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proposal; public’s concern about class size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather abqut the opportunities it
pravides to improve learning, discipline, and class size; issue must be positioned in larger

\(D) Stephen Cohen Memo on Middle Fast Pzace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.

\"@) Survey on School Moderniza




THE WHITE HOUSE

WASHINGTON

January 24, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: SEAN MALONEY 77,

SUBJECT: Recent Information [tems
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are forwarding the following recent information items:

Arthur Levitt Letter on SEC’s Efforts to Combat Securities Fraud -- Erskine
forwards a letter from Levitt (apparently prompted by an inquiry you made) on the SEC’s
efforts to fight fraud in the securities markets; Levitt writes, “the short answer is that,
while we can never eliminate all abuses, I believe the SEC is doing everything it can and
should do to protect investors;” sets forth his three-prong strategy of enforcement,
regulation and prevention; please see letter for details.

Berger Memo on Legal Status of Liberian President Taylor -- you asked Sandy
whether we could seek assistance from the Massachusetts Attorney General to resolve an
outstanding arrest warrant for Liberian president Charles Taylor stemming from his 1987
escape from a Plymouth, Mass. jail; Sandy responds that it’s a matter for the Plymouth
County DA and Sheriff; the Mass. AG doesn’t have authority to drop the charges; DOJ
has advised the State Department that it would intercede with local authorities if doing so
were desirable on foreign policy grounds; State is not prepared to have DOJ do so; would
be highly unusual and Taylor has mixed record on human rights and democratization;
NSC concurs; Sandy notes that, as a head of state, Taylor is entitled to immunity from
arrest and other legal process in the U.S.

Survey on School Modernization forwarded by Rahm -- Greenberg Research survey
suggests education is a major national priority driven by the quality of public educatior:
there is strong bi-partisan support for a $30B, 10-year federal school modernization
proposal; public’s concern about class size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather abgut the opportunities it

j improve learning. discipline, and class size; issue mus sitioned ip larger

2blic_suppert.

Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays; John Sweeney (AFL-
CIO) , Jay Mazur (UNITE), George Becker (Steelworkers), Bob Georgine
(Bldg/Construction Trades), Andy Stern (Service Employees), Doug Dority
(Food/Commercial Workers), Sandy Feldman (Teachers), Sec. Herman. Sec. Daley. Kitty
Higgins, Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3Vs-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyed by union workers; group agreed on importance of
organizing; need for wages to reflect productivity gains; benefits to workers of
organizing; possibility of greater union support for issues like climate change and fast
track in a society where more workers were organized; Karen attaches background info.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995,
and will lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33; the
Social Security projection may also be lowered by about the same amount; please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDA’s efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997;
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

Note from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to
make classical music available to some 100,000 Georgia newborns each year; Mack
‘attaches copy of news article.
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The Honorable Erskine Bowles DAN BURKHARDT:
Chief of Staff
The White House please coordinate the
Washington, D.C. 20500 reply.
Dear Erskine:

In response to the President’s important and timely question about whether we are doing enough
to fight fraud in our securities markets, I am attaching a briefing paper prepared by SEC staff.
The short answer is that, while we can never eliminate all abuses, I believe the SEC is doing
everything it can and should do to protect investors. While experience reveals that the best
markets breed the worst elements, the Commission has been hard at work with its limited
resources to aggressively combat fraud and maintain public confidence.

We use a three-prong strategy. We employ the two traditional tools available to us: enforcement
and regulation. But we've also embarked on a new and innovative approach designed to help
investors protect themselves: prevention through education. The specifics of this anti-fraud
program are detailed in the attached paper. Brefly, they are:

Enforcement: Over the past three years we have brought a record number of enforcement cases,
and, working with the Department of Justice and local U.S. attorneys, we have been involved in
an unprecedented number of criminal cases as well. You can expect to hear more results of these
new partnerships soon. We have also formed a Working Group on Microcap Fraud to coordinate
with other regulators and the states, and we are currently considering designing a new unit within
our Enforcement Division that will centralize our staff and expertise on this important sector of
the marketplace. I believe our enforcement program is a strong deterrent to fraudulent activity.

Regulation: Earlier this year we embarked on a comprehensive review of the rules that govern
listing standards on stock exchanges to ensure that we are striking the proper but delicate balance
between encouraging efficiency in our markets and protecting investors. We are also examining
both 'cold calling' practices and the role of clearing brokers. To ensure that our rules and
regulations that seek to facilitate capital formation for small businesses do not provide loopholes
that can be manipulated, we will meet with investor and small business advocates within the next
30 days to review provisions of the securities laws that we believe are most frequently exploited in
the microcap area.

Prevention: The idea behind our prevention program is simple. Although there is a limit to what
government can do, educated investors can protect themselves from fraud before any damage
occurs to their interests or the interests of others. At the outset of my tenure at the SEC, I
established an office called Investor Education and Assistance, and I have personally held investor
town meetings in 21 cities around the country. We have created one of the most popular



investor-oriented websites on the Internet, as well as a toll-free phone line to make the SEC and
its resources fully available to the public. Our campaign to educate investors on how to prevent
fraud is an important complement to the enforcement and regulatory programs we put in place
The United States capital markets are the economic envy of the world. As [ hope the attached

briefing paper conveys. the SEC will continue to do all in its power to see that they remain so. |
would welcome the opportunity to meet with you or the President to talk about this program.

SincerW

Arthur Levitt

Attachment

pf Ra[ qu'! L)n. L.Cl ﬂﬂtlw\ Em an wel LUL ek g—-r)’*\&
Puacpo fe of V\.c\u.é '\‘k SEC: mdef‘\""'e.évkc-q‘l‘ an ‘Drﬂﬁl“""l
as owe ol Jr’M- Yo, in'ts M.l\q vy o qu(



THE EXPLOSIVE GROWTH OF CAPITAL MARKETS

It is an unfortunate irony of history that the best markets bring out the worst
elements. The higher the market rises, the greater investor optimism grows, the more
opportunities exist for outright fraud. The SEC is well aware of the abuses described in the
November 30, 1997 New York Times article, and has been actively working to combat this
fraud.

An appreciation for the growth in today’s market is essential in evaluating the current
problems in our markets, especially in the area of low-priced stocks. During the last year
alone, the Dow Jones Industrial Average has repeatedly broken new records, reaching the
7,000 and 8,000 levels for the first time. In 1980, only 6% of American households
invested in mutual funds; by 1996, over 33% of all American households owned mutual
funds directly or through a retirement plan.

While our markets remain remarkably safe, efficient and liquid, this growth has been
accompanied by an increase in the opportunities for fraud. The government’s oversight of
the marketplace is limited because our securities regulatory system was designed in the 1930s
as a self-regulatory one, with concepts like full disclosure, the presence of independent
auditors and the role of self-regulatory bodies such as the NASD and NYSE being critical.
The SEC’s total staffing currently stands at approximately 2800 people and the current
budget is $330 million.

THE NATURE OF THE PROBLEM

The SEC staff has seen an increase in abuses in the market for low-priced stocks or
"microcap" stocks, which are issued by companies with lower capitalizations and are usually
quoted on the NASD’s Over-the-Counter Bulletin Board and the Nasdaq SmallCap Market.
This part of the market provides opportunities for small and new businesses to raise capital,
but also provides opportunity for criminals to prey on innocent investors.

Fraud in microcap stocks follows a fairly predictable pattern, with two different, but
often related problems. The first problem is high pressure, and sometimes fraudulent, sales
practices, such as abusive cold calling and unauthorized trading in a customer’s account.
The second problem involves manipulation of microcap stocks by brokers, company insiders
and promoters to benefit themselves while harming innocent investors. Addressing microcap
stock fraud presents the difficult challenge of controlling the fraud without damaging the
market for securities issued by legitimate small businesses.

THE SEC’S RESPONSE TO MICROCAP FRAUD

Aware of this problem, earlier this year the SEC created a Working Group on
Microcap Fraud. The Working Group provides a forum where abuses uncovered by the
enforcement and examination staffs can be coordinated and addressed by the SEC staff who
write the rules for stock markets, for brokers and for raising capital. For example, with the
input of the Working Group, the SEC’s Division of Market Regulation is amending the rule



which sets out the information that brokers must have about a microcap company before they
can publish quotations for its securities. This proposal will make it harder for brokers to
manipulate the market for microcap stocks. The Group is also working with other
regulators, such as the NASD and the states, and with the criminal authorities in sharing
intelligence and devising coordinated solutions to microcap fraud.

Enforcement

e The SEC's Examination and Enforcement Program As fraud in the microcap
market has expanded, the SEC has focused its examinations and allocated its limited
enforcement resources more directly to this problem. During the last several years, we have
brought an increasing number of cases against fraudulent microcap companies, promoters and
brokers, seeking remedies such as permanent industry bars, suspensions, registration
revocations, fines and cease-and-desist orders.

e Cooperation with Criminal Authorities The SEC has leveraged its resources by
working closely with the U.S. Department of Justice, the F.B.I. and other criminal
authorities to charge or prosecute close to 100 individuals in the past year alone. The SEC is
particularly concerned with any suggestion that there might be any elements of organized
crime in this market. Some of the more recent efforts include:

o November 25, 1997 - Seventeen individuals indicted for stock
fraud: The SEC suspended trading in the stock of HealthTech and
obtained an injunction requiring correction of the company’s fraudulent
financial statements. The SEC staff also worked with the U.S.
Attorney in indicting 17 individuals associated with the brokerage firm
Meyers Pollack, including two high-level members of organized crime
families, for securities fraud by the company and several brokers.

o May 13, 1997 — Brokerage firm and principals indicted: The SEC
brought emergency administrative action against the firm A.R. Baron
for fraudulent sales practices, revoked Baron’s broker-dealer

~ registration and recovered significant investor funds. The Manhattan
District Attorney is pursuing criminal actions against many of the
principals.

© October 10, 1996 - Forty-eight individuals arrested: Together with
the U.S. Attorney for the Southern District of New York and the
F.B.1., the SEC assisted a year-long undercover operation of promoters
bribing brokers to sell microcap stocks to their customers. The SEC
and the U.S. Attorney are cooperating to bring a large number of
actions arising out of the sting.

o November 1995 and May 1997 — Twenty-eight "rogue brokers"



arrested: The SEC and the Justice Department have worked together to
address the problem of rogue brokers. The SEC and Department of
Justice filed charges against rogue brokers throughout the country for
engaging in a wide range of fraudulent conduct, including forging
investor checks, engaging in unauthorized transfers of client funds,
selling securities of nonexistent companies and creating false account
statements.

Regulatory Initiatives

The SEC is working with other securities regulators to craft practical rules which will
bring information about problem brokers and companies to the attention of regulators as
quickly as possible. In particular, the staff is currently considering NASD and NYSE rules
for broker-dealers that clear trades for other, generally smaller, brokerage firms. The staff
will also propose to the Commission in the near future amendments to capital formation rules
to close "loopholes” that have been used for fraud.

Investor Education

Fundamentally, we recognize that, as with most problems that confront the public, the
best protection against securities fraud involves steps that individuals can take themselves.
The SEC is committed to giving investors the tools they need to protect themselves from
fraud, and Chairman Arthur Levitt has personally hosted more than twenty-one town
meetings around the country on this very topic. The SEC offers information through
publications (like the recently released "Cold Calling" Alert, a copy of which is enclosed), a
toll free hotline (1-800-SEC-0330) and an Internet website (Www.sec.gov).

The SEC is organizing a national public awareness campaign for Spring 1998 to
educate the American public about saving, investing, and avoiding securities fraud. The
SEC’s campaign is part of an investor education and protection campaign that will cover the
entire Western Hemisphere during the same week. The participating countries recognize that
their future economic growth and stability depend in large part on educating their citizens on
how to invest wisely and recognize securities fraud.

CONCLUSION

Securities fraud has become a more serious problem in connection with microcap
securities and a certain segment of the broker-dealer community that deals almost exclusively
in low-priced stocks. The SEC is taking regulatory steps to minimize the opportunities for
such fraud. The SEC’s use of criminal investigatory techniques and the well publicized
prosecutions which have followed have given this problem a certain prominence in the
financial press. While the publicity has alerted the public to the issue and pointed out
damage to investors, we should be cautious in the conclusions we reach from these cases.
Fundamentally, our markets remain sound, extremely liquid, efficient and safe for investors.
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proposal; public’s concern about class size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather abgut the opportunities it

j i ve learning, discipline, and class size; issue mus itioned in larger

\») Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region an:d the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.



THE WHITE HOUSE
\ WASHINGTON

January 24, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: SEAN MALONEY 7%,

SUBJECT: Recent Information [tems
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are forwarding the following recent information items:

Arthur Levitt Letter on SEC’s Efforts to Combat Securities Fraud -- Erskine
forwards a letter from Levitt (apparently prompted by an inquiry you made) on the SEC's
efforts to fight fraud in the securities markets; Levitt writes, “the short answer is that,
while we can never eliminate all abuses, I believe the SEC is doing everything it can and
should do to protect investors;” sets forth his three-prong strategy of enforcement,
regulation and prevention; please see letter for details.

Berger Memo on Legal Status of Liberian President Taylor -- you asked Sandy
whether we could seek assistance from the Massachusetts Attorney General to resolve an
outstanding arrest warrant for Liberian president Charles Taylor stemming from his 1987
escape from a Plymouth, Mass. jail; Sandy responds that it’s a matter for the Plymouth
County DA and Sheriff; the Mass. AG doesn’t have authority to drop the charges; DOJ
has advised the State Department that it would intercede with local authorities if doing so
were desirable on foreign policy grounds; State is not prepared to have DOJ do so; would
be highly unusual and Taylor has mixed record on human rights and democratization;
NSC concurs; Sandy notes that, as a head of state, Taylor is entitled to immunity from
arrest and other legal process in the U.S.

Survey on School Modernization forwarded by Rahm -- Greenberg Research survey
suggests education is a major national priority driven by the quality of public education;
there is strong bi-partisan support for a $30B, 10-year federal school modernization
proposal; public’s concern about ciass size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of the inner city but rather about the opportunities if.

i improve learning. discipline, and class size; issue mus sitioned in larger

Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays; John Sweeney (AFL-
CIO) , Jay Mazur (UNITE), George Becker (Steelworkers), Bob Georgine
(Bldg/Construction Trades), Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers), Sandy Feldman (Teachers), Sec. Herman. Sec. Daley. Kitty
Higgins, Frank Raines and Gene Sperling attended; the VP dropped by at the start: had
3%-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyed by union workers; group agreed on importance of
organizing; need for wages to reflect productivity gains; benefits to workers of
organizing; possibility of greater union support for issues like climate change and fast
track in a society where more workers were organized; Karen attaches background info.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995,
and will lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33; the
Social Security projection may also be lowered by about the same amount; please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDA’s efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997;
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

make classical music available to some 100,000 Georgia newborns each year; Mack

mNote from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to

attaches copy of news article.
\ o b I_
Bk hendric

An ‘*--5 i

1t~ D



(B8]
Lat
o

n

~d
THE WHITE HOUSE i

WASHINGTON Beﬂﬁ”t

INFORMATION January 19, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: SAMUEL BERGEW

SUBJECT: Your Note Concerning the Legal Status of Liberian
President Taylor

In December we sent you a memorandum responding to a letter from
Representative Payne concerning an outstanding arrest warrant
for Liberian President Charles Taylor stemming from his 1987
escape from the Plymouth, Massachusetts jail. On the memo, you
asked whether we can get help from the Massachusetts Attorney
General.

We understand that dropping the outstanding jailbreak charge
against Charles Taylor would be a matter for the District
Attorney and Sheriff of Plymouth County, Massachusetts. The
Massachusetts Attorney General does not have the authority to
drop the charges or require the local authorities to do so, and
the local authorities apparently are not prepared to act on
their own initiative. The Criminal Division of the Justice
Department has advised the State Department that there is no
U.S. law enforcement interest in having the charges dropped. We
understand, however, that the Criminal Division would be
prepared to ask Attorney General Reno for approval to intercede
with the Massachusetts authorities if State requests them to do
so for foreign policy reasons. The State Department is not
prepared, at this time, to make such a request, due to the
extraordinary character of such an action and President Taylor’s
very mixed record on human rights and democracy-building since
his inauguration in August. We agree with State.

In the meantime, the Plymouth authorities have removed the
arrest warrant from the nation-wide computer system. The State
Department has also informed President Taylor and the Government
of Liberia that, as head of state, Taylor would be entitled to
immunity from arrest and other legal process in the United
States.

Attachment
Tab A December 3 Memorandum

cc: Vice President
Chief of Staff
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SUBJECT response to Letter from Raprasentative Dcocneld )y
Payr.e Toncerning Liberia -
Purpose

To respond

t
)

2 letter from Representative Donald Payne.

l.)

Background

Representative Payne wrote expressing concern over the impact on
our bilateral relations of an outstanding arrest warrant in
Massachusetts for Liberian President Taylor.

Taylor escaped from a Massachusetts jail in 1987 while he was
awaiting extradition to Liberia on embezzlement charges. The
new Government of Liberia, headed by President Taylor, has
dropped the extradition request, and all U.S. federal charges
against Taylor have also been dropped. Massachusetts, however,
continues to maintain an arrest warrant for Taylor stemming from
his prison break. President Taylor cancelled a planned trip to
the UN General Assembly for fear he would be arrested.

This is a significant irritant in our relations and our efforts
to work with Taylor’s government to solidify Liberia’s peace and
help it rebuild. The State Department and the Department of
Justice are working to resolve this issue. Because this
involves a state law enforcement matter, we have not become
‘directly involved in its resolution, but have worked through the
Departments of State and Justice.

RECOMMENDATION

That you sign the attached response to Representative Payne.

Attachments
Tab A Response to Representative Payne
Tab B Letter from Representative Payne

DEC11 £:31 cc: Vice President

Chief of Staff

HE Skesien: vas Lipn 3355
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proposal; publi¢'s concern about class size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather aqu_ﬂmnpmetniﬁgiL
pravides to improve learning, discipline, and class size; issue must be positioned ju larger
cantext to gamer greatest-public SURPOTT.

\@) Survey on School Modernizs

) Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above '
tactical considerations to act now; please see memo for details.
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\ January 24. 1998

MEMORANDUM FOR THE PM[DENT

FROM:

SEAN MALONEY "7

SUBJECT: Recent Information [tems

W)

\\:j are forwarding the following recent information items:

Arthur Levitt Letter on SEC’s Efforts to Combat Securities Fraud -- Erskine
forwards a letter from Levitt (apparently prompted by an inquiry you made) on the SEC’s
efforts to fight fraud in the securities markets; Levitt writes, “the short answer is that.
while we can never eliminate all abuses, [ believe the SEC is doing everything it can and
should do to protect investors;” sets forth his three-prong strategy of enforcement,
regulation and prevention; please see letter for details.

Berger Memo on Legal Status of Liberian President Taylor -- you asked Sandy
whether we could seek assistance from the Massachusetts Attorney General to resolve an
outstanding arrest warrant for Liberian president Charles Taylor stemming from his 1987
escape from a Plymouth, Mass. jail; Sandy responds that it’s a matter for the Plymouth
County DA and Sheriff; the Mass. AG doesn’t have authority to drop the charges: DOJ
has advised the State Department that it would intercede with local authorities if doing so
were desirable on foreign policy grounds; State is not prepared to have DOJ do so; would
be highly unusual and Taylor has mixed record on human rights and democratization;
NSC concurs; Sandy notes that, as a head of state, Taylor is entitled to immunity from
arrest and other legal process in the U.S.

Survey on School Modernization forwarded by Rahm -- Greenberg Research survey
suggests education is a major national prionty dniven by the quality of public education:
there is strong bi-partisan support for a $30B, 10-year federal school modernization
proposal; public's concern about class size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather aqu_ﬂm_(w

ve learning. dlscmhne, and class size; issue in larger

Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region ai:d the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays; John Sweeney (AFL-
CIO) . Jay Mazur (UNITE), George Becker (Steelworkers). Bob Georgine
(Bldg/Construction Trades). Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers). Sandy Feldman (Teachers). Sec. Herman. Sec. Daley. Kitty
Higgins. Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3'4-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyed by union workers; group agreed on importance ot
organizing: need for wages to reflect productivity gains: benefits to workers of
organizing; possibility of greater union support for issues like climate change and fast
track in a society where more workers were organized; Karen attaches background info.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995,
and will lower it by a further 0.41 Eoints bz 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33; the
Social Security projection may also be lowered by about the same amount; please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDAs efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997,
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

Note from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to
make classical music available to some 100,000 Georgia newborns each year; Mack
attaches copy of news article.
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cos
MEMORANDUM TO  THE PRESIDENT
FROM RAHM EMANUEL
SUBJECT SCHOOL MODERNIZATION

Attached is a survey on school modernization done by Greenberg Research that I thought you
would find interesting. I believe that the issue of school construction should not be about the
problems of the inner city but rather on the opportunities school construction provides to improve
learning, discipline and class size. This initiative must be positioned in a larger context in order to
garner the greatest public support.
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GREENBERGEG QUINLAN RESEARCH

THE TARRANCE GROUP'= &

A National Bipartisan Survey on School Modernization

Key Findings

Sponsored by the
American Federation of Teachers
and the
National Education Association

Research by
Greenberg Quinlan Research
and
The Tarrance Group
January 1998

Introduction

The American Federation of Teachers (AFT) and the National Education Association (NEA)
commissioned Greenberg Quinlan Research and The Tarrance Group to conduct a national
bipartisan survey of registered voters on the issue of school modernization (renovating existing
schools, building new schools due to enrollment increases, and upgrading all schools for
educational technology). Telephone interviews with 1,001 registered voters were conducted
between January 5-10, 1998, with a margin of error of +/- 3.1 percentage points.

The survey surfaced six key findings:

e Education is a major national priority, driven by public concerns
about the quality of public education.

There is strong bipartisan support for a $30 hilliop, 10-year federal
school modernization proposal.

Public concerns about class size, technology, academic standards and

discipline drive public support for the proposal.

e Voters choose school modernization overwhelmingly over a number
of other potential federal spending priorities.

e Support of school modernization will benefit both Republican and
Democratic members of Congress.

e While there is strong public support for the proposal, a number of
obstacles in public attitudes remain to be overcome.
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AFT/NEA Survey

I. Education as a National Priority

The survey found that meeting the educational needs of the country stands among the top
concerns of voters: (33 percent) — along with crime and drugs (41 percent), the decline in
moral values (37 percent) and health care and Medicare (37 percent). :

When it comes to the federal budget, education is the top priority for additional national
spending: 29 percent, compared to 24 percent for health care, 22 percent for reducing the
national debt and 12 percent for tax cuts.

Balanced Budget Context

Education

Health Care

Reducing the National Debt

Tax Cuts

Crime

Defense

The budget debate
In the context of the new budget debate — What should the country do as it faces the prospect
of a balanced budget? — the public is seriously entertaining increased spending on education:
e 48 percent favor increased spending on education (alone or in
combination with tax cuts)

e 44 percent favor tax cuts (alone or in combination with increased
spending on education)

e 35 percent favor reducing the national debt

The desire for new spending on education is rooted in a broad dissatisfaction with the job that
is being done in American education. The dissatisfaction is highest at the national level (67
percent) and still very high for people’s own state (58 percent). Voters are divided on the job
being done by local schools: 48 percent satisfied and 46 percent dissatisfied.

Public concerns

When the public looks at the schools today, the biggest problems they see are students who are
undisciplined and disruptive (44 percent see it as a “very big problem” and 78 percent as a
“very big” or “serious” problem). After discipline, the main problems are overcrowded
classrooms (28 percent and 57 percent) and a lack of academic standards for promotion and
graduation (27 percent and 58 percent). There is less concern with the health and safety of the
schools and with unequal educational opportunity.

2
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Increased spending on education
The result of the current national mood on education is strong support for increased spending
on education.

e When thinking about education in the United States:

e 58 percent say the federal government is spending “too little”

e 9 percent think “too much.”

e While support for education is broad, it draws its principal energy from women and
particularly from people under 50 years of age. A remarkable three-quarters of those
under 30 and Two-thirds of those 30 to 50 years of age say the country is spending tdo little
on education. Sm—

e The support for increased spending on education carries across the “center” of the
American electorate in 1998: 64 percent of both conservative Democrats and moderate
Republicans say we are spending too little — as well as 72 percent of Ross Perot
supporters.

e Finally, support for increased national spending on education is indeed national. A large
majority in every region of the country, including the South (54 percent), says we are
spending too little.

I1. Bipartisan support for a $30 billion, 10-year federal school
modernization proposal

The AFT and the NEA have developed a federal legislative proposal to provide $30 billion
over 10 years to help states and local school districts modernize public schools.

Proposal Support
The proposal would provide 30 billion dollars over 10 years to help local
school districts pay for repair, renovation and modernization of their
schools (Indirect Support). The federal government would provide grants
directly to local school districts to fund local school renovation and
modernization (Direct Support).

Indirect Suppent Dwect Support
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e Three-quarters of voters (74 percent or 76 percent depending on whether

aid is indirect or direct) favor the idea, while just under 20 percent oppose

it.

e The proposal earns two-thirds or more majority support among nearly every major
voter group including independents (65 percent) and Republicans (73 percent).

e 60 percent of conservative Republicans and 64 percent of Republican men (the
lowest support groups) favor the idea, although strong support with both groups
drops below 30 percent.

e Women (79 percent favor) are more likely than men (69 percent) to support the
idea. In fact, Republican women appear to be among the strongest support groups
with 81 percent overall approval and 38 percent strong approval of the plan.

II1. The importance of class size, technology, academic standards and
discipline

There is a broad range of arguments that voters respond to when considering the AFT/NEA
proposal for school modernization, but two stand out because they relate so closely to th
public’s underlying concerns about education. These arguments emphasize some very basic
issies —reducing class size g class size so discipline can be restored and learming improved, and
modernizing schools so children can have access to computers.

The survey found that the following specific arguments were the most convincing for
supporting the proposal:

e “This school repair and modernization program is needed to reduce class size
which will mearrtess-disciptime-probtenTs amt-tigter student achievement. (50
percent found it either an “extremely convincing™ or "very convincing”
argument).

e “Nearly one half of all school buildings lack the basic wiring needed to give our

children access to computers in the classroom.” (47 percent) “This school
repair and modernization program is needed if all classrooms are to have the
basic wiring to support computers.” (46 percent)

In addition, the survey found that the following global themes around the proposal were the
most convincing:

e Schools and the New Technological Age: “This program will mean that our
children and our schools will be able to compete in this new era of global,
technological change. We need modern, well-equipped schools where our
children can learn to meet these challenges.” (81 percent found it “very” or
“somewhat convincing”)

L
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¢ Every District Can Improve Its Schools: “This program will mean that all
school districts, not just the wealthiest ones, will be able to improve their
school buildings. The wealthiest districts will be fine, but this program makes
it possible for poorer and overtaxed districts to make improvements.” (77
percent)

e Class Size, Discipline and Learning: “This program will help students learn
better. It will increase the numbers of classrooms and reduce class size.
Teachers will be able to spend less time disciplining students and more time ><

teaching” (75 percent)

e Local Responsibility: “We can use federal funding to repair, renovate an
modernize our nation’s school buildings as long as state and local gov<:nment

make the decisions on how the money is spent.” (77 percent)

IV. School modernization and other potential federal spending priorities

When asked to rate the proposal against other potential federal spending priorities, voters
chose “school renovation and modernization” over:

e “Loans to the International Monetary Fund to stabilize Asian economies”
by a margin of 84 percent to 9 percent,

e “Prison construction” by a margin of 82 percent to 13 percent,
e “Highway construction” by a margin of 79 percent to 15 percent; and

e “Capital gains tax cuts” by a margin of 70 percent to 25 percent.

At least a two-thirds majority of every voter group, including conservative Republicans (except
when compared with a capital gains tax cut, which drops to a 56 percent majority) put
modernization and renovation over IMF loans, prisons, highways, and capital gains
expenditures. :

V. Congressional Impact

To assess the potential advantages and liabilities in this issue, the survey asked voters how they
would respond to a Democratic or Republican member of Congress who voted for the
AFT/NEA proposal to modernize the schools. Such a vote mainly helps the members,
particularly Republican members.

Republican Members .

In a follow-up to a series of arguments for and against the proposal, Republican respondents
were asked whether knowing that a Republican member of Congress voted for the $30 billion
dollar proposal would make them more or less likely to vote for that member. Approximately
75 percent of voters indicated they would be more likely to vote for a Republican candidate for
Congress who voted for the plan (though just 22 percent say “much more likely”).
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While the effects are not dramatic, support for this legislation clearly helps the Republican
member. The generic ballot contest narrows marginally in favor of the Republicans: from =3
points for the Democrats at the outset of the survey to an even contest after respondents are
informed of the vote in favor of the program. The shift toward the Republicans comes from
key swing groups, such as independent women (14 percent toward the GOP), single women
(13 percent), rural area voters (16 percent), and those from the Border states (13 percent).

At the same time, the Democrats’ overall advantage on the education issue narrows to just 6
points, suggesting a small but consistent movement toward Republicans open to this kind of
education initiative.

Democratic Members

Overall, 72 percent of Democratic voters say they are more likely to vote for a candidate who
supported this initiative — and that is after hearing all the arguments against it. Only 23 percent
say they are less likely to support the member.

Additional findings

A vote for the AFT/NEA proposal wins a dramatic endorsement from younger voters (88
percent more likely), all voters under 50 (73 percent), and younger non-college voters (81
percent). It wins big majorities among independents (69 percent), and particularly among
conservative Democrats (87 percent) and moderate Republicans (76 percent). Perhaps more
important, 76 percent of the undecided voters in the race for Congress say they are more likely
to vote for the Democrat because of their vote on this issue.

In the congressional contest nationwide, Democratic congressional candidates hold their 4
percent margin. The Democratic candidate, after his or her support for school modernization,
enjoys an 11-point advantage on handling education.

V1. Obstacles in public attitudes

While the AFT/NEA proposal demonstrates support that is broad, there are some cautionary
findings in this survey:

e While spending on education alone (19 percent) overtakes all other priorities
among large city voters (34 percent), Democrat men (35 percent), and Liberal
Democrats (41 percent), paying down the national debt alone (35 percent) has
much broader appeal. Men overall (41 percent), voters over fifty years old (43
percent), Republicans (42 percent), independents (37 percent), Catholics,
Protestants and whites overall (37 percent) -- all have a plurality of their
voters prioritizing the debt. A large bloc of voters (29 percent) want to
increase spending on education and cut taxes.

e Voters are much more focused on the issues of student discipline, academic
standards, school overcrowding, and modernizing schools for computers than
they are on the of health and safety of school buildings.
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¢ The public will clearly listen to both sides of this debate. The arguments
against the AFT/NEA proposal for school modernization score at least as well
as the arguments for it — despite the large overall majority for the program.

e A majority (51 percent) of the public finds extremely or very convincing the
argument that rather than spending money on “fancy equipment in the
schools,” we would be better off putting more effort into involving parents and
teaching the basics.

e A majority of most voter groups also find convincing the contention that state
and local governments know what’s best for schools (52 percent extremely or
very convincing).

These arguments against the proposal lose some of their strength among women and blacks
and among voters under age 50, particularly under 30. Indeed, age overshadows both gender
and race in explaining preferences on this issue. But both arguments against the proposal -
getting back to the basics and local/state control — gain increased support with older, and
therefore higher propensity, voters.

Conclusion

Still, it is striking that a large majority — 76 percent —support the AFT/NEA proposal
after hearing the arguments for and against it. The public may be open to the debate
and may not have intense views, but they are inclined to support this initiative.
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January 5-10, 1998
1001 Respondents

FREQUENCY QUESTIONNAIRE

Q.2 First of all, are vou registered to vote at this address”?

Total
YOS 100
NO & s sosmmasnmmmns et R S i P R SR
(ref:JOHN)

Q.4 Many people weren't able to vote in the 1996 election for president between Bob Dole, Bill Clinton, and
Ross Perot. How about you? Were you able to vote, or for some reason were you unable to vote?

Total
Voted ... ... 99
INEUGIDIBRODYOURE ™ . .o cvsimanmoinesin s oo swi SRR 1
DIdnot VOIE onmsnn it oy oueni s i st v it s b ieinses -
(Can't remember/Don't know/Refused) ......................... -

(ref:VOTE96)

Q.5 Now, I am going to read you a list of concerns that people have. Please tell me which TWO of these you
personally worry about the most?

Total

Crime and driugs oo corasarainini w0 Baes i e 41
Declineinmoralvalues ...................................... 37
Health care and Medican®: .....ovvvmon svn commens s awmassmmasiss 37
BAGERHGE: - vovncus sov mmnvadies (G easein o8 dapiamaN et 33
Taxes and government spending .. ..................... e 31
THE SLOBORY AN JOUE: . .vcvnvivnnnn v deowis vuk SURRUR R 19

(Nosecond CONCEIM) .. .........cviriniiie e ieiiinennns 1

VP R R l). o i v v sueERET A R 1

(ref: CONC1)
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Q.10 Even though you are not supporting the Democrat now, what are the chances that vou might support
the Democratic candidate in the election for Congress this vear?

“Total
FAIL CBANEE .00 hioi tns o s sme pimemmmmn s s sy pigss goee poon S0
Asmallchance ... ....................... . . i O
Josta Slight CAINGE: - coviven van smwavens o sis sos sam osiek
Nochanceatall ........ .. ... ... ... ... ... ...... . ... .. .9
(Dot ko tised): .« i conamsenn e e o san cesesEs 3
DEmocratic SMBROIEE . vii von 0% it st 2 0o romd Sosd bass ssmiss 4+

(ref:GC3)

Q.11 Even though you are not supporting the Republican now, what are the chances that you might support
the Republican candidate in the election for Congress this vear?

Total
PORGRRIEE: ooainn e swssommsmnses ; o s S SRS 23
ASMEILChARCE i con var poreamre vas i R S 11
Justaslightchance ........................ e 10
NoChAACEAUALL oo sy soun swrammesmrsnmmss 155 Mo 6 R AR 11
(Dot know/telused) ...covneiiaas v sun sa B vee e s S 5
Republican Supporter ........... ... ... 41

(ref:GC4)

Q.12 Let me ask something different. When you think about education in the United States today, are you
satisfied or dissatisfied with the job that is being done?

Total

VEVAUEREE. . ..ounvuimininon o s SRR AT S 5
T T (N el At 23
Somewhat dissatisfied .................. .. ... .. ..., 34
VeV QiSIatBlion ..o uuvvuriny o pnainssreinsscinms v s ix 33

(Mixed/depends/neither satisfied nor dissatisfied) ................ 3

(Don't know/refused) ...............c.ciiiiiii 2
Totalsatisfied ........coviveverrrrinneeneererennnnanaeannnn 28
Total disatshied .-ovivnmnmmamvsenimmm e R R 67

(ref:SCHOOLS1)

GREENBERG QUINLAN RESEARCH, INC./ THE TARRANCE GROUP
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Q.16 When you think about education in your area today, where children here go to school, are vou satisfied
or dissaiisfied with the job that is being done?

Total
VeV SatiSI®d. . o incoiinn 5w e i 05 588 bumes mmermmrans meos o s 1S
Somewhatsatisfied ........... ... ... ... ... ... . .. . .. . 30
SOTIEWHALASSANSHE] oo v v o S s S s B G D
Verydissatisfied ............. ... .. . ... ... ... ... 23
(Mixed/depends/neither satisfied nor dissatisfied) ... . ......... .. 2
(DD INOWITRIEBE) o vooovcmans v 66 555 500 0 mie win Tl 1t 3
Total SERSTIE0. :ommu mvvnnovmonom s o e e 3 b RS Te 48
Total dissatished. v ami T asrs s 46

(ref:SCHOOLS3)

Q.17 Do you think the local government in your area is spending too much, too little or about the right
amount on education?

Total
Toomuch ... . . 8
ABOUEhE FIPREARMOURL: . v o wopv i mrey e S S0 AT 41
TOO IS ... ..conimnmnnaneemen someiesnosar s e ars siae rae 46
(Don'tkmow/refused) ...................... ... 6

(ref:SCHOOLS3A)

Q.18 I am going to read you a list of potential problems in the schools today. Please tell me whether each one
is a very big problem, a serious problem, a minor problem, or not much of a problem at all.
Very Not Very Minor/
Big Serious Minor Much DK/ Big/ Not
Prob Prob Prob Prob Ref Serious Much

18 Students who are undisciplined and disruptive ....44 34 15 4 3 78 19

19 Overcrowded classrooms ................c..... 28 28 23 16 4 57 39
20 Public school buildings that are in
unsafe or unhealthy condition .................... 21 23 26 26 3 45 52

21 Unequal educational opportunity for all students ..19 22 26 30 3 41 56
22 A lack of academic standards for

promotion and graduation. ...................... 27 31 23 17 3 58 40
(ref:PROBI)

GREENBERG QUINLAN RESEARCH, INC./ THE TARRANCE GROUP
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(475 Respondents)

Q.26 (SPLIT D) I am going to read you a new proposal that will be considered by the Congress this vear. The
proposal would provide 30 billion dollars over 10 vears to help local school districts pay for repair,
renovation and modernization of their schools. The federal government would provide grants directlv to local
school districts to fund local school renovation and modernization. Do vou favor or oppose this proposal”?

Total

SHEHRIVERDE oo oon sovoasmess s At wa S bR VR 43
Somewhat favor ... ... ... ... 34
SOMEWHALOPPOBE s wvmivummmssmsresmmss Ses e5h DRaTEEomEs ST
SECHBIr ODPOBE vuv voo iVt SRR S G 19 IRy 12

(Don'tknow) .. ... b)

TotAlRAVOF cimesreasmsne e e e R 76

Total OpPoOse .. ..vviviireiiiiiiiiiiiiiiiiiiiiiiiiiiaaes 19
(ref:INFRAD)

Q.27 When you think about school renovation and modernization, which of these problems seems to be
greatest in the country and most in need of attention?

Total
Overcrowded schools that undermine teaching and student leaming ... 36
Older schools, not wired for computers, that can't prepare students

for college and the job ML ... .« oo womivpimmrmmieranves son o 31

School buildings which are unsafe and unhealthy .. ................ 14

School classrooms in poor physical condition that provide a bad

IR R TR oo s wssrereomaas RN R SO AR 12
(Dot kNOWAEtased) .o oo i nusiE TR TR R S e Hs 8

(ref:INFRA2)

(491 Respondents)

Q.29 (SPLIT E) For the most part, state government and local school districts pay for school renovation and
modernization.

Do you think that the needs for increased spending for school renovation and modernization should be funded
entirely by state and local school districts or do you think the federal government should provide some
funding too.

Total
Funded entirely by stateand local .............................. 29
SOMETEATALE DTG . cvmsnsomommmmmsams B ORR R TR RENGEN 70
(D't BOWEEBEE) -.iwvpsisrnnrin $35 ¥ve e Ees T & 2

(ref:INFRA4E)

GREENBERG QUINLAN RESEARCH, INC./ TliE TARRANCE GROUP
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A Not
Extrem Very Smwht Little AtAll DK/
Conv. Conv. Conv Conv Conv Ref.
36 The federal government and bureaucrats will
direct the money to the poorest cities, and not
very much will go to the school districts where the
majonty of children attend school. ..................... 9 15 33 14 26

e

37 Thirty billion dollars for the nation's schools is a drop
in the bucket and will not really solve the problem. ........ 11 18 29 14 24 -

38 The federal government and bureaucrats will direct

the money to mismanaged urban school districts, like

Washington, D.C., that will only waste

the taxpayer's MONEY. .. ........ovurieiiuianineennnn. 12 19 27 13 27
(ref:DOUBTS)

Ll

Q.39 Let me read you a series of statements made by supporters of the school renovation and modernization
program. For each statement, please tell me whether you find it extremely convincing, very convincing,
somewhat convincing, a little convincing, or not at all convincing?
A Not
Extrem Very Smwht Little AtAll DK/
Conv. Conv. Conv Conv Conv Ref.

39 It will cost 112 billion dollars nationally to make
our school buildings safe and healthy for our children. .. ... 9 22 35 12 17 5

40 6,000 new schools will have to be built in the
next decade to handle the increased student enrollment. . ... 13 27 32 11 13 4

41 One third of all school children in America go to
schools needing extensive physical repairs. .............. 11 7y 34 11 12 5

42 Nearly one half of all school buildings lack
the basic wiring needed to give our children
access to computers in the classroom. .................. 13 34 30 9 11 4

43 30 billion dollars will help state and local governments
significantly address the need to repair, renovate,
and modernize the nation's school buildings. ............. 9 24 39 13 14 2

44 This school repair and modernization program is needed
if all schools are to be accessible to the handicapped. ... ... 17 3 . 26 10 12 2

GREENBERG QUINLAN RESEARCH, INC./ T'l-li:'. TARRANCE GROUP
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(526 Respondents)
Q.51 (SPLIT C: REPUBLICAN) Now I'm going to read vou a series of statements about a Republican
member of the Congress. Please tell me whether each description, if it were accurate. would make vou much
more likely, somewhat more likely, somewhat less likely or much less likely to vote for that member of
Congress.
Much Smwt Smwt Much Total Total
more more less less DK/more less
likely likely likely likely Ref. likely likely
51 The member voted in favor of the
proposal for school building renovation
and modermization. .................eeiiiiiii. .. 22 53 13 8 4 74 21

52 The member voted in favor of the

proposal because it will encourage and

assist local, state and private efforts

to meet our local schoolneeds. ...................... 24 53 12 7 377 2
(ref:.PARTISANI)

(526 Respondents)
Q.53/54 (SPLIT C) Let me ask again about Congress. In this year's election, do you plan to vote for the
Democratic candidate or the Republican candidate in your district?

Total

Dermocratic Canaidate ... ...c..oetieitaka o mis S eTs 6k el 32
Lean Democratic candidate .. .......................... e 8
REpubhCH CAMAIAAIE . qivvcummrsnws o DRSS RS G0 S60 30
Lean Republicancandidate ..................cccovvviininnnen, 11

(Undecided) . ..........ooiiiiiiiiiiii 19
Total Democratic candidate ...........ccovvvvvernrrnnanananns 41
Total Republican candidate .......cocovverrsnvervesrssenrnes 41

(ref:PARTISAN2)

GREENBERG QUINLAN RESEARCH, INC./ THE TARRANCE GROUP



National Education Association: Frequency Questionnaire, Jan. 5-10, 1998 13

(475 Respondents)
Q.58/59 (SPLIT D) Let me ask again about Congress. In this vear's election, do vou plan to vote for the
Democratic candidate or the Republican candidate in your district?

Total
Democratic candidate oocuwven s v van i sam e s Use e g 33
Lean Democraticcandidate ... ................................ 10
Republican candidats ...c.omns vun s s vasoesovans vus vos v i 30
Lican Republican candidate ... oo o vis covvieses o v @ o 9
(Undecided) . ........ .. ... i 19
Total Democrafic candidate . :viovsinmiviimsarieis sihaanes 43
Total Republican candidate . .cvv o0 ovnnassnn swenswsssmnsnmsa 39

(ref:PARTISAN2B)

Q.60 (SPLIT D) Let me ask now, do you think the Democrats or the Republicans would do a better job on
education?

Total

Deémocrats much Beter . .uns vvvvinswaveimsus sus o i i 17
Democrats somewhat better . ... ............. e 24
Repoblicans Somewhst BEHER ... ... ovvmmvmmiasins oo sva v os 19
Republicans much DEfIer .. ... von v iananeivannans va s o o4 12

(BOth) ..o 5

(NEIREL) s v ssmiimmmsessvn s R PR G R T 4

(Don'tknow/refused) ........... ... ... ... ..., 20
Total DemocratS hetter .......cveiviivensmeasevinsansssiass 41
Total Republicans better ................ccoiiiiiiiinninnn.. 30

(ref:PARTISAN3B)

Q.61 Now, let me read you a series of reasons to support increased federal action on school renovation and
modernization. Please tell me whether this is a very convincing, somewhat convincing, a little convincing or
not at all convincing reason to support increased federal funding for school repair, renovation and
modernization. 2
A Not Very/ Little/
Very Smwht Little At All DK/ Smwht Not
Conv Conv Conv Conv Ref. Conv Conv
61 This program will help students learn
better. It will increase the number of
classrooms and reduce class size.
Teachers will be able to spend less time
disciplining students and more time
TEBEIERE. oo v im0 S 40 35 12 12 2. 15 24

GREENBERG QUINLAN RESEARCH, INC./ THE TARRANCE GROUP



National Education Association: Frequency Questionnaire, Jan. 5-10, 1998 15

Q.67 I am going to read you a series of choices facing the Congress in the budget. Please tell me, for each
choice, which choice you would make.

Ist 1st 2nd 2nd DK/ Total Total
(494 Respondents) Str Not Str Str Not Str Both Neither Ref 1st 2nd
67 School renovation and modernization
OR Pnisonconstruction .................. 71 11 5 7 2 2 2 82 13
(507 Respondents)
68 School renovation and modemization
OR Highway construction ................ 65 14 6 9 4 1 1 79 15
69 School renovation and modernization
OR Capital gains taxcuts ................ 58 12 10 15 1 2 3 70 25
70 School renovation and modernization
OR Loans to the International Monetary Fund
to stabilize Asian economies ......... e 74 9 5 4 0 3 4 84 9

(ref:CONTRASTS)

Q.71 Finally, I would like to ask you a few questions for staustical purposes. Generally speaking, do vou
think of yourself as a Republican, a Democrat or what?

Total

SEONR DBEIOCIIE < i 05 s o 10 obn Mot 8 s s s et csimoias 20
Weak Democrat ............... ... ... ... 17
Indepenident-lent DEMOSTNE ..« ... covvevimvnsnnnsss vo inensaie 9

IROERERIEHE i -io o000 e w08 f b fompre et et it o RS 6

Independent-lean Republican ................................. 11
WEAE ROPEBEERN .ooovavvnen v o ol e ieamiasas Gas o Baen 18
Strong Republican ................................ ... ...... 15
(Don'tknow/refused) ............... ... .. ... ... 3

WORE]L TIETBORTIRE 5.5 5 05 0050500 8 s 5 s S M A AT R RRREN 37
Totl RepblICa: . vovvvssvvmvicninssass s s ST 33

(ref: PTYIDI)

GREENBERG QUINLAN RESEARCH, INC. / THE TARRANCE GROUP
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Q.77 In the presidential election last November, did you vote for Republican Bob Dole, Reform Party Ross
Perot or Democrat Bill Clinton?

Total
RepublicanBobDole .................. . ....... ... ... ... .. 36
Reform Party Ross Perot . ........ ... ... ........... ... P 10
Demoerat BIlEINION: oo o v i srinys sos swy a5 v 18 46
(Didn't vote: ineligible, toovoung) . .. ... ... ... ... ... .......1
(Didn't vote) .. .. 1
(Can'tremember/don ERNOWY) vy son s ruens s sess avh B4 e 1
(Refusedtotellhowvoted) .. .......... ... .. . ... ... . ... . .. ... 6

(ref: VHISTORY4)

Q.78 In the 1996 election for the U.S. Congress, did you vote for the Republican candidate or the Democratic
candidate in your own district?

Total
Degocratic candidate ... .o covnsrvans o v seTn s 55 o 43
Republicancandidate ............. ... ... ... ... ... ........ 43
(Independent/3rd party) ................. .. ... 0
(Didnitvote: itehieible. 00 YOImB) v s seerssvsien s e cies -
(Didn'tvote) . ... 2
(Can't remember/don't know) ............ ... 9
(Refusedtotellhowvoted) . . ..., 3

(ref:VHISTORYS5A)

Q.79 How would you describe the area in which you live--Do you live in a city with over a million people, in
a smaller city, in a suburban area outside a city, in a small town, or in a rural area?

Total
City(Imillion+) ......... ... i, 11
SN < v v div SRR SRS ST R e e 21
Suburbanarea .............. .. .. 24
SIAILEOWI oo mae sme S armm s s o 23
BARRL IR oo i il 00 Ba T e 0 Pt A e L A timn 3 19
(Don'tknow/refused) ............ ... ;
(ref:CITYSIZE)
Q.80 What is your religion?
Total
BIERINNY, o s 550 G i B S sl s M A B IS 51
Catholic . ...ttt 25
JENSIY oo wnwimn s S R SN e A R 2
(Other/none/refused) .. ...t 22
(ref:RELIGI)

GREENBERG QUINLAN RESEARCH, INC./ THE TARRANCE GROUP
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Q.85 What is vour race?

Total
WHhite ... 83
Blacks s von comvnmves s s e s B0 D9 B8 606 SEARSEIY & 10
Hispanic ......... ... ... ... 2
LORBEEY. ox o o S snEmanien SR JE% LAl SRR st s i 3
(Don'tknow/refused) ............... ... . ... 2
(ref:.RACE)

Q.3 Sex of respondent

Total
MEIE o v s s srsasmvmmmmes Wi S R SRR RS 1 43
Female - in connnsnn 000 Do imatiens vad 0 1S SleithE s et & 52
(ref:GENDER)

GREENBERG QUINLAN RESEARCH, INC. HT'H.'.E TARRANCE GROUP
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are forwarding the following recent —
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Arthur Levitt Letter on SEC’s Tob & - -Ptx:\ N T
forwards a letter from Levitt (ap SENSESSSSSEEEN ~ T o cnteng
efforts to fight fraud in the secw o<
while we can never eliminate all Tub F - Me Vb,
should do to protect investors;” =¥ Ve pege 2 QoS
regulation and prevention; pler-

oo B - N o thaccs
Berger Memo on Legal Statt. %+ cece, Page 2 ey Vo e
whether we could seek assistai QoS
outstanding arrest warrant for  “{q_4 T _ M Lo
escape from a Plymouth, Mass s
County DA and Sheriff; the M T V¢ paqe 2z Eu:\:.ha.\cl-i

has advised the State Departm
were desirable on foreign polic
be highly unusual and Taylor |
NSC concurs; Sandy notes tha
arrest and other legal process i

Survey on School Modernizs

suggests education is a major 1

there is strong bi-partisan SUpport (0r @ 35UD, 1U=yEdl 1CUEIAL SULIVUL LLIVUCLILLAUULL
proposal; public's concern about class size, technology, academic standards and
discipline drives support for the prcposal: voters choose school modernization
overwhelmingly over other federal pricrities; Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather abqut the opportunities it
pravides to improve learning, discipline, and class size; issue must be positioned in larger
cantext to gamer greatestpublic sUPPCTT.

Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.
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THE WHITE HOUSE

WASHINGTON

'\ January 24. 1998

MEMORANDUM FOR THE PR\Q’%IDENT

FROM: SEAN MALONEY 71

SUBJECT: Recent Information [tems

v
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N

»)

are forwarding the following recent information items:

Arthur Levitt Letter on SEC’s Efforts to Combat Securities Fraud -- Erskine
forwards a letter from Levitt (apparently prompted by an inquiry you made) on the SEC"s
efforts to fight fraud in the securities markets; Levitt writes, “the short answer is that.
while we can never eliminate all abuses, [ believe the SEC is doing everything it can and
should do to protect investors;” sets forth his three-prong strategy of enforcement.
regulation and prevention; please see letter for details.

Berger Memo on Legal Status of Liberian President Taylor -- you asked Sandy
whether we could seek assistance from the Massachusetts Attorney General to resolve an
outstanding arrest warrant for Liberian president Charles Taylor stemming from his 1987
escape from a Plymouth, Mass. jail: Sandy responds that it’s a matter for the Plymouth
County DA and Sheriff; the Mass. AG doesn’t have authority to drop the charges: DOJ
has advised the State Department that it would intercede with local authorities if doing so
were desirable on foreign policy grounds; State is not prepared to have DOJ do so; would
be highly unusual and Taylor has mixed record on human rights and democratization;
NSC concurs; Sandy notes that, as a head of state, Taylor is entitled to immunity from
arrest and other legal process in the U.S.

Survey on School Modernization forwarded by Rahm -- Greenberg Research survey
suggests education is a major national priority driven by the quality of public educatior:
there is strong bi-partisan support for a $30B, 10-year federal school modernization
proposal; public's concern about ciass size, technology, academic standards and
discipline drives support for the preposal: voters choose school modernization
overwhelmingly over other federal pricrities: Rahm believes issue of school construction
should not be about the problems of ihe inner city but rather abmnﬂm_nppgw_tl_e_s,m

-pravides to improve learning. discipline, and class size; issue must be positioned in larger
cantext to gamer greatest public suppert.

Stephen Cohen Memo on Middle Fast Peace Process forwarded by Rahm -- Rahm
sends you another Cohen memo on the Middle East (we understand Sandy gave you one
last week); Cohen says U.S. must express the urgency, danger, and hope welling up in the
people of the region and the expectations they have that their leaders will rise above
tactical considerations to act now; please see memo for details.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays: John Sweeney (AFL-
CIO) . Jay Mazur (UNITE). George Becker (Steelworkers). Bob Georgine
(Bldg/Construction Trades). Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers). Sandy Feldman (Teachers). Sec. Herman. Sec. Daley. Kitty
Higgins. Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3'%-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyved by union workers: group agreed on importance ot
organizing: need for wages to reflect productivity gains: benefits to workers of
organizing; possibility of greater union support for issues like climate change and fast
track in a society where more workers were organized: Karen attaches background info.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995.
and will lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33: the
Social Security projection may also be lowered by about the same amount; please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDA’s efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997:
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

make classical music available to some 100,000 Georgia newborns each year; Mack

pNote from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to

attaches copy of news article.
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- December 30, 1997
N\

\m e
MEMORANDUM TO THE PRESYDENT i

| no.m-...“l“‘——o
THROUGH JOHN D. PODESTA &Y cos
FROM KAREN A. TRAMONTANO
SUBJECT LABOR DINNER

On December 17, 1997 John Podesta and I arranged a working dinner
for labor and administration officials. In addition to John Sweeney, who cut
short his European trip to attend, we had union leaders representing every
industry: Jay Mazur, UNITE; George Becker, Steelworkers; Bob Georgine,
Building & Construction Trades; Andy Stern, Service Employees; Doug
Dority, Food & Commercial Workers; and Sandy Feldman, Teachers.

In addition to John your administration was represented by Alexis
Herman, Bill Daley, Kitty Higgins, Frank Raines and Gene Sperling. The Vice
President dropped by at beginning to encourage the dialogue.

The purpose of the dinner was to engage in a dialogue with labor about
organizing workers and step away from our usual discussion about lists of
issues and promises.

Podesta facilitated the three and one-half dialogue during which we
learned about labor’s efforts to organize industries and the tremendous
challenges workers face just to have the opportunity to be represented by a
union. Given that your Council of Economic Advisors has determined that
there is at least a 10% premium for workers who are organized, we wanted to
know in the face of getting higher wages and benefits why the organized work
force has declined in the past twenty years.

As you know, the answer is not a simple one. But, one factor above all
others came through in the evening’s conversation; when employers oppose a
union election, workers generally will not have the opportunity to be
represented by the union, even when they vote for the union.



In the end we agreed upon several economic principals that will guide
our next steps:

1. Ronald Reagan did more to discourage organizing among workers
than any other sitting President. As a Democratic Administration that
supports organizing, we are committed to investigating the opportunities we
may have to support the right of workers to exercise their free choice to vote
for a union;

2. Since workers who are organized get paid at least 10% more than
non-organized workers, it is in our interest to see whether organizing will result
in more workers receiving a greater share in the growing economy;

3. Forty years ago when unions represented 1 out of 3 workers, unions
set the wage and benefit rates and workers wages reflected productivity gains.
Now, unions represent only 14% of all workers, they are not setting wage and
benefit rates and wages do not fully reflect today’s productivity gains.

4. Unions serve a number of roles in society, one of which is to
redistribute wealth by correcting for an imbalance of power between capital
and labor. In redistributing wealth, unions have been an effective tool in
taking some members of society from poverty to the working and middle
classes.

One last thought, the premium for organizing workers is very high,
unofficial estimates are as high as $5,000 per worker. With this high cost, it is
difficult for labor to examine proposals that they fear will result in fewer
organized workers e.g. climate change and fast track. If the culture for
organizing were sufficiently changed such that society valued a workers’ free
right to chose over employers’ efforts to impede that right, it may be far easier
to bring labor to the table on issues that impact the future economy.

I have attached some information that was distributed at the meeting for
your review.
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Declining Density = Declining Bargaining Power
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1995

Union Wage and Benefit Premium
(1995 Dollars) -

All Workers Wages | Insurance | Pension | Total

Union $16.69 $2.24 $1.15 $22.40
Nonunion $13.35 $0.98 $0.42 $16.26
Union Premium

Dollars $3.34 $1.26 $0.73 $6.14

Percent 25.0% | 1286% | 173.8% | 37.8%

Source; EPI




Wage Premiums for
Unionized Nurse Aides and Janitors

| |

Janitors and cleaners (18%
unionized)
$1063
O Non-union
@ Union

Nursing aides, orderlies,
attendants (14% unionized)

Hourly Wages
$- $2.00 $4.00 $6.00 $8.00 $10 00 $12.00

Source: 1997 Current Population Survey. Data compiled in "Union Membership and Eamings Data
Book," ¢. 1997 by the Bureau of National Aflairs.



Union Density (Membership as % of Employment)

U.S. (1945-1996) vs. Canada (1950-1989)
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Source: 1945-76 data from BL.S Handbook of Labor Statistics, Dec. 1980; 1977-1996 data from CPS May 1970-1980; Annual Averages, 1983 1996, Note: 1945760 and
1977-96 data are not comparable due to diflerences in data collection. 1945-76 data selt-reported o DOLL by unions. 1977-96 data from CPS._ 1981 and 19K figures not
available because CPS data was not compiled. Canadian data from Jelle Visser, gross density series (1992a), Amsterdam School for Sucial Science Rescarch
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®ur Impact

1994 1896

Cremeans (R) 91,263 111,907
Strickland (D) 87,861 118,003

Margin: -3,402 +6,096
Union Members Make a Difference

Union Membership 50,974 50,974
Registered 32,114 32,930
Turnout 18,626 (58%) 23,051 (70%)
Dem Vote 11,364 (61%) 15,675 (68%)
Rep Vote 7,264 (39%) 7,376 (32%)

Union Margin: 4,097 8,299 IR [¢)

03/14/1997
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CHART OF THE WEEK

Long-Term Trends in Union Membership
40
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Unions represented about a third of all employed workers in the decade following World
War I, but they represent only about 14 percent today. Through the 1960s and 1970s.
union membership continued to grow, but more slowly than employment. More recently,
membership has been falling. In 1996, 16.3 million workers were union members, down
from a peak of 20.2 million in 1978. Reasons for the decline include increasing
employment in less-unionized sectors (services), regions (the South), and demographic
groups (women), as well as intensified management opposition to unions (see Weekly
Economic Briefing, September 12, 1994).



CURRENT DEVELOPMENT

Trends in Union Membership and Earnings

At least three aspects of trends in union membership

and earnings are noteworthy.

Union Membership

45 — - Membership trends. The overall
40&\/—_’__/,¥ decline in membership has been
- D concentrated in the private sector (see
s upper chart). While the share of private
sector workers who are union members
fell from 16.5 percent in 1983 to

w
w

=3
o

"
o

Prvate sector

Percenl of employment
L]
o

151 i 10.2 percent in 1996, the share of public
of T “Hn sector workers has remained roughly
T e T constant at about 37 percent.

Compensation trends. Compensation has often
changed at different rates in the unionized and non-
unionized sectors of the economy (see lower chart).
During much of the 1980s, for example.
compensation grew more slowly in the unionized
sector than in the rest of the economy, and more
slowly than inflation. More recently, the trends have
been similar in both sectors.

Real Compensation Growth by Union Status Wage premium. Weekly eamnings for
i the typical unionized worker were about

i Urionized
4+ i

a third higher than those of the typical
non-unionized worker in 1996. Part of
: this difference reflects the fact that
[ W m ant [P\ unionized workers tend to be
0 ,l - "W WAW . 'V“‘\i concentrated in higher paying jobs (in
. UW larger firms, wurban areas, and
: manufacturing and public utilities
e T T industries). Unionized firms faced with
higher wages may also have the ability to
screen for and select workers with better-than-average
skills and training from the queue of workers seeking
union-wage jobs. Nevertheless, econometric studies
that try to control for these other factors suggest that
working in a unionized firm raises a worker’s
earnings by 10 to 15 percent. In short, being in a
union matters, even after taking other factors into
account.

Non-umionized
4
, it

4-quarter percent change

)
w89

Weekly Economic Briefing 1 February 14, 1997
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays: John Sweenev (AFL-
ClIO) , Jay Mazur (UNITE). George Becker (Steelworkers). Bob Georgine
(Bldg/Construction Trades). Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers). Sandy Feldman (Teachers). Sec. Herman. Sec. Daley. Kitty
Higgins. Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3'4-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoved by union workers: group agreed on importance ot
organizing; need for wages to reflect productivity gains: benefits to workers of
organizing; possibility of greater union support for issues like climate change and fast
track in a society where more workers were organized; Karen attaches background into.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995.

ill lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33: the
Social Security projection may also be lowered by about the same amount: please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman's update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDA’s efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997:
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

make classical music available to some 100,000 Georgia newborns each year; Mack

F\Note from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to
)

attaches copy of news article.
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o EXECUTIVE OFFICE OF THE PRESIDENT e

e WASHINGTON, D.C. 20500
s

THE CHAIRMAN

January 281, 1998

MEMORANDUM FOR THE P DENT

FROM: JANET L. YELLEN /;; sl & /r b

SUBJECT: BLS Methodological Improvements

As shown in the attached table, the BLS has made methodological improvements that we
estimate to have lowered the annual increase in the CPI by 0.28 percentage point since 1995.
More improvements are in train through 1999, and we estimate that these will lower the CPI by a
> further 0.41 percentage point. In sum, BLS actions since 1995 have or are expected to lower the
f—\ increase in the CPI by 0.69 percentage point by 1999. Of this total, 0.36 percentage point had
been anticipated by the Boskin Commission and by those responsible for the long-run Social
Security projection. The Boskin Commission would probably lower their estimate of the CPI
bias by 0.33 percentage point. Similarly the Social Security projection of the CPI might also be

lowered by this same 0.33 percentage point--give or take a bit reflecting disagreement on how to
score these effects.

—

The BLS has requested further budget authority to fund programs that would increase the
agency’s ability to measure substitution and quality changes, as detailed on the last page of the
table. The upper-level substitution effects (about 0.15 percentage point per year) would be
igcorporated in a separate annual index. (The BLS already produces measures of upper-level

itution bias; these new programs would produce a more accurate estimate.) However, new
would be required for this--or the existing-- index to be used in the Social Security
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Table 1: Recent and Prospective Methodological Changes to the CPI

Change Date | Effect | Reduces Reduces Description
on CPI | Boskin est. | SS proj.

Generic 1/95 |-.01 yes yes Generic drugs had been considered different drugs than the proprietary

prescription brands that they replaced. With this change, generic drugs are now

drugs considered perfect substitutes.

Food-at- 1/95 |-.04 no no Fixed the so-called “formula bias” in the food category where it caused

home the most problems. Already accounted for in Boskin & SS estimates.

seasoning

Owners’ 1/95 |-.10 no no The BLS follows the rent of renters who live in neighborhoods that are

equivalent primarily occupied by homeowners. After it was discovered that the

rent formula old formula for aggregating these rents was biased upwards, the
aggregation formula was revised to eliminate this bias. Already
accounted for in Boskin & SS estimates.

Rent 1/95 | +.03 no no Rents had been measured at both 1- and 6-month intervals, and both

composite changes were used in estimating the CPI. But after it was discovered

estimator that the 1-month changes were biased towards showing no change,
only the 6-month changes were used. Already accounted for in Boskin
& SS estimates.

General 6/96 | -.10 no no Fixed the so-called “Formula bias” in the non-food categories.

Seasoning Estimated to have lowered the CPI by 0.1 percentage point. Already

accounted for in Boskin & SS estimates.




Change Date | Effect | Effecton Reduces Description
on CPI | Boskin est. | SS proj.

Hospital 1/97 |-.06 yes yes In contrast to previous procedures which measured the list price of

Services medical inputs (such as an hour of physician’s time), the BLS changed

Index to a system of measuring transaction prices on patients bills. Because
transaction prices have not been increasing as fast as list prices, we
estimate that this aspect of the new procedures will lower the increase
of the CPI by 0.06 percentage point per year. However, even larger
effects are possible if the items on billing records turn out to be outputs
rather than inputs--thereby allowing productivity growth to reduce
medical price inflation. In addition, the BLS has now grouped
inpatient and outpatient surgery into the same category. At present, the
agency is aggregating these with fixed weights, but if the agency ever
decides that (much cheaper) outpatient surgery is a substitute for
inpatient surgery, the effect on hospital inflation would be raised
considerably.

Personal 1/98 | -.06 yes yes The BLS will switch to measuring computer prices by the price of

computer intrinsic characteristics (like speed and memory) rather than by

hedonics following price declines among selected models.

Updated 1/98 |-.15 no no Update the market basket from 1982-84 to 1993-95. Already

market accounted for in Boskin & SS estimates.

basket




Change

Date

Effect
on CPI

Reduces

Boskin est.

Reduces
SS proj.

Description

Geometric
means

1/99

-.15

yes

yes

BLS will announce in February 1998 which of the 214 categories (such
as apples, or “prescription drugs” ) will be aggregated using the current
system of arithmetic weighting (which assumes the consumer always
buys, say, 3 Delicious and 2 Macintosh apples) or geometric weighting
(which assumes that the consumer buys more Delicious apples when
they become cheaper). Geometric aggregation is clearly appropriate
for apples, but probably not for prescription drugs. If geometric
aggregation were to be used for every category, it would lower the CPI
by 0.25 percentage point per year, but the BLS is likely to consider it
appropriate for only about half the categories.

Rotation by
item

1/99

-.05

yes

yes

The “Point-of-purchase survey” (POPS) selects which within-category
items (such as which apple variety) consumers purchase and where
they buy them. Currently, the (POPS) is done once every five years on
a regional basis--so that one-fifth of the regions are updated every year.
The BLS will switch to national updating by item--a change that will
allow more frequent item selection in the categories with the most
new-product introductions, such as consumer electronics.

Total of
past &
announced

-.69

-33

-33




Change Date | Effect | Reduces Reduces Description

on CPI | Boskin est. | SS proj.
Proposed:
Data 1799 |? ? 3 Would fund the collection of data to support hedonic quality
collection adjustment.
for hedonics
Consumer 1/00 | ? ? 2 Would increase the sample size for the Consumer Expenditure Survey,
expenditure Although not strictly required, this would facilitate 1) a shorter lag for
survey incorporating new market baskets, and 2) superlative indexes.
expansion
Accelerated | 1/01 | ? ? ? Would reduce the lag in incorporating new market baskets. (For
update example the 1993-95 basket is not being implemented until 1998.
system With a larger CE sample, only a 2-year CE sample would be required

this shortening the lag required for a new market basket.

Superlative | 1/02 | -.15 see see BLS would issue a second superlative index in October for the annual
Indexes comment comment | average of the previous year. Would not lower the published CPI, but,

with new legislation, could be incorporated into government programs.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays: John Sweeney (AFL-
CIO) . Jay Mazur (UNITE). George Becker (Steelworkers). Bob Georgine
(Bldg/Construction Trades). Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers). Sandy Feldman (Teachers). Sec. Herman. Sec. Daley. Kitty
Higgins. Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3'4-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyed by union workers: group agreed on importance ot
organizing; need for wages to reflect productivity gains: benetits to workers of
organizing; possibility of greater union support for issues 'ike climate change and tust
track in a society where more workers were organized; Karen attaches background into.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995.

ill lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33; the
Social Security projection may also be lowered by about the same amount; please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDAs efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997:
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

/make classical music available to some 100,000 Georgia newborns each year; Mack

/ QQ«?%
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pNote from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to

attaches copy of news article.
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THE WHITE HOUSE

WASHINGTON
January 23. 1998

MEMORANDUM FOR THE PRESIDENT

THROUGH: SYLVIA .\MTHEwsf"W
FROM: ANDREW MAYOCK! @

SUBJECT: Small Farmers

On December 17. 1997, you met with a group of small farmers and congressional members.
This memo provides an update on the follow-up items to your meeting. Also. attached is a letter
and a report from Secretary Glickman on follow up steps taken by the United States Department
of Agriculture (USDA).

LEGAL ISSUES

Chuck Ruff and Dawn Chirwa have had regular meetings with USDA and the Department of
Justice (DOJ) to coordinate efforts to resolve discrimination complaints filed by African-
American farmers. Ruff and Chirwa focused particular attention on resolving the outstanding
legal issues involved with the Eddie Ross administrative settlement. The following paragraphs
provide details on the status of the complaints:

. DOJ/USDA Coordination. Ruff and Chirwa are working with Justice and USDA to set up a
high-level. DOJ-USDA working group to coordinate discrimination issues at USDA. The group
will include the DOJ Civil Rights Division, which has not been involved in the matter to this
point. USDA will continue to investigate cases and work on negotiating settlements in
appropriate cases. Last week, David Harris, the new USDA Associate General Counsel for Civil
Rights, started work. This addition should help intensify efforts within USDA’s General
Counsel’s office.

Congressional Black Caucus. On January 13, Chuck Ruff and Dawn Chirwa met with
Representatives Clayton and Thompson and other CBC members’ staff to: 1) reinforce your
commitment to making the issues of small farmers a priority, particularly the egregious cases of
discrimination against African-American farmers; 2) update them on the status of African-
American farmers’ cases; and 3) brief them on White House Counsel’s efforts regarding these
cases. The meeting was constructive, and Representatives Clayton and Thompson appeared
pleased with our efforts in this area.



Ross Case. A final resolution has not been reached with regard to the legal issues of the Ross’
case. Ross is an African-American farmer with whom USDA had reached a settiement after
determining that he was the victim of discrimination. However. his settlement was held by DOJ.
pending resolution of statute of limitations issues. Over the past few weeks. DOJ has been
working to determine whether the facts in Ross™ case demonstrate that an equitable remedy is
available. DOJ believes that they will reach a final resolution shortly. hopefully this week.

Mediation. To date. Justice has agreed to enter into mediation with the tarmers who have filed a
class action lawsuit. The first mediation hearings will be held on February 4 and will involve 12
individual cases for which the statute of limitations has not tolled. DOJ intends 10 mediate these
cases without statute of limitations problems first. Next. they will work with the plaintitts with
statute of limitations issues. Additionally. the mediation order allows farmers who are part of the
putative class to choose to have their claims processed through the USDA administrative process.
if they so desire. '

Antitrust. During your meeting with the small farmers. you discussed antitrust issues.
Following the meeting, White House Counsel contacted DOJ to inquire about farming antitrust
issues. DOJ provided information on a number of antitrust actions the agency has taken in aid of
small farmers and rural America. These actions include: 1) enforcement action against
individuals attempting to suppress prices paid to farmers; 2) enforcement action against a
proposed dairy cooperative merger; and 3) the establishment of a Meat Monitoring Group in
response to concerns over undue concentration in the livestock and meatpacking industries. In
fact. the Meat Monitoring Group efforts led to a criminal indictment in one case. Ruff and
Chirwa are working with Justice to determine other actions which can be taken in this area.

POLICY

Working Group on Farm Policy. The Domestic Policy Council (DPC) has established a
working group to research and promote high-profile issues of interest to farmers. DPC’s Tom
Freedman is coordinating the working group, which includes representatives from USDA (Carl
Whillock). the Treasury Department and the following White House offices: National Economic
Council, Council of Economic Advisers and Public Liaison. The first meeting of the group
focused on significant rural issues that are suitable for Presidential announcement, including:

1) [IRA-style accounts for family farmers to guard against losses: and 2) whole farm insurance.
which is insurance that covers not just a crop, but an entire farm's revenue.

LEGISLATIVE AFFAIRS

Legislative Plan. Legislative Affairs is working with USDA to prepare a plan that will address
the program and budget issues raised during your meeting. The draft legislation includes the
following provisions: 1) provide farmers with increased access to credit; 2) modernize the Farm
Service Agency by federalizing county workers; 3) address the repeal of harsh restrictions in the
Freedom to Farm Bill; and 4) increase budget allocations for loans and loan guarantees.
Legislative Affairs is working with Representative Clayton, Senator Robb and other Members to
ensure that this legislation receives serious consideration during this session.



Legislative Correspondence. At your meeting. Senator Robb submitted a tobacco tarmer
proposal to you. On January 12. 1998. a response was sent from you to Senator Robb.
Representative McKinney sent vou a letter regarding the discrimination complaints. On January
16. 1998. a letter was sent from Ruft to Representative McKinney.

MER'S R 'EST
At yvour meeting a number of farmers personally brought letters for you. Barbara Woolley of the
Oftice of Public Liaison coordinated the tollow-up actions on these items.

Meetings With Tobacco Farmers. Ralph Paige requested to meet with you on tobacco issues.
Bruce Reed and/or Elena Kagan will hold meetings with Paige and other tobacco tarm
representatives to explain the Administration’s position on tobacco and discuss ways to meet the
needs of tobacco farmers. Karen Armstrong-Cummins requested that vou participate in a
“Tobacco Summit™ in Kentucky. Secretary Glickman will travel to Kentucky to meet with
Armstrong-Cummins and other tobacco representatives. (Armstrong-Cummins will also be part
of the upcoming DPC meeting on tobacco issues.)

1898 Centennial Foundation. Bolton Anthony and Bertha Todd requested that you attend
opening ceremonies for a community-wide race dialogue sponsored by 1898 Centennial
Foundation in Wilmington, North Carolina. You were unable to attend the event. On January
17. 1998, a Presidential message was sent to the 1898 Centennial Foundation to be read at the
ceremonies.

Business Plan for Native American Bank. At your meeting, Bob Miller submitted a business
plan for a bank owned by Native Americans. A thank you note was sent from you to Miller. and
USDA will follow up with Miller on the business plan idea.

Hmong Farmers. Toulu Thao submitted a proposal for additional funding for a finance project
administered by the Hmong American Community. A thank you note is being sent from you to
Thao. The plan was forwarded to Carl Whillock and is being evaluated by USDA. Furthermore.
in Fresno, California, USDA has hired a temporary county office employee who is fluent in
Hmong to help the Farm Services Agency communicate with Hmong farmers in the region. Thao
farms in the Fresno area.

Dairy Operation Notebook. Doug Henderson submitted a notebook on his dairy operation. A
thank you note from you is being sent to Henderson.

Small Farms Commission. Harold Volkmer submitted draft excerpts from the report of the
Small Farms Commission. A thank you note is being sent to Volkmer. The final report was
issued on January 22, 1998.

Gary Cornelius. You received a letter, t-shirts and gourmet okra from Gary Cornelius. A thank
you letter is being sent to Cornelius from you.

LS



MEMORANDUM FOR THE PRESIDENT

From: Secretary Dan Glickman

Subject: December 17, 1997 Meeting with Small and Minority Farmers

Following up on the December 17, 1997 meeting you had with small and
minority farmers, we prepared the attached report describing the wide range
of Departmental actions on civil rights and small and socially disadvantaged
farm issues that we are pursuing. | also want to take this opportunity to share
my perspectives on the meeting and the issues that were raised.

It will take time to heal fully the wounds caused from the Department’s
historic failure to address its civil rights problems. | am determined that
righting that record will be one of my legacies and | have devoted, and
continue to devote, an enormous amount of my personal time to this effort.

Many of the new complaints we have received this year are in fact complaints
based on alleged USDA discrimination years ago. Civil Rights Commission
Chairwoman Mary Frances Berry told me this would happen when | met with
her last year about these issues. Now that we have confronted the past, and
rebuilt a system that was dismantled in the 1980's to handle these complaints
and are working our way through the backlog, people are coming forward and
have faith that USDA will treat them fairly.

But there may be obvious legal barriers to our ability to resolve every
complaint. The most vocal complaint raised in the meeting was from a
gentleman who believes he was discriminated against in the early 1980's. Yet
the sad, and difficult, fact is that we may not have the legal ability, even in
court, to compensate him if we caused him harm. We are working with the
Department of Justice and White House Counsel on problems raised by the
statute of limitations and | am working on legislation that would waive the
statute to enable me to settle these complaints.



MEMORANDUM FOR THE PRESIDENT
From Secretary Glickman
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Page 2

Nonetheless in 1997, we resolved about 200 program complaints. Of those,
about 60% were either withdrawn by the complainant or were dismissed
because we did not find enough evidence to substantiate a finding of
discrimination. We were able to do so because our Office of Civil Rights has
restaffed itself to full strength and brought in 10 outside contractors to
investigate claims. We have a new associate general counsel for civil rights
and he is putting his office together. | am confident that over the next several
months, we will begin to show real progress towards working down the
remaining backlog.

Meanwhile, we have begun mediating the pending class action discrimination
lawsuit, which was discussed during our meeting. Judicial proceedings have
been stayed for 6 months, and mediation sessions, under the supervision of an
independent, court-appointed mediator, will be conducted 3 days each week
beginning in February.

Notwithstanding the progress we have made and are making, the Department
will continue to be criticized until people see that we have cleaned up the
messes from the past and have institutionalized a civil rights system with teeth
and integrity. That’s going to take some time. It is simply not possible to fix
in one year the problems that have occurred over decades. But | am firmly
committed to getting the job done.

During the meeting, | was struck by how the discussion of the needs of small
farmers resonated with every farmer in the room. Discrimination obviously

adds a deeper difficulty for small minority farmers, but everyone seemed to
agree about the needs of small farmers on the issues we discussed.

Fixing the credit provisions of the Farm Bill is essential. During the farm crisis
of the 1980's, Congress encouraged farmers to take write-offs and other forms
of debt relief to help them stay on their farms. Then it turned around in the
1996 Farm Bill and made everyone who ever had a write-off of USDA debt
ineligible for any new loans. That is more onerous than bankruptcy law, since
it is a lifetime ban. As lender of last resort, USDA only provides loans to
people who cannot get credit anywhere else. So we have thousands of
farmers, many of them small and socially disadvantaged, who lack access to
any credit as a result of this provision.
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| strongly support repeal of this provision and have gone on record several
times, including in testimony before Congress, asking that Congress overturn
this part of the Farm Bill.

We also need to ensure that USDA engages in aggressive outreach and technical
assistance efforts to ensure that small and socially disadvantaged farmers have
access to our credit programs. That is why | believe it is so important that we
have established an Office of Outreach in USDA and will be seeking full funding
for our outreach program, which will be included in your FY99 budget.

But credit and outreach alone are not enough. Small and socially
disadvantaged farmers may have a variety of other needs that must be
addressed for them to be successful, ranging from conservation assistance, risk
management, to business planning for a farmers market or farmer owned
cooperative or market development for new crops or products.

The fundamental challenge, then, is to do better outreach not just on credit,
but to deliver an integrated package of information and assistance to help
small and socially disadvantaged farmers not only survive, but expand. A
bureaucratic, stove-pipe approach will not work. We need to develop a
seamless web of assistance.

The National Commission on Small Farms is presenting its report to me on
January 22, 1998. | am going to appoint Deputy Secretary Rominger to head up
an interagency action team that will develop an integrated Departmental
response to the report. | will keep you posted on our progress.

| have been actively engaged in addressing the concentration issue,
particularly in meatpacking, and we have taken a number of actions both on
the enforcement front and in terms of providing producers with better market
information to try and level the playing field.

Four firms control about 80 percent of the market, but the most
comprehensive studies do not find a significant adverse effect on prices or
competition. We’ve also been supportive of efforts to establish marketing
alliances and farmer-owned beef cooperatives, and | suspect there will be
growing interest in this area. Senator Daschle is very interested in this issue,
which is likely to heat up again if beef prices remain low.
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There’s no easy answer to the dairy issue. Congress gave other producers
payments as an incentive for the transition to a market-oriented farm policy,
but left dairy producers out in the cold. Congress also told us in the Farm Bill
to reform the milk marketing order system, but took away virtually all of the
other traditional tools we had in the past to support dairy prices.

Next Friday, January 23, 1998, we are going to propose a transition to a more
market-oriented and consolidated milk marketing order system as well as a
mechanism to provide producers with extra income as we make this transition.
We will get tremendous criticism from many areas of the country, but we will
be criticized no matter what we do. | expect Members of Congress and
Senators, and others, will pressure the White House to weigh in as we go
through this process.

On the tobacco front, we are going to continue working with Congress in an
attempt to ensure that the interests of tobacco farmers are adequately
addressed by the tobacco settlement. It’s a tricky issue, since farmers get a
much greater return per acre from tobacco than from any other crop, most
tobacco farmers are small, and many of them are African-American.

Your FY99 budget request includes a strong package of assistance in response
to the concerns that have been raised about civil rights and small farmers and
that were included in the Department’s February, 1997 Civil Rights Action
Team report. The Administration’s 1998 supplemental budget request also
contains critical funding for our civil rights program. We are going to push
hard to see that Congress meets our needs on these issues.

We are working on legislation to address many of the civil rights concerns.
Rep. Larry Combest, who is chairman of the subcommittee with jurisdiction, is
interested in fixing the credit problem, but Chairman Lugar is likely to be
reluctant about changing the Farm Bill. We will also continue to work closely
with Rep. Clayton and the entire Congressional Black Caucus on these issues.

| will continue to keep you posted on our efforts.
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EXECUTIVE SUMMARY

This report is a snapshot of U.S. Department of Agriculture (USDA) efforts to improve
services to traditionally under-served and under-represented groups -- small and minority farmers
and ranchers.

In December 1996, Secretary Glickman appointed the USDA Civil Rights Action Team
(CRAT) to examine civil rights at USDA. In February 1997, CRAT released its report, and as of
today eighty-five of the report’s 92 recommendations have been or are being implemented.

One of the CRAT’s recommendations was forming commission to develop a national
policy on small farms and in July 1997, the Secretary appointed a 30-member National
Commission on Small Farms, chaired by former Congressman Harold Volkmer. The
Commission will release its findings and recommendations on January 22, 1998.

This report addresses the many initiatives underway to provide information and access for
the Nation’s small and minority farmers to USDA programs and to sustain an environment which
treats all employees and customers with dignity and respect.

L. Civil Rights Action Team Initiatives: The civil rights action team initiatives have
resulted in a tough new civil rights policy, a reorganized Office of Civil Rights, civil rights

performance reviews for administrators, creation of an Office of Outreach, hiring an Associate
General Counsel for Civil Rights, halting foreclosures of USDA farm loans pending a civil rights
review, improving the Census of Agriculture to count accurately Native American farmers, and
increased minority representation on Farm Service Agency (FSA) state committees.

IL. CRAT Funding and Legislation: The Administration will propose a supplemental
appropriation for fiscal year 1998 to support civil rights work in USDA’s Office of Departmental
Administration and the Office of the General Counsel. The President’s FY 1999 budget request
contains $252.1 million to fund civil rights initiatives. USDA is working on legislation which
would authorize additional civil rights initiatives.

II. Small Farms Commission: The Secretary appointed a National Commission on
Small Farms in July 1997. The Commission will be releasing its report on January 22, 1998.

Deputy Secretary Rominger will lead an interagency team to use the Commission’s
recommendations to develop a comprehensive strategy to assist small farmers.

IV.  Agriculture Credit: The President’s Fiscal Year 1999 budget will support the
maximum authorized levels Farm Ownership Loans and Farm Operating Loans; FSA has issued
regulations to streamline farm loan forms and procedures; and USDA supports legislation to
change provisions of the 1996 Farm Bill which bar farmers from receiving additional credit from

USDA Small and Minority Farmers Initiatives
January 19, 1998--Page 2



USDA if their previous loans were written down -- a provision that severely limits access to
credit for small and minority farmers.

V. Market Access and Concentration: To ensure small farmers have the tools they
need to compete, USDA is taking or has already taken several actions. Secretary Glickman
established an Advisory Committee on Agricultural Concentration in 1996, and many of its
recommendations have been implemented. The Grain Inspection, Packers and Stockyards
Administration is being reorganized; USDA is using its rural development funds to foster
cooperative development; USDA has proposed legislation to ensure that small farmers are treated
fairly in the marketplace; USDA has stepped up monitoring of meat packing trade practices:
farmers markets are being sponsored; and USDA is creating opportunities for small farmers to
increase sales to agencies that sell and distribute commodities.

VI.  Information and Outreach: USDA established an Office of Outreach to lead
Department-wide outreach efforts; farmers are being educated about new market strategies, and
agencies are developing plans to reach the under-served.

VII.  Dairy: To assist dairy farmers, USDA has expanded dairy exports and purchases
for nutrition programs. As part federal milk marketing order reform, USDA will propose a
temporary floor on milk prices to protect small dairy farmers from further price declines; and
USDA will be implementing a pilot project which will allow farmers to lock-in minimum prices
for their milk.

VII. Tobacco: Small and minority farmers would suffer severe economic dislocation if
the current tobacco price support is eliminated. As part of the debate over a national tobacco
settlement, Congress is studying several bills to provide assistance to tobacco farmers and
communities dependent on tobacco production. The Administration has stated that it will work
with Congress in an attempt to ensure that the needs of tobacco farmers are addressed adequately.

USDA Small and Minority Farmers Initiatives
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U.S. Department of Agriculture
Initiatives to Serve Small and Minority Farmers

The U.S. Department of Agriculture (USDA) has a comprehensive plan for helping small
and minority farmers and improving the civil rights climate at the Department. based in large part
on Civil Rights at the United States Department of Agriculture -- A Report by the Civil Rights
Action Team (CRAT) released February 28, 1997.

The CRAT Report provided an ambitious blueprint for USDA to follow in addressing
civil rights issues in the areas of organizational structure, management commitment, program
delivery and outreach, and workforce diversity and employment practices. For the past year, a
comprehensive USDA-wide effort has made significant progress and 85 of the 92
recommendations contained in the CRAT report have been or are being implemented; significant
progress has been made, but there is still more work to be accomplished.

I. CRAT INITIATIVES TO INSTITUTIONALIZE CHANGES

. USDA has reorganized and strengthened the Office of Civil Rights. This has included
developing and implementing a plan to investigate and adjudicate the backlog of cases,
hiring qualified staff, tracking complaints, monitoring accountability and compliance, and
streamlining the program and employment discrimination complaints process.

. New legal resources have been devoted to civil rights with the establishment of an
Associate General Counsel for Civil Rights. That position was filled in January 1998;
however, funding under a supplemental appropriations request is needed for this office to
be staffed fully.

. Since January 1997, USDA resolved 201 of the 1,088 backlog program discrimination
complaints, including some cases which dated back to the mid-1980's, for total
settlements over $3 million. There have been 11 major financial settlements. Of the
pending complaints, a little more than one-half allege discrimination based on race; the
rest involve other factors such as age, gender, or national origin. Of the race-based
complaints pertaining to all USDA programs, African Americans represent about 60%
and about 12% of the cases involving USDA’s farm credit programs

. A class action lawsuit was filed against USDA in August of 1997, alleging discriminatory
practices against all black farmers between January 1, 1983 and February 21, 1997. The
suit now includes about 201 named plaintiffs in about 20 states. On December 19, all
parties agreed to a six-month mediation process to try to settle the complaints.
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In the Eddie Ross discrimination complaint. another high profile case, USDA reached a
settlement with Mr. Ross, which is currently under review by the Department of Justice.

The Secretary established a new Office of Outreach in August 1997. This new office will
coordinate program delivery and outreach efforts throughout USDA, focusing on reaching
small and socially disadvantaged farmers. USDA will appoint outreach liaison positions
in each agency and outreach councils will be appointed at the National and state levels.
The President’s 1999 budget will request full funding of $10 million for the Siall Farmer
Outreach Training and Technical Assistance Program, the Section 2501 program.

In April 1997, USDA halted all foreclosures of all USDA farm loan pending a review of
each case. An independent review team reviewed 3,148 of the 4,500 pending
foreclosures. Actions were halted on 116 cases, pending investigations of possible civil
rights violations. USDA has now directed each state to appoint a diverse Civil Rights
Independent Review group, representative of the state’s population, to review each case
and future cases to determine if discrimination or inequitable treatment contributed to the
failure of each farming operation.

Effective October 1, 1998, all agency administrators will be rated on their civil rights
accomplishments by the Assistant Secretary of Administration, a process which will
evaluate the extent to which administrators are meeting USDA’s civil rights goals and
objectives contained in a civil rights implementation plan developed for each agency head
or staff office director.

USDA'’s Civil Rights Policy requires all employees to treat co-workers and customers
fairly and equitably, with dignity and respect. There are no exceptions and no excuses.

USDA'’s Risk Management Agency (RMA), Natural Resources Conservation Service
(NRCS) and Farm Service Agency (FSA), have established outreach offices. RMA has
entered into cooperative agreements with minority community-based organizations to
provide outreach activities to under-represented groups that are not normally reached by
traditional methods. The Forest Service has developed a Memorandum of Understanding
(MOU) with the National Association of Black Farmers and the USDA Coalition of
Minority Employees. The Office of Outreach will coordinate efforts to ensure that small
and socially-disadvantaged farmers have access to all USDA programs.

USDA has increased the minority representation on its FSA state committees. In 1997,
46 percent of the 222 FSA state committee members were women and minorities, an
increase of 10 percent from 1996. These committees serve as advisors to the State
Executive Director and hear appeals of county office decisions.

To ensure an accurate picture of minority farm ownership, USDA is creating a voluntary
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registry of minority land, that will establish a baseline of minority farmland ownership
which can be monitored over time. To ensure that the Census of Agriculture accurately
counts minority farms, USDA has designed a procedure to estimate the number of Native
American farm operators on every reservation instead of counting a reservation as one
farm. which has occurred in the past.

[I. CRAT FUNDING AND LEGISLATION

USDA is seeking a 1998 supplemental appropriation of $5.0 million to support

Departmental Administration (DA) as well as the civil rights unit in the Office ot General
Counsel. Without these funds, the civil rights efforts supported by DA will be in jeopardy
and would require reductions-in-force in human resources management and procurement.

Several legislative proposals were introduced by Congress last year addressing some of
the recommendations contained in the CRAT report. Secretary Glickman is working on a
legislative proposal for civil rights initiatives that would modernize the Farm Service
Agency state and county committee system, improve access to credit, increase
opportunities for participation in environmental and conservation programs, and help
ensure equity in funding for minority-serving educational institutions.

In addition, the President’s FY 1999 budget contains provisions for $252.1 million for
funding the following civil rights initiatives reccommended by the CRAT, including --

Civil rights activities $20 million
Small Farms Research Initiative $4 million
Minority-Serving Educational Institutions $18 million
Outreach to Socially Disadvantaged Farmers and Ranchers * $10 million
Extension Indian Reservation Program $5 million
Farm Ownership and Farm Operating Direct Loan Programs $47 million*
Farm Labor Housing Program $30 million
Address the Needs of Farm Workers $7 million
Civil Rights Division within the Office of General Counsel $1.1 million
Environmental Quality Incentives Program $100 million
Total: $252 million

(*A $47 million appropriation will support a direct and guaranteed farm
ownership and loan program at the fully authorized levels.)

III. SMALL FARMS COMMISSION

The Secretary appointed a 30-member National Commission on Small Farms, chaired by
former Congressman Harold Volkmer, in July, 1997. On January 22, 1998, the
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Commission will release its recommended national strategy for small farms and ranches.
that will include steps for USDA to take on research. credit. outreach. rural development.
marketing, and other USDA programs.

. An interagency action team, headed by Deputy Secretary Rominger, will utilize the
Commission’s report to develop and implement a nationwide initiative to assist small and
socially disadvantaged farmers.

IV. AGRICULTURE CREDIT

USDA has implemented several initiatives to serve better traditionally under-served
constituencies, and supports legislation to overturn the restrictive and onerous provisions of the
1996 Farm Bill that prohibit farmers from receiving additional credit from USDA if their
previous loans were written down and to fund fully its farm ownership and operation loan
programs. The following credit initiatives and the efforts outlined in other sections of this report
detail USDA activities to achieve this end.

. USDA has increased the use of farm loan programs by minority and women farmers. In
FY 1993, USDA direct lending, ownership and operating loans to minority and women
farmers totaled $46 million. In FY 1997, this total increased to $81 million, an increase
of 74 percent from the 1993 level. In FY 1996, USDA made 1,987 direct loans to
minority or women farmers, 14% of all direct loans. In FY 1997, USDA made 2,111
direct loans to minority or women farmers, 16.3%, a 6 percent increase from FY 96.

. The President’s 1999 budget will request funding to support the maximum authorized
levels for Farm Ownership Direct Loans and Farm Operating Loans; $85 million and
$500 million, respectively.

. The 1996 Farm Bill unfairly excludes farmers from USDA credit by providing that any
farmer who has had a write-off of farm debt to USDA is ineligible for USDA’s loan
programs. As a result, many small and socially disadvantaged farmers are not eligible for
USDA loan programs. USDA strongly supports the repeal of this provision.

. To promote guaranteed lending for small farmers and to reduce barriers to guaranteed
lending, FSA will be proposing rules to implement the Preferred Lender program and the
Short Form Application for guaranteed loans. Regulations are being drafted by FSA
which will streamline forms and procedures for borrowers and simplify programs.

. USDA is developing a pilot program with a consortium of minority owned banks to
increase access to the guaranteed loan program by entities participating in the USDA
Small Farmer Outreach, Training and Technical Assistance Program.
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V. MARKET ACCESS/CONCENTRATION

Farmers and ranchers are concerned that Increased concentration among buyers of
agricultural products, particularly livestock buyers, reduces competition and depresses prices
received by farmers. Today, only 4 companies control about 80 percent of the livestock slaughter
in the U.S. USDA has taken a variety of steps to address concerns about concentration.

. USDA established an Advisory Committee on Agricultural Concentration in 1996 and
has implemented many of the Commission’s recommendations to improve market price
information and to ensure that small farmers can compete fairly in today's marketplace.

. The Grain Inspection, Packers and Stockyards Administration (GIPSA) is restructuring its
headquarters and regional offices to pursue more effectively anti-competitive
investigations in the livestock, meat and poultry industries and will be developing
additional regulatory proposals to ensure small producers are treated fairly in the
marketplace. GIPSA has been working closely with the Department of Justice to
investigate antitrust issues in the livestock industry.

. USDA has intensified monitoring of trade practices in the meat packing industry to
protect farmers from unfair trade practices. To this end, USDA brought an administrative
enforcement action against IBP, the largest meatpacker, and recently appealed an adverse
decision to USDA’s judicial officer. USDA also has three major on-going investigations
into possible unfair trade practices in various sectors of the livestock industry.

. USDA has proposed legislation which would provide an important tool for those sellers
who have not been paid for their goods to recover money owed them. USDA has
proposed legislation to protect poultry growers by giving USDA the authority to take
administrative enforcement action against poultry companies as well as legislation to
strengthen the rights of farmers under the Agricultural Fair Practices Act.

. The Agriculture Marketing Service (AMS) has recently proposed rules defining organic
agriculture. When final, this program will permit farmers to meet consumer demand for
organic products. Because of its relatively higher costs and greater production
requirements, organic agriculture is well-suited for the small farmer -- and the greater
returns enable the small farmer to stay on the farm.

. In FY 1997, USDA funded 17 projects targeted at value-added cooperative development
utilizing $1.1 million from the Fund for Rural America. In FY 1998, USDA will reserve
$200 million in business and industry guaranteed loans for cooperative development, to
offer farmers opportunities to gain access to new and expanded markets in an increasingly
concentrated market.
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. USDA sponsors and conducts research and surveys on farmers’ markets throughout the
U.S. Today, there are over 2,400 farmers’ markets, compared with just 100 two decades
ago. Farmers' markets have become an extremely successful marketing tool for many
local communities, with sales rivaling those of small- or medium-sized grocery stores.
One recent success partnership is the Thomasville, Georgia collection market. which
links 862 growers from two dozen counties in Georgia and Florida to sell to full time and
seasonal brokers on the Thomasville market. Over 4 million packages of produce, valued
at nearly $35 million moves through this market annually.

. The AMS is working to create opportunities for small and minority producers to sell
products to the agency for use in schools participating in the National School Lunch
Program. AMS is working with the Georgia Department of Agriculture and farmers in
Florida to develop pilot school lunch purchase programs that introduce local. small, or
limited resource farmers and school districts.

. USDA's Office of Small and Disadvantaged Business Utilization (OSDBU) has been
meeting with minority farmers and minority businesses who have partnered to sell food
commodities to USDA agencies. OSDBU is developing procedures for these farmers
and businesses to sell a variety of commodities to AMS and FSA.

VL INFORMATION AND OUTREACH

One of the major concerns addressed by the USDA Advisory Committee on Agricultural
Concentration was that farmers, especially small and minority farmers, do not have enough
information about the market forces affecting prices for agricultural commodities. Limited-
resource and minority farmers often have a difficult time participating in USDA programs
because they do not receive basic information about the programs for which they may be eligible.
Many initiatives are underway throughout the Department to remedy these situations.

. On August 22, 1997 the Office of Outreach was established to lead and coordinate
Department-wide outreach responsibilities and strategies, including utilizing community-
based organizations, and historically black colleges and universities, to ensure that all
small and socially disadvantaged farmers have information about and access to USDA
programs. A guide for USDA employees on how to communicate with under-served
populations-will soon be available.

. AMS is now issuing publications intended to close the information gap between small
and large producers. These include a weekly Forward Contract Slaughter Cattle
Summary Report, a National Carcass Premium and Discount Report and an Expanded
Boxed Beef Report, among others. USDA worked with the land grant university system
to develop a planning program for cattle producers called “Marketing for Today’s Cattle
Market and Beyond.” Twenty nine livestock and farm management experts from 15
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states have cooperated to produce a series of materials to aid producers in comprehensive
planning. To date, workshops have been conducted in over 12 states.

USDA kicked off its Risk Management Education Initiative with a national forum in
Kansas City in September 1997 with plans underway for a more comprehensive
conference in early 1998 using an “expert team approach.” In 1998, RMA is expecting to
award $3 million in grants to support the Risk Management Initiative. RMA will be
meeting with crop insurance industry leaders to develop plans to ensure that under-served
populations are reached by the crop insurance and other risk management programs and
that minority agents are recruited by these companies.

To ensure that USDA research develops opportunities for small and medium-sized
farming operations, USDA’s Research, Education, and Economics mission area arranged
for the National Academy of Sciences to conduct an independent review of the '
Department’s research program.

FSA and NRCS are working cooperatively to increase small and minority farmer
participation in the Conservation Reserve Program (CRP). A ten step procedure has been
developed to ensure that more small and minority farmers are aware of and understand
the procedures for CRP sign-up.

NRCS is reviewing all of its conservation programs to improve information and outreach
to small and minority farmers. It has taken special efforts to provide program information
to small and minority farmers who may be eligible for the Farmland Protection Program;
training is being provided to state and regional office employees to ensure that the
environmental justice program is properly implemented and, efforts are underway to
increase substantially the number of NRCS offices on reservations.

USDA has decided not to fund the outreach proposal, for a grant of $190 million to the
National Small Family Farm Alliance, from the National Black Farmers Association
because it duplicates existing USDA programs while creating another layer of
bureaucracy between USDA and community based organizations, 1890s institutions, and
other current recipients of USDA assistance and partnership, many of whom are facing
severe funding constraints.

VII. DAIRY

Dairy policy is one of the most controversial farm policy problems cui'rently facing the

Department. Although milk prices have rebounded somewhat from their 1997 levels, the dairy
sector has undergone extreme dislocations over the last several years, losing almost one-third of
the dairy farmers since 1990. At the same time, production has actually increased slightly, as
relatively large dairy farms in the south and west have come into the business, further pressuring
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the smaller farmers in the traditional milk belt. Also, while Congress provided substantial
transition payments to grain, cotton, and oilseed farmers in the 1996 Farm Bill, that legislation
contained no comparable assistance for dairy farmers and in fact phases out the dairy price
support program by 2000.

. Throughout 1997, USDA acted to improve dairy prices by expanding dairy exports and
purchases for nutrition programs. Thus far in the current marketing year. USDA’s use of
export subsidies to facility dairy product exports 1s running significantly ahead of last
year’s pace.

. In the very near future, the Department will issue a proposed rule to reform the Federal
Milk Marketing Order Program in accordance with the 1996 farm bill, proposing no mor»
than 14 orders. In addition, USDA will propose provisions for reforms to the classified
pricing system which should enhance a more level playing field for all dairy producers
and will be considering a proposal to prevent milk prices from falling during the
implementation of the milk marketing order reforms.

. The Risk Management Agency recently announced the Dairy Options Pilot Project which
will allow producers to lock-in a minimum price for their milk. The Agriculture
Marketing Service (AMS) will work with RMA in providing information about this
program to dairy farmers and others in the sector.

VIIIL. BA

Tobacco is the sixth largest cash crop in the U.S. Sales at the farm gate in 1997 will total
$2.85 billion. Consumers spent about $50 billion, and Federal, State, and local tax revenues on
tobacco products amounts to $13.4 billion in 1996. Tobacco is produced under the provisions of
the Agricultural Adjustment Act of 1938, which establishes quotas on how much tobacco may be
marketed without penalty. These quotas restrict the marketing of tobacco such that tobacco has
been very profitable for farmers over many years.

Tobacco production is very important to small and minority farmers. In tobacco growing
States, the proportion of African-American operated farms producing tobacco is nearly three
times that of all farms. This is especially true in the flue-cured tobacco states of North Carolina,
South Carolina, Virginia, Georgia and Florida. In South Carolina, Virginia and Florida, about
one-fourth of the quotas are owned by African-Americans. Sixteen percent of flue-cured quota is
owned by African-Americans or Native Americans.

Flue-cured tobacco quotas are set under a statutory formula for the following marketing
year in December. Primary considerations in setting the quota are the purchase intentions of the
tobacco companies and carryover stocks. Purchase intentions are dramatically lower for the 1998
marketing year, and under the statutory formula, quotas should be reduced by 19.5 percent. To
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mitigate the negative effect a reduction of almost 20 percent would have on producer income.
Secretary Glickman used his discretionary authority to only allow a 16.5 percent quota cut.

. Several proposals have been made and at least four bills (the basic features are contained
in two bills -- the Ford and Lugar bills) have been introduced to provide assistance to
tobacco growing communities. These bills would provide up to $8 per pound to quota
owners and tenants for production losses from tobacco. Annual economic assistance
grants are included in the bills that range from $100 million a year to over S1 billion
annually for 3 to 25 years.

. The Administration has publicly stated it will work with Members of Congress from the
tobacco region in an attempt to ensure that the concerns of the tobacco farmers are
adequately addressed.
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Karen Tramontano Memo on Labor Dinner -- Karen and John Podesta held a working
dinner with labor and Administration officials before the holidays: John Sweeney (AFL-
CIO) . Jay Mazur (UNITE), George Becker (Steelworkers). Bob Georgine
(Bldg/Construction Trades). Andy Stern (Service Employees). Doug Dority
(Food/Commercial Workers). Sandy Feldman (Teachers). Sec. Herman. Sec. Daley. Kitty
Higgins. Frank Raines and Gene Sperling attended: the VP dropped by at the start: had
3'4-hour discussion on issues like why organized work force has been declining despite
10% income premium enjoyed by union workers: group agreed on importance of
organizing; need for wages to reflect productivity gains: benefits to workers of
organizing; possibility of greater union support for issues like climate change and tust
track in a society where more workers were organized; Karen attaches background into.

Yellen Memo on BLS Methodological Improvements -- says BLS methodological
improvements have lowered annual CPI increase by 0.28 percentage points since 1995.
and will lower it by a further 0.41 points by 1999, for a total of 0.69 points; Boskin
Commission anticipated 0.36 drop and may lower its estimate by the additional 0.33; the
Social Security projection may also be lowered by about the same amount: please see
memo for tables and additional details.

Mathews/Glickman Follow-Up on Minority Farmers Meeting -- Sylvia forwards, with
a detailed cover memo, Sec. Glickman’s update and report following your Dec. 17
outreach meeting; Sylvia summarizes White House activities, covering legal and policy
issues, legislative affairs and farmers’ requests; Glickman describes USDA's efforts on
civil rights and small farm issues; says it’ll take time to heal wounds; many complaints
are old and present statute of limitations issues; resolved about 200 complaints in 1997:
restaffed civil rights office to full strength; brought in 10 outside contractors to
investigate claims; new associate general counsel for civil rights is putting his office
together; mediators will begin meeting 3 times/week starting in February to resolve the
pending class action lawsuit discussed in your meeting; please see memos/report for
details.

Hershel Gober Response to Patricia Clowers concerning Husband’s Death -- Hershel
forwards his response to Patricia Clowers of Percy, Arkansas concerning the death of her
husband following surgery at the VA Medical Center in Little Rock; results of clinical
review confirm that Mr. Clowers died when he did not respond well to the usual
treatment for respiratory failure and pneumonia; death was the result of multi-system
organ failure directly related to his respiratory failure; no major problems were found
with the Center’s cardiac surgery program, but recommended improvements are being
made.

make classical music available to some 100,000 Georgia newborns each year; Mack

mNote from Mack to Gov. Zell Miller -- congratulates Gov. Miller on his new program to

attaches copy of news article.
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MACK MCLARTY

WASHINCTON. D.C.

January 19, 1998 DAN BURKHARDT:

please coordinate the
reply.
The Honorab Zell Miller

Governor of Georgia
203 State Capitol
Atlanta, GA 30334-0900

Dear Zell:

Donna and I read with interest about the wonderful
program for newborn children that you recently
proposed in Georgia. We both commented that it
was vintage Zell Miller.

Congratulations on your continuing strong
leadership of Georgia, with a wonderful balance

of vision, creativity, and common sense. You
continue to make a real and positive difference in
your home state and beyond.

Personally,
M L i
c
v
@‘ﬁ&wv‘_o tl
cc: The President 3—“4\\&\'\“-«1*'

(NOT PRINTED AT GOVERNMENT EXPENSE) s~
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‘Georgia's Governor Seeks

Musical Start for Babies

By KEVIN SACK

ATLANTA, Jan. 14 — As it is,
newborn children in Georgia often
come home from the hospital with a
bag of free goodies: baby wipes, dia-
pers, instructions about breast feed-
ing and immunizations. Now Gov.
Zell Miller wants to throw in a little
something extra: a cassette tape‘or
compact disc of classical music. -

The music would not be intended to
soothe the frayed nerves of parents
getting their first doses of sleep-de- *
privation from 'their colicky babies.
Rather, Mr. Miller, a devoted fan of "
country and bluegrass music, is con-
vinced that Bach and Mozart can
stimulate brain development at very
early ages.

That is why Mr. Miller, a Demo-

crat, proposed as part of his $12.5
billion state budget on Tuesday to
spend $105,000 to make music avail-
able to each of the approximately
100,000 children born in Georgia each
year. .
‘“‘No one questions that listening to
music at a very early age affects the
spatial, temporal reasoning that un-
derlies math and engineering and
even chess,” the Governor said to-
day. “Having that infant listen to
soothing music helps those trillions
of brain connections to develop.”

Actually, some experts do question
Mr. Miller’s premise, or at least ar-
gue that it has yet to be scientifically
estabushed.

“I'm familiar with those- ﬂndings
and, at the moment,” said Sandra
Trehaub, a professor of psychology
at the University of Toronto who
studies infants' perception of music,
“I don’t think we have the evidence
to make that statement unambigu-
ously. If we really think you can
swallow a pill, buy a record or a
particular book or have any one ex-
perience and that that’s going to be
the thing that ggts you into Harvard
or Princeton, then that's an fllusion.” .

Mr. Miller said he bu:mln-_--_
trigued by the connection between .-
music and child development at & .

series of recent seminars

sponsored
by the Education Commission of the

States. As a great-grandfather and
the author of “They Hear Georgia
Singing” (Mercer University Press,
1983), an encyclopedia of the state’s
musical history, Mr. Miller said his

fascination came naturally.

He said that he had a stack of
research on the subject, but also that
his experiences growing up in the
mountains of north Georgia had
proved convincing.

“‘Musicians were folks that not
only could play a fiddle but they also

i were good mechanics,” he said.
* “They could fix ‘your car.”

During his budget address on
Tuesday, Mr. Miller played a bit of
Biothoven?: #0dg to Joy" oma tape

k w.

"a#o‘:r %t:'lll't you "teel smﬁ‘t-

er alrndy,? Smart enough to vote for
this b_l.lg,;et item, I hope.".

Spend-— ng state
moneyon CD’s for
newborn children.

If the General Asgembly goes
along, Mr. Miller has enlisted Yoel
Levi, the music director of the Atlan-
ta Symphony Orchestra, to compile a
sampler of pieces that.the symphony
has recorded in the past. Mr. Levi
said today that he had selected offer-
ings like Rossini's *‘Barber of Se-
ville,” Holst's “The’ Planets,” and
Saint-Sa¥ns’ “Carnival of the Ani-
mals." | -

Why not distribute music by Geor-
gians like Hoagy Carmichael, Otis
Redding or Johnny. Mercer? ;

S‘Well, ‘Moon . River’ .is pretty
soothing,” Mr. Miller said of the Mer-
cer song, “but with my likes and
dislikes I don’t want to be the one
that picks these numbers,”

‘said they thought the classical music
has a greater positive impact.” - '
“Having never studied.those im-
pacts too much,” Mr. DeLoach add-
ed, “I guess I'll just have to take
,their word for that at t:hﬁc&q'o.m‘;nlt\”
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THE WHITE HOUSE
WASHINGTON

January 23, 1998
MEMORANDUM FOR THE PRESIDENT

FROM: PHIL CAPLAN
SEAN MALONE

SUBJECT:  State of the Union/Social Security

As you know, it has been proposed that your State of the Union speech contain a three-part
Social Security message (i.e., no surplus spending until we address Social Security; a national
dialogue in 1998; and bi-partisan negotiations in 1999). The attached Sperling memo asks you to
decide: (1) whether to organize a year-long, national dialogue and White House conference on
Social Security; and (2) whether to name two, prominent bi-partisan co-chairs to lead the effort.

National Dialogue. All of your advisers recommend that you encourage your cabinet and all
Americans to participatmny forums and conferences planned for 1998; that you
ask the AARP, the Concord Coalition, and perhaps the Pew F oundation, to host four regional, bi-
partisan confererices, which you or the VP would attend; that you commit to holding a White
ouse conference at the end ; i=parti 1a] Security
reform negotiations in January, 1999. Involving AARP/Concord lets you work with people we
trust; offers a healthy distance between the dialogue and the White House; and provides some
cover for both Democrats and moderate Republicans. However, the conferences would burden
your schedule, and Stephanie is uncomfortable locking you into them and with planning a big

White House event during the holidays.

Approﬁ Disapprove Discuss

Bi-Partisan Co-Chairs. Erskine and Ron Klain oppose bipartisan co-chairs; they think it’s
“redundant validation,” might allow Republican extremists too much influence, and could
undermine our efforts. They feel involving Concord and/or Pew is sufficient. Gene thinks co-
chairs (e.g., George Mitchell and Bob Dole/Warren Rudman) would boost the bi-partisan
influence of the dialogue. OMB suggests Lloyd Bentsen; notes Sam Nunn might resent your
choosing Rudman and not him.

Approve Co-Chairs Disapprove Co-Chairs Discus&
Principles. Your advisers also raise the idea of including in your speech a recitation of Social
Security “principles” (e.g., strengthen/protect Social Security for the 21st Century; maintain
universality/fairness; provide a benefit people can count on; help lift retirees/disabled/survivors
out of poverty; preserve fiscal discipline). Bruce Reed and Erskine think you could stay general.
Gene notes that principles add substance and would aid testimony and press inquiries, but might
also upstage the surplus/bi-partisan dialogue announcements. They ask you to think about it.
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THE WHITE HOUSE
WASHINGTON

January 23, 1998
MEMORANDUM FOR THE PRESIDENT
FROM: GENE SPERLING
SUBJECT: Social Security process

As we have discussed in previous meetings and memos, your State of the Union address
will include a three-part message on Social Security reform:

1 We should not spend any of the projected surpluses until we have addressed Social
Security;
2. We must engage in a national dialogue during 1998, to explore and discuss the issues

with bipartisan regional forums and a White House Conference in December 1998
3. You will call for bipartisan Social Security negotiations to begin in January 1999.

The purpose of this brief memorandum is to obtain your guidance on the second step -- the
national dialogue -- as well as on one other remaining issue about our approach.

I. NATIONAL DIALOGUE DURING 1998

The challenge during your State of the Union address is to provide enough specificity to
the national dialogue to make it credible, without committing the White House to excessive
administrative burdens or substantive entanglements.

Proposal

Your advisers recommend that in your State of the Union address, your statement about
the 1998 process would be something like:

L I recognize and applaud the wide variety of forums and conferences planned across the
country during 1998 on this important issue.

2: I call on every American to participate in one of these forums, or to host one yourself if
none is planned in your local area.

L T T T
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3. I have asked the Concord Coalition and the AARP [along with the Pew Foundation], to
host four bipartisan regional conferences. I pledge that either I or the Vice President will
attend each of these conferences.

4. I have also asked my Cabinet over the coming year to participate actively in a wide
variety of discussions across our nation on this issue.

o And to wrap up our year-long dialogue, I will host a White House Conference in
December, at which we will bring together a wide variety of views gleaned from the
national discussion over the next year.

6. Finally, after the culmination of the national dialogue with the White House Conference
in December, we will begin bipartisan negotiations over Social Security reform in
January 1999.

Background

In our previous meetings on this issue, we had discussed the possibility of naming a few
prominent Americans to lead a series of regional forums. In subsequent discussions, many of
your advisers have become concerned that without the sponsorship of some outside institution,
we would inevitably become ensnarled in choosing delegates, preparing or editing presentations
on controversial issues, and other contentious activities. In particular, the concern is that without
some outside structure, the discussions could either become stultified, or any of the topics
discussed could carry some implicit Administration imprimatur -- and too politicized.

The Concord Coalition, the AARP, and the Pew Foundation are already planning to hold
bipartisan forums across the nation in 1998. Your advisers therefore recommend that you
highlight four bipartisan regional forums that would be organized and staffed by the Concord
Coalition and the AARP (and potentially the Pew Foundation). The groups would be eager to do
so. You would commit that either you or the Vice President would attend the four regional
forums, which would lead up to the White House conference.

The benefits of this approach are that it relies on two people we trust (Martha Phillips and
John Rother), that it provides cover for Democrats (through the AARP) as well as moderate
Republicans (through the Concord Coalition, which includes Pete Peterson and Warren
Rudman), and that it provides an acceptable amount of distance between the White House and
the discussions to ensure that politics doesn’t undermine the effort from the beginning. The
principal cost of the approach is your time: it commits you to attending some of the conferences
(you could attend two, and the Vice President could attend the other two). (In addition, we will
be sponsoring the White House Summit on Retirement Security in July -- which will deal with
non-Social Security retirement issues).



Your advisers also recommend that you should challenge the American people, by
encouraging them to attend one of the many forums or conferences that are being organized to
* discuss this critical issue. You would be showing the way by attending some of the conferences
yourself, as well as hosting the final one at the White House in December.

Recommendation

Your advisers recommend that you approve the basic approach outlined above (which
will be wordsmithed to fit appropriately into the speech).

Approve
Disapprove
Discuss
II. NAMING PROMINENT AMERICANS TO LEAD THE EFFORT

To boost the prominence of the educational process, the AARP and Concord Coalition
may be willing to name two prominent co-chairs for the series of regional forums. For example,
you could ask Bob Dole and George Mitchell or Warren Rudman and George Mitchell to act as
hosts of the first forum, and then ask other bipartisan sets of leaders to act as hosts of subsequent
forums.

Ron Klain is opposed to this step, which he believes provides redundant validation and
could possibly allow Republican extremists to influence Dole and others in a way that would
undermine our efforts. Erskine fully agrees with Ron. He thinks Concord and Pew gives us
enough bipartisanship without the headaches that could be caused if Bob Dole participates.
Frank also notes that Nunn might be offended if we chose Rudman and not him.

Gene believes that the additional bipartisan validation provided by having prominent
bipartisan honorary co-chairs, such as Rudman and Mitchell, as hosts of the first conference
would work and strengthen the bipartisan validation message -- particularly since many
Americans will better see bipartisanship reflected through two ex-Senators of different parties
rather than trying to understand the politics of the Concord Coalition.

Ask Bob Dole and George Mitchell to play key role in first forum, and other
leaders to host subsequent forums

Do not name them as leaders

Discuss further



III. PRINCIPLES

Another issue that we have discussed is whether you should promulgate principles for
Social Security reform in the State of the Union. On one hand, such principles provide more
substance to the effort -- and allow Administration officials to field a wide variety of questions
on the topic. On the other hand, principles could put the focus more on your substantive
direction for Social Security instead of your surplus announcement and the bipartisan national
dialogue message. Many of your advisors believe that even if you do not announce principles in
the State of the Union, we will need to have them soon to assist in testimony or respond to the
press. Bruce Reed and Erskine think that they could even be more general, though several of
your other advisors think they are about the right level of specificity. All agree that the principles
should rule out a radical privatization of Social Security but leave open the possibility of a small
individual account within the structure that preserves the basic progressive and universal
structure of Social Security.

The principles we have been considering include:

. Strengthen and protect Social Security for the 21st century;

. Maintain universality and fairness;

. Provide a benefit people can count on;

. Help to lift the retired, the disabled, and their survivors out of poverty;
s Preserve fiscal discipline.
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MEMORANDUM FOR THE PRESIDENT

FROM: PHIL CAPLAW

SUBJECT: Class size initiative -- decision on one issue

The attached memo from Bruce Reed and Mike Cohen memo provides a good summary of the
design of your class size initiative. It details the consensus recommendations reached among the
VP’s office, OMB and Education and I recommend that you read it. There is one issue for your
decision -- whether to require basic skills testing (reading and math) for new teachers.

Skills Testing. Among the principles on which your initiative rests is that, for reductions in class
size to result in improved reading performance, newly hired teachers and existing teachers must
be fully qualified and have the knowledge and skill to teach reading effectively in small classes.
The memo outlines several steps in the initiative -- which all of your advisors agree upon -- to
address this issue (e.g., a 10% set aside for teacher testing/training, a requirement for teachers to
meet state certification standards and incentives to upgrade the standards).

Your advisors, with the exception of the Education Department, believe basic skill testing should
be part of your initiative, with the test selected by each state. Such testing will give parents
confidence that teachers in the elementary grades have the necessary basic skills and would build
. upon your efforts in Arkansas. Forty states already have testing, and states would retain the
Q\&q ability to let teachers who fail teach with an emergency certificate. Furthermore, Rep. Paxon’s
education package and the Senate GOP package encourage such testing, although these proposals

do not make it mandatory. Your advisors rejected a stronger proposal that wonld have required

. all prospective teachers to pass a test before they could do any teaching; they decided such a
Si{t% tquirement would have had 1o greatan impact on poor school districts. Education opposes
including skills testing arguing that it is no assurance of teacher quality, sets the bar too low, and
undermines your long-standing push for higher education standards by sending the wrong
message to the public about the quality of teachers. The civil rights community is likely to raise
concerns that such requirements would have a disparate impact on minorities. Bruce and Mike
are meeting with Bob Chase and Sandy Feldman this afternoon. They expect the unions to be
supportive of the overall initiative, but lukewarm on the basic skills testing for new teachers.

The plan is for this initiative to be announced Monday just prior to the State of the Union.
Sylvia and Rahm concur with Bruce/Mike and believe your initiative should include skills
testing. Maria notes that there will be some protest from the civil rights community, but the
criticism will be muted if the appropriate briefings can be conducted prior to the announcement.

Q&?&\/ Require teacher testing in basic skills No requirement Discuss
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MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
MIKE COHEN
SUBJECT: Class Size Design Issues

Over the past several weeks, we have worked with the Vice President’s Office, OMB, and
the Education Department to develop recommendations on the design of your class size
initiative. This memorandum explains our consensus recommendations and asks for a decision
on the single issue on which we have not reached agreement -- whether to require basic skills
testing for new teachers.

I. Background

The purpose of this initiative is to reduce class size and provide qualified teachers in the
early grades, so that all 8 year olds learn to read. More specifically, this initiative will help bring
down class size across the nation from an average of 22 to an average of 18 in grades 1-3. In
designing the initiative, we have been guided by several considerations.

First, as you know, the best research suggests that the benefits of smaller classes accrue
especially to the most disadvantaged students, and occur most powerfully when classes are no
larger than 15-18 students. To be both credible and effective, the initiative must get the majority
of classes into that range, especially in high-poverty schools. Second, California's recent
experience demonstrates that programs to reduce class size lead to the hiring of unqualified
teachers, particularly in urban areas, if safeguards are not built in. Third, efforts to reduce class
size can exacerbate and be frustrated by shortages of space. Fourth, because this is a new area of
federal involvement in education, the requirements placed on state and local grant recipients in
order to ensure effective use of the funds must be especially well justified.

There are a number of other proposals to provide federal support to recruit or hire
teachers, primarily to respond to the need to hire an estimated 2 million teachers over the next
decade. Senator Kennedy proposes to help recruit 100,000 teachers per year over the next decade
by forgiving up to $8,000 in loans for each person who becomes a teacher. Rep. George Miller
has also advanced a proposal to provide loan forgiveness for an-as-yet unspecified number of
individuals who enter teaching.



In contrast to the Kennedy and Miller proposals, your proposal provides funds to hire
teachers rather than forgive loans, since the primary cost of reducing class size is salaries for
additional teachers. There is little evidence that loan forgiveness is an effective tool for
attracting additional people into the profession. Moreover, you have already proposed a
scholarship program (not loan forgiveness) to steer people who have decided to enter the
profession toward high poverty schools.

Rep. Bill Paxon has also announced a proposal to help school districts hire 100,000
teachers, by funding teacher salaries. His proposal would pay for these new teachers by
eliminating Goals 2000, Americorps, the National Endowment for the Arts, and a number of
other programs. While these additional teachers could be used to lower class size, Paxon does
not require that funds be used for this purpose. In addition, Senate Republicans announced an
education package yesterday which they claim would fund 50,000 new teachers by block granting
other programs.

We believe the existence of Republican proposals for the federal government to pay
teacher salaries -- a proposal that both attaches conditions (under Paxon’s plan, teachers hired
with these funds could not be tenured) and requires states and local school districts to share the
total cost of the initiative -- provides some protection for your proposal against charges of federal
intrusion. It may also form the basis of a bipartisan achievement.

II. Funding Issues
Your budget will include $12 billion over 7 years to hire 100,000 teachers, enough to

reduce class size in grades 1-3 to an average of 18 nationwide. The table below shows the annual
budget, number of teachers communities would hire each year, and the impact on class size.

Fiscal Year Budget (in billions) | Number of Teachers | Average Class Size
Hired in Grades 1-3
1998 21.9
1999 $1.1 35,714 20.3
2000 $1.3 42,208 20.1
2001 $1.5 48,701 19.8
2002 $1.7 55,195 19.6
2003 . $1.74 56,331 19.5
5 Year Total $7.34
2004 $2.3 82,143 18.6
2005 $2.8 100,000 18.1
7 Year Total $12.4




A. Distribution of Funds to States

We would distribute funds to states on the basis of the Title 1 formula, which is
based on the number of students in the state, weighted by poverty and the cost of
education. We also considered distributing the funds based on the number of new
teachers needed to reduce class size to the target of 18, also weighted by poverty and cost.
Although this formula is somewhat more efficient in targeting funds for the program
purposes, it would penalize California because of that state's own class size reduction
initiative. Further, while a handful of states receive either "windfalls" or "shortfalls"
under the Title 1 formula when measured against the number of teachers they need to
reach the class size target, most states receive a comparable percentage of the total funds
under either formula.

With this formula, we will be able to reduce average class size in grades 1-3 to 18
nationwide. Once a state has reached an average of 18 in grades 1-3, it could use these
funds to reduce class size in those grades still further, or to reduce class size in other
grades.

B. Targeting Funds Within States

Though this proposal is universal in scope, we want to drive the funds to school
districts with the largest class sizes, and to give priority to high-poverty districts. To
accomplish this objective, we would require states to guarantee high-poverty school
districts at least the same share of the state’s class size funds that they receive of the
state’s Title 1 funds. States would allocate the remaining funds on the basis of class size
within the state.

This approach ensures that major urban school districts and other high-poverty
areas will receive their fair share of the funds, while still leaving states with the ability to
target funds to school districts with large classes, regardless of their income levels.

C. Cost-Sharing Requirements

We would require matching funds from participating school districts on a sliding
scale that would average 80% federal and 20% local. High-poverty school districts
would be required to provide a 10% match, while the wealthiest would be required to
provide a 50% match. School districts could use other federal funds for the match, which
would primarily benefit high-poverty school districts that receive substantial amounts of
Title 1 funds. This approach would encourage districts to use Title 1 funds for class size
reductions, rather than continuing to hire classroom aides or resource teachers who pull
Title 1 students out of the classroom.



D. Duration of Program

Because we will be presenting a five year budget, many will assume that we
expect this initiative to end after five years. This expectation will heighten concerns that
local school districts will be stuck with higher personnel costs once the program ends.
(Rep. Paxon's proposal would end federal funding after 5 years.) We believe that the best
way to deal with this concern is to make clear that we see this initiative as a continuing
part of federal aid to education -- not a one-time effort.

This longer approach will also be necessary in order to fund 100,000 teachers; the
funding levels in the first five years will pay for approximately 56,000 teachers. Because
we are paying for this initiative through tobacco legislation, we will have a revenue
source that can support a long-term program.

III. Teacher Quality

For reductions in class size to result in improved reading performance, we need to ensure
that both newly hired and existing teachers are fully qualified, and have the knowledge and skills
to teach reading effectively in small classes. Considerable research and recent experience in
California demonstrate that many existing teachers need help to alter their teaching practices to
capitalize on small classes. In addition, many school districts in California, particularly in high-
poverty areas, have hired teachers on emergency certificates, who lack even basic preparation for
teaching. We propose a number of steps to deal with these challenges.

A. 10% Set-Aside for Teacher Testing and Training: The overall budget for this
initiative is based on the average cost of newly hired teachers (assuming that 75%

are beginning teachers and 25% are experienced teachers returning to the classroom

or moving between districts) plus a 10% increment in the first 5 years to address teacher
quality issues. This increment will give every school district funds that can be used for a
number of purposes, including (1) testing new teachers before they are hired and
developing improved tests for teachers; (2) training existing teachers in effective reading
instruction practices and/or in effective practices in small classes; (3) providing mentors
or other support for newly hired teachers; (4) providing incentives to recruit teachers to
high poverty schools; and (5) providing scholarships or other aid to paraprofessionals or
undergraduates and to expand the pool of qualified teachers.

We will permit districts to carry over unspent funds, which will enable them to
invest in the first couple of years in recruiting and training qualified teachers, before
reducing class size on a large scale. In addition, we will require districts to develop an
overall strategy for improving teacher quality including a plan to use other funds, such as
those from Title 1, the Eisenhower Professional Development Program, America Reads,
and Goals 2000.



B. Require Teachers to Meet State Certification Standards: We would require states
and school districts to ensure that individuals hired to fill these new positions must be
either fully certified or making satisfactory progress toward full certification. School
districts could use the teacher quality funds to provide teachers with the additional
training needed to meet certification requirements.

C. Encourage States to Adopt Rigorous Professional Tests and Upgrade Teacher
Certification Requirements: As part of this initiative, we would allow states to use
some of the teacher quality funds to make their teacher certification requirements more
rigorous and performance-based, reflecting what beginning teachers must know and be
able to do. There is widespread agreement that current teacher certification requirements
are not a good indicator of teacher quality and need to be upgraded. The National
Commission on Teaching and America's Future, chaired by Gov. Hunt, has recommended
that states toughen their licensure requirements. The Commission recommended that
prospective teachers be required to pass rigorous tests of subject matter expertise and
professional knowledge before they start teaching, and that beginning teachers not be
fully certified until they have taught for several years and can demonstrate that they have
met rigorous standards of classroom teaching, through classroom observations and other
forms of performance assessment.

Twenty states have already adopted performance-based standards along these
lines. Sixteen states are working together to develop common assessments for beginning
teachers, and additional states are likely to join this effort over time. Permitting states to
use a portion of their funds to improve their licensure systems is likely to accelerate these
trends and to improve the quality and preparation of people entering the profession. In
addition, performance-based certification will make it easier to promote “alternate route”
programs that do not require prospective teachers to attend teacher education programs.

D. Teacher Testing:

All of your advisors agree on the three steps outlined above. There is
disagreement about one additional component -- requiring new teachers to pass state
basic skills tests. All of your advisors feel strongly that the above measures are not
sufficient to persuade the public that new teachers would be able to measure up in the
classroom. Existing teacher certification requirements are generally not viewed as an
effective means of ensuring quality, and the tougher standards and testing requirements
we are encouraging states to adopt will not be implemented for some time. Many of your
advisors believe that this initiative also should require states to use basic skills testing for
new teachers, with the particular test selected by each state.

The argument for a teacher testing report is that it will give parents the confidence
that new teachers in the elementary grades have basic reading and math skills. It also



builds on your landmark efforts on teacher testing in Arkansas. A tough, clear message
on teacher competency would make it difficult for Republican opponents to paint this
initiative as simply a way for the Administration to help teachers’ unions expand their
memberships. The Paxon proposal takes a “tough on teachers” approach by prohibiting
the teachers hired from gaining tenure. The Senate Republican education package
announced this week encourages states to test elementary and secondary teachers, and
allows them to use federal funds for teacher testing ( activities already permitted under
Goals 2000). The proposal, however, does not make this testing mandatory.

Under this proposal states would give prospective teachers basic skills tests at
some point before they enter the classroom. Approximately 40 states already have such a
requirement in place.' States would retain the ability to let teachers who fail the test teach
with an emergency certificate. We considered and rejected a stronger proposal, which
would require all prospective teachers to pass a test before they could do any teaching.
We decided, however, that such a requirement, might well have too great an impact on
poor districts, which already have a hard time finding qualified teachers. It could also
drive states to lower the passing score on the tests.

The Education Department opposes this proposal, and recommends that we limit
ourselves to encouraging states to adopt tough new state tests of subject matter and
professional knowledge for beginning teachers, as part of our effort to upgrade teacher
certification requirements. Education would be willing to require states to implement
these new tests by 2003.

You are quite familiar with the arguments against a teacher testing requirement.
The Education Department argues that a basic skills test is no assurance of teacher
quality, and sets the bar too low for teachers, undermining your long-standing push for
higher standards for both students and teachers. The Education Department believes such
a test will send the wrong message to the public about teachers, reinforcing the notion
that academically weak people go into teaching. Education also points out that states will
be able to get around a testing requirement by granting emergency licenses.

Finally, you should know that many in the civil rights community are likely to

raise concerns that any new testing requirements, especially without proper validation, are
likely to have disparate impacts on minorities.

Require Teacher Testing in Basic Skills No requirement Discuss Further

! According to the most recent state-by-state data, the following states would have to institute
basic skills testing for teachers under this proposal: Alaska, Georgia, Idaho, Iowa, Maryland,
Missouri, New Jersey, New York, Utah, and Vermont.
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IV. Facilities

The need to find additional classrooms to reduce class sizes will increase existing
facilities needs. This impact will not be evenly distributed. Some areas, particularly cities with
increasing immigrant populations (e.g., Los Angeles, South Florida) have schools that are already
extremely over-crowded, while other cities, particularly in the Northeast (e.g., Baltimore,
Washington, D.C.) have more capacity than the student population demands.

We propose several steps to address facilities issues, including (1) Use our $10 billion
school construction initiative to provide incentives for communities to invest in local school
facilities; (2) Make facilities changes needed to reducing class size an allowable use of school
construction funds; (3) Phase in implementation of the class size reduction proposal to allow for
enhanced state/local facilities planning; and, (4) Allow districts that have no space available for
additional classes to use some of their class size reduction funds to implement proven reading
instruction practices.

V. Accountability

School districts receiving these funds will be held accountable both for using them to
reduce class size, and for improving student performance in reading. We propose three forms of
accountability.

First, a school district receiving these funds must show it is actually reducing class size,
by reporting class size in grades 1-3 to parents and to the state each year. Second, as is the case
with other federal education programs, we will incorporate a "maintenance of effort" provision,
requiring states to keep up their overall investments in K-12 education. Third, we will use
existing Title 1 accountability and reporting requirements to ensure that every school district and
individual school makes measurable progress in improving reading achievement within three
years. If a school fails to make adequate progress, it must develop and implement a corrective
action plan. If the school fails to show improved reading achievement after implementing the
corrective action plan, the state could withhold the equivalent of the school's share of the
district's funds.

VI. Rollout

Over the next few days, we will begin more extensive discussions with possible allies on
this initiative. So far, Congressional Democrats have been enthusiastic.
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THE WHITE HOUSE
WASHINGTON

January 25, 1998
MR. PRESIDENT:

The attached Sperling/Reed memo asks you to decide among
options for proposing extensions to the Family and Medical
Leave Act in the State of the Union. We have not yet received
the views of your senior advisors, beyond what is reflected in
the underlying memo. But we understand you have discussed
the issue during your SOTU preparation and thought you
should have a chance to see the memo today.

The memo presents two primary options: (1) lowering the
FMLA’s employer coverage threshold, all at once or
incrementally, from 50 to 25 employees; or (2) extending the
amount of leave time available to employees under certain
circumstances: (i) from 3 to 6 months for everyone; (ii) from 3
to 6 months for employees with 2 years of service; or (iii) from
3 to 6 months for new parents only, but only once every 2
years.
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WASHINGTON

January 23, 1998
Y JAN 23 PMZ
MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
GENE SPERLING
SUBJECT: Family and Medical L.eave Expansions

This memorandum presents options to expand the Family and Medical Leave Act
(FMLA) for your consideration before a possible announcement on this issue in your State of the
Union Address. Expanding FMLA would further enable American workers to take protected
time off to spend with a new or adopted child, or for medical emergencies. It would build on
your strong record of helping parents meet their responsibilities to their families and their jobs,
and, specifically, would complement two pieces of your current child care proposal that also help
parents who wish to stay at home: (1) support for home visitation and other parent education
programs in your Early Learning Fund, and (2) demonstration projects to test policies to help
parents stay at home.

As you know, your advisors initially believed that a proposal to expand FMLA could help
inoculate your child care initiative against conservative attack by allowing parents to spend more
time with their children. Your recent child care announcement has generated overwhelmingly
positive support; several leading Republicans, however, have been working on alternative
proposals aimed entirely at helping parents to stay at home with their children. While an
announcement on FMLA expansion would be an important marker in this area, given the nature
of the proposals under active Republican consideration -- such as income splitting, income
averaging, and expansion of the $500 per-child tax credit -- it is unlikely that any proposal to
expand FMLA could stand up fully to these costly options. We therefore will continue our work
with the Treasury Department to explore possible tax-related measures to support stay-at-home
parents, in addition to any expansion of FMLA.

FMLA currently requires employers with 50 or more employees to provide up to 12
weeks of unpaid leave to eligible employees for certain family and medical reasons, including
the care of a new child. Employees are eligible if they have worked for the employer for at least
12 months and for at least 1,250 hours over the previous 12 months, and if the employer has at
least 50 employees working within 75 miles of the employee’s worksite. Public agencies are
covered by FMLA regardless of size, but employees must still meet the eligibility requirements,
including working at a site where at least 50 employees are employed within 75 miles.

1



Options to expand FMLA include: (1) applying FMLA to businesses with 25 or more
employees, either in one step or incrementally; or (2) extending the permissible leave period to
24 weeks for parents with newborns. Over the last few weeks, we have worked to determine the
costs to businesses and the benefits to workers of pursuing either or both of these options.
Unfortunately, we have found that useful data in this area does not exist. It is impossible to
determine, for example, how many people currently taking leave to care for a newborn or
adopted child would take additional leave or how additional leave would benefit people of
particular income levels. Similarly, it is impossible to quantify the likely costs to small
businesses.

Option 1: Expanding Coverage to Businesses with Fewer Employees. You could call
for lowering FMLA’s employer coverage threshold from 50 to 25, either in one step or
incrementally (for example by lowering it to 40, then 35, and finally 25). Senators Kennedy and
Dodd have proposed to lower the threshold to 10 employees, but your advisors believe that
FMLA would be too great a burden on employers of that size.

According to the Department of Labor, 67 million employees are currently eligible for
FMLA. Lowering the threshold to 40 would add 3.4 million people; lowering it to 35 would add
5.4 million people. Lowering the threshold all the way to 25 would add about 10 million people,
increasing by 15 percent the number of employees covered by FMLA, and doubling the number
of employers covered by the Act (from 330,000 to 690,000).

This proposal would give FMLA protection to more people at no cost to the federal
government. It would receive strong support from labor, women’s groups, and other core
Democratic constituencies. The proposal, however, would provoke strong business opposition.
Many Republican and some Democratic Members of Congress would likely criticize any attempt
to lower the threshold as detrimental to small business. (According to a survey by the Family
and Medical Leave Commission, however, the great majority of businesses that have
implemented FMLA report little or no cost increases.)

Extending FMLA Leave from Three to Six Months

Below are three variations on this theme. The first is the most inclusive. The second
limits the workers eligible to the full six months to those with two full years of job tenure with
their current employer. The third limits the extent of the new benefit and makes it available only
to new parents.

Option 2A: Extending FMLA from Three to Six Months. This option would allow
workers who are currently eligible for FMLA to take longer leave. Approximately 12 million
workers take FMLA leave. According to the FMLA Commission’s survey, about 12.5 percent or
1.5 million workers take the full 12 week leave. Of these, 450,000 workers took 12 or more
weeks leave for maternity, disability, or the care of a newborn, adopted or foster child.



This proposal would give parents additional time to spend with their new babies (again at
no cost to the federal government). It might help respond to the charge that our child care
proposal helps only working parents, not those who -- with a little help -- can and want to stay
home with their children for a period of time. However, any family leave policy would not fully
respond to that criticism because leave is by definition geared toward people who have been in
the workforce and will return to it. In addition, this proposal would not help workers who
currently cannot afford to take even the full 12 weeks of FMLA leave. According to the
Commission’s survey, 65 percent of those who would have liked to take leave to care for their
newborn, foster, or adopted child could not do so for economic reasons. Because this proposal
would not help such workers, FMLA advocates would likely give it only lukewarm support.
Finally, businesses already covered by FMLA would oppose the extension because guaranteeing
six months of leave would disrupt their operations.

Option 2B: Extend FMLA from Three to Six Months for Workers with Two Years
Tenure. Although there is no data available, your advisors generally feel that extending FMLA
to six months is a non-trivial burden on business. While businesses can arrange for other
employees or temporary help to cover a co-workers’ three month absence, a six month absence is
harder to manage. Employers may have to hire replacement workers, thus increasing their costs
significantly. Moreover, employers faced with the possibility of having to offer six months of
job-protected leave to workers with only one year’s tenure may be less likely to hire employees
they suspect will take this leave. This option is intended to mitigate these problems by limiting
eligibility for the extended leave to employees with two years of tenure.

Option 2C: Allow New Parents Up to 24 Weeks Leave in a Two Year Period. To
eliminate the possibility that an employee could work only six months each year by taking six
months of job protected leave annually, this proposal would instead allow new parents only to
take six months of job protected leave every two years. Under this option, by taking the full six
months to care for a newborn, the employee would forego any right to paid leave in the following
year. Current law allows six months every two years, but restricts it to two three month periods.
This proposal simply gives employees additional flexibility in taking their leave while adding
only minimally to the business burden.

Recommendations: Your advisors agree that lowering the employee threshold will
provoke significant opposition, but some of your advisors, including the First Lady, believe that
it is a fight worth having. The First Lady believes strongly that lowering the threshold to 25 will
make a real difference in people’s lives, covering about 10 million more American workers with
this significant benefit. She believes that, politically, it is an important thing to be for.

Some of your advisors feel that a decision about lowering the threshold must be made in
the context of the impact of your overall agenda on the business community. Secretary Herman,
for instance, believes that if you decide to call for an increase in the minimum wage, you should
not also lower the threshold. If, however, you do not propose raising the minimum wage, then
she feels you could call for lowering the threshold. Administrator Alvarez opposes any changes
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to current law because she feels they will engender significant business opposition and may
undermine gains we have already made.

Secretary Herman supports extending the length of FMLA leave. Secretary Rubin and
Janet Yellin oppose Options 2A and 2B. Secretary Rubin feels that because businesses may need
to hire replacement workers to cover six month absences, the cost to business of longer leave
could be greater than the cost of initial implementation of the FMLA. He is also concerned that
higher income workers are more likely to benefit from longer leave, while empirical evidence
would suggest that all workers will pay for this-in the form of lower wages. Janet Yellin shares
Secretary Rubin’s concerns about Options 2A and 2B, but supports Option 2C because she feels
it is a very minor change from current law. The First Lady worries that the six month leave
extension will make only a marginal difference, and will disproportionately assist higher-income
workers.

The NEC has concerns about six months leave, but on the whole would support Option
2B -- extending the FMLA to six months for workers with two years tenure. The NEC fears,
however, that lowering the limit to 25 will cause too much opposition from Southern Democratic
Senators, especially if we also propose to raise minimum wage.

The DPC recommends that you propose Option 2B -- extending the FMLA to six months
for workers with two years tenure -- and if you are willing to take on a larger fight,.that you
propose to lower the employee threshold to 25 as well. In addition, your advisors recommend
that you continue to fight for the 24-hour extension of FMLA for school visits, doctor
appointments and other family responsibilities.

1. Expand FMLA Coverage to Businesses with 25 Employees

YES NO DISCUSS

2A. Extend FMLA Leave from Three to Six Months

YES NO DISCUSS
2B. Extend FMLA from Three Months to Six Months for Workers With Two Years
Tenure
YES NO DISCUSS

2C.  Allow New Parents Six Months Every Two Years

YES NO DISCUSS
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Second, we must make 1t possible for hardworking

milie heir ' nt responsibiliti

Two years ago, we guaranteed that Americans won’t
lose health insurance when they change jobs. Last year,
we extended health care to up to 5 million children. This

year, I challenge Congress to take the next historic steps.

160 million Americans are in managed care plans.

These plans can save money{%prove care. But
medical decisions should be made by medical doctors, not
insurance company accountants. I challenge Congress to
write into law a Consumer Bill of Rights that says: You

have the right to know all your medical options -- not just
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\%e must do more to make government work
better. We have already slashed 16,000 pages of
regulations, transformed HUD and the Federal
Emergency Management Agency, reduced the federal
payroll by 300,000 workers. Yet there is more to do.

Like every taxpayer, [ am outraged by the reports of
abuses by the IRS. We need new citizen advocacy panels,
a stronger taxpayer advocate, phone lines open 24 hours a
day, relief for innocent spouses. Last year, by an
overwhelming bipartisan margin, the House passed
sweeping IRS reforms. Months later, that bill still
languishes in the Senate. Tonight I challenge the Senate:

as your first order of business, pass our bipartisan package

of IRS reforms. Do it now.
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The President of the United States  Please coordinate the -
The White House reply.
Washington, D.C.

Dear Mr. President:

It has been a great honor and privilege to serve you these past five years as the Comptroller of the
Currency and I am proud of what we have been able to achieve in that time. However, my term of
office is drawing to a close and much of what your Administration set out to do in the banking area
has been accomplished. In order to give you ample time to choose a successor to carry on this work,
I am advising you today that I intend to resign when my term expires on April 4, 1998. It is time
for me to pursue my goals in the private sector and to spend more time with my family, whose love
and support have been a constant source of strength to me.
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Atthe same’: =« ol v m.........,_., w ancviaws wic Crealt Cruncn, we were putting in place a long-

term bank supervision program that rests on four strong pillars. Each of the four pillars has been
marked by solid accomplishments.
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Dear Mr. President:

It has been a great honor and privilege to serve you these past five years as the Comptroller of the
Currency and I am proud of what we have been able to achieve in that time. However, my term of
office is drawing to a close and much of what your Administration set out to do in the banking area
has been accomplished. In order to give you ample time to choose a successor to carry on this work,
[ am advising you today that [ intend to resign when my term expires on April 4, 1998. It is time
for me to pursue my goals in the private sector and to spend more time with my family, whose love
and support have been a constant source of strength to me.

During my time in office, I have tried to implement the Administration’s policies in the financial
services sector to assure that a strong and healthy banking system would continue to play a vital role
in the health of the nation’s economy and the lives of each of its citizens.

Given how far we have come in the past five years, it is hard to believe that you took office at a time
in which banks were failing weekly and entire regions of the country were gripped in a severe and
crippling credit crunch. You responded in the early months of your Administration by asking us to
devise a new supervisory plan that would deal with these serious problems and help bring about an
economic recovery that would benefit all Americans.

Working with other offices in the Department of Treasury, we devised an eleven-part program that
was quickly adopted by each of the federal bank and thrift regulatory agencies. The results were
dramatic. Thecred:tcnmchabated.theeoonomybeganto grow again and the banking industry
returned to good health.

At the same time we were working to alleviate the credit crunch, we were putting in place a long-
term bank supervision program that rests on four strong pillars. Each of the four pillars has been
marked by solid accomplishments.
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The first pillar -- Ensuring Fair Access to Financial Services for All Americans -- was implemented

through several Programs. Most notably, the Office of the Comptroller was given responsibility for

one of your Administration’s early top priorities, revising the much criticized Community

Reinvestment Act. The Comptroller’s Office Spearheaded a two-year effort to revise the regulations

under this Act, which revision was also adopted by each of the federal depository institution
ulatory agencies. The results speak for themselves,

Lending commitments under the CRA have increased 15-fold from the pre-1993 era, from roughly
$3 billion a year to $43 billion a year, These commitments represent new credit availability for Jow-

Supervisors abroad. In a further effort to improve bank supervision, we pioneered the use of
€conomists to assist in bank examinations. And we established a Scparate cadre of specialists to
focus on capital markets activities, placing an early emphasis on the supervision of derivatives.
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risk in fewer products and customers. Today, through a series of rulings by our Office, upheld in
four unanimous U.S. Supreme Court decisions, as well as in dozens of lower federal courts, national
banks are serving their customers with a broader array of financial products and services than at any
time in their history. Allowing banks to diversify their financial services activities strengthens the
banking system, reduces risk to the nation’s taxpayers and promotes competition that lowers costs
for consumers and makes financial products and services more widely available.

The final pillar of our program -- Improving the Efficiency of Bank Regulation - is the pillar that
most reflects your Administration’s focus on “reinventing government.” Most notably, we
completely reviewed and rewrote every rule under which the national banking system operates -- a
first in the history of our agency. In the process we halved the number of filing requirements for
banks and significantly reduced other paperwork burdens. We also lowered assessments on national
banks on three separate occasions and eliminated or cut most of our fees — again a first in the history
of the agency. We reduced the size of the Comptroller’s Office by over 25 percent in response to
the continued consolidation of the banking system. And we pioneered an Ombudsman program that
has now been required by law of all other federal depository institution regulators. Our reinvention
efforts have been praised by both banks and the general public.

Finally Mr. President, I commend to your attention the fine group of dedicated men and women who
work at the Office of the Comptroller. During your Administration, they have demonstrated how
much they can accomplish for the good of the country. Whether it has been reversing the effects of
the credit crunch, revitalizing the Community Reinvestment Act, eliminating lending discrimination,
reducing unreasonable regulatory burdens, pioneering risk based supervision, or modernizing the
banking system, the staff of the Office of the Comptroller have worked diligently and successfully.
I can’t tell you how proud I am or how honored I feel to have had the opportunity to serve with them.
They demonstrate each day just how noble a calling public service can be.

The past five years have been challenging ones for your Administration and for me. I am confident
that, with your leadership, our nation will continue to make great strides forward. I also am confident
that the Office of the Comptroller of the Currency will continue to carry out its responsibilities fully
and enthusiastically.

Thank you again for giving me the privilege to serve our country as part of your Administration.

Sincerely yours,

. .J 2
v . ’ .
“ el a‘&.-_./é:- “'17

'Eugfné A. Ludwig
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MEMORANDUM FOR THE PRESIDENT

FROM: FIRST LADY HILLARY RODHAM CLINTON
ELLEN McCULLOCH-LOVELL

SUBJECT: Save America's Treasures Act of 1998

When you announced the Millennium Program at the National Archives, you said we would, as a
nation, seek ways to “honor the past and imagine the future”. One way to translate that theme
into practical action is for you to champion a national, bipartisan, public-private effort to save
America’s treasures.

Our past is literally crumbling, chipping and disintegrating away in our libraries, museums,
archives, historic sites and private holdings. There is a truly urgent need to save the papers, art,
publications, artifacts, buildings and sites that tell our history and preserve our identity as
Americans -- from the Star Spangled Banner, to the Declaration of Independence, to the archives
of historically black colleges, Native American archeological sites, and ancestral portraits in
unheated New England historical societies.

As the White House Millennium Program and Congress plan for ways to mark both the 200th
anniversaries of the White House and Capitol and the millennium, there is a unique opportunity to
create a new preservation program to “Save America's Treasures".

A compelling list of records, monuments, sites and other artifacts that need to be "saved" could be
quickly compiled, and a strong case made for the urgency of the need. For example:

. The Declaration of Independence, the Constitution and Bill of Rights are at risk if thclr
storage problems are not solved within three years.

. The restoration of the Star Spangled Banner, the flag that flew over Fort McHenry that
inspired Francis Scott Key's poem, is the first preservation priority for the Smithsonian
Institution, at a cost of $15 million.

. The National Park Service, which manages Thomas Edison’s laboratory and house in New
Jersey, describes their condition as dire -- all of his papers must be catalogued and
conserved. Large numbers of artifacts at the Gettysburg Battlefield site are undocumented
and disintegrating for lack of proper storage. At Gettysburg, twenty-nine monuments and



outdoor sculptures, some designed by renowned artists, are in grave danger. Some have
fallen, like those they commemorate: others are worn by weather and defects. Together
they comprise the largest collection of sculpture at any Civil War battlefield and they must
be saved.

. The National Endowment for the Humanities reports that 80 million brittle books in
' libraries and other collections need to be saved through repair and digitization; NEH has
set a goal of preserving three million of the most valuable by 2010.

. Both the Library of Congress and the National Endowment for the Arts describe the
urgent need to save America’s classic films, as well as photos and historic field recordings,
by transferring them to more stable media.

. The Library of Congress must find ways to conserve their collections from historic figures,
such as Ralph Ellison and Leonard Bernstein.

* . Among the “eleven most endangered historic places” listed by the National Trust of
Historic Preservation in 1997 are: the Ellis Island National Monument, where decay and
lack of maintenance threaten the historic buildings of the main gateway to America from
1892-1954; Congressional Cemetery in Washington, DC, the final resting place of
American tribal chiefs, Revolutionary War heroes and members of Congress -- which is in
serious decline from neglect, vandalism and theft; and Vicksburg Campaign Trail, where
landmark buildings are crumbling and development threatens unprotected areas
surrounding the Military Park.

. The non-profit National Institute for Conservation reports instances of pending loss all
over the country. For example, 50,000 glass plate negatives of major sites in Egypt that
no longer exist are in need of preservation at the Museum of Fine Arts in Boston. Over
half our outdoor sculptures in major parks and small towns across the nation are in need
of repair, including the statue of Wyoming Territory’s equal rights advocate, Esther

 Hobart Morris, in Cheyenne.

- Federal agencies are currently carrying out preservation programs but at a lower level of activity
than what is urgently needed.

NEH has invested $50 million since 1989 in preserving brittle books. IMLS spends $2.5 million
annually on conservation grants for museum collections, one of its major programs. The Library
of Congress has the largest conservation lab.in the world -- and spends $5 million a year. The
Library also runs the largest film preservation lab and is the major restorer of our motion picture
heritage. The Library recently restored its two copies of Lincoln’s Gettysburg address and the
Thomas Jefferson draft of the Constitution. The National Endowment for the Arts allocates about
$4.5 million a year for preservation funding projects, such as grants to restore historic adobe
churches, conserve a Rembrandt Peale portrait housed in Ohio, resurrect old musicals that would
be lost, and save archival tapes of legendary performances by Woodie Guthrie and Jelly Roll
Morton. The 20th century was the American century in dance, but without preservation the



works of master choreographers will die with them.

The General Services Administration is a major conservator of buildings and art. Among its
holdings are 200 buildings that are listed on the National Register of Historic Places; GSA also
maintains the government’s collection of WPA art and the works commissioned with new
construction.

The National Archives and Records Administration presents a special challenge, as there is a back
log of work needed to salvage deteriorating records, convert many to more stable media, expand
storage and renovate facilities. It has submitted a strategic plan with a significant budget increase
that should be considered on its own. The needs of the National Archives, however, are entirely
consistent with this recommendation of a major administration preservation program and could be
presented with other urgent needs. For example, to save the Declaration of Independence, the
Constitution and the Bill of Rights, Archives proposes a series of steps -- removing the Charters
from their deteriorating cases, placing them in new state-of-the-art cases, renovating the vault
system and renovating the National Archives building. The cost estimate for FY 99 is $87 million;
for FY '00 it is $121 million. In addition, Archives proposes to save electronic records ($2.3 M);
improve storage and preservation ($3.6 M); expand public access to collections ($5.6 M); and
promote records management by federal agencies ($2.3 M).

Lhe needs of the National Park Service are compelling; the National Park System that President %
Roosevelt created a century ago now suffers from neglect in maintenance and in preservation -- \\\

needs that must begin to be addressed. NPS owns 15,000 buildings and 35 million artifacts; 'onlyaﬂ%;:0
about seven percent receive conservation each year. Work on even a selective list of endangered

sites would cost at least $64 million. Yet, work must begin -- and with the federal impetus and

the spotlight of attention, many of the projects could attract private support.

We could have a major impact by including at least $100 million in the FY 99 budget and between
$100 million and $200 million in the FY '00 budget to "Save America's Treasures". These
amounts would be allocated proportionate to need, and capacity to regrant new funds, through
the federal agencies and the major preservation non-profits. Because a number of agencies and
NGOs are already "in the business" of preservation, we should be able to begin a well-organized
preservation program on October 1, 1999.

Federal funding should be made available to institutions and citizens' groups on at least a one-to-
one matching basis. There is strong evidence that there would be substantial support in the
private funding sector: corporate, foundation and individual donors. One recent example of the
private focus on preservation is the five million dollars granted by the American Express
Foundation to help create the World Monuments Fund. The J. Paul Getty Trust has invested
$24.8 million in 1996 alone in national and international preservation projects. (Yesterday, the
Getty and the World Bank signed an agreement whereby the foundation will provide expertise on
the role of cultural heritage in the Bank’s sustainable development funding.) Just last week a
major U.S. foundation called to say that, inspired by the White House Millennium Program, they
were ready to commit at least $5 million to the Smithsonian and the National Archives for their
preservation priorities.



A national "Save America's Treasures" program could stimulate a private fund-raising campaign
to capture the commitment and dollars of citizens. A non-profit organization, such as the
National Trust for Historic Preservation, which already has state chapters and thousands of
members, could help launch both the national campaign and local versions. School children could
learn their history as well as the value of philanthropy by participating in fund-raising: perhaps by
collecting 2,000 pennies.

A national preservation program will link strongly to a public-private partnership to digitize
intellectual and cultural material, to enrich the content of the national information infrastructure.
While digitization is not the only -- nor permanent -- method of preservation, it does capture
images and content, making records and objects accessible to a wide public of students, parents,
teachers, writers and researchers. Additional funding for digitization would help the Smithsonian
Institution digitize parts of its collection and allow other federal institutions with collections, such
as the National Archives, to enrich the content of the Internet. In addition, small amounts ($2 -
$4 million each) to NEH, NEA, and IMLS will stimulate projects in non-profit institutions to
digitize their own collections, and to develop curricula around this material. A national
digitization project is similar to, although not identical to, a preservation program; however, one
supports the other. Together they would be a significant gift to the nation: to save and create
access to our history and culture.
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SUBJECT: OFFSHORE OIL DRILLIN

[This memo is for informational purposes on; Ifyou decide that you would like to pursue this issue
further, we will need to engage in a policy process ]

This is in response to your request for information on the possibility of a permanent moratorium on
new leases for offshore oil drilling off the coast of California. It sets out the current status of
California offshore drilling, the legal authorities available to you, relevant policy considerations, and
options for action.

Summary

Current moratoria preclude any new leasing off California until at least 2002. You have broad legal
authority to withdraw areas from leasing. However, policy considerations and Administration policy
to date would suggest that a permanent withdrawal should not be done without, at a minimum, a
factual record from the Interior Department about the impacts of such a withdrawal. Another option,
which also should await a factual record from the Interior Department, would be to extend the

current moratoria for a fixed time period, but to stop short of a permanent withdrawal. You should

be aware, however, that polling data from October 1996 is surprisingly negative on this action --
nationwide, 34% believe we should ban offshore drilling for environmental reasons, while 50% say
we should permit offshore drilling to keep energy prices low and reduce our dependence on foreign
oil. In California and Florida, roughly 53% support a permanent ban and 43% oppose. New Jersey
was also polled, with only 31% supporting and 64% opposing.

Current Status

It is my understanding that Senator Boxer has proposed a permanent moratorium on new oil or gas
leases off the California coast. The practical effect of this action would be to make permanent the
current time limited moratorium on such leases, and reduce the risk that later Administrations will
fail to continue the moratorium now in place. (Of course, later Administrations could revoke any
withdrawal you put into effect, and Congress could always overturn such a withdrawal.)

The Administration’s five year Outer Continental Shelf Leasing Program, issued pursuant to the
Outer Continental Shelf Lands Act, precludes any new leases off the California coast through 2002.
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In addition, President Bush in 1990 withdrew the California Outer Continental Shelf from new
leasing through 2000, and this moratorium has been included in Interior Appropriations bills ever
since. :

Prior to either of these actions, the Reagan Administration had entered into 83 leases off the shore
of Southern California. Those leases are contractual obligations of the government that cannot be
rescinded. Of these, 43 are producing leases and production has doubled over the last 5 years to
approximately 200,000 barrels per day. The other 40 non-producing leases are the subject of an
ongoing study involving the federal and state governments and the oil companies, to be completed
in spring 1998. No production will begin until that study is completed, and all these leases expire
in December 1998 unless production plans are submitted prior to September 1998.

Legal Authority

Section 12(a) of the Outer Continental Shelf Lands Act (43 U.S.C. 1341) provides that the President
“... may, from time to time, withdraw from disposition any of the unleased lands of the outer
Continental Shelf.” The provision clearly authorizes the President to withdraw areas not currently
subject to a lease from leasing. There is no instructive legislative history on the provision.

The Interior Department’s Solicitor’s Office believes that, while the provision does not directly
address revocation of a withdrawal, the language implicitly allows the President to revoke a
withdrawal so issued. That office also notes that there is no specific procedure required by law for
effectuating such a withdrawal, but that an Executive Order would be one appropriate means for
doing so.

The authority has been invoked only twice -- in 1960 by Federal Register notice to establish the Key
Largo Coral Reef Preserve; and in 1992 by a memorandum to the Secretary of Interior from
President Bush confirming an earlier withdrawal pursuant to this authority, to remain in effect
through 2000 “subject to revocation should the President determine the scheduling of a lease sale
to be required in the interest of national security.”

Boji oaiden

The Administration’s general policy with respect to development of the nation’s oil and gas
resources has been that decisions with respect to leasing and moratoria should be based on sound
science and environmental protection. Within those constraints the Administration has supported
production of its energy resources. Decisions with respect to leasing have been made on an
area-by-area basis through the use of Interior’s five year leasing plans, and have been done in an
open process involving the affected parties with a concerted effort at consensus building.

Making permanent the existing five year moratorium in California without additional process or
impact analysis by the Interior Department would be a departure from Administration policy. In
addition, it would set a precedent that could be problematic for two reasons. First, it could increase
pressure on the Administration from opponents of offshore drilling in other states to take Presidential
action without the normal scientific/public process. (For example, large natural gas deposits in the
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Norfleck Trench off the Gulf coast of Florida are estimated to contain enough natural gas to provide
for Florida’s needs for the next 40 years, and the issue of production of that gas is expected to be
controversial). Second, this action could serve as precedent for later Administrations to revoke
existing withdrawals without factual or scientific analysis to the detriment of the environment.

Should you wish to pursue a moratorium but mitigate potential conflicts with current Administration
policy, there are at least two variations on Senator Boxer’s proposal to consider. First, any executive
action to withdraw lands from leasing could (and in my view should) be preceded by a direction to
the Secretary of Interior to provide an analysis of the impact on oil production and the environment
of an extension of, or a permanent, moratorium. It seems most practical to request information on
both a time limited extension of the present moratorium as well as a permanent moratorium. Any
moratorium proposal or request to the Secretary should include a proviso such as that used by
President Bush that the moratorium could be revoked if the President believed it to be a threat to the
national security.

Such a report from Interior would provide a factual record on which to base your decision (albeit one
that stops short of the public process typically used by Interior). Interior believes that such an
analysis could be done very quickly upon request, easily within 30 days. However, Interior has
expressed concerns in the past about the consistency of permanent moratoria on drilling with our
national security interests, and does believe that the public process it has used to make these
determinations during this Administration has significant value. Thus, it is not clear that Interior’s
analysis would result in a blanket endorsement of moratorium extensions.
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FROM: SIDNEY BLUMENTHAL~ )% L rad

SUBJECT: Idea Papers ~. R
Lt gi
Many of the participants in the Thinkers Dinner have been inspirec _ ?j
N enclosed them here. They are: 3. Sgen PP,
< @Ay \\ S

% 1. Barbara Whitehead writes on how the opposition to the childca .
\ recent research on breastfeeding and infant brain developmenttod =+ . S'f}” )

(’3- \42 Cass Sunstein, in a forthcoming Georgetown Law Journal, argu 7 - W A8~
repealing the Independent Prosecutor Act. I believe this article will ¥ . WO o2 Ao

)

. Dani Rodrik suggests using the Asia financial crisis to make the
% S forecasts a decrease in world trade demand if current trends are no

4. Michael Lind writes about the Party of Hope, the Party of Fear ¢
conclusion to his suggested State of the Union (page 28) contains ¢
and 21st centuries that may be rhetorically useful.

W. Paula Rayman urges putting a human face on globalization in order to demystify it and to focus
G‘L““ attention on the work-family connection.

\é. Richard Rorty underlines the notion of making globalization work for all.

m‘% CU\‘I Patricia Williams writes that images of separate communities disenfranchises the majority of

% Americans.

\8( I’ve included a lovely old piece by Sam Beer, which he gave me, about Whitman and the idea
of the union. Among other things, Beer shows that the idea is in the marrow.

\9. I’ve also included a short memo sent to me by Richard Leone, the president of the Twentieth
~ Century Fund, about Social Security and the baby boom generation, in which he suggests a
ppositive way of discussing our generation’s contributions to the building of America.
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FROM: SIDNEY BLUMENTHAL - )/%

SUBJECT: Idea Papers

Many of the participants in the Thinkers Dinner have been inspired to write papers to you. I have
enclosed them here. They are:

o

N
% 1. Barbara Whitehead writes on how the opposition to the childcare proposal may try to use
\ recent research on breastfeeding and infant brain development to discredit it.

fB- \Q Cass Sunstein, in a forthcoming Georgetown Law Journal, argues a strong case in favor of
repealing the Independent Prosecutor Act. I believe this article will receive wide attention.

. Dani Rodrik suggests using the Asia financial crisis to make the case for international trade. He
A‘Q,\h forecasts a decrease in world trade demand if current trends are not reversed.

e

4. Michael Lind writes about the Party of Hope, the Party of Fear and the Party of Fantasy. His
conclusion to his suggested State of the Union (page 28) contains a formulation about the 20th
and 21st centuries that may be rhetorically useful.

w. Paula Rayman urges putting a human face on globalization in order to demystify it and to focus
GI““' attention on the work-family connection.

\d. Richard Rorty underlines the notion of making globalization work for all.

(7‘«05 ({1\7 Patricia Williams writes that images of separate communities disenfranchises the majority of

% Americans.

\3( I’ve included a lovely old piece by Sam Beer, which he gave me, about Whitman and the idea
of the union. Among other things, Beer shows that the idea is in the marrow.

\9. I’ve also included a short memo sent to me by Richard Leone, the president of the Twentieth
S Century Fund, about Social Security and the baby boom generation, in which he suggests a
ppositive way of discussing our generation’s contributions to the building of America.
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BARBARA DAFROE WHITEHEAD

15 FOREST EDGE ROAD * AMHERST, MA ¢ 01002
PHONE: (413)549-6112+ PAX: (413)549-1835

Memo To: Sidney Blumenthal

From: Barbara Whitehead

Re: A strategy for using family and medical leave to win the
childcare debate
Date: January 12, 1998

This memo is inspired by a brief parting exchange I had with the
President. I told him that a recent study in the medical journal Pediatrics
supports his hugely popular family and medical leave program and also
bears upon the new childcare proposal. Its bottom line finding: for infants,
breast milk acts as brain food, boosting 1Q and school performance. (More
on this later.)

I'm also attaching a piece that ran in the Wall Street Journal on the
day after the dinner, An attack on institutional child care in general, it rests
heavily on rescarch evidence of the risks of institutional care for children in
the first six to twelve months of lifc.

As it happens, the evidence for the risks to infants is quite robust.
And now pediatric evidence on the benefits of maternal care for infants is
appearing. For the President’s childcare initiative, this poses both peril and
opportunity.

The peril is this: The opposition will try to use the recent research on
breastfeeding and infant brain development to discredit the proposal. It will
argue that the President’s proposal is at odds with what the White House
itself was telling us last April about early brain development. It will say that
the proposal is not designed with the best interests of infants in mind. It will
say that the proposal rewards women who work during the carly months of a
child’s life, but neglects those who choose to remain at home literally to
pour their mother’s milk into their child’s cognitive capacity. And as the
recent NBC/WSJ poll shows — granted, your polls may tell a different story

P.
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— the public’s view of child care (and especially infant care, I suspect) is
ambivalent,

The opportunity is this: The President can preempt the opposition by
adding a feature to his State of the Union exposition of his child care plan.
The purpose of the addition; affirming the principle that working mothers of
newboms deserve the opportunity to nurture their infants before they return
to their place of employment.

The policy vehicle for providing this opportunity already exists: The
Family and Medical Leave Act. It now offers up to 12 weeks of unpaid
leave for varied family purposes. What if parents of newbomns were
provided with more than 12 weeks of unpaid leave? Ideally the number of
weeks might rise incrementally to 36 weeks, but you know better than I how
many weeks might be appropriate for the first incremental expansion.

This puts the President on the offense and keeps him there. He can
say:

I have long recognized the importance of giving parents the option of
caring for newborn babies at home. This is one reason why I faced down
Republican opposition and signed the Family and Medical Leave Act. The
latest research on infant well-being only confirms the importance of
providing new parents with this opportunity.

Thus, he can use a wildly popular achievement not only as the policy
vehicle but also for rhetorical and political leverage. This puts the
opposition in a corner: You'll get the option of at-home maternal carc for
infants in the early months of life, but the price you pay for it is an
expansion of a signature achievement of the Clinton administration (and one

you fought against.)

This also enables the President to present his childcare initiative in a
way that is sensitive to the developmental needs of the child: expanded
family leave for working parents of infants, followed by quality day care for
children beyond infancy, followed by afterschool care for school-age kids.
Again the emotional and cognitive needs of children — rather than what some
might disparage as the convenience desires of parents and employers — are
the linchpin rationale.
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Of course, some parents, especially single mothers who are leaving
welfare for work, will have to rely on childcare for their infants and toddlers.
(Some states require new mothers to return to school or work as early as
twelve weeks after the birth of a baby, I believe.) But the point remains that
the President has already fought, against Republican opposition, for the right
of working parents to stay at home with a newbom. Now he can call for an
expansion of that right.

A brief summary of the attached article:

This well-designed longitudinal study by New Zealand researchers indicates
that children who are breast fed for up to eight months have higher IQs and
better school performance than those who are fed infant formula. The
researchers hypothesize that a fatty acid present in breast milk but not in
formula may be responsible for the advantage. Another hypothesis is that
eight months of breastfeeding makes for stronger attachment between infant
and mother, and stronger attachment enhances cognitive and emotional
functioning. Importantly, the positive effects of breastfeeding persist over
time. Partly in response to the research and partly in response to clinical
experience, the American Academy of Pediatrics recently revised its
advisory on breastfeeding and called for a full year of maternal breastfeeding

wherever possible.
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By Anpuew PpyroN THOMAS
A harmful social -phenomenon is fast.

A Dangerous Experiment in Child-Rear

. galning popular acceptance—a vice s0

common that the problem is rarely even

. discussed, and almost never forthrightly.
* A new Census Bureau study makes clear

the magnitude of the problem. Examining

nearly 57,000 households. across the U.S., -

the bureau found that §5% of new mothers
return to the work force within one year of
giving birth. In 1976, by contrast, the fig-
ure was only 31%. Ours is now a day-care
culture. And the Clinton administration
appears determined to keep it that way.

Yesterday the president proposed & $21.7 -

billion program of new spending and tax
breaks to subsidize day care.

It 1g otie thing for both parents to work
outside the home when their kids are

older. But for both parents in 2 majority of

{amilies to be employed before their chil- -

dren can cven walk is startling, We are
witnessing a momentous experiment in
the raising of children. Yet there are few

stirrings in the culture suggesting any-.

thing but a complacent aceeptance of this
revolution in child rearing. Few polidcal,

cultural or religious leaders hdve spoken

out against the growing practice of aban-
doning infants to paid strangers. Yet re-
cent research, not to mention common
sense, tells us that this quiet overhaul of
American families is a’ profound tragedy
whose bitter fruit will be reaped for
decades to come. L

‘Psychological Thalldomide’

Soclal science confirms that babiés
raised in dey-care centers and similar in-
stitutions are often emotionally malad-
justed. Child development expert Edward

: Zigler of Yale has gone so far as to call day

care “pgychological thalidomide.” Re-
search beginning In the early 1970s has
found that such children are more likely to

be violent, antisocial and resistant to basic . -

discipline. A 1974 study in the journal De-

velopmental Psychology reported that

children who ¢éntered day care before their
first birthday were "significantly more ag-
gressive” and more ph v
bally abusive of adults than other children.

A 1986 study by Ron Haskins in Child

Development, another scholarly journal,
compared two groups of day-care chil

and found that those who had spent more .

time in day care suffered frora proportion-

ately greater ill effects, regardless of the .

quality of care. Teachers were more likely
to rate these early-care children as “hav-
ing aggressiveness as a serious deficit of
social behavior.”. Stmilarly, Jay Belsky of

ically and ver- .
= " ported that a chfld’s placement in day care

Pennsylvania State University warns,
based on his research, that full-time day-
care babies are at risk of “heightened ag-
gresgiveness, non-compliance and with-
drawal in the preschool and early school
ycm.ﬂ R

Other studles have concluded that
lengthy stays in day-care centers impair
children’s mental ability. In 1995, the Na-
tional Institute of Mental Health published
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leve that a stranger can care for your
child as well as you can?

Defenders of day care often say it is es-
sential for women's equality in the work
force. This simplistic notion, however, ig-
nores the experiences of real .men and
women. Often It is fathers who are the
biggest fans of day care: They like the ex-
tra income their wives can bring in by de-
positing children in institutions during the

. Social science confirms that children raised in day-care
centers and similar institutions are often emotionally mal-

adjusted and mentally impaired.

a joint U.S.-Israell study that found chil-
dren raised in Israeli communes known as
kibbutztm, who recelved 24-hour day care,
were at significantly greater risk of devel-
oping schizophrenia and other serious
mental disorders. Last April the Natonal -
Institute of Child Health and Human De-
velopment released a long-term study of
1,364 children from 10 states. The study,

" Théy don’t belong tn day care. _
which examined children from diverse eth-
nic and socioeconomic backgrounds, re-

provided ‘a “significant prediction” of
pooret.-mother-child interaction and re-
duced cognitive and. linguistic develop-
ment. e

-These are remarkable findings, espe-
cially given that socfal scfentists, in the
main. hold no brief for traditional family
values: But If you are a parent skeptical of
this soclal sclence, ask yourself this
stralghtforward question: Do you truly be-

day. It {5 mothers who usually feel the
sting of guilt, that despised but just gudfly
of conscience.

Americans today are sophisticated at
rationalizing vice, but the justifications of-
fered for day care are surprisingly thin.
The most common excuse is that young
+couples need the extra maoney. ‘But-U.8.
News & World Report found that the me-
dian -income for two-earner families is
$56,000, compared with $32,000 for male-
breadwinner homes. At neither salaryis a
four-member family lacking for necessi-

. ties. Per capita disposable income, adjust-

ing for inflation, is more than twice as
high today as it was In 199, and three
times as high as in 1930. Familles are

* spending much of this money on luxuries

like bigger homes (new homes are 38%
larger now than in 1970)—not on their kids,

The notorious au pair trial presented
this reality in stark relief: Two physician¢
imported a teenage Indentured servant,
pa&oher slave wages, entrusted her with

raising their two children and then were .
_outraged when many Americans did not

entirely sympathize with them after one of
the children died in the young woman's
care,

_ Childhood, was never petrfect. Small
children were once forced to sweep chim-
neys and pick grapes, and often children
lost parents entirely to disease and war,
But that is precisely why the destruction of
the 10508 nuclear family s so tr-aglc The
1950s set a standard for family life that
probably has never been equaled any-
whaere. Children were raised by two par-
ents in a safe, comfortable home, and
Mom was almost always there to look after
them when they were young. The self-cen-
tered ‘popular culture unieashed in the
19609 mocked and ultimately shattered t}lls
paradigm. Now we are institutionalizing
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the worst aspects of this cultural revolu-
tion by warehousing infants merely so that
we might accumulate ever-nicer posses-
£lons.

If these dire trends are to be reversed,
our leaders must assert themselves. To be-
gin with, religious leaders should décty
the selfishness and materialism that lead
parents to put their careers ahead of thelr
children. -

Politicians always do well to leave
moral condemnations to the pulpit, and
such a sermon would not win them many
votes today. Yet they would likely become
heroes to many working mothers i(." in-
stead of simply ignoring this issue, they
handled it with sincerity nnd skill. A Roper
poll this year reported that 76% of Ameri-
cans think that mothers who work outside
the home and have children under age
three threaten family values. A survey -of
American women this year by the Pew
Center found that 81% thought the job of
mothering is more difficult today than it
was 20 or 30 years ago, and 66% thought
they did a less capable job than their own
mothers. Even among women who work
full time, only 41% were confident that
their situation was good for their childre.

Can't Have It All -

There are several policy changes tha

elected officlals should consider. The fed-
eral child care tax credit, which subsidizes
day care at the expense of stay-at-home
parents, should be reassessed. In & grow-
ing number. of jurisdictlons, judges -are
pressuring divorced mothers, even those
with small children, to go to work, by re-
ducing child-support payments based on
their atial income, This practice
should be ended legisiatively. Lawmukers
should also consider offering tax credits
for businesses that accommodate mothers
ot fathers who leave the work force during
thelr child's critical first five years. And,
of course, Congress should reject Mr. Clin-
ton's ill-considered plan to subsidize day
care. ;
- Above all, we must see through the ca-
nard that tells us that when it comes to the
ancient clash between carcer and family,
we are now clever enough to be ablé to
“have it all.” For when we knowingly sdc-
rifice our children’s well-being for the sake
of money or careers, are we even truly
worthiy of our children's love?

Mr. Thomas is an altorney in Phoonix
and the quthor of “Crime and the Sacking of
America: The Roats of Chaos™ (Brassey's,
199k). ;
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ELECTRONIC AR;I‘ICLL
Breastfeeding and Later Cognitive and Academic Qutcomes

I.. John Horwood and David M. Fergusson

From the Christchurch Health and Development Study, Christchurch School of Medicine, Christchurch
New Zealand. ’

p ABSTRACT

Objective. This study examines the associations between duration of breastfeeding - -*I—',‘,%m -
and childhood cognitive ability and academic achievement over the period from 8 to | « Jutreduction .
18 years using data collected during the course of an 18-year longitudinal study of a | v JMethods
birth cohort of >1000 New Zealand children. j Xooemlh

w References
Method. During the period from birth to age 1 year, information was collected on : =

matemal breastfeeding practices. Over the period from 8 to 18 years, sample members were assessed on
a range of measures of cognitive and academic outcomes including measures of child intelligence
quotient; teacher ratings of school performance; standardized tests of reading comprehension,
mathematics, and scholastic ability; pass rates in school leaving examinations; and leaving school
without qualifications.

Results, Increasing duration of breastfeeding was associated with consistent and statistically significant
increascs in 1) intelligence quotient assessed at ages 8 and 9 years; 2) reading comprehension,
mathematical ability, and scholastic ability assessed during the period from 10 to 13 years; 3) teacher
ratings of reading and mathematics assessed at 8 and 12 years; and 4) higher levels of attainment in
school leaving examinations. Children who were breastfed for 28 months had mean test scores that were
between 0.35 and 0.59 SD units higher than children who were bottle-fed.

Mothers who elected to breastfeed tended to be older; better educated; from upper socioeconomic status
families; werc in a two-parent family; did not smoke during pregnancy; and experienced above average
income and living standards. Additionally, rates of breastfeeding increased with increasing birth weight,
and Frst-born children were more likely to be breastfed.

Regression adjustment for maternal and other factors associated with breastfeeding reduced the
associations between breastfeeding and cognitive or educational outcomes. Nonetheless, in 10 of the
12 models, fitted duration of breastfeeding remained a significant predictor of later co guitive or
educational outcomes. After adjustment for confounding factors, children who were breastfed for 28
months had mean test scores that were between 0.11 and 0.30 SD units higher than those not breastfed.

1/6/98 10:44
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Conclusions. 1t is concluded that breastfeeding is associated with small but detectable increases in child
cognitive ability and educational achievement. These effccts are 1) pervasive, being reflected in a range

of measures including standardized tests, teacher ratings, and academic outcomes in high school; and 2)

relatively long-lived, extending throughout childhood into young adulthood.

Key words: breastfeeding, cognitive ability, academic achievement, longitudinal study.

p INTRODUCTION

!
Over the last 2 decades, there has been an accumulation of evidence suggesting that q -IQP! Yo
breastfeeding may lead to small but detectable improvements in childhood cognitive ‘| « Totroduction
ability or educational achievement. Three lines of evidence support this conclusion. i 7 Methods
{ v Results
First, evidonce from longitudinal studies of general child samplesl has shown 1 - m

ropeatedly that children who are breastfed show small increases over bottle-fed @ —=

children in mean test scores on measures of intelligence and academic achievement, with these
differences persisting after control for confounding factors. Typically, these studies suggest that in
comparison with bottle-fed children, children who are breastfed for a minimum of 3 to § months have an
advantage of between 0.15 and 0.25 SD units in mean test performance, cven after control for
confounders.1

Second, data from an cxperimental study of foeding practices among preterm infants showed that
children whose mothers chose to express their own milk to feed their infant had higher developmental
scores at 18 months and higher intelligence quotient (IQ) assessed at 7.5 to 8.0 years than those whose
mothers chose not to do so.1:8 These differences persisted after control for confounding factors, and
w there was evidence of dose-response relationships between the amount of breast milk supplied and
developmental or cognitive gains. These children had taken part in a randomized trial of nutrition in
neonatal diet. Among the children whose mothers had chosen not to express their breast milk, those
randomized to donor breast milk, with low nutrient content, performed as well as those fed with nutrient
supplemented preterm formula and significantly better than those fed a standard term formula.2 These
data raise the possibility that some components of breast milk ameliorate the effect of poor nutrition.&

Finally, neurodevelopmental research has suggested that the factors in breast milk that may be
responsible for the improved cognitive abilities of breastfed children may involve long chain
polyunsaturated fatty acids and, particularly, docosahexaenoic acid (DHA),A2 with some clinical studies
in which infant formula was supplemented with DHA suggesting possible improvements in visual acuity
and cognitive ability in preterm infants given the DHA-supplemented formula 1

Collectively, the cvidence from longitudinal research, clinical trials, and neurodevelopmental research is
beginning to provide a compelling case for the view that breastfeeding may have longer-term effects on
individual cognitive ability and educational achicvement. There are, nonctheless, a number of issues
about the associations between breastfeeding and cognitive outcomes that require clarification.

One important issue concerns the extent 10 which the benefits of breastfeeding on cognitive development
persist beyond middle childhood. To date, most studics have examined these benefits in preschool
childrenl4:2:16 or in children studied in the carly school years LE8.1Z18 Less is known about the extent
t0 which the bencfits of breastfeeding on cognitive ability extend into adolescence and young adulthood.
This {ssuc is clearly important because it is possible that the benefits of breastfeeding on cognitive

\—  dovelopment may wash out over time, with these benefits being confined to only a relatively short period
of the individual's life.

20f 11 1/6/98 10:44 .
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A second issue concerns the assessment of educational achievement. To date, only a few studies appear
to have asscssed measures of academic achicvement, as opposed to measures of cognitive ability,1.2.6
and of these, the majority have used methods of standardized testing to assess educational a.chicv‘ement
Although such measures have obvious psychometric advantages reflected by their standardization ‘
reliability, and validity data, the extent to which performance on standardized tests reflects real iif;:
academic achievement remains to be assessed. For these reasons, it would be desirable for cognitive
benefits of breastfeeding to be assessed using a range of indices that could include performance on
standardized tests, teacher-based evaluations of academic achievement, and levels of achievement in
school examinations or in tertiary education.

To address the issucs above, this paper reports on the results of an 18-year longitudinal study of the
relationships between infant feeding practices and later cognitive ability and academic achievement in a
birth cohort of >1000 New Zealand children studied from birth to age 18 years. The design of this study
made it possible to examine 1) the extent to which benefits of breastfeeding on cognitive ability and
achievement were evident throughout middle childhood, adolescence, and into young adulthood; and 2)
the extent to which breastfeeding was related to a range of indices of academic achievement that
included performance on standardized tests, teacher ratings of academic achievement, and levels of
success-in examinations on leaving school.

» METHODS
The data were gathered duting the course of the Christchurch Health and a %ﬁuﬂ
Development Study. The Christchurch Health and Dovelopment Studyis a | = JIntroduction

longitudinal study of a birth cohort of 1265 Christchurch, New Zealand, children born i« Methods

in 1977. The cohort was an unselected population sample compriging all children : ~ ‘mm
bom in all hospitals in the Christchurch urban region during the period from April ii w References

15, 1977 to August 5, 1977. These children have been studied at birth, at 4 months, at '
1 year, at annual intervals to age 16 years, and again at age 18, using information gathered from a
combination of sources including parental interview, teacher report, standardized testing and interviews
with the children, and medical records 12

Measures Used in the Study

Breastfeeding When children surveyed were 4 months and 1 year of age, mothers were questioned in
detail concemning breastfeeding practices, use of milk formulas, and other aspects of infant diet. Maternal
reports were supplemented by evidence on breastfeeding practices recorded in the developmental records
completed by community health nurses. In addition, information was available from medical records of
the mother's breastfeeding practices in the maternity unit at the time of tho child's birth. Using this
information, the following measures of breastfeeding were constructed. The first measure was duration
in months for which the child was breastfed. For the purposes of data display, this measure has been
classified into four groups: child was not breastfed; child was breastfed for <4 months; child was
breastfed for 4 to 7 months; child was breastfed for 28. The second measure was duration in months of
exclusive breastfeeding. This was defined as the number of months, to age 4 months, that the child was
report%d ftc;\ have been breastfed without receiving any additional cow's milk, milk formula preparation,
or solid food.

Although the two mcasures of breastfeeding were derived independently and used different criteria, they
proved to be highly correlated (= 0.84; P <.001).

1/6/98 10:44 .
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Measures of Cognitive Ability and Academic Achievement

To describe the child's cognitive ability and academic achievement durin the period
of age, the following measurcs were sclected. suicp from 8 to 18 years

Measures of Cognitive Ability At ages 8 and 9 years, children were administered the Revised

A . i Wechsl
Intelligence Scale for Children MSC-R).ZQ For the purposes of the present analysis, the child's total Slg
scores were used. The reliabilities of these scores, assessed using split-half methods, were .93 at age
8 years and .95 at age 9 years.

Teacher Ratings of School Performance When children were 8 and 12 ycars of age, teacher ratings of
the child's performance in reading and mathematics were obtained. Teachers were asked to ratc the
child's performance in each area relative to other children of the same age, and ratings were made on a
five-point scale ranging from 1 = very poor to 5 = very good.

Standardized Tests of Achievement During the period from 10 to 13 years of age, children were
administcred a serics of standardized tests of achievement including 1) tests of reading comprehension
based on the Progressive Achicvement Test of Reading Comprehension,2! administered at ages 10 and
12 years; 2) tests of mathematical reasoning based on the Progressive Achievement Test of
Mathematics,22 administered at age 11 years; and 3) tests of Scholastic Abilitics,23 administered at age
13 years. The Test of Scholastic Abilities is a broad-based measure designed to assess thosc verbal and
numerical reasoning abilities deemed to be requisite for success in academic aspects of the school
curriculum.22 The reliabilities of these measures, assessed using coefficient «, ranged from .83 for the
measures of reading comprehension to .87 for the measure of mathematical reasoning and .95 for the
measure of scholastic ability,

High School Outcomes At 18 years of age, study participants were assessed on the following two
measures of high school success. The first was the number of passing grades achicved in School
Certificate examinations. School Certificate is a national series of examinations that New Zealand
children may attempt at the end of their third year of high school. School Certificate examinations are
the first of a series of public examinations that provide young people with the eligibility requirements to
enter universities. Students typically undergo School Certificate at 15 or 16 years of age and attempt
examinations in between four and six subjects. The results of School Certificate examinations are graded
from A to E, with grades A, B, and C considered passing grades. The second measure was leaving
school without qualifications. Students who had left school by age 18 without at least one passing grade
in School Certificate were classified as having left school without qualifications.

Confounding Factors

To control for potentially confounding and selection factors associated with breastfeeding, a range of
measures of social, family, and other factors was selected from the database of the study. These
measures were chosen on the basis of being known to be associated with the mother’s breastfeeding

history and/or with the cognitive and academic outcomes.

Measures of Social and Family History Maternal age at the time of the survey child's birth and
maternal education at the time of the child's birth were the first two measures of social and family
circumstances. Bducation was coded on a three-point scale reflecting the highest level of qualification
obtained, with 1 = no formal qualifications, 2 = high school qualifications, and 3 = tertiary level ‘
qualifications. The third measure was family socioeconomic status at the time of the child's birth. This
was assessed using the Elley/Irving scale of socioeconomic status for New Zealand.24 This scale
categorizes families into six classes on the basis of paternal occupation. The fourth measure was the

1/6/98 10:44 A}
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c.hild‘s family placement at birth. This was a binary measure reflecting whether the child cntered a
single-parent family or a two-parent family at birth. The fifth measure was maternal smoking during
pregnancy. This was a binary measure reflecting whether the mother smoked during pregnancy.

The sixth measurc was family living standards (0 to 5 years). Each year until survey children were

S years of age, survey interviewors werc asked to rate the family’s living standards on a five-point scale
ranging from 1 = very good to § = very poor. Thesc ratings were summed and then averaged over the
S-year period to provide a glohal measure of the general quality of living standards experienced by each
family during this period. The seventh measure was averaged family income (0 to 5 ycars), Each year
estimates of the family's gross annual income were obtained from parental report. To provide a mcasu’rc
of the average level of income available to each family for the period from the child's birth to age §
years, the income estimates for each year were first recoded into decile categories and the resulting

Lneq?urr:i]t?cn averaged over the 5-year period to produce a measure of the family's averaged income
CClIC .

Measures of Perinatal Outcome These were measures of gender, the child's birth weight in grams, the
child's estimated gestation in weeks, and the child's birth order in the family.

Sample Sizes

Although this study is based on a birth cohort of 1265 children, the sample sizes studied in this paper are
smaller, ranging from 772 to 1064. There were three reasons for these variations in sample size. First,
during the study period, there was attrition in the sample attributable to the combined effects of subject
refusal, outmigration from New Zealand, and death. The result of this attrition was that by age 18, the
number of cohort subjects had been reduced to 1025 subjects, with these subjects representing 81.0% of
the original sample and 92.3% of the sample still in New Zealand. Second, for standardized testing, :
sample size was reduced further because of logistic reasons that made it necessary to confine
standardized tests to the sample of children resident in the Canterbury region. Canterbury residents
ropresented ~80% of the cohort in any year, Finally, there were small amounts of missing data for some
measures. The sample sizes studied for cach outcome measure arc shown in Table 1.

TABLE 1
View this table:  Associations Between Duration of Breastfeeding and Measures of Cognitive
[in this window] Ability, Teacher Ratings of School Performance, Standardized Tests of
[in.a new window] Achievement, and High School Success

The variations in sample size raise the possibility that the results reported here could have been
influenced by tho cffccts of nonrandom sample attrition. However, whereas previous analyscs of
educational outcomes for this cohort suggest a slight bias in the samples available for analysis toward
underrepresentation of children from more disadvantaged family backgrounds, analyses that incorporate
statistical corrections for such bias produce conclusions essentially identical to those that do not
incotporate such correction.228 These findings suggest that sample loss processes are unlikely to
influence the conclusions drawn from the analyses reported here.

P RESULTS
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Assoclations Between Duration of Breastfeeding and Measures of Cognitive | 3 Top
Ability and School Achievement :

L : : Jntcoduction
Table 1 presents the relationships between the duration of breastfeeding classified  i| <« Results
into four groups (not breastfed, breastfed <4 months, breastfed 4 to 7 months, | Y Riscussion

breastfed 28 months) and mean scores on a series of measures of cogpitive ability and L~

school achievement including the WISC-R IQ test; teacher ratings of performance in reading and
mathematics; standardized tests of reading comprehension, mathcmatics, and scholastic ability; and
success in School Certificate examinations. Tablc 1 also shows the percentage of children in each group
who left school without qualifications. For case of comparison, all standardized tests have been scaled to
a mean of 100 and an SD unit of 10, and teacher ratings have been scaled to a mean of 3 and an SD unit
of 1, Bach comparison is tested for statistical significance, with continuously distributed measures being
tested by one-way analysis of variance and the dichotomous measure by the %2 test of independence. The

strength of association between duration of breastfeeding and each outcome is described by the product
moment cortelation.

Table 1 shows clear and highly significant (2 < .0001) tendencies for increasing duration of
breastfeeding to be associated with higher scores on measures of cognitive ability, teacher ratings of
performance, standardized tests of achievement, better grades in School Certificate examinations, and
lower percentages of children leaving school without qualifications. On average, children who were
breastfed for >8 months 1) scored between 0.35 and 0.59 SD units higher on standardized tests of ability

and teacher ratings of school performance than children who were not breastfed, and 2)
were considerably less likely than nonbreastfed children to leave school without qualifications (relative
risk = 0.38; 95% CI: 0.25, 0.59). o

“ww  Tests of lincarity applied to the associations in Table 1 suggested that in all cases, the association
between duration of breastfeeding and the outcome measure was well approximated by a linear model.
The product moment correlations between duration of breastfeeding and the outcome measures were
generally similar across all outcomes, ranging from 0.14 to 0.24, with a median value of 0.20, suggesting
that from middle childhood to the point of leaving school, there were moderate but consistent tendencies
for increasing duration of breastfeeding to be associated with increasing levels of cognitive ability and
academic success.

The pervasive associations found between breastfeeding and measures of cognitive ability and academic
achicvement were, in part, explained by the fact that the outcomes described in Table 1 were all
significantly correlated. Correlations between different measures ranged from as high as 0.88 to as low
as 0.32, with the median intercorrelation between measures being 0.61. Given the correlations between
cognitive ability and academic achievement throughout childhood and into young adulthood, itis
evident that if breastfeeding is associated with one of these outcomes, it is likely to be associated with

others.
Associations Between Duration of Breastfeeding and Social, Family, and Perinatal Factors

Table 2 shows the relationships between duration of breastfeeding and the potentially confounding
social, family, and perinatal factors described in the "Methods." For ease of data display, measures of
family factors and social background have been expressed as dichotomous variables. The rules for
constructing these dichotomies are reported in Table 2. The significance of the associations between the
y duration of breastfeeding and the variables in Table 2 was tested using the X2 test of independence fqr
“—" gichotomous measures and one-way analysis of variance for continuously distributed variables (i, birth
weight, gestation).

G6af 11 1/6/98 10:44 #
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. R L TABLE 2
View this table: Associations Between Duration of Breastfeeding and Social, Family, and

! ! Perinatal Factors
{in a new window]

Table 2 shows clear tendencies for increasing duration of breastfeeding to be associated with decrcasing
levels of social and family disadvantage and improved child perinatal outcomes. In particular, there were
detectable tendencies_for women who did no breastfeed to be younger (P < .001), to have po:::rcr
educational qualifications (P < .001), to have smoked during pregnancy (£ <,001), to be more likely to
come from families of lower socioeconomic status (P <.001), families with below-average living
standards (P < .001), or families with low income (P <.001); and to have been a single parent at the time
of the survey child's birth (P < .001). In addition, women who did not breastfeed were more likely to
have had infants of lower birth weight (P <.001) and to be primiparous (P <.001). However, the
duration of breastfeeding appeared to be unrelated to the child's gender (P >.30) or gestation (P> .20).

Associations Between Duration of Breastfeeding and Coguitive Outcomes After Adjustment for
Confounding

To examine the associations between duration of breastfeeding and cognitive and educational outcomes
after adjustment for the social, family, and perinatal factors presented in Table 2, the data were
reanalyzed by fitting multiple regression models in which each outcome measure was modelled as a
function of the duration of breastfeeding and the potentially confounding or selection factors. For
continuously scored outcomes, multiple linear regression models were fitted, whereas for the
dichotomous outcome, multiple logistic regression methods were used. In fitting these models, the social
and family factors were not scaled as dichotomies as shown in Table 2, but rather were scored as
described in "Methods."

From the paramecters of the fitted regression models, estimates of the dose-response functions between
the duration of breastfeeding and the outcome measures adjusted for confounding factors were obtained.
These adjusted associations are given in Table 3, which shows for each outcome 1) the covariate
adjusted mean scores or percentages for each level of the breastfeeding factor; 2) the test of significance
of the breastfeeding factor based on the ratio of the regression coefficient for the breastfecding measure
to its SE; and 3) the confounding covariates that were found to be significant in each equation. The
adjusted mean scores and percentages were obtained using the methods described by Lee (1981).21 The
adjusted means and percentages give estimates of the mean test scores and percentages that would have
been observed had all subjects been exposed to comparable levels of the confounding covariates in
shown for cach equation.

TABLE 3
View this table:  Associations Between Duration of Breastfeeding and Moasures of Cognitive
[m_tm.uaam;uﬂ Ability, Teacher Ratings of School Performance, Standardized Tests of
(in a new window] Achievement, and High School Success Afier Adjustment for Covariates

Examination of Table 3 leads to the following conclusions:

1. In all cases, control for confounding factors reduced the strength of association between the
duration of breastfeeding and later outcomes. This result suggests, in part, that the apparently
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superior performance of children ¢xposed to lengthy duration of breastfeeding reflected the
presence of confounding factors and/or selection processes that were associated with both

g breastfeeding and later cognitive achievement. [uspection of the significant covariate factors
suggests that these confounding factors included both measures of social/family advantage
(maternal age, education, family socioeconomic status, family income, and living standards) and
measures of perinatal outcome (birth weight, birth order, gender).

2. Of the 12 comparisons made, however, 10 show statistically significant (P < .05) associations
hetween duration of breastfoeding and later outcomes, one comparison is marginally significant (P
< .10), and one clearly nonsignificant (P > .15). Of particular note is the fact that both the
individual's levels of success in School Certificate examinations and his/her risk of leaving school
without qualifications were significantly related to duration of breastfeeding even when allowance

was made for confounding factors.
3. In general, the results suggest that after adjustment for confounding, there were small but

consistent tendencics for increasing duration of breastfeeding to be associated with increased 1Q,
increased performance on standardized tests, higher teacher ratings of classroom performance, and
better high school achievement. The size of this influence can be seen by comparing the adjusted
mean test scores of children who were not breastfed with those of children who were breastfed for
>8 months. These comparisons show that children who were breastfed for 28 months had mean
scores that were between 0.11 and 0.30 SD units higher than the scores for those who were not
breastfed. Similarly, children breastfed for 28 months were only two thirds as likely as
nonbreastfed children to have left school without qualifications.

Supplementary Analyses

To examine the robustness of study conclusions to changes in analytic approaches, the following
“._  supplementary analyses wete conducted.

1. The data werc reanalyzed using a classification of breastfeeding based on the number of months
for which the child was exclusively breastfed. This analysis produced conclusions that were
consistent with those drawn above: increasing duration of exclusive breastfeeding was associated
with increasing levels of cognitive ability and academic achievement, and adjustment for
confounding tended to reduce the size of these associations but, even after adjustment, significant
(P < .05) associations remained between the duration of exclusive breastfeeding and 9 of the
12 outcomes studied. In particular, there were significant adjusted associations between duration
of exclusive breastfeeding and high school outcomes measured at age 18.

2. To examine whether the cffects of breastfeeding varied for boys and girls, the analyses were
extended to include tests of interactions between gender and measures of breastfeeding in their
effects on cognitive and educational outcomes. However, in no instance was there any detectable
evidence to suggest that the association of breastfeeding with the outcome measures varied with

the child's gender. i
3, Exploration of additional possible confounding factors was conducted by examining the extent to

which such factors as maternal work force participation patterms cxplained the associations. There
was no evidence to suggest that the associations batween breastfeeding and academic achievement
or cognitive ability could be explained further by the inclusion of such confounding factors into
the models.

» DISCUSSION

2 of 11 1/6/98 10:44.
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This study has examined the statistical linkages between duration of breastfeeding 4 Top
and later cognitive outcomes in a birth cohort of New Zealand-born children studied | - Mmmnumnn :

to 18 years of age. The findings of this study may be sumimnarized as follows. g

]

Increasing durfttion of breastfeeding was associated with small, detectable, and - m
generally consistent increases in childhood cognitive outcomes from the age of 8to L -

the age of 18. Breastfed children had higher mean scores on tests of cognitive ability; performed_i;et;ér |

on standardized tests of reading, mathematics, and scholastic ability; were rated as performing batter in
reading and mathematics by their class teachers; had higher levels of achievement in school-leaving
examinations; and less often left school without educational qualifications. There seems to be little doubt
on the basis of this evidence that patterns of infant feeding were consistently related to levels of
educational attainment from middle childhood to the point of young adulthood.

Subsequent analysis revealed that, in part, the cognitive and academic superiority of breastfed children
was explained by the fact that they tended to be bom into socially advantaged families characterized by
having older, better educated mothers, who did not smoke during pregnancy, higher socioeconomic
status, better living standards, and higher family income, However, even after control for confoundin
and s¢lection factors associated with infant feeding practices, increasing duration of breastfeeding was
associated with small but significant increases in scores on standardized tests of ability and achievement,
teacher ratings of classroom performance, and greater success at high school. The size of this effect may
be illustrated by comparing the mean test scores of those who were breastfed for =8 months with those
who were not breastfed. This comparison showed that even after statistical adjustment, children exposed
to 28 months of breastfeeding had mean test scores that were between 0.11 to 0,30 SD units higher than
those not breastfed. These effect sizes appear to be very similar to the effects found in other studies of
general child samples. Similarly, after adjustment for confounding factors, children who were breastfed
for 28 months had only an approximate two-thirds risk of leaving school without qualifications
compared with children who were not breastfed. These results were found to be resilient to a change to
an alternative measure of the duration of breastfeeding based on the number of months of exclusive

breastfeeding.

Although the results above suggest that associations botween duration of breastfeeding and later
outcomes persisted when allowance was made for a range of confounders, the possibility remains that
the association between breastfeeding and longer-term outcomes found in this study is noncausal and
arises from the effects of confounding factors that have not been controlled adequately in the analysis.
Nonetheless, when taken in conjunction with the existing literature on this topic,1.18 the weight of the
evidence clearly favors the view that exposure to breastfeeding is associated with small but detectable
increases in childhood cognitive ability and educational achievement, with it being likely that these
increases reflect the effects of long chain polyunsaturated fatty acid levels and, particularly, DHA levels
on early neurodevelopment. 1 The present study extends these conclusions by showing that the effects of
breastfeeding are 1)pervasive and reflected in a range of measures including standardized tests, teacher
ratings, and success in high school cxaminations; and 2) relatively long-lived, extending throughout
childhood into young adulthood.

Clinical Implications
These findings add to a growing body of evidence that has suggested breastfoeding may have multiple
health and other benefits for children.12.28 The particular significance of the present findings is that they

show the cognitive benefits that are associated with breastfeeding are unlikely to be short-lived and
appear to persist until at least young adulthood. These findings underwrite the need to encourage
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breastfeeding and/or to continue to develop improved infant formulas with properties more similar to
those of human breast milk that may lead to improved developmental outcomes in children.11

» FOOTNOTES
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Bad Incentives and Bad Institutions

Cass R. Sunstein’

The Independent Prosecutor Act is a case study in the law of unintended
consequences. The Act was designed to increase trust in government. But it actually
reduces trust in government, not because of serious misconduct on the part of high-level
officials, but because of scandal mongering, and because of the transformation of political
disputes into criminal allegations. The Act should be repealed.

The fundamental problem with the Act is that it imposes harmful incentives on
members of Congress, the media, and the independent counsel itself. An important effect
of these harmful incentives is to damage processes of democratic deliberation, by deflecting
attention from serious issues involving the effects of policy on human lives and focussing
people -- representatives, media, and citizens alike -- on scandals that are often imaginary
and that, even if real, are most unlikely to deserve the prominence that the Act gives them.

One of the most central problems of American democracy in its current form
consists in its emphasis on sensationalistic anecdotes, eye-catching accusations,
dehumanization of political opponents, accompanied by insufficient focus on the nature of
actual problems and how they might be solved. It would be good to attend far more
attention to measures to alleviate poverty and far less attention to questions about where,
exactly, the Vice President was when he engaged in fund-raising. This problem is
especially serious in Congress, which should be less focussed on alleged law-breaking and
more fundamentally concerned with the effects of existing and proposed laws on citizens.
The principal effect of the independent counsel act is to fortify bad tendencies in current
practice. 'L’I'hc Act does a great deal of harm and little good. It should be repealed as soon as
possible.

I. The General Problem

The American constitutional tradition aspires to be a deliberative democracy, in
which issues are debated by reference to reasons and principles.® Officials are supposed to
be accountable to the people, but they are also intended to be in a position to reflect and to
deliberate on appropriate policies, rather than mechanically to implement some aggregation
of preexisting desires. The institutional safeguards of the original Constitution, including
both national representation and checks and balances, were designed to implement this

! Karl N. Llewellyn Distinguished Service Professor, University of Chicago, Law School and Department
of Political Science. I am grateful to Jack Goldsmith, Dan Kahan, Martha Nussbaum, and Judy Shih for
excellent comments, and to Shih for valuable research assistance as well,

* This is not an endorsement of the constitutional attack on the Act, urged in Justice Scalia’s dissenting
opinion in Morrison v. Olson, U.S. On the constitutional issues, see Lessig and Sunstein, The President
and the Administration, 94 Colum L Rev 1 (1994). But many of Justice Scalia’s objections do point to
serious problems in the Act, and I stress those problems as a policy matter here. See Steven Calabresi,
Some Normative Arguments for the Unitary Executive, 48 Ark. L. Rev. 23 (1995)

3 See William Bessette, The Mild Voice of Reason (1996).



deliberative ideal.* In particular, the framers wedded an understanding of likely incentive
effects to the basic topic of msmutlonal design, attempting to ensure that institutions would
have create the appropriate incentives. 3 Attention to the relationship between institutions
and incentives was in fact one of their central preoccupations. The basic goal was to ensure
that the structure of the national government would permit rcprescntatlvcs toactina
reasoned fashion, above the fray of factions and (misplaced) passions.® Thus national
institutions would have a comparative advantage over smaller bodncs and the system of
checks and balances would permit ambition to check ambition.”

It should not be controversial to say that in current politics, a gcneral and pervasive
problem is that deliberation and reason-giving are too frequently absent.® Many of those
conccmcd with institutional reform have attempted to produce solutions to precisely this
problem.’ On the part of the media, many policitians, and many interest-groups, there is
particular pressure toward sensationalism. Real or imagined scandals therefore play a
significant role in coverage of political issues. Emphasis on scandals can of course be in the
political self-interest of elected representatives, who may be able to achieve a large name for
themselves by identifying and attacking corruption whether or not it actually exists --
particularly if the call is for further or more independent investigation. Emphasis on
scandals can also be in the economic self-interest of the media, cspecnally when a basic
concern is inevitably to attract viewers, readers, and sponsors.'® Indeed, market pressures
often lead away from substance and firmly in the direction of media sensationalism, and
thus can produce sensationalism even if individual journalists, acting individually, would
seek a better route. And coverage of this kind may even be consistent with the public-
spirited convictions of both representatives and the media, if it is believed that the real or
imagined scandals bear on governance, or otherwise contain and produce illumination of
one kind or another. But it can have a damaging effect on democratic self-government,
especially if scandalous charges are frequent. Part of the problem is that it tends generally
to breed cynicism and distrust, whether or not these are merited.

A conceivable result is a form of “cascade,” as people tend to believe that a scandal
is important or real simply because others believe, or appear to believe, that it is important
or real.'" Individual citizens, even individual representatives and media members, often
have little information about an apparent scandal, and any belief on each individual’s part is
likely to be much affected by what others say, or seem to believe. Without much in the way
of individual information, it is possible that millions of people will come to believe in the
possibility of a scandal whether or not it is real. The worst possible outcome is a general,
falsely held view that government officials are corrupt or criminal, and that effective
improvements are improbable or impossible, so that government is less able to do anything
at all.

In any case, coverage of this sort tends to crowd out discussion of other issues and
to divert the attention of public officials. When the question is whether the Vice President
committed a criminal act by raising funds from the White House, it is harder to discuss
whether the Administration’s welfare policy is producing good results, or how to handle
the problem of global warming, or whether the well-being of Americans is getting better or

“ See The Federalist No. 10; The Federalist No. 51.

5 See The Federalist No. 51, for the most self-conscious example.

¢ See Bessette, supré note 1; Cass R. Sunstein, The Partial Constitution ch. 1 (1993).
’ See Bessette, supra note, for general discussion.

¥ See Kuku Addatto, Sound-Bite Democracy (1995).

? A prominent example is Stephen Breyer, Breaking the Vicious Circle (1993).

1" See Robert Frank and Cook, The Winner-Take-All Society (1996).

' Sess Sushil Bikhchandani et al., Informational Cascades, J. Polit Econ. (1992).



" worse. Substantive discussion of issues actually affecting American citizens becomes
replaced by questions, often impossibly technical, about official criminality. The time of
public officials becomes spent less on solving public problems and more on scandals and
their public management. It is hard to monetize this cost, but there can be no doubt that
highly publicized congressional hearings cost a nontrivial amount of simple dollars.

A focus on the possibility of technical illegality is unquestionably costly to the
extent that it means that substantive questions of governance received less or little attention.
But it is possible to go further. To be sure, official law-breaking is almost always
objectionable, and sometimes it is far worse than that. But at least under ordinary
circumstances, the likely forms of official law-breaking in the United States are relatively
trivial, and far less important, and far less worthy of public attention, than questions
involving the direct effects of government policy on human lives. The central question for
American government, almost all of the time, is not whether some official has acted
improperly, but whether current policies are making lives better or worse, and how they
might be improved. Attention to the question whether the Attorney General or the Secretary
of Commerce has committed some technical violation of the law is far less urgent. This is
not to deny that sometimes official law-breaking can be a serious problem. Nor is it to deny
that in some nations, official corruption may indeed be enmeshed with government
performance harmful to ordinary lives. But in the United States, it is far more probable that
any official illegality will involve technical violations, not serious criminality. I return to the
significance of this fact below.

II. The Independent Counsel Act
A. Motivations

The original goal of the Independent Counsel Act was simple, laudable, and entirely
appealing: To ensure that the decision whether to prosecute high-level government officials
would not be made by high-level government officials. In the aftermath of the Watergate
scandal, a genuine constitutional crisis, the Act seemed indispensable as a way of
promoting public trust in government, by giving an assurance that high-level officials
- would be investigated by people who were not controllable by their hierarchical superiors.
The idea that no person should be iudgc in his or her own cause is deeply rooted in
American constitutional traditions'*; it seems only natural to think that those investigating
high-level criminality should be insulated from control of the highest executive officers. In
this way, the independent counsel act might be seen as continuous with the founders’ effort
to design institutions so as to respond to the natural incentive effects of different
governmental arrangements. It might even be seen as a Madisonian effort to ensure that
“ambition will counteract ambition.” -

A possible response to this concern is that impeachment is the appropriate remedy
for high-level official misconduct. But in the context of the Watergate era, it seemed
sensible to reply that impeachment is extremely difficult and unnecesarily strong medicine,
and that it should be used very rarely. The Act seemed far more precisely targeted. It would
create an assurance, ex ante and ex post, that a disinterested person would investigate and if
necessary prosecute high-level officials, in such a way as to give the public assurance that
the investigation would be entirely neutral, and unaffected by politics. The question, hardly
an unfamiliar one, is whether legislation driven by particular events might not have

2 See The Federalist No. 78.



umntcndcd consequences and create problems more serious than those that it was meant to
prevent."

B. Structure -- and Observations on Structure

1. Law. As a matter of law, what sort of structure has emerged? Every year, of
course, many complaints are made by people asserting that a high-level official has violated
the law and that an independent counsel should be appointed. The Independent Counsel Act
specifies a rigid procedure for handling these complaints.

More specifically, the Attorney General is required to act in accordance with three
simple steps. First, she must conduct a “preliminary investigation” whenever she receives
“information sufficient to consttute grounds to investigate whether any” covered person
may have violate the federal criminal law. Covered persons include (but are not limited to)
the President and Vice President, the Attorney General, any Assistant Attorney General, the
Director of the CIA, the Deputy Director of the CIA, and the Commissioner of Internal
Revenue, and the chairman and treasurers of the pnnc1pal national campaign commitees
seeking the election or reelection of the President.'* To consider whether a preliminary
determination is warranted, the Attorney General is allowed to consider only two factors:
the specificity of the information received and the credibility of the source of information.
The Attorney General has thirty days in which to make the key decision."®

If the Attorney General decides that a preliminary invcstigation is warranted, the
Attorney General must, second, decide within 90 days whcthcr ‘there are reasonable
grounds to believe that further investigation is warranted.” ' During the preliminary
investigation phase -- and this is a crucial provision - the Attorney General is not
authorized to convene grand juries, plea bargain, grant immunity, or issue subpoenas.
Moreover, the statute was amended at the end to the Bush Administration, so that the
Attorney General cannot decline further investigation because the defendant lacked thc
necessary state of mind, “unless there is clear and convincing evidence” of that fact."?

If the Attorney General concludes that “there are reasonable grounds to believe that
further investigation is warranted,” the Attorney General must apply to the court for the
appointment of an independent counsel; this step in mandatory. The independent counsel,
once appointed, has “full power and independent authority to exercise all investigative and
prosecutorial functions and powers of the Department of Justice, the Attorney General, and
any other officer or employee of the Department of Justice.”'* Among the expressly
enumerated authorities are the power to receive appropriate national security clearances, to
apply for grant of immunity for any witness, to inspect, obtain, and use the original or
copy of any tax return, and to bring indictments. The independent counsel is also authorize
to hire, fix the compensation, and assign thc duties of “such employees as such
independemt counsel considers necessary.”"® The independent counsel may be removed by

" Compare the discussion of crisis-driven legislation in A. Wildavsky, But Is It True? (1995). This is a
frequent problem with legislation based on anomalous recent events; often the events are not likely to be
replicated in anything like the same form, and the solution introduces a host of new problems.
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the Attorney General “only for good cause, physical disability, mental mcapacuy, or any
other condition that substantially impairs the performance” of his duties.*

2. Observations. Let us make a few observations about this simple and quite
rigid structure. How can the process of appointing an independent counsel be stopped if it
is undesirable? There are several methods. The first is via a preliminary determination that
the charges are insufficiently credible and specific. But credibility may be hard to deny if,
as is often the case, the allegation has been reported in the newspaper and members of
Congress think that there is reason for concern. If so, a preliminary inquiry must be
undertaken.

The second possible step is to conclude that there are no reasonable grounds to
believe that further investigation is warranted. This is indeed a possible safeguard; Attorney
General Reno’s controversial decision not to seek an appointment of an independent
counsel for certain campaign-related activities by President Clinton and Vice President Gore
attests to the fact. Judgments of law can indeed stop the investigation at this stage. But
under the Act, any such judgment must be reached without convening grand juries,
grantmg immunity, or issuing subpoenas, and without considering, in the normal fashion,
the issue of intent. Often, of course, a prosecutor will drop a case at an early stage, after
issuing subpoenas, or considering the defendant’s state of mind, or simply deciding, after
an “all things considered” judgment, that this is not the kind of case that calls for a formal
criminal investigation, even if there was a technical violation of law.

This -- it should be emphasized -- is a major if overlooked safeguard of liberty
under law. Not every technical violation of law is subject to criminal prosecution, or even
serious criminal investigation. Indeed, it is likely that a large percentage of American
citizens have, at one point in the last decade, committed an action that would subject them
to a jail sentence if the law books were taken extremely seriously. For high-level public
officials, the percentage is probably even higher, if only because of the complex network of
statutes that regulate their behavior. The fact that criminal prosecutors have limited budgets,

| exercise common se -allocate-their limuted resourges, is
gi uman beings whose

frailties produce criminality that ought not to resu lt in an actual jail sentence, or even the
Tealistic-fearof a jail sentence.

As it has operated in practice, the Act offers several examples; let me discuss just a
few. It was alleged that Hamilton Jordan used cocaine, and an independent counsel was
appointed to investigate the allegation. It was alleged that Theodore Olson lied before
Congress in the context of a hotly disputed set of issues involving the behavior of EPA
Administrator Anne Gorsuch, and an independent counsel was appointed to investigate. Is
it really reasonable to think that an Assistant Attorney General should have to fend off a
criminal indictment because of the possibility that he has acted as something of -- or very
much -- an advocate in discussing constitutional issues relating to executive privilege? It is
conceivable, though highly debatable, that Vice President Gore violated an old statute, the
Pendleton Act, by making certain phone calls from the White House. But no reasonable
criminal prosecutor would bring an indictment in such a case, unless he was attempting to
grandstand, or to make a name for himself. It is not worth belaboring the point that in cases
like this, calls for an independent counsel are politically motivated, and have nothing to do
with a realistic claim that people should actually face criminal charges.

These points raise an important question of law and fact: To what extent is the
independent counsel within the technical control of the Department of Justice? As a matter

1 596((a).



of law, the question is not easy to answer. The counsel can be dismissed for “good cause,”
as the Suprcmc Court emphasized in Morrison v. Olson,*' and indeed the basis for
discharge was broadened from the original ¢ cxtraordmaxy improprieties” to that current
language. It would therefore be reasonable to think that the Attorney General has
considerable authority to discharge an independent counsel, and perhaps also to control the
counsel’s performance. Certainly the Court did not rule otherwise in Morrison v. Olson.
But however the legal issues might be resolved, the practical reality is that any Attorney
General will inevitably give a great deal of autonomy to the independent counsel. An
Attorney General who discharged a counsel, or attempted to control a counsel’s operation,
would face enormous political pressure, and any Attorney General will know this. Thus it
is clear that while the technical law leaves room for dispute, in practice the independent
counsel is an independent agent.

C. Practice

Since the 1978 enactment of the Ethics in Government Act of 1978, every
administration has been investigated by an independent counsel. There have been sixteen
total investigations. Taxpayers have paid out over $100 million on these investigations.
Thus far ten of the sixteen produced no indictments. These include the following
“scandals.”

-- As noted, Hamilton Jordan, President Carter’s chief of staff, was accused of
using cocaine.

-- Timothy Kraft, President Carter’s national campaign manager, was said to have
used drugs.

-- As also noted, Theodore Olson, an assistant attorney general under President
Reagan, was said to have committed perjury in testimony before Congress.

-- Members of the Bush administration were said to have searched President
Clinton’s passport files.

Q@ <7 = HUD Secretary Henry Cisneros was said to have lied to the FBI about his private
ife.

In each of these cases, an independent counsel was appointed, and in each of them
the independent counsel decided not to indict the prospective defendant. But the
investigations cost the taxpayers significant sums of money. Surely one of the most
revealing, and absurd, was the investigation of Theodore Olson, who was subject to an
extended criminal investigation growing out of his testimony defending the Department of
Justice’s position in connection with the refusal to hand over to Congress the EPA’s law
enforcement files. This intensely political debate, over the environmental policies of the
Reagan Administration, produced an utterly ridiculous charge -- that Olson had committed

the crime of perjury and should be indicted -- and the result was a multimillion dollar
investigation.

One of the most successful set of investigations was undertaken by Lawrence
Walsh, who managed to obtain seven guilty pleas and four convictions as a result of the
“Irangate” scandal (at a cost to taxpayers of $47.9 million). Arlin Adams and Larry
Thompson have done even better, obtaining seven guilty pleas and eleven convictions from
the HUD scandals of the Reagan Administration (cost: $25.8 million). Kenneth Starr’s

U U.S. (1991).
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ongoing investigations have produced six guilty pleas and three convictions (at a cost of
$17.3 million). Of course it is unclear what will ultimately emerge from these
investigations. (See Appendix for details.)

ITII. Small Benefits, Large Costs, and the Problem of Incentives
A. Benefits?

Has the Act produced more good than harm? It would not be unreasonable to
answer this question by saying very categorically that the Act has produced no good at all.
But this would be too harsh. It is possible, even likely that the Act has discouraged official
illegality, by letting high-level officials know of the seriousness with which any such
illegality will be treated. To the extent that the Act has reduced criminal behavior, it must be
counted as doing some good as a deterrent. Moreover, some of the allegations under the
Act cannot be dismissed as trivial, and the record suggests that in some cases the
availability of the Act has ensured that justice has been done, by forcing people to face
criminal liability for their crimes.

Are these gains worthwhile? If we look only at the investigations themselves, it is
not at all clear that the Act has made things better on balance. A large number of them
appear to have been a waste of taxpayer resources, in the process frightening public
servants, and possible defendants, with the prospect of a jail sentence and in any case
tarnishing their reputations. It is not clear that the twenty total convictions, and the twenty-
four total guilty pleas, offset these costs. It is clear that the independent counsel act makes it
more hazardous for someone to agree to a high-level position in government. But the more
important point is that the Act breeds distrust of government and in the process diminishes
substantive discussion of real questions, by focussing attention on imagined scandals or
wrongdoing.

B. Incentives

What incentives are created by the Act? What are the likely effects of the Act on the
behavior of politicians, the media, citizens, and any counsels themselves?

1. Politicians. Consider first the incentives of politicians as they are altered by the
Act. It is hard to imagine any presidential administration in which there will not be at least a
colorable claim of official illegality by someone covered by the Act--a proposition
supported by the fact that every administration has been subject to at least one independent
counsel since the Act’s passage. And among political opponents of any administration, a
number are likely to find it very much in their political interest to call for an independent
counsel to investigate some real, possible, or even wholly imagined wrongdoing. Every
political opponent of any administration knows this, and that knowledge increases each
opponent’s incentive to move first, or to join any bandwagon, or to speak cautiously about
the value of future investigation of improprieties and illegalities. (As an illustration,
consider former Senator Bill Bradley’s cautious comments about Vice President’s Gore’s
allegedly unlawful campaign behavior; to say that the caution was in Bradley’s eventual
electoral interest is not to deny its sincerity.)

Any call for criminal investigation has the appearance of neutrality and
statesmanship; how can a mere investigation do any real harm? From the standpoint of
political self-interest, such a call is far more likely (under normal circumstances) to produce
attention than silence, or a reasoned objection to a policy initiative. And if most politicians
know that eventually, some politician is likely to call for an independent counsel, is it not
likely that for a nontrivial number of politicians, there is special advantage in being among



the first to do s0? Once one or two politicians have done this, cascade?? or bandwagon
effects may well arise - and those who do not favor an independent counsel in the
particular case, especially in the opposing party, may seem timid, or unduly allied to the
interests of the current administration.

Thus it is likely that members of an opposition party may well find themselves in
the seemingly odd position of publicly favoring -- and by significant numbers -- no less
than a sustained criminal investigation and a possible jail sentence for their political
opponents. What is especially important is that everyone knows this before any scandal
begins, and this knowledge will make the unfortunate scenario all the more likely.

2. Media. From the media’s standpoint as well, there are likely to be substantial and
damaging incentive effects. If members of Congress have asked for an independent
counsel, there is reason to think that high-level officials have actually committed
crimes, and perhaps some of them should, or will, go to jail. That is certainly
newsworthy; to say the least, it is worth considerable attention. Here are the critical points:
A large part of the job of newspapers is to sell newspapers and advertisers, and corruption,

" in some quarters, sells. A large part of the job of television broadcasters is to attract
viewers and sponsors, and a news program that is focussed on a “growing scandal,” or a
call for official investigation of high-level criminality, is likely to attract viewers.

It is far easier and far more likely to attract readers and viewers if attention is
focussed on a call for an independent counsel -- on the ground that a high-level official may
deserve to go to jail -- than on some issue of policy, such as the effects of minimum wage
legislation, or the consequences of the recent welfare reform.?® Thus there is a kind of

2 See the discussion of informational cascades in David Hirchleifer, in The New Economics of Human
Behavior (1996).

B Consider the following: “Since the 1960s, bad news has increased by a factor of three and is now
the dominant tone of news coverage of national politics. [Patterson, Out of

Order (1994); Lichter & Amundson, "Less News is Worse News: Television

Coverage of Congress, 1972-92," Congress, the Press, and the Public, ed. Mann

& Ornstein (1994)]." Patterson, "Bad News, Period," 29 PS 10, 17 (March

1996) .

“Unlike the situation in the 1960s, increased news exposure is now
positively correlated with a heightened mistrust of government." [Miller,
Goldenberg & Erbring, “Type-Set Politics: Impact of Newspapers on Public
Confidence," 7 Am. Pol. Sci. Rev. 67 (1979); Patterson, “More Style than
Substance: Television News in U.S. National Elections," 8 Pol. Communication
& Persuasion 145 (1991)]. Id. at 19.

“By the rules of attack journalism, the mere whiff of a controversy or
scandal is grounds for a story. Although there is-no persuasive evidence
that official corruption has risen in Washington [Garment, Scandal: The
Crisis of Mistrust in American Politics (1991)], scandals increasingly fill
the headlines. In the last decade, ethical lapses have accounted for a
fourth of the coverage of Congress compared with less than a tenth in the
previous decade [Lichter & Amundsen, supra; Rozell, "Press Coverage of
Congress, 1946-92," Congress, the Press, and the Public, supra].” Id. at 18.

“There are now more than 40 firms specializing in opposition research, and
their number has grown by 200 percent in the 1990s. [Sabato & Simpson, Dirty
Little Secrets: The Persistence of Corruption in American Politics (1996)].



vicious circle, in which politicians and media members follow their self-interest, to the
detriment of the public as a whole. The problem seems to be getting worse over time.
Consider the following evidence, reporting reference to the independent counsel in the New
York Times and Washington Post in the relevant years:

Front page stories mentioning Independent Counsels

1978 | 0|
1979 0
1980 3
1981 15
1982 12
1983 i1
1984 2
1985 13
1986 40
1987 91
1988 41
1989 19
1990 2
1991 10
1992 72
1993 1
1994 39
1995 72
1996 108
1997 (as of | 120
11/9/96)

To be sure, this is not the whole story. Responsible editorial writers also seek to
be, or to appear, statesman-like, and it is quite easy to assume the posture of the concerned
outsider favoring appointment of an independent counsel on the ground that otherwise there
can be no assurance that justice will be done. This is, for example, the typical stance of the
New York Times editorial page, which is often focussed, with all imaginable seriousness
and sobriety, on the legitimate concerns raised by the allegations and the need for “the air to
be cleared.” (The utter predictability of these editorials, admittedly, can make them appear a
bit hilarious to long-time readers.) Of course politicians are aware of this fact. No one
really loses from a call for an independent counsel. Thus a kind of cycle is likely to build,
in which political and media incentives fortify the interest in scandal-mongering. Thus the
Independent Counsel Act creates extremely damaging incentives, in a kind of bizarre
parody of the founders’ effort to match incentives to institutional design.

In this light it should not be at all surprising that the Act is used in a partisan
manner. The problem is that it enlists the criminal justice system in partisan maneuvering.
Such charges are easy to make and hard to rebut. They tend to stick.

3. The independent counsel. What about the standpoint of the criminal justice
system itself? What incentives are placed on the independent counsel? The best way to

Clark, "Political Consultants: Are Advisers and Handlers Harming Democracy 7"
8 CQ Researcher 867, 868 (1996).



answer such questions is by comparing the independent counsel to an ordinary prosecutor.
As I have noted, any ordinary prosecutor has a large set of actual or potential targets of
investigation. Thus the prosecutor herself has a wide rather than narrow focus. Every
prosecutor also knows that criminality of some sort or another is extremely widespread. In
any law school class, for example, the vast majority of students, perhaps all students, are
likely to have committed some crime within the last decade.

The Act eliminates some of the key safeguards built into the ordinary role of the
prosecutor, safeguards that are frequently overlooked, but that operate as crucial
contributors to liberty under law. It thus creates an incentive toward zealotry. An
independent counsel who uncovers nothing is likely to look as if he has more or less
wasted his time, or done nothing, whereas an independent counsel who brings a
prosecution, or several prosecutions, is likely to look, at least some circles, like another
Archibald Cox, a kind of hero of democratic ideals. Thus the Act creates an incentive for
independent prosecutors to do what prosecutors should not be unduly ready to do: to
prosecute.

One of the great achievements of the framers of the American Constitution was to
link the analysis of institutions to the analysis of incentives. As noted, the system of
national representation was designed to protect against the influence of factions, creating an
incentive to serve the public good, and the system of checks and balances was designed to
ensure that “ambition” would “check ambition.” Some of the most valuable developments
in institutional reform -- including the oversight role of OMB with respect to both the
budget and regulation -- have also attempted to link incentives to institutions. From this
point of view, the Independent Counsel Act is especially poorly designed, because it
creates, predictably, the wrong incentives for everyone involved.

C. Nondeliberative Democracy and the Citizenry

What are the aggregate results of all this? We do not have sufficient information to
know for certain or with precision. But some speculations seem reasonable. The Act
contributes to a general aura of distrust of government, distrust grounded not on an
assessment of what existing or potential policies actually do, but instead on a belief that
officials are basically corrupt. Hence it is possible for Americans to be doing relatively
well, in part because of government policies, while also believing that their govenment is
very bad, in part because they “know” that every recent administration contains likely
criminals. Political deliberation is likely to be crowded out if the national news is focussed
on whether the Vice President should be investigated for crime. And political alienation is
extremely likely if officials on both sides are accused of criminality. Such accusations can
easily be exploited by conspiracy-mongers and third party candidates such as Ross Perot,
themselves subject to character assassination, but able in the process to draw ordinary
officials into a skeptical cloud.

It cannot be said that the Independent Counsel Act is the basic cause of the
American people’s “distrust of government.” But it defies belief to think that the Act has
done anything to relieve that distrust, and it is also Iudicrous to suppose that it has not
contributed to it.

IV. How to Handle High-Level Illegality, With A Note on the Future
The most obvious question raised by these suggestions is how to handle the
problem of high-level crimality. If not the Independent Counsel Act, then what? For most

of the nation’s history, this problem was handled without any special procedures, and it is
not at all clear that special procedures are indispensable or even desirable. The vigilance of
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opposing parties and the press are likely to be obstacles to official wrong-doing and
corruption. Until the enactment of the independent counsel statute, scandals were handled
in successful ways, through such initiatives as the appointment of an investigator known to
be ﬁclﬁtively impartial and free from partisan control. Political checks worked reasonably
well.

Disgrace and ultimately impeachment are of course available for the most serious
wrongs, and public opinion, in a highly politicized, two-party system filled with incentives
to ferret out corruption, the possibility of disgrace and impeachment are likely to do most of
what needs to be done. Indeed, it is plausible to think that the rise of “attack journalism”
has rendered independent prosecutors far less necessary. Because the relevant
investigations generally begin with suspicions voiced by the press in any case, it may well
make sense to require the press to do its own investigation work, especially if markets
reward such investigations. If journalists are able to amasses enough inculpating evidence,
either political safeguards or legal reprisal is highly likely. This argument carries particular
force if the primary purpose of these investigations is to deter wrong-doing. Reputational
effects of press investigations are already high (especially compared to a long, dry
investigation).

If the choice is between the continued use of the Independent Counsel Act and its
repeal, the appropriate course is repeal. But an intermediate step is possible. It may well
make sense to create a particular, highly professionalized institution, with a degree of
independence, one of whose functions is to explore questions of this kind.

The simplest approach would therefore be to establish an office within the
Department of Justice, perhaps modelled on the FBI, and entrusted with several sensitive
jobs, including that of investigating reports of illegality involving a small band of officials:
the President, the Vice-President, and the Attorney General. Crucially, people in such an
office would have a history to draw on and a basis for reasonable comparisons. They
would also have a menu of past cases, and as career officials, rather than one-shot special
appointees, they would have no special tendency toward zealotry. It is not necessary to
discuss this proposal in detail; it has multiple analogues in existing offices in the
Department of Justice, dealing, in a highly professional manner, with ethical issues and
Freedom of Information requests.

Might a reform of this kind happen in the near future? At first glance there is every
reason to think that it will. Almost everyone who has thought about it -- including almost
everyone in Washington - knows that the Act has been a dismal failure, that it creates bad
incentives, and that it would be a great service to the nation were it to be repealed.
Privately, most members of Congress firmly believe that repeal would be desirable. If a
secret vote were possible, I speculate that the Act would be repealed by a substantial
majority. '

On the other hand, most people now agree that the Act is unlikely to be repealed.
There is a real paradox in the fact that while people privately agree that the Act should be
eliminated, they tend to support it in their public capacity. What account for this? The
answer is illuminating and complex. First, there is an intriguing kind of collective action
problem here; any particular official who calls for the Act’s repeal might appear to be
signalling a lack of concern with violations of the public trust, an excessive alliance with
the current administration, perhaps even his own corruption. Thus each official, acting in

* A good discusison is Terry Eastland, Ethics, Politics, and the Independent Counsel: Executive Power,
Executive Vice [789-1989 (1989).
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his self-interest, will not call for repeal, even when all officials, if able to act in concert,
might well support exactly that.

But there is a further point. It is very hard to repeal any statute designed to produce
“ethics in government” after that statute is in place. Public opinion is likely to stand firm
against any such repeal, or at least influential elements of the public sector might well be
mobilized in opposition. It is for this reason that even if the collective action could be
solved, and all members of Congress could make their positions public at the same time,
the statute might be preserved. A public outcry, from repeal of the Act, is highly
predictable. Certainly such an outcry is to be expected from the media, which predictable
damaging effects. In this way we have come full circle.

V. Conclusion

The principal problem with the Independent Counsel Act is that it imposes
predictable and harmful incentives on members of Congress, the media, and the
independent counsel itself. By so doing it makes all relevant institutions work less well.
The Act was to increase trust in government; instead it has diminished trust in government.
The Act aggravates some of the most serious problems in Congress, by deflecting attention
l_irom substantive issues, and turning disputes about policy into allegations of criminality.

There are other problems too. From the standpoint of the prospective defendant, the
Act eliminates one of the principal safeguards of liberty under law, the fact that a prosecutor
has a full agenda, cannot easily focus on any single person, and will not initiate
proceedings against everyone who has committed a technical violation of the law. By
contrast, an ordinary prosecutor has a menu of possible crimes to pursue, and must
proceed only in the most serious cases. This is an important and overlooked guarantor of
personal freedom. The Independent Counsel Act is thus a kind of cruel parody of the
achievement of the founders of the American Constitution, who merged an understanding
of incentives and an understanding of appropriate institutions.

This is not to deny that the Act is a response to a legitimate concern: favoritism in
the criminal prosecution of high-level wrongdoing. The problem is genuine. In some
democracies, it is a fundamental problem. It is not, however, one of the more serious
problems facing American government, either now or in the foreseeable future. The most
serious problems involve the effects of policies on people’s actual lives; the Act deflects
attention from those problems. In any case official wrong-doing can and should be handled
through other, less destructive means. These include impeachment, political controls of the
ordinary sort, threats of prosecution from executive authorities, and perhaps new
institutions not creating the risks of the independent counsel.

Almost everyone who has explored the subject knows that the Act is a disastrous
failure and that it should be repealed. On the merits there is no serious question. The only
serious questions are how many people who have explored the subject will be willing to
say that this is so, and how many members of Congress will have the courage to say it
publicly as well as privately.



Appendix (to be finalized and reorganized, detailing the investigations thus
far)

There have been 17 special prosecutors or independent counsels appointed to
investigate wrongdoing by senior government officials since the Ethics in
Government Act was passed in 1978. Their jurisdictions, durations, and expenses
have grown over the years. As of Sept. 30, 1996, the total cost of the probes,
including three still under way, was $ 128.8 million.

Carter administration
Subject: Hamilton Jordan, White House chief of staff
Duration: 1979-1980
Counsel: Arthur Christy
Issue: Cocaine use
Outcome: No charges filed
Cost: $ 182,000
Subject: Timothy Kraft, White House aide
Duration: 1980-1981
Counsel: Gerald Gallinghouse
Issue: Cocaine use
Outcome: No charges filed
Cost: $ 3,300
Reagan administration
Subject: Raymond Donovan, Labor secretary
Duration: 1981-1982
Counsel: Leon Silverman
Issue: Lying about ties to organized crime -
Outcome: No charges filed
Cost: $ 326,000

Subject: Edwin Meese III, White House counselor

Duration: 1984



Counsel: Jacob Stein
Issue: Incomplete financial disclosure
Outcome: No charges filed
Cost: $ 312,000
Subject: Theodore Olson, assistant attorney general
Duration: 1986-1989
Counsel: Alexia Morrison
Issue: Lying to Congress
Outcome: No charges filed
Cost: $ 2.1 million
Subject: Michael Deaver, White House deputy chief of staff
Duration: 1986-1989
Counsel: Whitney North Seymour
Issue: Lying about lobbying activities
. Outcome: Convicted
Cost: $ 1.6 million
Subject: Iran-Contra affair
Duration: 1986-1994
Counsel: Lawrence Walsh
Issue: Lying to and obstructing Congress, destroying documents

Outcome:. 7 guilty pleas; 4 convictions (Oliver North's and John Poindexter's
overturnedt: Confidential

Duration: 1989

Counsel: Sealed

Issue: Confidential
Outcome: Confidential

Cost: $ 15,000
Subject: Department of Housing and Urban Development



Duration: 1990-1996
Counsel: Arlin Adams (1990); Larry Thompson (1995)
Issue: Influence-peddling by senior HUD officials and others
Outcome: 16 convictions
Cost: $ 26.4 million
Subject: Confidential
Duration: 1991-1992
Counsel: Sealed
Issue: Confidential
Outcome: Confidential

Cost: $ 93,000
Subject: Janet Mullins and Steven Berry, State Department aides

Duration: 1992-1995
Counsel: Joseph DiGenova (1992); Michael Zelden (1996)
Issue: Privacy invasion in search of Bill Clinton passport files
Outcome: No charges
Cost: $ 2.9 million
Clinton administration
Subject: President and Mrs. Clinton
Duration: 1994-present
Counsel: Robert Fiske (1994); Kenneth Starr (1994)

Issue: Whitewater; White House travel office firings; misuse of FBI personnel
files

Outcome: 9 plea agreements; 3 convictions; 2 acquittals; ongoing.

Cost: $ 27.3 million
Subject: Mike Espy, former secretary of Agriculture

Duration: 1994-present

Counsel: Donald Smaltz



Issue: Illegal gifts

Outcome: 1 guilty plea; 9 convictions; 3 indictments, including Espy's on 39
counts; ongoing.

Cost: $ 7.9 million
Subject: Henry Cisneros, former secretary of Housing and Urban Development

Duration: 1995-present

Counsel: David Barrett

Issue: Lying to FBI about payments to a former mistress
Outcome: Ongoing

Cost: $ 1.9 million
Subject: Ron Brown, late Commerce secretary

Duration: 1995-1996

Counsel: Daniel Pearson

Issue: Financial improprieties

Outcome: Probe closed after Brown's death

Cost: $ 2.5 million |
SOURCES: General Accounting Office, CQ research Globe staff chart
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