peaceful solution, ordered a
surprise attack on Subcomandante
Marcos, the Chiapas rebel leader. The
attack was unsuccessful, and the
President was forced to retreat. In
subsequent negotiations, promise af-
ter promise and agreement after
agreement have been ignored.
President Zedillo must revamp his
Cabinet to include the reformist fac-
tion of the PRI, and he must learn to
govern with the opposition. He also
must stop using threats and repres-
sive measures as his main instru-
ments of governing. Otherwise, vio-
lence will continue to spread, and
Chiapas will simply have served as a-
harbinger of Mexico's future path.Cl
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goals and objectives and proposing ways for taxpayers to evaluate whether the bureaucrats they
pay are meeting them. They also were to draft formal mission statements.

The initial drafts were due last Sept. 30, but an carly review by the General Accounting Office
suggests that the government's myriad parts and departments may have some work to do before
Clinton can credibly claim that they have been ""reinvented."

"' While compliance with the (act) is improving, we have a long way to go to reach the point
where every agency knows exactly what it is trying to accomplish and has a plan to reach
measurable goals," said House GOP Leader Dick Armey, R-Texas.

According to the GAO report, the first try at reinventing government is loaded with
shortcomings and contradictions:

The Defense Department continues to spend billions of dollars on new computers, but many of
its most important functions, such as inventory control, are still accomplished largely by hand or
with relatively primitive technology.

The government has more than 30 departments. agencies or other offices involved in carrying -
out trade policy and promoting exports, but there is no comprehensive plan that coordinates their
efforts in this area. "

The draft plan submitted by the Department of Health and Human Services did not address the
question of how to coordinate its alcohol and drug-abuse treatment programs, even though they
exist in tandem with those of 15 other federal agencies.

The mission statements, for the most part, are hardly startling. The statement for the National
Weather Service, for example, says it exists to forecast the weather.

Never shy about exploiting a shortcoming in government for political purposes, Armey has
given the entire effort an F. (Congress was not included in thé exercise because, for better or
worse, it is not being reinvented.)

" The scores illustrate rather starkly how far agencies are from the ideal and how much work
remains to be done," he wrote in a letter to Franklin D. Raines, director of the White House Office
of Management and Budget, which is spearheading the administration's effort.

To be sure, the drafts that Armey has been talking about represent only a first crack by
government agencies at writing the kind of strategic plans required by the 1993 law. Officials say
at least some of the shortcomings have been corrected in revised drafts.

But the early returns suggest that the revolution in the bureaucracy that Clinton and GOP
lawmakers have promised is likely to come about gradually, if ever,

-Big Tobacco Habitually Snuffs Qut Efforts to Make Flre-Safe Smokes
By Myron Levin (c) 1998, Los Angeles Times

Many people know that smoking is considered the nation's leading preventable cause of death.
But it is less widely known that cigarettes also are the leading cause of fatal fires, responsible for
about one-quarter of all U.S. fire deaths. Often, the 1,000 victims each year are not just smokers
who drifted off to sleep but children and other innocent bystanders.

Yet many scientists and fire officials say these deaths are often unnecessary because small
design changes in cigarettes would make them less prone to start fires.

And indeed, over the last quarter-century, many bills have been introduced in state legislatures
and Congress to require cigarettes to meet a fire-resistance standard.

But tobacco companies. claiming fire-safe smokes would not be commercially feasible, have
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repeatedly overpowered or outflanked such efforts. And the way they have done it, secret
documents and interviews show, is a textbook example of a powerful industry using its wealth and
ingenuity to stave off regulation,

They have done it through a sophisticated, two-pronged strategy that has included bankrolling
in-house scientists and outside consultants to debunk the technical feasibility of safer smokes.

At the same time, they have attracted the strangest of bedfellows by doling out millions of
dollars worth of grants, contracts and services to cement an ingenious alliance with fire safety
organizations. In the process they have won the favor, and in some cases the silence, of credible
groups whose whole purpose is saving lives.

And they have shifted the fire-resistance burden to manufacturers of everything from mattresses
and furniture to pajamas.

"“Their answer (is) to fire-proof the world against our torches," said Congressman Joseph
Moakley, D-Mass, who began pushing fire-safe-cigarette legislation in 1979,

But some fire groups, grateful for tobacco's financial support, appear to have accepted the
industry's argument that fire-safe smokes remain a pipe dream.

"1 can't overemphasize the good that this money has done," said Fred Allinson, president of the
National Volunteer Fire Council, which has received heavy support not only from cigarette
manufacturers but from smokeless tobacco giant United States Tobacco.

Tobacco officials deny any cynical motives. "' Philip Morris has
a long history of giving back to the communities in which our employes live and work, and that
includes supporting the fire-fighting community," a company spokesman said.

Others see it differently.

"It would be like the international chiefs of police getting funding from the Mafia to fight
crime," complained Andrew McGuire of the Trauma Foundation, a safety group in San Francisco
that has campaigned on the issue since the 1970s.

But the strategy has paid huge dividends for the tobacco industry by dividing the people whom
lawmakers consult on fire-related issues as occurred last spring in New York when a fire-safe
cigarette bill was defeated.

The companies also have gained from the issue's low profile, and lack of priority status with
anti-smoking groups.

Meanwhile, in a span of a few days in December, an invalid woman in Los Angeles died in a
house fire ignited by a cigarette; in Biddeford, Maine, a 51-year-old disabled man died when a
cigarette fire enguifed his apartment; and cigarette fires killed people in Texas, Florida, Missouri,
Virginia and South Carolina. It was just an ordinary week.

In many ways, the tobacco industry today has never seemed more vulnerable as evidenced by
its dismal image and fervent campaign for congressional protection from mega-lawsuits. But while
the industry is seemingly on the ropes. its mastery of the fire-safety debate reflects its staying
power. : _

"' This is not 1the industry of old," observed Don Shopland, a veteran official with the National
Cancer Institute. **But they're far from dead and far from dying ... in terms of having a lot of clout
to ... influence the political process."

Although cigarettes seem like nothing more than tobacco wrapped in paper, they are in fact
carefully engineered to look, taste, smell, and burn a certain way and to go on burning when not
being puffed. *

This spares smokers the trouble of lighting up again, and pays off in higher sales from cigarettes
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burning out in ashtrays. But it also means that a cigarette rolling off the lip of an ashtray onto
a mattress, or into the crack of a sofa, can smolder undetected for 30 or 40 minutes before
bursting into flames.

The idea of safer smokes has been around for decades, with dozens of patents granted on ways
to make cigarettes burn cooler or go out when not being puffed. Cigarette makers say these ideas
either won't work or would produce cigarettes no one would buy.

The result is that with active encouragement from the industry, government and business have
pursued a policy tobacco foes describe as **making the world safe for cigarettes."

Under voluntary standards and government mandates, for example, furniture and mattresses
have been made more fire-safe, cutting down on cigarette fires. However, this approach has
limitations, because the long life-cycle of such items assures that flammable furnishings remain in
use.

Big Tobacco's fear of changing its products is easy to understand. In the United States,
cigarettes are a nearly $50 billion dollar-a-year business, and among the most profitable of all
consumer products. With so much at stake, the cigarette makers are adamant about doing nothing
that might reduce the appeal.

They worry. too. that i’ government gets involved in the chemistry of the manufactured
cigarette, there is no telling where it might lead. Better to focus on individual carelessness than
endanger the golden goose.

Lawsuits are another concern. A dead or disfigured child could be a hugely sympathetic plaintiff
if it were shown that his injury could have been prevented.

With that in mind, an attorney with a top tobacco law firm voiced dismay in 1987 when R.J.
Reynolds, in introducing its novel Premier brand, boasted that Premier which heated, rather than
burned, tobacco to reduce second-hand smoke was coincidentally less apt to start fires,

Reynolds' annour.cement " sencusly uadercuts” the industry's legal position, warned William S.
Ohlemeyer of Shook Hardy & Bacon, in a memo leaked to the Los Angeles Times.

"In Jitigation that is now quite unattractive ... the existence of a ' goof-proof' cigarette ... could
make this litigation significantly more attractive" to plaintiffs, he wrote,

Brother of Marlins' Hernandez Can Enter U.S. (Miami)

By Mike Clary Special to the Los Angeles Times

MIAMI World Series hero Livan Hernandez has much to smile about as 1998 gets under way.
Minutes before cruising down Biscayne Boulevard on the back of a stretch limousine as grand
marshal of the Orange Bowl Parade. the star pitcher of the Florida Marlins learned that his
half-brother, Orlando, who fled Cuba on a raft and was freed Thursday from a Bahamian jail,
would be permitted to enter the United States on a humanitarian visa.

Orlando Herhandez, known as “"El Duque" (The Duke), was himself
a standout pitcher before he was kicked off the Cuban national team in 1996 after his brother's
defection in 1995.

But while Livan Hernandez and many in the Cuban exile community here rejoiced over the
impending arrival of yet another celebrity defector from the regime of Fidel Castro, others filled
Spanish-language talk radio shows with angry comment over what appears be a double standard
in the treatment accorded Cuban refugees.

"It doesn't seem fair," said one caller. ""Everyone is not treated equally."

FS
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No US. Asylum for 5 Cubans Left in Bahamian Jail

Baseball Players’ Fellow Escapees Ineligible for ‘Humanitarian Parole,’ State Department Sa):s

** \fter the United States offered pa-

By William Branigin

Washlagian Post Staff Wrier

While a star Cuban pitcher, his girk-
friend and a fellow baseball player are
free to come to the United States, five

_other Cubans who fled with them to the

animmigration detention center yester-
day, are not eligible for the “humanitari- *

.role to the three, they were relessed

eﬂew%ﬂm
electors. “They ran the same risks he
did. Their lives are In danger: He-sald
they deserve the same treatment” -
In trying topért out the Cubans' fate, "
the Clinton administration' faced the
dilemma ommodaﬂnx.the.de-

mands of

belng
not qualify as refugees, butit seemed to
suggest that they -aﬂl not be sum-

. -marily sent back to

- 'The five are Juan Carlos Romero, the

“captain” of the rickety 20-foot boat that

allegedly brought them to 4 Bahamlan -
cay last weekend; his wife, Gidel Gon-

zalez; Orlando Hernandez's best friend,

Osmany Lorenzo; a consin, Lenin Riv--
cro Hernandez; and Joel Pedroso.

The five, who remalnedin a Bahami 08
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enter the United States without visas —RomEnt the

“US. officials said the issue of

and a girlfriend while keeping out
others who traveled with them—was
debated among the State ]

who Justice Departmeat and Natlonal Secu-

rity Council before the decision was
reached on humanitarian parole. “The
final determination was that inconsis-
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“This is the , but if you throw a

]

|

- tency—letting In taleated. ballplayers |

TheashingtoniPost

Saturnay, January 3, 199g!

' basebal

- ca the risk of the crossing and avoids

detéction of the smuggling operation.
The officlals sald that the copdition of
the defectors ralsed gome suspicions
but that there Is. no-evidence of the
involvement of a larger alien-smuggling
operation in thelr case.
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But Rick Berman, of th¢: Autapsy results Thursday
American Beverage Institite;i. showed Kennedy died of “mas-
says the focus should be on res sl?eheadnnduecktmma.

peat drunk drivers and those ' The Associated Press report-
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thelr blood. patrol had told the family in.
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Kennedys prayed
- over dying brother

wonnn for the resort, would
not confirm or deny the report.
But “the ski patrol does stop
Mvhentheyseeu."mesam
An eyewlitness, New York
- publicist Courl Hay, told the
New York Daily
News that Kennedy,
ll:llngwlthwt poles,
t a pass and
Iﬂl € tree. Hay Mlso
. sald Kennedy
been videotaping
the game.

The accident oc-
curred about 4 p.m.
on Wednesday on an
intermediate ski

Mtnd run. The run was
there ‘were shad
wli{m:uamd. o
nnedy's younger sister
Rory tried to revive hér broth-
er with mouth-to-mouth resus-
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U.N. inspection may provoke new Iraq showdown
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NEW YORK — UN. oflicials say
Umuilﬁaeammmmspea
one cf mm Hussein palaces,
a move that is likely 1o spark an-
olher standolTl and possible US. re-
taliation.

“It could come as early as next
week,” suid a source with Unscom,
oAy e o

Taq
destruction

_Iraq has said repeatedly it con-
ndﬂ:thepx[msnﬂinﬁumq::-
scom in spite of UN. Security
Council resolutions ‘proclaiming
the right of the inspectors to go
anywiere in the couniry.
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SUGGESTED COMMITTEE MEMBERS TO DEAL WITH IMPACT OF

MICROBIAL GENOMICS ON BW OUTCOMES

Barry Bloom, Ph.D.

Howard Hughes Medical Institute
Albert Einstein College of Medicine
1300 Morris Park Avenue

Bronx, NY 10461

Phone: 718-430-2221

Fax: 718-904-1473

blooom @aecom.yu.edu

Rita R. Colwell, Ph.D.
President

Maryland Biotechnology Institute
4321 Hartwick Road, Room 550
College Park, MD 20740
Phone: 301-403-0501

Fax: 301-454-8123
colwellr@umbi.umd.edu

Joshua Lederberg, Ph.D. (Nobel Laurcate)
The Rockefeller Unuversity

1230 York Avenue

New York, NY 10021

Phone: 212-327-7809

Fax: 212-327-8651

lederberg @rockvax.rockefeller.edu

Brian Mahy, Ph.D.

Center for Disease Control

Division of Viral and Rickettsial Disease
MS A30

1600 Clifton Road, NE

Atlanta, CA 30333

Phone; 404-639-3574

Fax: 404-639-3163

bxml @cdc.gov

John Mekalanos, Ph.D.

Professor

Harvard Medical School

Department of Microbiology and Molecular Genetics
200 Longwood Avenue

Building D1, Room 51

Boston, MA 02115

Phone: 617-432-2263

Fax: 617-738-7664
jmekalan@warrenmed.harvard.cdu

Daniel Nathans, M.D. (Nobel Laureate)

University Professor of Molecular Biology and Genetics
Johns Hopkins University School of Medicine
Departrment of Molecular Biology and Genetics

725 N. Wolfe Street

Baltimore, MD 21205

Phone: 410-955-8445 (office) or 410-367-3280 (home)
Fax: 410-955-9124
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Richard J. Roberts, Ph.D. (Nobel Laureate)
New England BioLabs

32 Tozer Road

Beverly, MA 01915

Phone: 508-927-3382

Fax: 508-921-1527

roberts @neb.com

Lucille Shapiro, Ph.D.
Professor

Stanford University Medical Center
Beckman Center B300

300 Pasteur Drive

Stanford, CA 94305-5427

Phone: 415-725-7678

Fax: 415-858-1886

ma.xls @forsythe.stanford.edu

Phillip A. Sharp, Ph.D. (Nobel Laureate)
Professor and Head, Department of Biology
Massachusetts Institute of Technology

77 Massachusetts Avenue

E17-529, 68-132

Cambridge, MA 02139

Phone: 617-253-6421

Fax: 617-253-3867

sharppa @MIT .edu

Hamilton Smith, M.D. (Nobel Laureate)

Investigator (TIGR)

American Cancer Society Distinguished Research Professor of Molecular
Biology and Genetics (JHU)

The Institute for Genomic Research/Johns Hopkins University

9712 Medical Center Drive

Rockville, MD 20850

Phone: 301-838-3500

Fax: 301-838-0209

hosmith@tigr.org

J. Craig Venter, Ph.D.
President/Director

The Institute for Genomic Research
9712 Medical Center Drive
Rockyille, MD 20850

Phone: 301-838-3500
jeventer@tigr.org

Norton Zinder, Ph.D.

The Rockefeller University
1230 York Avenue

New York, NY 10021

Phone: 212-327-8644

Fax: 212-327-7850

zinder @rockvax.rockefeller.edu

TIGR Conta_ct: Damar Hawkins (301) 838-3501
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MEMORANDUM FOR THE PA(DENT Szci%a,
FROM: GENE SPERLING \%‘ij

RE: PENSION PROPOSALS
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This memorandum describes several proposals that could be components of a new
Administration pension package. The package would build on your success in advancing the
broad goals of expanding pension coverage, improving benefit portability, strengthening
retirement security, promoting retirement education, and building access and security for women
-- these important goals will be the focus of a White House Summit this summer. There is
consensus within the pension working group (Commerce, Labor, OMB, NEC, PBGC and
Treasury) on the following five new proposals:

U]C?"'I * Expand payroll deducti ugh administrative and/or legislative action to
QQ \.\’QU WJMLMMWW

for retirement.

* Provide a tax credit to small businesses to encourage them to set up retirement programs.
The two proposals currently under consideration are a flat credit of up to $500, or a
credit of 50 percent of up to $2,000, for expenses incurred to establish a retirement
program.

Require faster vesting of 401(k) employer matching contributions benefitting workers

who change jobs most frequently, including lower paid and women workers.

Encourage employers to automatically enroll their employees in 401(k) plans,
encouraging savings and greater participation.

Vv

Expand worker and spouse right-to-know about pension benefits.

In addition, with a bipartisan proposal pending in the House and Senate, your Administration
may want to address:

* A new simplified defined benefit plan for small businesses. (However there is a
~ disagreement on whether to recommend action to encourage development of a new
defined benefit plan for small businesses. The issue is over whether the incentive for
expanded pension coverage comes at too steep a price in terms of the likely regressive
distribution of tax benefits.)
COJ?I ed
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Any new pension package could easily include initiatives proposed by your Administration
in the past, such as:

« Strengthen the security of pension plans by requiring that more pension plan assets be
subject to audit.

« Expand fairness for lower and moderate wage workers by requiring a 1% contribution by
employers in 401(k) plans that opt for relaxed nondiscrimination rules.

«  Simplify rules and increase PBGC guarantees for collectively bargained multiemployer
plans.

« Improve the Civil Service Retirement and Railroad Retirement systems to provide better
protection to spouses.

I. EXPANDED ACCESS TO PAYROLL DEDUCTION FOR RETIREMENT SAVINGS

Background:

Employment-based retirement programs are the most effective current means of encouraging
most workers to save for retirement, and tax-favored payroll deduction is a key mechanism of
the popular 401(k) employment-based plan. Current high participation rates in 401(k) plans,
even among employees who receive no match, suggest that a payroll deduction plan may be very
effective. The proposal makes available to workers the following key elements of 401(k)-type
plans, even where the employer is unwilling to adopt a retirement plan.

« the ease of saving through payroll deduction contributions that continue automatically
after an employee’s initial election;

« the “water-cooler” effect of a workplace arrangement, whereby peer group
reinforcement can encourage savings; and

« the incentive of excluding employee-elected contributions from income for tax purposes
(under legislative option), consistent with existing IRA income limits.

Proposal Options:
A payroll deduction proposal could be advanced administratively or legislatively, or as
companions.

a) Administrative

Under current law, employers may permit employees to make payroll deduction contributions to
an IRA, similar to a direct deposit mechanism. But very few use this mechanism: few are aware
that the option is available; and some employers are concerned about potential fiduciary liability
if they limit the number of financial institutions that can receive the contributions. The
administrative proposal would include the following:
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« Publicize and promote the fact that payroll deduction contributions to IRAs are permitted
under current law.

« The Department of Labor would state clearly that an employer could select a single
financial institution to receive all employee IRA contributions under the arrangement
without incurring fiduciary liability.

« Treasury/IRS in coordination with the Department of Labor would issue model forms to
make it easier for employers to offer payroll deduction IRAs.

The Treasury, Labor, and Commerce Departments are communicating with the Chamber of
Commerce, other employer representatives, payroll service companies, and others on this
nonlegislative approach. Preliminary coordinated efforts with the Chamber of Commerce raise
the prospect of collaboration and even perhaps a joint announcement of this initiative.

' Pros:
/ aﬂq . « Small business community interest - possible joint effort with Chamber of Commerce.
~ n(,, « Most likely effective in helping low and moderate income workers save.
« Encourages greater use of an existing deductible savings vehicle without requiring
creation of a new complex plan design.
« Potential synergy with publicity on enacted IRA expansion effective in 1998.

Cons:
« Some may argue that the Administration should promote employer funded plans rather
than IRAs.

Budgetary Cost: None.

b) Legislative

The proposed legislation would include the following elements:

« Employer participation would be voluntary.

« Payroll deductions would flow into IRAs and would be subject to the current law $2,000
annual contribution limit.

« Employers would exclude all employee contributions made through employer payroll
deductions into IRAs from the employees’ wages reported on W-2 forms for income tax
purposes. (Contributions would be includable in wages for Social Security tax purposes,
similar to current 401(k) contributions.) Providing an exclusion instead of a deduction

<\ | means that most employees need not take any action on Form 1040 in order to get the tax
C@ benefit. This would help non-filers and could provide more “immediate gratification”

" than a deduction, which must be claimed on the employee’s tax return. Individuals who
are not eligible for current law deductible IRAs, but who use the IRA payroll deduction
option, would have to add back the amount of the excludable contribution on their
income tax returns.
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Pros:
« Contributions would be excluded from income for income tax purposes, creating a more
meaningful incentive to low arid moderate wage workers to save through this vehicle.
« Strong interest among some Congressional Democrats, particularly in the Senate.
« Same as pros above for Administrative proposal.

Cons:
« Possibly could reduce small business community interest in a joint effort with us.

Budgetary Cost: Negligible revenue effect.

~ Views of the Working Group:

General consensus is that this is a good idea. Group will have additional discussion with small
business community regarding small business response to legislative option. The expectation is
that the small business community would be neutral or supportive of the legislative proposal
given that it is completely voluntary.

IL SMALL BUSINESS TAX CREDIT FOR RETIREMENT PLAN START-UP
EXPENSES

Background:

Generally, an employer’s costs related to setting up a retirement plan (e.g., payroll system changes,
investment vehicle set-up fees, consultants fees, etc.) are deductible as ordinary business expenses.
Though deductible, these costs still may pose a barrier to the establishment of new retirement plans,
especially for smaller employers.

Proposal:

The current proposals would provide a one-time tax credit, in lieu of a deduction, for either up to
$500, or 50 percent of up to $2,000, for costs incurred by a small business to set up a new 401(k),
defined benefit (or other qualified plan), SIMPLE, SEP, or payroll deduction IRA arrangement.
The proposal would sunset after three years.

NOTE: As discussed below, the Treasury Department is working on a package of additional pension
proposals which will be considered by the working group. Among these proposals will probably
be a new version of this small business tax credit.

Pros:
«  Would reduce the employer cost for payroll deduction IRA arrangements or pension plans.
« Would make it easier for the Administration to encourage employers to make a plan
_ available to employees.
«  Would be a marketing tool for vendors to sell payroll deduction IRAs and other types of
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retirement programs to small businesses.
prog -6 a%

Cons:
« Could be viewed as unfair by employers that previously established plans or that have too
many employees.
«  Still may not provide enough incentive for employers to establish qualified retirement plans
or SIMPLE plans.

Budgetary Cost: For the $500 credit, $5 million in FY 1999 and $24 million over five and ten
years (the credit sunsets after three). Revenue estimate for the 50 percent of $2,000 credit
forthcoming from Treasury.

59

Views of the Working Group:
The general consensus of the group is positive.

IIL. A SIMPLIFIED DEFINED BENEFIT PLAN FOR SMALL BUSINESSES

Background:

Over the past four years, your Administration has taken a series of statutory, administrative and

educational actions to increase pension coverage, including coverage by small businesses. The most
\V Visible action was the development of the SIMPLE, a small business defined contribution plan that

appears to be bringing thousands of businesses -- and tens of thousands of workers -- into the

system.

Some have suggested that if it were possible to develop a simplified defined benefit plan -- one that
reduced both cost and uncertainty -- some stable small businesses would establish such plans.

epresentatives Nancy Johnson and Earl Pomeroy have introduced a bill to establish a simplified
plan for small businesses known as the SAFE. In the Senate, the SAFE proposal has been
introduced by Senators Graham, Hatch, and Grassley.

In response to our concerns about some features of the SAFE, including overall richness,
distribution of tax benefits among income groups, and the lack of a guaranteed benefit level,
members of the working group have been considering an alternative proposal. While no agency
is advocating inclusion of this modified proposal in the FY 1999 budget, we all agree that if the
Administration chooses to propose or support a simplified defined benefit-type plan, this proposal
would be preferable to the original SAFE.

Proposal:
The proposal is essentially a defined benefit plan for employers with 100 or fewer workers. It has
the following features:

« Each year, the employer contributes money to the account of each participant sufficient to fund
a benefit at retirement equal to one or two percent of the employee’s current year pay, assuming
that the money set aside earns interest at 5% per year.
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« Each participant has a separate account, as in a defined contribution plan.

« Covers all employees over the age of 21 who had at least $5,000 of W-2 earnings with that
employer in any two preceding calendar years.

« The employer guarantees that the account earns at least 5% on a cumulative basis.

« Waives most non-discrimination limitations and requirements. The plans would have simplified
reporting requirements and more predictable funding than current defined benefit plans.

« Under this plan, employers pay more per year for older workers than for younger workers.

« Proposal provides for a joint-survivor annuity, but participants would have the option of taking
a lump sum.

Pros:
1. Shows a commitment to defined benefit plans and might get employers (who do not currently
offer a defined benefit plan) and employees to reconsider the merits of such plans.

2. Attractive to small businesses because it is substantially easier and cheaper to administer than
a defined benefit plan developed using current law safe harbors, and it lowers funding volatility.

3. Could be particularly beneficial for some older and/or low-income workers who are unable to
save enough through a 401(k) or SIMPLE plan to provide for their retirement needs. For
younger employees, it is a portable retirement benefit.

4. Combined with a SIMPLE can provide greater retirement balance for American workers. Even
if stock market performance is disappointing, the value of the benefit would be maintained by
the employer.

5. Unlike the SIMPLE, the employer makes a contribution for each eligible employee. During the
time the plan is maintained, retirement benefits would accumulate for each employee meeting
the minimum standards (over 21 with at least $5,000 in W-2 earnings with that employer for two
preceding years).

6. Would place on the employer not only the initial funding obligation but also the responsibility
of ensuring a 5 percent rate of return on plan assets. A higher rate of return would in general
result in a larger benefit for the employee.

7. Answers a political need, in that there is increasing pressure (1) from small businesses for a
simplified defined benefit plan and (2) from pension activists for a commitment to defined
benefit plans in general.

8. Even small business owners don’t make much money (the typical income of a successful small
business owner is $80,000 per year), so the fact that a disproportionate part of the tax benefit
goes to them should not be so upsetting.

9. Those small business owners who are trying to maximize their retirement and tax benefits, while

Ef



providing the minimum required benefits to employees, can already do so under current pension
rules and regulations.

Cons:

1.

Under the proposals, it seems likely that the lion’s share of the tax benefits would inure to small
business owners and that comparatively little would go to the lower- and moderate-wage
workers who should be the main target population for any such tax incentives. Such a regressive
distribution of benefits would be hard to justify as a matter of policy.

The plan’s tax preferences are not targeted so as to maximize the increase in coverage; the plan
would probably instead increase tax benefits for workers who are already covered. This type
of plan may often be taken up by employers who shift their employees from (previously offered)
money purchase or non-401(k) profit sharing plans which generally do not weight contributions
based on age. These employers would be able to increase contributions for older employees
without increasing their overall pension costs.

It is unclear whether, in a constrained budget environment, this is the best use of revenue to
promote retirement savings. There are more efficient ways to channel retirement benefits to
low-income workers, such as payroll deduction IRAs -- which would be better targeted to low
and moderate-wage workers currently without coverage.

The need for a simplified small business defined benefit plan may be more rhetorical than real;
the need is proclaimed by businesses and their consultants, not by workers or their advocates.
We have just passed the SIMPLE, which appears to be catching on well as a small business plan,
and there is little reason to add to the plethora of small business plans.

Even if we start with a modified proposal, we’ll get SAFE or a more costly, top-heavy variant
(e.g., the NEST-SIMPLE transformation) that may well not be a true defined benefit plan.

Given the demographics of small businesses, where the average tenure is three years and 40%
of the workers potentially eligible for this type of plan are in fact not eligible because they are
under 21 or do not have two years of service earning more than $5,000, very little of the lower-
wage portion of the target population would be covered. These workers would also not benefit
from the PBGC guarantee, since it would be lost when they changed jobs and rolled their
account balance into an IRA or spent it. Finally, many small business owners could be expected
to terminate the plan on their retirement, limiting the opportunity for workers to build up a
substantial benefit through employer contributions.

This type of plan’s “defined benefit” is dependent on purchase of an annuity at retirement or at
plan termination. The annuity market for individuals and small groups may well be over-priced,
due to both high administrative costs and adverse selection, so the plan may be less effective
than hoped in terms of actually providing a guaranteed benefit on retirement.

Budgetary Cost: $109 million in 1999; $845 million in revenue through 2003; $2.074 billion
through 2008.



Views of the Working Group:
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The working group has been unable to reach consensus on this proposal or possible variants.

The Department of Labor and PBGC recommend that support in principle for a simplified small
business defined benefit plan be part of the State of the Union message (without advancing a
detailed policy or legislative proposal at that time). SBA thinks the simplified defined benefit plan
described above is a very good proposal.

Treasury, however, does not think it is a very good proposal. Treasury supports the general
objectives of promoting retirement savings and expanding coverage to those without pensions, but
views this proposal as poorly targeted to these objectives. Treasury will be coming forward with
alternative proposals that advance these objectives. '

CEA opposes this proposal, and is not certain whether it is possible to design an attractive simplified
defined benefit plan for small businesses.

The NEC believes that given past and potential future Administration efforts to promote defined
contribution plans for small businesses (e.g., the SIMPLE, payroll deduction IRAs), we should also
take steps to encourage small businesses to adopt defined benefit plans. Accordingly, the NEC
recommends endorsing the concept of a simplified defined benefit plan for small businesses and
pledging to work with Congress, while laying out bottom-line criteria any such proposal would need
to meet to be acceptable to the President.

IV.

FASTER VESTING OF EMPLOYER 401(k) MATCHING CONTRIBUTIONS

Background:

Currently employee contributions to 401(k) plans are immediately vested. Employer matching
contributions, however, are subject to general vesting requirements applicable to traditional defined
benefit pension plans (5 years if vesting has a cliff, i.e., only occurs at the end of a time period; full
vesting after 7 if vesting is graded, i.e., phased in over a several year period). If employer matching
contributions vest over 5 years, an employee who switches jobs after four years loses-all of those

employer matching contributions. The long vesting requirement disproportionately affects women.

Proposal:
The proposal would require that all employees would be fully vested in the employer’s matching
contributions after three years of service. (Graded vesting would also be accelerated).

Pros:

Cons:

Would increase retirement security and improve design of 401(k) plans to better fit an
increasingly mobile workforce.

Has been introduced by House (Gephardt) and Senate (Daschle) Democrats.

Women are particularly vulnerable to losing benefits due to frequent job changes.

Could lead employers to reduce matching or impose longer waiting requirements.
Could increase employer costs and generate business opposition.

8



« Some would argue that 401(k) have been the fastest growing pension plans and, therefore,
should not be burdened with additional costs.

Budgetary Cost:  Negligible revenue effect. (iiF PRESIDEMY NES SEEM
1549
cfy Views of the Working Group:
\?"1\[ The general consensus of the group is positive. However, many in the group believe that the
‘% decision on whether to advance this proposal should be considered in the context of the overall
package so as to balance pro-employee provisions and associated employer burdens against
provisions which offer employers simplification and reduced burdens.

V. AUTOMATIC ENROLLMENT IN 401(K) PLANS

Background:

The general practice among 401(k) plans is to permit newly eligible employees to elect to make
401(k) elections by salary reduction. By default, therefore, an employee who takes no action does
not participate in the 401(k) plan. However, a few companies instead provide for each newly
eligible employee to make 401(k) salary reduction contributions automatically, unless the employee
affirmatively chooses not to make such contributions. This switches the default from
nonparticipation to participation.

For example, in a 401(k) plan that uses this automatic enrollment approach (sometimes called a
"negative election"), an employee who becomes eligible for 401(k) contributions is automatically
treated as electing to make 401(k) contributions equal to a fixed percentage of compensation and
the employee's pay is reduced to reflect these 401(k) contributions. An employee is informed that
contributions are being made at the set percentage of pay and is allowed to file an election to make
no 401(k) contribution or to contribute at a different rate.

Questions have been raised about whether section 401(k) permits such automatic enrollment. This
has reportedly deterred employers from adopting automatic election procedures.

Proposal:

Treasury is planning to issue a ruling clarifying that these automatic elections are permitted under
current tax law to encourage employers to change the default option under the plan to 401(k)
participation.

Pros:
« Automatic enrollment would increase the number of employees who save for retirement
through 401(k) contributions.
« This result could be achieved without statutory change.
« Employers that were not interested in automatic enrollment would not be required to
implement it.
«  Would promote immediate participation of newly hired employees.

Cons:
« Some may misrepresent the ruling as authorizing employers to impose a mandate on
employees, diverting part of employees’ pay against their will. However, the ruling would
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make clear that the employee must be free to elect not to participate. 1-5-q6
« Employers who currently offer matching contributions to induce low- and moderate-wage
workers to participate in 401(k) plans might choose to cut back on these employer
contributions and use automatic enrollment instead.
« Can raise appearance concerns where deferrals are automatically invested in employer stock.
Recent legislation in this area should mitigate this potential risk.

Budgetary Cost: No revenue effect.

Views of the Working Group:
e Group agrees this is a good idea and a useful item to include in a pension package (note this is
an interpretive ruling, not a legislative proposal.)

CEA suggests a very modest tax incentive to businesses to encourage automatic enrollment at a rate
of at least 2 percent of payroll, but always allowing employees to opt out. This would have the
effect of making the tax officers of the company supporters of, rather than indifferent to, automatic
enrollment. The working group raised concerns, but will explore it.

Vi PENSION RIGHT TO KNOW PROPOSALS

a) Periodic Benefit Statements

Pension plan participants and beneficiaries currently have the right to request, no more frequently
than once a year, a statement showing the benefits accrued to them under the plan. Relatively few
people request such statements.

Proposal:
The proposal would require defined contribution plans to provide statements at least annually.
Defined benefit plan participants would receive statements at least every three years.

Pros:
« Participants would have a better idea of what their pension will provide them.
« This has been introduced by House and Senate Democrats, and has some Republican support.

Cons:

« Significant business opposition.

 Benefit level information expressed in nominal dollars may not be very meaningful for younger
employees who are many years away from retirement.

« Accurately customizing data could be costly but providing non-customized data could be
misleading to employees.

Views of the Working Group:

Additional work is needed to decide what information would be provided (accrued benefit versus
projected benefit) and to what extent the statement would be based on exact participant data as
opposed to estimates. Some members of the group suggest more frequent benefit statements for
defined contribution plans and older participants.

b) 401(k) Fees
The Department of Labor is exploring the issue of disclosure of 401(k) fees.

10
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¢) Improved Spousal Disclosure in Defined Benefit Plans 1-5-48

Under defined benefit plans (and certain defined contribution plans) spouses have rights to a portion
of benefits and must consent to any participant’s waiver of these rights. However, plans are not
required to provide spouses with the disclosure of benefit options that must be provided to
participants.

Proposal:
The law would be changed to ensure that spouses can get a description of benefit options in order
to make informed choices on how benefits should be distributed.

Pros:
+ Ensures that spouses get information needed to determine the appropriate form of benefits.

Cons:
« Employers may object to paperwork burdens if separate mailing to spouse is required. The
working group will explore alternatives that may lessen this risk.

Budgetary Cost: None, not pay-go.

Views of the Working Group:
Consensus to go forward.

VII. PREVIOUSLY PROPOSED INITIATIVES

DEPARTMENT OF LABOR PENSION AUDIT BILL

To advance our goal of greater pension security, we have previously proposed legislation to
strengthen audits of pension plan assets. The proposal was reintroduced in the House on a bipartisan
basis in July of 1997. It would subject more pension assets to periodic audits; currently, $950
billion in pension plan assets are not subject to a meaningful audit. Our bill closes this loophole.
(Negligible budget cost).

NON-DISCRIMINATION RULE CHANGES

The package could re-propose changes to the nondiscrimination rules that apply to retirement plans
to conform the rules to the Administration’s 1996 proposals. The versions of these proposals that
were enacted by Congress provide less benefits and contributions to lower and moderate income
workers than the original Administration proposals. One proposal would require employers who
use the matching contribution safe-harbor for 401(k) plans that avoids any nondiscrimination testing
to make an automatic contribution equal to 1% of pay to all participants. The proposal would not
apply to the SIMPLE plan.

Pros :

» Increasing benefits for lower-income employees is an Administration priority.
+ Included in Gephardt and Daschle bill.

11
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« The Administration may be accused of reopening legislative provisions which were acted

upon and compromised in 1996 and trying to go back to the drawing board as if that debate
never happened.

Budgetary Cost: Revenue loss of roughly $50 million over 5 years and $200 million over 10
years.

MULTIEMPLOYER AND PBGC CHANGES
We have previously proposed several changes to the rules relating to multiemployer (collectively
bargained) plans and several PBGC initiatives, including:

« Increase the PBGC guarantee for multiemployer benefits ($17 million in outlays over 5
years).

+ Simplify some rules for multiemployer plans (revenue loss of $63 million over 5 years;
$141 million over 10 years).

« Expand PBGC Missing Participant Program.

« Require a report on pension reversion to police raiding.

FEDERAL RETIREMENT PROGRAM REFORM PROPOSALS

The package could re-propose a series of changes to the Thrift Savings Plan and to the Civil Service
Retirement and Railroad Retirement Systems that would enhance coverage and fill gaps in spousal
protection (revenue loss of roughly $60 million over five years and $120 million over ten years and
mandatory outlays of $218 million over 5 years and $461 million over 10).

Views of the Working Group:

OMB would prefer a TSP proposal that not only allows employees to begin contributing
immediately, as under the previously submitted proposal, but also requires agency contributions to
begin immediately. (Agency discretionary cost of up to $300 million over five years.)

12



Addendum

cus

Women are less likely to be covered by a pension plan than men, and when covered, they usually
receive smaller benefits because of lower career earnings and shorter job tenure. This package
addresses these concerns by: '

« providing faster vesting of 401(k) plan matching contributions helps women because they
have shorter job tenure and are less likely than men to work for an employer who offers a
defined benefit plan.

« encouraging payroll deduction IRAs would particularly help women because they are more
likely than men to lack pension coverage, or work at part-time or short-tenure jobs;

« clarifying employers’ ability to provide for automatic enrollment in 401(k) plans which
would help more women get into the habit of saving;

« provide information for spouses to make better informed decisions about pension
distributions.

The working group is also exploring additional proposals to change spousal notice or consent rules
for defined contribution plans.

iscussi increasing the 4 ibution Li

A recent USA Today editorial contended that older workers are not saving enough under their
401(k) plans and, therefore, suggested raising the dollar limit on 401(k) contributions ($10,000 for
1998). The pension working group has not pursued this because increasing the dollar limit on
401(k) contributions would help very few employees -- mostly higher income -- and not many older
workers either. Only about 5% of taxpayers between the ages of 50 and 65 years old who contribute
to a 401(k)-type plan actually contribute the maximum amount.

A much better way to increase savings by employees is to increase access to 401(k) or similar plans
and to encourage participation by low and moderate wage employees. Several proposals described
above would advance this goal, including the payroll deduction proposals and the ruling on
automatic enrollment in 401(k) plans.

Commencement of pensions at age 70 %

A letter to the editor suggested that people over age 70 2 who are still working should be allowed
to wait until they retire before starting to draw benefits from their retirement plans. The letter,
however, failed to point out that we have recently done most of this. Last year, Congress passed an
Administration proposal allowing an employee who is in an employer-sponsored plan (other than
an owner of the business) to wait until retirement from the employer sponsoring the plan before
starting to draw benefits from that plan. The letter to the editor also appears to want to expand to
IRAs the same ability to delay withdrawals until “retirement”. This expansion would be
inadvisable:

« regressive - wealthy individuals could delay receiving all of their employer plan benefits
(including benefits from former employers’ plans accumulated years before they could roll over

into an IRA) by not “retiring,” even if their continuing work is just minimal.

« the cost of this proposal would likely be in the many billions of dollars.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145



