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Dedicated to my husband, Stanley Zucker
for his unswerving dedication and support

And to Dr. Donald S. Kaufman
oncologist at Massachusetts General Hospital
for his professionalism and humanity

Also in memory of my sister, Judy

who died of cancer in her late forties




S
== S L S ——
2 - S - S e —— e

|

SURGERY ——>
- RADIATION —
E—— CHEMOTHERARY




DAN. WwiLLivey pLeAsE |

FILL T QuT EokmME. . ) :
3'd APPRECI4TE \TW I™ o || @
TUCT NT eI A ToDAY | s

\ /
7
I\~
y

|
{
|

o CeTs see |
A PMIARSHA' S er#)
N DATE A




7 Khow You cAME W T oscues
Your CQNC&R BOT 3 unbens'rAN

ﬂnm \Jou P'\om«z PRo® ms
_~

OF CouvRsF NOT

WHEREZVER DD

WELL Youee HENYING \T
BT WoLLl Yo
ReLiEVE T \€ X
SHOwED T To YoUs—
‘N YOLR OWN
WRITING ON MY /77
GuESTIOMA\RE T




HERE ArE yOO®=
DRINKS O™ HE SCAN




PLEASE &7D
Make \T O K !




[ \
| RADATION
(H HL RAPY

MEDHM RARE | __
PLEASE

SHE USED TO MARSH 1N,
PrRoTEST oF NULEAR TLANTS]

\ \ \}\& 2 ' ) CHVTIO™
AT Oy |
(\H Mf \RFE:T):':T;&E “

T — =




HERE'S vsuR. | 7T soks | ™MALL . T
TOHNMNY PoPE ¥ BITS ME.

|
|
QURE ONE UzE
FOs AU - IF I

You ARE izENO.







b R&y_. You'll TE BAcK (v
YUR Boom ScoN ., -

_  —— \
i)

Y

— o . A

......

TRKE Yo w O

TS#'+ TS THE TRoTH-POSESN'T
THHS HAPPEN EUE‘R\/ “IME ﬂg;f

a
|

!




.L

L' TERRF1ED. MY DoCoR. SH0

'Y

oF Tt
S

MY op&£RgTION HE HAS B MAKE
[ ASLT ABIUE THE EBYE ~ LUt oUt A PIECE
“BONT Y9 GET UNDERNGRT (+ THE &

eve

1

1 _1&\_.& mx,_boc\’c& SAD \*E HAS
B_,__mgﬁm an r\-

&,

2




Y KHow Vou waLE S
OPERATIe~S BEFoRE
MINE .

TN TOT GOME TO BE
TIReD. LooK AT ALL
THE BENTRGY T RNAUE,
THESE ARE MYLATEST
OHnee SV EPS.

T REALY WORRED

+THAT YOVRE G0 (NG %

To 8 TIRED W e €
S

you GE€YT %o M™ME.

?ZEZ bLé‘/ﬁé"QLEE:E‘—"" /
%wgz‘ QOB FHESY,

. O'!‘A»EKJ GEY A N
DDG."\'OgS DacTor <
C?T' GET A pAMciN 6’

OscTow. 1 Fape
@’:&;“"hj




————

Y0U MeAN INAL
TS TIME No ONE |
CAME TO TAKE Yoo |
6 ~YHE BepfeaN |

e




How ARE You
Do - MRS T UerER

T <o HARH |
WAAT A GREAT
Day ! :

T HpvE A +-AHR APPOIHT -




PleASE CAN You €1ND ouT
\F 1 CAN Go \HoME ToDgy

p

FWT\T?AC A
™

o0 r«y cmﬂkt“\

N

/~YES YOURE GoHG
(g‘,’q To \3E msr.uhmep

OMNE YrovLEM. WE
cAMt'T DScHARST

 You w TrouUT yam
Y\ Docror'S SIGHN/ATURE
AND WE CaN'T &MD

Your DocToR..




DR.DoREMAR SUST eAULED.

j1os PIrAaL-

You'uE WD So
MATHY TRATRFUS\OHS

Jers sy
I @ L NAME SR\YY
=
a
|
e




/w‘»z CAT'T HELP vt )+ |

ﬁl‘M TRY ING T2
£IND A VEVN,

LEYT'S TRY REAT Ont
YER SEEY.

-

NoU NEED 3 T RANSFUSINS,
7N e CAN'T & 1HD A vEIH,

B
g

' |
Ry T s (TR

VEIN \N YOUR 6T,
AN f_“"Q’" 2

s @




e

T WE (WERE ABLE Yo i

oD
AT THE rLO
E;%_z ‘

. —
T HpavEeE goo
News SorR Yo,

;THE /RESULTS o

E Yous ﬂ(%
BLosDTEST ’
w@va \ a"f

| K M
" DomesTic O \

€




b

M So MiseRABE T
Cant moNE . SWERYTHING

i
!
|
!
|
i
.i

) THis PLACE.

HuRTs . 3T MusT BE 100°

1 KNau) v

a
‘ _6ooD-BIT
T CTAN'T €AT.

(
—

((Ca

i

N ~L{, > Y 4 -
A
&2 3 R\ A
\ i

CAN T GET You
AN ASPIRIN O

_AT LAST =B
Mac\c LAY TR
LOSE weEleHY

K“E"’)OT‘HERAP)/ .

N — - e - /




— S —

' MY HEAD 1S THROBBING
My RACK |8 W\LLUING ™,
T MNow T HAVE A FEER 0

Howw <coulp
THINGS BE LOORSE™

[ bl




T TosT caueD)

o 84 HEU’@ )
what's new) :

\

S - ;x ]i
_ » | /7
RS

T JUST RAKE © A

C_hpcolhTE CAKE .
Can T BRING yo
A PrEcET

Ve

{{ Tust CAME homeE wRem|
“+HI1S WEEKS C%ETB.J*"\'EW
e

7

Mo, TANY You. “ ) \Y i

i sat ot




C AR

=
- CA:%%:E;’ %ﬂé%m &
= R - Bl %5 B

(=




PocroR -T JuST FMERGENSY -_c:{HP\D_
HAD MY TOE GPERATED
ON I\ RoSTary - Cov-P ;
NYou PLEASE RE B4NDAGE (T

L ocE,

— _—

rq'v\ GOy ¢ To BOSTord topay
Top ™Y CANCER TREAT. *L%RET“H:

wERoeS —
MENT - RUT T DID HAVE T-0 MORR W)
THE ToE OPERATED ON We ARE

THE HERDES
| Qiest HeQs BUT T DIibNT ——

YWerp,

o, Ned HE Banpacen

s sy
DRAT N
Sou tHIHK +HE

Z

YHE WRONS Toé&

Pz




SEE wacw MRS /

gusH LOALKS
REHIHD we’%};\?’"‘*“ -
HUCFAND — T

T 4w eury Eey SE‘LUoM},'
BUT wotten T Do, T LooL
| 0 /WEAK T WATE To
SEE AnysnE T ko

oHAT e T D& To

AppPEAR _STPRNGER @
™~
Z e

[




DR. PORFE MAN ~ PLEASE

TELL ™ME & THERT
4Ny BEATON TWAT

T SYoulON'T G e to
CALFORTVR 7

O H WeLs « AT
LEAST + ™M Y

CALIFORN A,

CAL\CORMN Iy nosmsﬁ

ONLY 1§ twE
PLANES - DoN'T
Ly

.\

" D
MR.Doreman TusT

AV E KHowr “ew
MUy T wANITEo ™







IM cowe To G.-MhT I’rs B
A\ N2 G-OI-F/'TOOQY : BEhU:“ SuL DAY. HALE
A Goov TIME

HWow T\p you- ] PrL WD A 1"5""‘7’
po ? | Goon SAMEZY
: N ?f Y

/ | -

&




N

Q
Qe 2R/
\ \




5 Se poT!
- ReRE ok 7154
| You—eemse/
!Of'er} e /
L wiNpew
| BEHIND ME

mﬁéﬁ?ﬂﬁ@l }EM
Lo &)
&




T His | vmce

DAN - T DONT ﬁ:cocﬂ\zé \J
-7

(Day- T can'T T//

YEWL Lawo \T \s\w

N

SHE'S TeLuyNGE"™ME WHAT
A C-RE‘P;T SIS s-ﬁE REM:MBERJ

) \ ‘.’ HANG UP, SHE

' | - MysT HHAVE THE
N e NUMBER
g_/\\yr (A




Pan- oo oo v o Ik
PLEASE GET , MERCT
Seme TEA. || |SEAEH L.

N —The OThe ©f
Ma Y BED WITEed
ME N, -




wHeN T GET BAK yl o §
~ROM FLORIDA S — — 3
WE'LL GO THafPrs ’

1 ‘\\ 1

z 1
7
L

Sl I S
—— ~

T'M TERRIGCIED
At - S wermeEDd
Do You REALLY
FHINK 1M GOING
To QeT Bete R

R ——————

| Yazv MUST KNoew T
THINK Tou'RE GoING
~No GEeT weLl, Y

HWAVER'T CAMNCELLED
Your GotF MEMBES
N’\QH'? ./ _",\

v
o Tz, Lo
e - g\




|y 5:{1\}773% ¢OMG To iﬂ
VW‘?" NAKE 0!74Ngg%~

a

f OF - SUST on& BUESTIZHN

COHERE'S +HE .@
REFRINGERATOR ./ 20

I KMNEW  vaeu wem;‘i | X »ipNT
PRICELESS WHEN T | N CEmPEeT rue

MARRIER YoU — \ FPRICE To pg




S WE'LL wRLE A
QPEC\AL ©INNE
Tem1@wHT . ;

j MY _STUEE _QFE
] YourR RED.7?

SOUTH  CwNA
RESTAY RANT

,i-,«

i

~
~

f

[ e
- - N
1

1N

{/

[ o

el y
ﬂ// >
S B

/
P
B st
-

o

No  of couris NoT
1 WANT To SLEEP

ON r




N

HEsE CANDIES T Bemer noT
ARE DE L\Q\ouLs EAT ANYMORE
' C&+bEM
O
. h 1 \l

RHEY ALOAYS AFEST )
™MY TESTH HoRR\BLY —
Ane ™My EYE HAS BEN
AECECTED BY THE CANCER




—
—
- -

rMAYBE weE'LL
C 34y T DonT LOOK)

\THatT eAD -7
C) ~ - N

g Leoke® 1IN THE
MIRROR Tomay AND Goo b
T ook o TERRIBLLE 4 =

T Pon T Know WY
YaU'RE NoT ON THE
RoAD > TAHIT)

Nou Know ™My
DeELOCTION TO
You 'S bEE PER
THAN SKiN DEEP

.
/AHETKS ALST) 1

6,




, TWalte R LaterE e
| LaBoraTopy woma .
SpE toag Ty

i To o -
| .20 OMYE mE
| A BLOSD TEST AN Haor
. Aco 9
| . T

~ \J

\

Y CART BELEVE How &LD T wok-
BUT I KHNow 1T HSPPERS H, £ QERYONE
I FACT IRIS CAURD DAY gy Lbas

WATEHIE AN Qed MOVIE 6 € CARY Gaand
AND WATHERINE HEPBURN ANy v W
MO W (BERTIFUL TTHEY WERE aND
I,H-‘&. WAS, GOME + SHE LU9S So old Aaw

SHE CRIED THRougH THE LWHMLE MOUE.
)

Yy ‘fymu SHE'S BEEN HERE
FOR A WwILE - BETSY ) .
HeR . :

. GREETED

—r

! ‘\I = U / ',l




REME N BER- T

Téxes RO HVRS
To_GEY Yo BosToN
- WYt4 ANINE ¢

0 clLock APPAINF
MENT WE BETER

[ f(emes

PSS e

a

A

(&

s
/@ \ “ GET ORESSEQD
= Ly @ d

j

-

MARSHA MARS HA
YL BETTER




WeLL »y.

WATCH oAas
SRQ)\ UPS\PE  PawH

T'v READY

L 2

X WATE B H

s - BuT
KHoOw ™

\(
S-8uT
ATC
DATS \NSTEAD

oF Y MRERS

13(7 opef T
; wﬁsph‘l’
A ATs REAL
ONLY | O
\? an)“ e




: : — ) —y ] [
/\ s = | IMBoT ceeurg Mo m";,, J""'E”Wo *? {i
/’/\ " MERY weu T o -
L\ e et CTHINK T GO

J' DAWNSTA RS ANP \C\@ Q’_’Q\;)? 'j

MAKE MYSELF

_OOME. TEA. 2 i
i = /
st /

o DLl

N

\@ow LDJ- Aﬁm‘

-
—

(TUL gEEN HLEED Faw AMmﬂTIMJ




TVUE DEC\RERTTO

RETPONE LR
TREATMER]- "3
Fhow) Yot \WoulD
LIKE T8 G0 T You R

>

w\NG M3

QK. TT'SA BepTIFUL

GOWN  AHD T LOART
To LOOK ELEGANT AT
My Son's WEDDING

GAT THE PISTURES.
£RoM THE \WEDDING,

GY THE WAY~— SUER/XE
SExy |0 _THAT GXON .




RAN- T WANTED
TO LK ELEGANT
BUT SeaTt S4iD THEy
THoU GHT T LOOKED

A

You WERENT THAY

TNICE AT THE RoAsT
NP ToAST DIRNER

) RE THE WEDDING

AMHEN MY MoTHER wAS

ASKED To SPeAK MND

SHE DECLINED

e

WWELL — TDoNT
GeT HYSTERLAL |

ANY You ZREAMED
QUT " thArls THE
TKST TIMe INE BEEY
Witk My morHEe - A
WHEN SHE HAD NOTHING-




Py

| DR Doreman i3 Roina f

| RySs4 AND T SHRW THE
Book PERESTRO\ KA ADVERTISED,
WY Don'y WE GET wim A
Copy FOR wWis TRUAP,

OH - TRHT's A

WONDERSF UL {DER

— {
L T e 1 1 HoPE \T's THE
Loy 1N THE TOORSTORE el CauE i -
NEAR THE woTEL., BUT —rw
CALLER \WALDBR'S AND TheY
PuT A COPY ASIDE F9R MFE,

') TAKE & CAB OU&R Tomoyrow




JI <AL wALTEN'Ss , NO LETY Carll Any|
THEY Don'T HAUE e CET A “ARD
HARD CoVER aN €, CavER.

OK. 1)) TRy SomTF OK. T\ eiex
OTHERS.PS Yo wave Ve THE ga}
A xARD LueR DRy o0& Twey SET
PERESTRONA !

do Yyou HAVE -~ -~ - —

V38 Yiw wARAUg -~ - ="

T Gwe VP,

TWE <ALLED

BARNES + MIBLE
LAVR) 4TS

HARVARD RICK STORE
HARVARD ceof

MNé #ARP CouwERS.

WERE TS, OH - THAT'S GresT
WRAPPEDAND B
HLL TE T IS HeATweenT

oR CARRYING
AND E‘%y*f"o
PACK ., A MARD

wme COVER wauLp
°0(f” Ne—ver:)};s Yoo Bouy,
2 | ‘
/ ~ &




MARSHA- YOL canT] DR DOREMAN - CAMILLE
\WEARAMAT WG HAS GueH mi 2N

|| GwiNe you AT

VL mATYY - WERR

P MERERENT (G
Nexr +1vg
THAT ong
/S HAD

- T
i u /
b e

S /- /\

( + LOONDER (WwHY No oMg
L




N

T HELLO
CAMILLE

STon- AGAW - T
My oL-P oNE ATHoMIE

)

LOELL  #E WO
o U—7 Ladom)

T ALWWRAYS LsToErED
LoHY WEAwere GLLOAYS
SEQTED AT THE BACK
AARE . T GUESS ™Y W 4
HAD Getrer PRETT/ Bav
)’ou NKTILE? é@




H‘“’: ;‘:’E RESUSTS FRa™ My ) 3w

b oY oM 73"5‘¢4</¢7"? - WL < deek o©oH e+ AR\eHP

3'M VERY NERUOUS TLoALL : .
’ -

"Flou).— RBuwT Do wYo

_WHEN  YOU'RE Y WeLl -AL T do 18 T
_BosToN W MH ME . 3T _AROUND ATID
st YoUu THROW

TFoR MY TREATMENTS)
UP - OR LOKT<H Y

ANOTRYING T 8

-~ E .'/




He'S Jr,MH;\P\G—
G-&1T) NG BLOOD £ ROV)
ME - AND AT LIS
snrr TRy, I'™ Gmﬁc-(
'\'b TELHIM Wow

’%‘mnn- T THINK 4
!
IAe s 2

\'\*W~-

e e

MY wORK !

\LMCAHUO
i




GRS - 1VE 6T TO

. G0 Te NS DASTHR
To pran__loMe OF
Tee FLUID £R0M.
My ASpameN




CoulD T PLeasc ,_l{—\,_ —

N
{
i ;
= h&@ xeid
T a ‘
”PE'W |
// '
\

\DHAT ¥IND OE
Sag 1§ T for
Ary =X-RAVY MAY]




—SUPPLE MENRT AN

PRUG SToRE

TVE TRIED “THREE

T aaver '™ TRE

[HOW - LORAT Does o !d
S HE—pEAN =y LBy THAT. )\ ')

g, T
B oo e

N
\-.
4
€




r\‘ i o I\} ) i } n‘\“
‘,;’5 DHN- PLEASE <ET v

——
o TVE DECPED O
1 L ME THAT BAOK. : «,
= . ¥D APPREQIATE AT
l‘;-r W& Mou Qesev T

L WwIinpow,
} WovLY Y aw PLEASE
— . e E’Tc‘

|

| PREmy RAME- o
CPIA LINDSTRaM :
PLa Z2ACRS

HGT z:'xamt.»/
O\A"’ ﬂL)'T p 4
PAIN N *THE )
ASS. ;

PA.THA'S A N ) T




c G ’
HERE'S  YOUR| Tuank Y
‘ Yov, L

ﬂﬁ&%&;ﬁ_)oﬂ:f g
0 = o =
To ASK /uu. -FZ;

=







YoU CANT UNSCRE W)
THE  INScRUTABLE




}\l %7
2, 5

=& This collection of 53 drawings by Doris Zucker
was Compléied during periods of recuperation between hospi-
tal visits for modern medical cancer treatments. She studied art
for many years, and her oil paintings have been exhibited in art
galleries. Her humanist understanding of fellow cancer patients
and friends is easily recognized in her drawings.

N
5—@: Doris Zucker lives in Longmeadow, Mas-
sachusetts, with her husband, Stanley. They are the parents of
four grown sons. She is a licensed social worker and a registered
school counselor, and is best known for the parenting program
she developed through Springfield College and area hospitals.
This on-going program provides parents with the skills to
enhance their child’s self-esteem. Before her illness, she enjoyed
tennis, golf and travel, but now tries to paint as much as possi-
ble with the little energy left after treatment.

7
Postscript: After seven years of battling cancer
with remarkable courage and good humor, Doris Zucker died
on January 26, 1990, at the age of 63.
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It Will Take Money, Not Lower Rates,
To Solve Today’s Problems!

May, 1991




THE FINANCIAL RESEARCH CENTER
MONEY-FORECAST LETTER

Boston, Massachusetts April 19th, 1991

MONEY STILL MAKES THE WORLD GO ROUND. REPEAT THAT TO YOUR-
SELF EACH MORNING WHEN YOU WAKE UP AND EACH NIGHT BEFORE
YOU GO TO BED — YOU WILL THEN BE PROTECTED AGAINST THE
NONSENSE NOW BEING SPOUTED ON WALL STREET.

We are fascinated by the fact that most analysts on Wall
Street now feel qualified to speak as experts on Money and
The Federal Reserve Board. Day after day these “experts”
come up with new reasons why another cut in the Federal
Funds Rate and the Discount Rate will solve all of
America’s problems.

One fact escapes these “experts”. It is this: So far lower
interest rates have caused more harm than good, on bal-
ance. That is out-of-line with what you are hearing from
others. But over the past 15 years we have often been a
lone voice in the wilderness when it comes to the Fed and
Money. (We believe this is why many Wall Street executives
and brokers privately take our Letters at their home ad-
dress. They can see that some analysts at their own firms
have become cheerleaders whose judgement cannot be ac-
cepted.) We can’t really get a big head about being right
when others were wrong. We move on to a new Forecast. This
leads some People to say: “You were right last time... but
now you are wrong.” To paraphrase Abraham Lincoln: Wall
Street analysts cannot fool all of the People all of the
time. But they can and do fool some of the People all of
the time... and most of the People some of the time.
Here’s what the Wall Street “experts” are missing now:

Americans Cannot Spend Money They Don’t Have...
Especially When Banks Won’t Loan Them Money!

The U.S. economy depends on consumer spending to make it
move. You have heard a great deal of late about consumer

The MONEY-FORECAST LETTER is published monthly by The Financial Research Center, Inc., 7 October Hil
Road, Holliston, Massachusetts 01746. Annual subscription fee is $182 U.S,; $227 U.S. complete with audio tapes.
Copyright © 1991; reproduction without authorization is forbidden. The Editor is Adrian Van Eck. Format and
layout by Thomas Myles. Tape Editor is Jonathan Van Eck.
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See How Fast Credit Creation Has Shrunk!

Year-over-year change in new credit.
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confidence. That was supposed to kick-start the recovery.
But it didn’t happen. Would-be customers came into auto
dealer showrooms to look at the new vehicles. Some of them
even tried to buy a new car. They got the shock of their

life. They discovered that their three-year-old car or

truck was worth less Money than the balance they owed on
their five-year loans. In order to buy a new car, they
would have to pay hundreds and maybe thousands of Dollars
on their loan. And then they would have to come up with
still more Money for a down payment on the new vehicle.
Half of the potential new buyers were turned down flat for

a new loan. The credit crunch, you know. So they went home
to wait for another year.

It may take them longer to save the extra Money than Wall
Street now expects. Personal incomes are not going up.
When you consider that millions of workers are now unem-
ployed, you can see that the pool of potential car buyers
is getting smaller, not bigger. Remember, most States are
broke and have tightened eligibility for unemployment ben-
efits. Two-thirds of the jobless no longer qualify for
weekly unemployment checks. They are using up what savings
they have... not piling up new savings.

There are People who now encourage Americans to refinance
their home mortgage to buy a new car. Personally, we think
such loans should be illegal. Almost no one will pay such
loans back in three years, as proponents claim. They will
pay interest on them for up to 30 years... 25 or more
years after they dispose of whatever car they buy. But
consumers are more prudent than are some of today’s Bank-
ers. They can see that the value of their home has been
shrinking, not going up as it used to do. So they are not
anxious to borrow and spend more of their now-smaller eg-
uity.

The same awareness that home prices have been trending
down and not going up is probably the biggest factor
weighing down on new home sales. Builders report that they
are getting a fair amount of interest from first-time buy-
ers... mostly for low-cost starter homes. But the market
for bigger houses is way off in most of The United States.
The reason is obvious to anyone who thinks about it. Many

People used to buy the biggest house they could afford.

They figured the bigger the house, the bigger the profit
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- M1 Money Supply - United States

Ratio scale, in billions of dollars. Percentages are annual rates of
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later on. Now they see financial leverage working against
them. They are afraid to buy a big house with a big mort-
gage. So Housing, which usually leads the Economy out of a
Recession, is now sick and apparently still getting
sicker.

That leaves only one possible area of economic activity
that has in the past driven the economy back up from a
time of weak demand. We mean Government spending. In 1981,
President Ronald Reagan helped snap America free of a
scary Recession by stepping up the pace of military spend-
ing. At the same time he proposed and Congress agreed to a
series of massive income tax cuts. This stimulation did
indeed start a new Economic Recovery. Today, we have the
opposite situation.

Start with taxes. As of January lst, Americans have been
hit with the biggest peacetime tax increase in U.S. his-
tory. According to figures we saw a few days ago, taxpay-
ers in the U.S. are now paying in the Treasury taxes equal
to the highest percentage of GNP ever recorded... even

_bigger than during World War Two.

At the same time, The Federal Government is cutting back
on Defense spending. This undoes a second force of the
Reagan Boom years. The size of the Armed Forces is being
reduced. Bases are being closed. Thousands of civilian
workers are being laid off. Defense orders are being
scaled back. This is forcing the layoffs of additional
thousands of civilian workers.

The economic slowdown has slashed sales and income tax
receipts flowing into the 50 State Treasuries. Gigantic
budget deficits have opened up all over America... defi-
cits that must be closed by law in many States. In some
cases, big tax increases are being imposed. Even so, lower
revenues are forcing additional layoffs of State workers.
Tt also means the cancellation of State plans to build or
buy evervything from highways to computers. By the same
token, State aid to local communities (and local real es-
tate taxes) are also falling. This is forcing the layoffs
of thousands of teachers, police, fire-fighters, social
workers and clerks. The fabric of American life is being
ripped apart by the severe shortage of Money and income in
the economy.
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The Prime, Federal Funds & Discount Rates
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Wall Street Ignores The Fact That Interest Rate
Cuts Have Not Done Their Job This Time Around.

It is believed by many analysts on Wall Street — all of
whom suddenly believe they are experts on the Fed and
Money — that another rate cut by the Fed will assure an

economic turnaround in America. In fact, the most recent
belief embraced by Wall Street is that another rate cut is
not even needed. The Economy is already starting to turn
around, this theory goes. Any rate cut now would overheat
the Economy down the road some months. Or so they say. You
can see them trooped before the TV cameras, one by one.
They recite their lines by rote, as if they have been
practicing a script backstage. Each analyst says the same
thing. Word for word. Exactly and precisely the same. None
of it makes any sense. But they seem to feel that if they
all say the same thing, they cannot all be fired later
when it turns out they are wrong. Here is why we think
they are all wrong:

»

Chart No. 3 on page 6 shows an interesting fact about the
Discount Rate and the Prime Rate. Look first at the left
side of the chart. You will see the Discount Rate at 7%
and the Prime Rate at 10%. That is a 3% difference. Funny
thing about that. The gap used to be more like a point and
a half. But when Greenspan came aboard at the Fed and
started raising interest rates, he did not pay any atten-
tion to the Discount Rate. There were two reasons why he
did not try to raise the Discount Rate. The first reason
is that it is meaningless. Back in the 1920's, the Dis-
count Rate really meant something. In those days — under
skin-flint Calvin Coolidge — there weren'’t many Government
Bonds or Bills around for the Fed to buy. In fact, back in
the 1920’'s there was a feeling that the Fed was not sup-

posed to buy or sell Federal Government debt paper.

In those days, the Fed's duty was seen as assuring a
steady flow of Money through the private economy. Whenever
a commercial Bank got a little tight for Money, it would
take a batch of its business loans to the nearest regional
Federal Reserve Bank and borrow against them. Banks used
to make a lot of loans then by taking in privately-issued
debt paper at a discount. The Fed might advance 98% of the
value of the debt for 90 days... discounting it to take
out three month’s interest in advance. It was a lot like

e
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M1 Money Supply - Canada
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the business of factoring accounts receivable today. When
a Bank needed short-term Money, it would — in effect — lay
off some of this paper at the Fed’s Re-Discount Window.
The idea was to increase the liquidity of the banking svs-
tem. If too many customers showed up at a Bank on one day,
demanding the right to withdraw cash against their ac-
counts, the bank could make a hurry-up phone call to their
regional Fed. Right away an armored car was rushed to that
bank... and swapped bundles of new cash for boxes of
neatly cataloged Re-Discounted debt paper. Those days are
mostly gone now. Hardly any bank uses the Re-Discount Win-
dow now. The reason is Paul Volcker. We used to suspect
that he would let word out when a Bank borrowed Money at a
Fed’'s Re-Discount Window. It was assumed in Volcker'’s Day
that only a Bank in trouble would borrow directly from the
Fed. Bankers avoided such borrowing unless it was a last,
desperate resort. So Greenspan skipped over the Discount
Rate when he got the Fed to force up the Federal Funds
Rate.

There was a second reason. During the recent spate of ar-
ticles in the national media about the Fed, we did not see
a single newspaper get this right. Let’s test your own
recollection of how the Discount Window works. Here is how
it operates:

Each of the regional Feds is really a private Baak...
something few People seem to know, even in Congress. Each
Regional Fed is owned by the Banks and Businesses of its
region. These owners elect the directors of each regional
Fed. These Directors then elect the President of each re-
gional Fed. The President of the United States has no say
in this. Neither does the U.S. Senate. Nor does the Fed-
.eral Reserve Board in Washington... a seven-member Board
‘appointed by the President and confirmed by the Senate.

This was all done deliberately by Congress when the Fed
was set up. America had a fear of Central Banks and Cen-
tral Bankers. This fear was then and still is rooted deep
in the American soul. It so happens that many of the re-
gional Fed Presidents today have very strong views about
inflation. They believe, and we have said before that they
are wrong in this belief, that the way to avoid inflation
is to keep Money growth down very low.




10 The FRC Money-Forecast Letter — May, 1991

From the day that he took over as Fed Chairman, Alan
Greenspan was unable to dominate these regional Fed Presi-
dents. They are very strong-willed men... and all are pow-
erful men in their Regions. They are not accustomed to
bowing to Washington This is precisely the way Congress
intended the Fed System to work when they created it. We
think it is still a good idea... even a great idea. It
embodies the American concept of decentralized Federal
power. The System has produced men like Paul Volcker...
who was for five years President of the New York Fed. And
it has developed leaders such as E. Gerald Corrigan, who
succeeded Volcker at the New York Fed. Corrigan is widely
regarded as Volcker'’s protege. He is now the Vice- Chairman
of the powerful Open Market Committee. Corrlgan often
speaks for the other regional Fed Presidents. These re-
gional Fed Presidents take turns serving on the Fed's Open
Market Committee. That is the policy-making group that
meets in Washington every six weeks. Five regional Fed
Presidents vote with the seven Federal Reserve Board mem-
bers at each Open Market Committee meeting. One of the
five regional Fed Presidents with voting power is always
the President of the New York Fed, ex officio. The other
four slots are -rotated amongst the remaining regional Fed
Bresidents. You have seen a lot of headlines lately to the
effect that Greenspan is unable to get the Open Market
Committee to lower interest rates as fast as he now pro-
fesses to desire. They are, it is said, out of his con-
trol. And that is true. ‘

But what the media seems not to understand is that
Greenspan has almost no authority to set the Discount
Rate... this now-symbolic rate that still gets so much
publicity but is so rarely used. Indeed, there really is

no such thing as one national Discount Rate. The way Con-
. gress structured the Discount Rate is this: Each regional

Fed is empowered to make up its own mind as to what Dis-
count Rate they want in their own District. Once the Di-
rectors of a regional Fed decide that they want to raise
or lower their District’s rate, they have to petition the
Board of Governors in Washington for permission to do so.
he Washington Board can then only approve or de the
request. Neither Greenspan nor a majority of the Washing-
ton Board has the power to force a Discount Rate increase
or rate cut on a regional Fed... or alter in any way the

ps————
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request by a regional Fed for a rate change. You have seen

stories of late saying that Greenspan arbitrarily lowered
the Discount Rate on his own between meetings of the Open
Market Committee. Not so. He cannot do that. The reason no
Discount Rate cuts have been voted on recently in Washing-
ton is because no Discount Rate cuts were requested by any
of the regional Feds. Most people do not realize it but
there have been many, many times in history when different
Districts have had different Discount Rates... with each
Bank setting a rate suitable for conditions in its own
area.

They did not ask Greenspan and the Washington Board to
lower any Discount Rates in 1988 and early 1989... so the

rates stayed the same... even as the Federal Fund Rate was
jacked up from under 6% (late-1986) to over 10% (mid-
1989.) (The Federal Funds Rate, as you know, really is not

a Federal Funds rate at all. We have no idea how it got
such a deceiving name. The Federal Funds Rate refers to
the rate currently charged for very short-term, renewable
private loans made between private Banks. Usually the
smaller Banks out in the Countryside pile up extra re-
serves. People living there tend to frown on debt but save
a lot of Money. These Banks want to earn Money on their
extra reserves. So they put it out for hire to Bigger City
Banks in what is often called the Overnight Market. The
rate that these Banks charge and pay each other — the Fed-
eral Funds Rate — fluctuates according to demand and sup-
pPly. The Fed can and does influence this rate by either
injecting or withdrawing reserves from the Banking System.

When Volcker was Fed Chairman, he concentrated on control-
. ling the amount of reserves in the system. That governs
' the Money Supply... and hence the level of economic activ-
ity! He let the Federal Funds Rate go anyplace it wanted
to go. Greenspan, by contrast, is a fanatic about control-
ling this Federal Funds Rate. In order to keep it up when
it wants to fall — as has been the case for months — he
has to constantly order reserves drained out of the Bank-
ing System. Thus he gets credit for lowering rates... when
in fact he has been fighting hard to slow a natural rate
decline down. And he also sucks reserves out of Banks,
making Money tight. Wall Street analysts, for a reason we
cannot fathom, think Money is loose when the Federal Funds

Rate goes down. Actually, Money is loose only when it is
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plentiful... when it is there for anyone who wants it and
needs it, if their credit is good! That certainly has not
been the case in recent years. And this one single fact
largely caused the current Recession in Americal!

One day in mid-1990 Greenspan and the Open Market Commit-
tee began to allow the Federal Funds Rate to fall on its
own. The idea was to stimulate business. But the Banks
simply ignored Greenspan and the Fed. (Can you imagine
Banks daring to ignore Paul Volcker? We can’t!) During one
stretch in May-June of 1990, the Federal Funds Rate was
allowed to fall 150 basis points. That is 1-1/2 points,
figuring it the old-fashioned way. (As we still do.) Dur-
ing this stretch, the Banks never even blinked. They sim-
ply swallowed the entire 1-1/2 points of lower interest
rates. They expanded the spread between their overnight
cost of Funds (the Federal Funds Rate) and their Prime
Rate to three full percentage points (300 basis points).
When you add three points on top of the Prime, as most
banks do, the average small business is paying their Bank
6% over the Banks’ own cost of Funds... probably the high-
est spread in the entire history of American banking.
What'’'s more, it is doing so at a time when the inflation
rate has just been recorded at zero for one month... mean-
ing that businesses are paying the highest after-inflation
interest rates seen in years... maybe ever! By way of con-
trast, back in the 1970's, inflation was running higher
than the interest rates. Not only that but tax rates were
twice as high, meaning that when interest rate charges
were written off against taxes, the Government paid some
two-thirds of the cost. The net result was that borrowers
not only got their Money FREE in a real sense... they ac-
tually made an after-tax profit when they borrowed. Not so
today.

Then we add the last feather on the interest-rate scale...
the one that tips it down in the overall balance. Banks
were gquick to slash the rate they paid on their CD's. Sav-
ers found that the interest they received on their savings
was going down rapidly. This depressed the income of
People most likely to invest. This was a complete upside-
down reversal of Reagan’s Supply-Side policies. Thus a
series of moves intended by the Fed to drive down the cost
of borrowing and stimulate the economy never did reach the
intended beneficiaries. Wall Street analysts — most of
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whom had never met a payroll — seemed to be absolutely
blind to what was going on in the Real World. They looked
into their computers and saw that previous Post-War Reces-
sions had ended when the Fed had lowered interest rates.
Analysts kept babbling about Fed easing as if any easing
really was reaching the consumer or business borrowers!
Personally we find their ridiculous statements not just
tiring today but absolutely dangerous to anyone who pays
attention to them!

The facts are these: One third of all directors for the
regional Feds are elected by the Big Banks in each region.
One third of the Directors are elected by the small Banks.
The other third are directed by businessmen in the region.
In Boston these businessmen are apt to be in Real Estate
or High-Tech. In Texas they could be in ranching or 0il.
But the main thing to note is that two-thirds of the Di-
rectors in each case are Bankers. The deck is clearly
stacked to please Bankers. No matter how badly the consum-
ers and businessmen of a given region want cheaper and
looser Money, the deciding votes at each regional Fed will
be cast by and for the Banks. And as you well know the
Banks are hurting! o

wi¥
-

It is bad enough that Banks are being forced by Federal
examiners to write off Real Estate and other loans that

have turned sour. The same Banks are being pressured by
Federal authorities to increase their Reserves, as a per-
centage of loans. There are several ways for a Bank to
increase its Reserve Ratio. One is to increase the number
of charges and fees that they slap on customers... includ-
ing a fee to use the teller machine. This is amazing when
you think about it. The customer is forced to do the work
themselves that a Teller used to do... saving the Bank a
lot of paychecks. Then the Ccustomer is forced to pay for
the “privilege”. Banks slap on restrictions as to how soon
customers can get at their own Money. And when customer
checks come through before the date that the Money is
deemed “collected,” a stiff penalty charge is assessed.
Multiply that by millions of such charges each year and
yYou can see how profitable this is for Banks. This profit
helps build Bank Reserves! Bear in mind that most Money
transfers are now done electronically... and that regional
Feds credit the local Banks with the full amount of the
deposit at once, even though the Bank denies its customers



Bt~

15 The FRC Money-Forecast Letter — May, 1991

access to this very same Money. You see a pattern emerg-
ing... a pattern designed to help the Banks restore their
financial strength. This is a noble goal. But to impose
higher reserve requirements in the midst of a Recession is
a move guaranteed to create a Credit Crunch. That is, of
course, just what it has done. Bankers have discovered
that they can increase their reserve percentage by shrink-
ing the size of their loan portfolio. Thus as loans are
paid down or paid off, a Bank will not re-loan the Money,
putting it back out for hire again. Instead it will hoard
the proceeds. We have said before and we repeat now: This
may be good for each individual Bank... but is a potential
disaster for the overall economy!

Just a few years ago, American borrowers could make up for
the loss of loans from American Banks. They could and they
did turn to foreign lenders. But now a new factor has in-
truded into the American scene. Canada, Britain and Japan
— three of the biggest lenders and investors in america in
recent years, have all suffered capital shortages of their
own. This is due to the slowing of Money creation in those
nations. (See charts.) At the same time, Germany — another
big lender-investor — has taken on the task of rebuilding
East Germany'’s shattered economy. Germany is in the market
to borrow today, instead of to lend. The same is true of
Kuwait and Saudi Arabia, nations which formerly produced a
heavy surplus of Money and sent much of it here to
America. Finally, the Soviet Union has become an economic
pasket case, begging in America, Germany and Japan for
Money and Food... plus help to modernize its gigantic but
deteriorating Oil industry. The Worldwide need for Money
today is awesome. The Su ly of Money in America is inad-
equate. at Money has been created seems to be flowing

wh
d tl LnEG_EEUEK'EpﬁtﬁIafxon instead of into reviving

irec
the Real Economy. We 21T know what result this same kind

of lending policy Ied to the Jast time it happened... in
1928 and 1929!
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We frankly cringe when we hear rubbish and balderdash com-
ing out of smug but foolish Wall Street analysts. They
think because a certain number of months go by. the Reces-—
sion will end automatically. Herbert Hoover thought that
way too. Hoover was misled by a fast and furious Sucker’s
Rally on Wall Street that drove stocks up 50% in a few
months in the Spring of 1930... before they collapsed in
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an orgy of panic selling. But in every Recession prior to
this one after World Var Two, the Federal Government did
not sit around waiting for some natural recovery to occur
dﬁ%ématlcally. They aggressively cut taxes, increased Fed-
eral spending and bullied the Banks to loan more moneyASht
to Businessés and consumers. None of those things have
been done in 1991. In fact, America has been doing the
opposite of all those things this time around. We have
somehow forgotten how we ended all of the Postwar Reces-
sions. We don’t wish to sound alarmist, but America has

reverted back precisely to the same deadly policies fol-
lowed by Hoover'’s Washington and the Banks in 1930. To

believe that the Economy is curing itself without suffi-
cient Money and Personal Income is to show a child-like
faith in Magic!

X
We see no signs whatsoever that this Recession is ending.

The best case Wall Street analysts and Alan Greenspan can
make that the bottom is at hand is that we have already
plunged to levels that marked the bottom of the terrible
1981-1982 Recession... a Recession, by the way, that we
foresaw and predicted when almost no one else saw it com-
ing. The analysts say that the fact that we got down to
this level... which they call the bottom... so quickly
proves that this will be a very short Recession. But there
is another possible way to look at these numbers. You must
think about it. This other possibility is that the reason
we got back down to these levels so fast is because this
is not the bottom at all... but rather just a way station
on a road down a very steep hill... into an unseen valley
ahead of us.

The similarities between today at 1873 are too ominous for
us to ignore. That year was also four years after a stock
market crash (1869). There was a shortage of Money in
America in 1873 too. There was no Federal Reserve then.
The shortage had been caused by President Grant vetoing a

bill to create more Money. Heé was airaid the Money would

Just go into the hands of Wall Street speculators... just
as _so much of the Money created by the Fed of late has
done. But because of his veto, there was no Money to pay
interest charges on heavy outstanding loans to the Brit-
ish. So London stopped sending new capital over here. The
lack of either foreign or Domestic Money proved too great
a problem for America to overcome. A crash ensued... fol-
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lowed by a Panic and then a Depression. People who say it
cannot happen again simply do not know what they are talk-
ing about. Up until late last year, Greenspan’s obsessive
contraction of the American Money Supply could be allevi-
ated by reaching out to Japan and the Middle East. But now
Kuwalt and Saudi Arabia are pre-occupied with their own
cash needs... and Japan is being rocked with internal
bankruptcies as Bank of Japan curbs speculation and infla-
tion. Japan has ended its years of runaway Money creation.
To put it bluntl Japan does not have the Money to lend
us any more. They were, as we kept telling you, simply
rinting Monopoly Play Money and we were accepting it as
if it were real Money. Now the downside of that Policy has
hit Japan hard... a fact that seems to have escaped the
notice of Wall Street analysts. We now have to face up to
our own Domestic Money problems and cure them inter-
nally... or face the consequences !

The Reason We Are Bullish In The Face Of Such Problems
Is That We Believe President Bush Will Move Fast Soon!

George Bush was pre-occupied with the War against Iraq for
months as our Recession settled over the Land. More re-.
cently his attention was diverted to the plight of the
Kurdish refugees. We are impressed with the way he has
directed large-scale efforts to first win the War and now
save the refugees. It is heartening to see TV newscasts of
big American helicopters swarming in with food, tents and
construction equipment to create water and sanitation fa-
cilities. This proves to us that the old American tradi-
tions are still alive and well. Americans do not like to
“Fix something that isn’t broken,” as the saying goes. But
once we recognize a problem, we can and do fix it.

Because of the smug assertions of Wall Street analysts
that the Recession was ending automatically, Washington
had relaxed its guard about the Economy. But then came the
Railroad strike. For twenty-four terrible hours, the White
House and Congress looked right into the face of the
Economy. And they were absolutely shocked at what they
saw. Far from coming out of a short and mild Recession,
the economy was seen to be desperately weak and getting
weaker. It was recognized all at once that a rail strike
could send the economy spinning down out of control into
something that older politicians all at once recalled from

N
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their youth. We are talking about a Depression. And don’t
You doubt that for a moment. You did not hear that word
spoken in Public. But the incredibly fast action by Con-
gress and the White House to stop the strike in the middle
of the first night proves how frightened they were. And
now that they are awake to the reality of the problems in
this Economy, they will fix these problems. They will
probably mount a public relations campaign to say that
everything is all right. We don’t blame them. A panic can
be devastating. But the main fact is that behind the
scenes they will now cure the underlying problem. And that
broblem is a lack of Money circulating inside America!

We believe George Bush and his growth-minded team at Trea-
sury and 1in the White House will find answers to America’s
problems exactly where America always found ideas to
transplant here. We mean in HOLLAND. That thrifty little
nation was carved out of the turbulent North Sea by a
People too stubborn to know that this could not be done.
Building and monitoring its system of dikes has. bred into
the Dutch both an appreciation of Nature’s awesome power .

and the will to maintain an organized and disciplined so-
ciety.

Yet the Dutch invented most of the concepts of Freedom we
now regard as American! They began a successful rebellion
against Spanish overlords in the 1600’s. They created a
pioneering Federal Republic... the United Netherlands.
When the Pilgrims fled England in 1609, they went to Hol-
land to live amongst fellow-Puritans for eleven years.
They then crossed the ocean and settled in Massachusetts,
bringing Dutch principles with them. An American rebellion
against Britain began right here in Massachusetts in 1770.
The men who organized it looked to Holland for justifica-
tion. So it was that America’s Declaration of Independence
and Constitution came almost intact from documents written
in Holland two centuries earlier. The ties between the
sea-faring Dutch and the American Republic were close from
the beginning. The Dutch became major investors in
America. Only last year were the Dutch edged out by the
Japanese in total value of investments in America. Holland
is one of the richest small nations in the World. This led
them into Banking and Finance on a World scale. At home

the Dutch created a strong economy with an inflation rate
just above zero.
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The Netherlands maintain a strong and steady pace of Money
gfsgih. (See page 16.) That proves a nation can maintain
Money growth at a rate far higher than Greenspan has given
America... yet enjoy very low inflation. (Dutch stock
prices have doubled and doubled again.) The Dutch have
done this with long-term Government Bond yields way above
current American levels (See page 18.) That shows Wall
Street is wrong in believing that lower Bond rates are
needed! Holland keeps its Money high in value. The Guilder
is on a par with the German Mark. Yet the Dutch export
vigorously. That proves another popular American fallacy
is false... namely that a cheap Dollar brings a strong
economy! Their business and Money success is based on a
formula exactly opposite to Greenspan’s thinking...

Holland and America both belong to The Group of Ten.
President Bush is aware of the Dutch success in Money,
Banking and Economic Growth. ... As a former Oil Man, Bush
has to be impressed with the way the Dutch use their enor-
mous natural gas reserves to create cheap power, while
keeping down their bill for imported Oil. America now
makes poor use of our own vast natural gas reserves. We
have a lot to learn from the Dutch in this regard. ... As
Bush and his Team look around for a better way to guide
America’s Economy, the Dutch example will, we are certain,
become the Model for America’s prosperity in the 1990’'s.
This is why we remain Super-Bullish for the long run, even
though we expect this Recession will cause more problems

before it is brought under control... including a correc-
tion in this Bull Market!

— Adrian Van Eck, Editor
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THE WHITE HOUSE
WASHINGTON

Date: March 25, 1991

TO: Chase Untermeyer

FROM: ANDY CARD

O

O
O
O

Action, as appropriate
Your Comment
Let’s Talk

FYI



AC HAS SEEN

A WX/ L
March 5, 1991 M\YKV

Mr. Chester A. Zagaski Vo
5 Elm Avenue M
Quincy, MA 02170

(617) 479-9504

N

Mr. Andrew Card
Special Assistant to the President
The White House
Washington, D.C.

Dear Andy:

I have completed the necessary application papers and supplemental
information forms for the position of Director of External Affairs,
U.S. Environmental Protection Agency, Region I, Boston (Announcement
#PM-0454). They will be filed with the U.S. Office of Personnel
Management, Boston, this week in compliance with the deadline of
March 15, 1991.

You may want to be aware that I am exceptionally well gqualified

for the position and have had advanced training and experience

for such important responsibilities. Such skills and abilities
along with my commitments to the work of the Agency may undoubtedly
result in greater contributions to such efforts and goals of EPA,
the safety of citizens and the smooth functioning of government.

The status of my physical disabilities relating to a past auto
accident and the re-occurrence of a past leg injury due to same
have not been fully settled even though I have been certified as
disabled to certain degrees. As the conditions appear to be per-
manent and inoperable, I seek to rise above such challenges and
make the very best contributions that I can.

In the event that you may be in contact with someone involved in

the selection process or the Agency, a favorable mention of my
candidacy would be greatly appreciated.

Wiﬁ?:ff?t Regards,
/ / .
: /,w ‘ ',. /( ————

Chester A. Zagaski
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243 ARNOLD STREET ) 5

NEW BEDFORD, MASS. 9 Q I ,_h? “

March 19, 1991

Andrew B. Card,
Deputy Chief of Staff
The White House
Washington, D. C.

Dear Andy:

As a lifelong Republican and office holder, and as
an American, I am particularly proud and uplifted by the events
of the last several months involving the Middle East. I want to
record this word of commendation to President Bush and all you
members of his staff for the excellent job that you all obvious-
ly did during the last several months. It must be a very high
level of elation and gratitude to hear that over 90% of Americans
approve the job done by this administration. Congratulations to
the President and all of you who stood by his side during the
endless hours and tensions of this crisis.

I am heartened to feel that many in the world feel
a special opportunity has been provided to move ahead with the
settlement of other Middle East problems and particularly the
Israeli-Palestinian problems. I want to leave with you a sugges-
tion that must have been proposed by others but seems to me to
have a chance for success. 1 agree that Palestine must be given
a homeland of its own and further that the occupied West Bank is
the best place for that homeland. However, I understand Israel's
concern that another country so close to them would be a security
riek. Why not push for Israel to give up the West Bank to Pales-
tine in exchange for a mutual defense pact by Soviet Russia and
the United States that if either Israel or Palestine encroach on
or practise hostile military moves toward each other, the two
super powers will move militarily to insure the territorial
integrity of both Israel and Palestine.

I don't see how Israel could persist in its security
concerns involved in giving up the West Bank in the face of these
assurances by the two super powers. I assume that the Soviets
would gladly join in such a proposal.

Thank you all again for a job well done and for
handling this matter in a way that has so lifted the spirits of
the American people. Surely this new spirit will contribute to
the solution of many other problems including the recession.

Sincerely, )

Howard W. Young
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Michael Boskin

ANDY CARD
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RICHARD B. YOUNG R

20 NED'S POINT ROAD \)tEN
MATTAPOISETT, MASSACHUSETTS 02739

January 27, 1991

Mr. Andrew Card
Deputy Chief of Staff

The White House | X
Washington, D.C. 20500 tﬂ:p \¢uﬂf
Dear Mr. Card:- 67 ,/////

Like all Americans, I am extremely distressed at the rapid and
uncontrolled build up in our national debt.

I am even more disturbed at the way our government is reporting its so
called deficits which bear no relationship to the speed that we are
going in debt. Most of the discrepancy, of course, is because we are
borrowing from our future liabilities in the trust funds.

If serious steps are not taken to control spending, and everyone asked
to take his share of the resulting pain, we will be facing much more
serious problems when the baby boomers start to retire and we have to
pay back to the trust funds all we have borrowed.

The enclosed material clearly shows the magnitude of the problem. Until
the government starts reporting the actual increase in debt, and its
effect on the public, it will be hard to get voters to accept the fact
that drastic action is necessary.

I urge you, and others in the administration to start telling it like it
is. I urge you, also, to recognize that unless serious efforts, rather
than smoke and mirrors, are made to reduce spending that we are headed
for disaster.

On the last page of the enclosed material there is a list of important
problems that need addressing, and suggested solutions.

Proposal #1 would not only generate substantial revenue, but would make
100 million taxpayer acutely aware of how serious our deficits are. They
would then be more receptive to spending cuts. Over the longer run, it
would be self correcting.

Proposal #2 seems only fair. Present recipients are receiving benefits
far in excess of their contributions, and the wealthy were taxed at the
rate of 14% of their benefits. Under the proposal they would be taxed up
to 28%, and would still be receiving substantial welfare at the expense
of the working man.

Proposal #3 is absolutely necessafy to get the runaway federal pension
system under control.

I would welcome your comments. PLEASE DO SOMETHING! Thank you.

Sincerely,




UNITED STATES
GOVERNMENT

HOW IT IS REPORTED
AND
HOW IT REALLY WORKS

Im 1990 Congress way spending so st that we
were going deeper in Debt at the rate of o
Billion Dollars every 33 Elours or & Milliom
Dollars every 82 Seconds!

And im 1991 it will be worsed

SOURCE: HISTORICAL TABLES, BUDGET OF THE UNITED STATES GOVERNMENT
1990, AND MONTHLY TREASURY STATEMENTS OF RECEIPTS AND OUTLAYS OF THE

UNITED STATES GOVERNMENT.
Richard B.Young

20 Ned's Point Road
Mattapoisett, MA 02739

January 1991



THE WHITE HOUSE

WASHINGTON

January 11, 1991

Dear Chuck:

This letter is embarrassingly tardy, and I
apologize. But I was glad to hear from you

and to get your input on John Smietanka. I'11
make sure others here know of your endorsement.

Best wishes for the new year. Keep in touch.

Sincerely,

Andrew H. d, Jr.
Assistant to President
and Deputy to the Chief of Staff

Mr. Charles W. Yob

National Committeeman

National Republican Committee
Post Office Box 2568

Grand Rapids, Michigan 49501
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Republican wdl
National flp- 'A%—d?‘ '

Committee # ‘j,(/

Mr. Charles W. Yob

Member for Michigan December 4, 1990
P.O. Box 2568

Grand Rapids, Michigan 49501

-

Office: (616) 247-8624
Residence: (616) 676-0378

The Honorable Andrew H. Card, Jr.
Assistant to the President and
Deputy to Chief of Staff

The White House

Washington, D.C. 20500

Dear Andrew,

Congress has recently authorized a new position for the Sixth
Circuit Court of Appeals for either Michigan or Ohio. John
Smietanka, our U.S. Attorney for Western Michigan, who has been
acting as Associate Deputy Attorney General, has made a real impact
in Western Michigan as the kind of person we need in the Circuit
Court of Appeals.

John not only has been a real law and order person, but also has
a solid background in the Republican Party. I hope you will
support John for this position.

Thank you,

(Cfect
/ 7 IN A (

Chuck VYob
National Committeeman

CY/ac

Stationary Paid For By C.W. Yob And Not The Republican National Committee
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pon. Larney Aiandan,

FROM: ANDREW H. CAR

O Action
O Your Comment
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- X/ United Quincy, MA 02169-5212
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1‘. 1-800-233-9303
QONA Brokers Telex: 203778
Fax: 617-73-8849

United International Insurance Agency, Inc.
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November 13, 1880 IMS SE[/V

Mr. Andrew H. Card, Jr. — ORI T AT
Special Assistant to the President
ggghggggnﬁoggﬁ’ Detarmined NOT to be
’ National Security Classified Marking
By % (NLGB) on 25//s/2 s—

Dear Andy,

I regret not meeting with vyou at the State Convention last
spring, but I am pleased Bill and Paul got by the setback and
went on to win.

If there 1is any personal viewpoint I can offer you after several
yvears involvement in Massachusetts it is this: Get Shamie out!

On a more professional, and personal level, could you pleases
review the table of contents to my book, Environmental Risk &
Insurance, and consider writing a brief forward. (I have also
enclosed a copy of my draft forward for you to have as a guide,
if you want.) As vyou are from Holbrook and as one of the case
studies in the book 1s that of the Baird & McGuire cleanup
project and victims claims, could you strongly consider doing the
“"forward"?

It’s been a while since our days at Carolina and regardless of
your decision, I wish ' you continued success and health.
Unfortunately, as the work is in production now by a leading
technical publisher, 1 will need your response within four weeks.

Graiiijjlz, and wishing you the best!,
(M

Chester A. Zagaski
Vice President

(Class of "71)

Home Office:
135 Wood Road, Braintree, MA 02184-2595
An MBA Group Co.



e 6 M 3 i e I A e el . i 8 St

Revised 10/90

TABLE OF CONTENTS

Preface and Acknowledgements
Foreword
T« INTRODUCTION .« swws s 56 5 sl sms ols s siwies o oee atehe-s sol obis oo s o o wioe o ee s

II. HOW ENVIRONMENTAL POLLUTION CAN IMPACT YOUR FINANCIAL SE-
CURITY AND YOUR .WELL-BEING .¢:.ccceecosocsncccsoccoscsssansens

A. The Impact on Businesses
B. The Impact on Private Citizens
C. The Impact on Government

D. A Profile of Hazardous Wastes and the Hazardous
Waste Industry

E. Measuring the Scope of Toxic Releases

III.A SUMMARY OF FINANCIAL RESPONSIBILITY PROVISIONS AND LAWS
BASED ON FEDERAL AND STATE REQUIREMENTS ......ccceceeeeennn

A. A Review of Federal Regulations

1. Survey

2. RCRA

3. CERCLA/SARA

4. Relationship Between RCRA and CERCLA/SARA

5. 1Insurers Need to Address Pollution Exposures
B. Several Requirements for Financial Assurrances in

the Event of Environmental Pollution

of Properties

1. Liability Insurance--Hazardous Waste Facilities |

2. Closure/Post-Closure 1

3. Automobile Liability-Hazardous Materials Hauled

4. Underground STorage Tanks--Special Insurance
Problems

5. 1Insurers Creating New Demands Concerning Deleading

|

C. A Summary of Insurers Arguments Against Providing the
Necessary Insurance Coverages




The Necessity of Checking State Laws (Liability
Insurance Requirements for Waste Facilities)

Workers Compensation and Occupational Disease Claims

The Special Environmental Risk and Insurance Coverage
Problems Concerning Asbestosis and Asbestos Removal
Contractors

IV. THE SPECIAL ISSUES CONCERNING THE LAW OF TOXIC TORTS (and
Hazardous Waste Litigation Including the Impacts of Mass
DiSASLEES) cccocavsndoenilanoscasnssssgssssonvaaanansrascses

V. POLLUTION LIABILITY INSURANCE: NEW RESPONSIBILITIES FOR
AGENTS, BROKERS AND RISK MANAGERS ...c:cecccccrecmecneens

VI. VICTIMS COMPENSATION ..ccceveerecreeennaeeeeneesccerossrn?

VII.LIABILITY AND INSURANCE FOR OIL SPILLS «tceeeeasecnnsncess

A.

B.

Changing Issues and Emerging Developments
Key International Regulations

Key Domestic Legislation

Tovalop

Cristal

International 0il Compensation Fund

0il and Hazardous Substance Spills From Vessels--
Liability

Various Applicable Statutes and Liabilities
Insurance

After Valdez: The Necessity For New 0il Spill Liability
and Compensation Laws

-“VT%TTNﬁeﬁﬁﬁR"tTﬁBTﬁTT¥”RTSKS-&N%-%NSHR&NGE—< .................

VIII.NATURAL ENVIRONMENTAL RISKS AND DISASTERS AND INSURANCE

SYSTEME «svoscorenfosssjsisnssssoanssssasrapessenssspossos
A. Earthquakes

B. Floods

C. Interdependent Environmental Risks and Insurance

Aspects



IX. NUCLEAR LIABILITY RISKS AND INSURANCE ... ...ttt eennnnnns

A. The Nuclear "Pools"

B. Forms of Coverage
C. Special Nuclear Power and Nuclear Waste Problems
D. Nuclear Power--Kinds of Insurance

E. The Haunting Spectre of Miltary Nuclear Risks in the
Soviet Union and the U.S.

F. Some New Risk and Insurance Realities

X. THE SPECIAL ISSUES OF INTERNATIONAL ENVIRONMENTAL RISK &
INSURANCE &t .ttt eeecelocseaccsasasocssasssssssesnsasscssnsescsons

A. Acid Rain or Deposition

B. Global Warming and the "Greenhouse Effect"”

C. Outline of Major International Regulations
D. Pollution Liability and Insurance International Report
E. A Unified Europe and Shared Environmental Risks (How

Will the Liability and Insurance Problems Be Handled?)

XI. THE SPECIAL INSURANCE PROBLEMS ARISING FROM POLLUTION
LIABILITY ticeceevefoscscancsccnossssosessnosnassacssdsssseseses

A. Finding Coverage for Claims Due to the Release of
Toxic Substances and Hazardous Materials

1. Comprehensive General Liability Insurance

2. The Unique Experience of Title Insurers (Greater
Pollution Liabilities for Lenders)

3. Life and Health Insurers: Special Responsibilities
4. Environmental Impairment Liability Insurance
B. Technical Environmental Claims Issues
1. 1Increased Claims Under CERCLA/SARA
2. Defenses to a Section 106 Order
B. Continual and Recurrent Insurance Coverage Issues
1. The Pollution Exclusion and "Occurrence" Issues

2. Bodily Injury Coverage Trigger Theories



a. Exposure
b. Manifestation
c. Double Trigger
d. Injury-In-Fact
3. Property Damage Coverage Trigger Theories
a. Continuous Trigger
b. Delayed Discovery/Long Developing Damage
D. Decisions Involving CERCLA/Superfund Claims
XII. THE MEASUREMENT AND ASSESSMENT OF ENVIRONMENTAL DAMAGE ...
A. The Roles and Uses of Environmental Consultants
1. Environmental Risk Management
2. Risk Management and Risk Assessment

3. Confidentiality of Data

4. Sample Environmental Risk Assessments (Outline
Form)
5. Discovering the Existence of Toxic Substances

B. Right-To-Know Laws and Hazardous Materials Requirements

1. Developing Hazard Communication Programs
2. Insurance Complications
C. Risk Assessments and Statistics

D. Risk Assessments and Cleanup Estimations

XIII.THE APPLICATION OF LIFE INSURANCE CONCEPTS TO ENVIRONMENTAL
RISK & INSURANCE .ttt it et e v eoeeeeoeeeeeaceacosonossasesssese

A. Questions of Insurance for Closure/Post-Closure Financial
Responsibility

'B. Adaptability of Life Insurance Concepts

C. The Merits of Structured Settlements in Financing Super-
fund Site Cleanups--The Myths and The Realities

XIV. "WINDS OF CHANGE:" A REVIEW OF THE CLEAN AIR PROPOSAL....

XV. ALTERNATIVE RISK FINANCING MECHANISMS ...ccccececennnnnnns



A.

B.

c.

Risk Retention Groups

Risk Purchasing Groups

Captive Insurance Companies

XVI. A LEGISLATIVE PROPOSAL TO RESOLVE THE POLLUTION LIABILITY
AND INSURANCE CRISIS ..cteeeeocceas S A e s SRS e ee @R b

A.

B.

Pollution Liability and EIL Policies

The Added Elements of Environmental Risks and
Insurance

A Hazardous Intersection: Businesses and Insurers
Want To ReRoute Superfund in 1991

The Fact Sheet and Legislative Proposal for "ERICA:"
The Environmental Risk and Insurance Corporation Act.

XVII.THE ULTIMATE ENVIRONMENTAL RISK SOLUTION: NO RISKS---
NO' INSURANCE. i« siai|s ole olbra s sl ions 6,0 oisim s o006 oo 668 & s6's s ais & 610 o9’

The Potential Environmental Holocaust of the 21st Century

XVIII.PERSONALIZING ENVIRONMENTAL RISKS AND INSURANCE ISSUES..

A.

Indoor Air Pollution--Unique Risk and Insurance Problems

A Case History: The Baird & McGuire Cleanup Project
(Liability and Insurance Puzzles--Cleanup or Cover-up?)

The New Realities for Hazardous Waste Firms and Insurance
Regulations: The Case of Clean Harbors and the Proposed
Toxic Waste Incinerator

XIX. SUMMARY AND CONCLUSION | « ¢ cspovscsoseiocosonssgossooosssesies

EPILOGUE

APPENDICES

7-A Case Study--Impact on Businesses and Government--Cannons
Engineering Superfund Case Review (Documents, Summary)

7-1 Model Hazardous Waste Liability Endorsement for Third Party
Liability

7-2 Model Certificates of Liability Insurance

7-3 Model Corporate Guarantee for Third Party Liability Coverage

7-4 Model Letter From Chief Financial Officer in Support of
the Financial Test for Third Party Liability Coverage




7-5 Model Trust Fund Agreement for a Closure Trust Fund

7-6 Model Surety Bond Guaranteeing Performance of Closure
and Post-Closure Care

7-7 Specimen Administrative Order of the EPA (Section 106)

7-8 Model Consent Order for a Privately Conducted Remedial
Investigation and Feasibility Study

7-9 Comprehensive General Liability Insurance Policy (CGL)
(Specimen)

7-10 Environmental Impairment Liability Policy (EIL)
(Specimen)
e
INDEX

L
a_oSJAF‘-'f o JE! A




FOREWORD

Rather than "Foreword" as is more customarily used in books
at this section of the text, perhaps the section should use
i
the heading "Forewarned" so that the reader will more accu-

AT et 1
rately understand the task he or she is about to embark on.

You should be forewarned that no matter your level of "risk-
phobia" you will be reading about the often complex areas of
financial responsibility for bollution damage--as if the very
natufe of environmental damagés is not already alarming enough.
The author uses environmental damages in the broader sense of
all harm and injuries to man and natural resources even though
a strict interpretation of fiﬁancial liabilities and related
costs are often limited thus far to actual cleanup, removal

and other remediation expenses not always or nearly inclus-

ive of all other damages and exposures. So if one is more
inclined to be "chemo-phobic" this sort of discourse will not
help that kind of mindset which seems so popular these days
when environmental protection matters are discussed. And

more to the point, it is hoped that such risk averse sentiments
will be likely to promote a greater realization and active par-
ticipation in what has become an even greater controversy--

the real and hidden and overwhelming costs of pollution damage

and how to apportion responsibility in a vast, modern society.




There are several estimates as to the total costs of cleanup -

of our nation’s hazardous waste sites; some guess at..75 billion

whlle others say it exceeds Z00 billion. To be sure costs are

not the only problem, but with deficit budgetary constralnts nfffr‘i”‘

and a host of other realities impacting on the env1ronmental

cleanup priorities we need to establish just what are the level

of accountability for such staggering sums as they develop and
how these funds are obtained or levied against or from:.the .~

"responsible parties", or "polluters". But do keep;ih mind_;u¢; -

that such a simple description of the basic problem does not

include several larger and some would say more ominous issues

if we look at environmental damages in the aggregate: ‘acid-

rain, ozone depletion, greenhouse effect, AIDS, victims' comp-
ensation, the loss of jobs and tax revenues, and soO on.- Oﬁly'
then do we begin to get a fuller understanding of just what is

involved with these environmental cleanup and protection goals.

So what can be done? First, we need to establish and review” =

where we are in terms of the rules, liabilities, obligations

and other requirements as presently or recently set by laws.

Then we need to see just where the gaps are and where are the

more serious issues which have been and continue to be neglected.

Only then can we begin to understand the complexity.and the
urgency which these issues command if we are to begln to improve

as well as pursue our national environmental protection goals




"3OfJCehtrsl importance when discussing financial responsibilitfifi
is. the role of 1nsurance companles in helplng to transfer the

risks of flnan01al losses from industries and businesses so they

: may'prqceed_unfettered in their core and related activities and

' ' = : : o ; : -
rely on the claims payments from insurers whieh losses occur.

This is where the whole series of issues comes to a difficult

crossroads where a set of competing issues, interests and goals-

'_giﬁhersect;' And the financial stakes are very high.

fou ean imagine the 1mportance of financial respon31b111ty as ef':<;;f
wes}exoressed in such earller lessons as elevators in bulldlngs.ff» Tt
Wheh modern constructlon technlques developed elevators which
laceomodated'greater traffic and occupanc1es in higher rise
hui}dinqs, the first concerns of officials had to do with safety
énd.what might happen in the event of accidents and who would
have to pay how much in settlements to injured or deceased
parties. The basic idea was to require an inspection according —r=—
to the applicable building and safety codes and then to haVe_a = e
certain amount of insurance required for each elevator towfurther -
guarantee continued safety and reinspection in order to maintain -

the insurance according to the insurers' quidelines. If unsafe,

there would be no insurance and the license or permit for the

elevator would be revoked. No elevators, no tenants, etc. s

The same basic issues are found here with environmental risk and
insurance; but they have never met with more controversy and much

remains unsettled, threatening and counterproductive. Forewarned!




ABOUT THE AUTHOR

After nearly eight years of work which included reviewing over
250,000 pages lgws, documents,, data,,case_recqrds, ngtes and
' an couw3£d'<‘ ouns of ,~vud-{7a:v‘rhm/ |TerviewNT [Lcslc.aril
reports,ﬂan insurance expert warns us about the financial consequences

of environmental damage which affects us all.

Chester A. ("Chet") Zagaski, Jr., has long been involved with
environmental risks and insurance matters during his career in

the insurance industry which has included positions in underwriting
and marketing management for a number of leading insurer groups,
including the formation of a specialty high-risk carrier affiliated
with a British firm and a domestic reinsurance facility for a Swiss
parent company. As a licensed insurance consultant and broker, he
has dealt extensively with pollution liability and risk problems

for a variety of commercial, industrial and institutional clientele.
An active member of The New England Council, Inc., as well as The
Smaller Business Association of New England, Inc., he has also been
an associate member of the Massachusetts Hazardous Waste Advisory
Committee, financial responsibility subcommittee, and was issued

a citation by the Massachusetts Legislature for his contributions

to the work of the Special Legislative Commission on Liability for
the Release of Hazardous Materials. A respondent to the U.S. Environ-
mental Protection Agency on severél pollution 1liability and insurance
requests for commentary, he has communicated directly with state and
federal leaders as well as with the White House and chief EPA ad-

ministrators.



An independent petitioner before the Massachusetts Legislature

and the U.S. House of Representatives and the U.S. Senate, he has
filed legislative proposals to correct the way billions of dollars
in claims for toxic waste cleanup and liability suits have been
handled and has sought to bring attention to the growing victims
compensation issues in this country. He has provided expert tes-
timony on such matters before a subcommittee of the U.S. Congress

on the impacts of Superfund on smaller businesses as well as be-
fore the Massachusetts Legislature and the Massachusetts Legislative
Special Commission. His latest proposal calls for a new, comprehen-
sive environmental risk and insurance plan, referred to as "The
Environmental Risk and Insurance Corporation Act," or "ERICA,"

which has been filed with Congressional representatives and was

presented in a national business insurance consultants' journal.

Mr. Zagaski has previously appeared before the U.S. Securities and
Exchange Commission Government Business Forum and presented plans
for new insurance approaches to pollution damages calling attention
to the urgent financial problems. His views have been widely pub-
lished in several prominent journals and publications, including

Enterprise, Industry, World Magazine, Risk Management, Best's Review,

Insurance Marketing Insider and the Liner Letter, a national advisory

business insurance publication. He is a regular contributing author

for The John Liner Review, a national journal on the latest insurance

and risk management topics.

A graduate of The University of South Carolina with a B.A. in political
science and economics after matriculating in the College of Journalism,

he has completed post-graduate studies at the University of Connecticut

Graduate School of Business Administration and Northeastern University




School of Law.

He is presently working on a reference work on insurance and risk

management problems related to the risks and financial consequences
| of environmental pollution which will be useful for many different
| kinds of businesses, industrial firms and institutions as well as

property owners and commercial lenders. His next book is also

being worked on but the subject matter has not been disclosed.

His present or recent professional memberships and associations

‘ include the Amercian Institute for Property and Liability Under-
writers, the Massachusetts Society of Licensed Insurance Advisors,
and the Association Internationale du Droit des Assurances, H.S.
chapter;-a-prominent ‘international professional association whicjh
deals with the most advanced insurance and risk management topics.
He has presented courses and lectures in his field at the Insurance

Library Association of Boston, and Tufts University.

Mr. Zagaski is Vice President of United International Brokers, a

$Fac husets .

multi-purpose insurance firm headquartered in BraiN%uJ,y““
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KENNETH P. YALE  DEC 1 g 199y
9921 Cherry Tree Lane

Silver Spring, Maryland 20901 Y‘\F’S St
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December 9, 1991

Dear Andy:

I know you are very busy with the transition underway in the West
Wing, but I did want to bring you up to date on my progress.

I am continuing to pursue a couple of private sector
possibilities, and have all but given up on the White House
legislative affairs position. I do believe I could be of
assistance there, especially in an election year. Steve Hart has
been helpful but I have not interviewed or heard anything from
Jim Dyer. I think he may already have made up his mind.

After my last note I was able to fix the parking problem, and I
am alright for now. Demarest's people have been most helpful and
generous, especially their Administrative Officer, Drucie. I am
using one of their offices for this special project, and keeping
a low profile so as not to get in their way. It is a good
arrangement and I thank you for your assistance with it.

Attached is a draft of work I intend to do with the office in HHS
and some staff here interested in health care. It is patterned
after our experience with outreach and coalition building during
consideration of the clean air proposals and is intended to be
used by anyone wanting to coordinate with the private sector. 1If
you wish, I will get you a copy of the final document.

On the HHS matter, mentioned in my last note, I think things will
work out. Dr. Young is amenable to the above project and is
happy to have me work here in the EOP. However, at OSTP someone
is telling callers that I am at HHS. This is a nuisance and has
caused some confusion with my telephone calls. I will try to
clear it up by suggesting they just take messages and not
elaborate if they get any calls for me.

Again, thank you for all your help. I know you are busy, but I
was wondering if I could stop by at some point for a few minutes
of your time.

Best regards.

Very truly yours,

en Yé%e



PRIVATE SECTOR HEALTH CARE CONCERNS

Background

On November 8, 1991 at a press conference President Bush stated
that "before the election next year we will [announce a health
care reform plan]...But I would like to have a comprehensive
health care plan that I can vigorously take to the American
people."1

This statement was made after nearly two years of increasing
interest in health care both in the public and private sectors.
Congress has increased its rhetoric, there is now a multitude of
widely varying legislation, dozens of competing proposals from
different interest groups, and U.S. health expenditures that are
anticipated to have reached over 12 percent of the Gross National
Product in the year 1990, that is around $666 billion.? Yet, the
statement of the President implies a very important step in the
political process -- acceptance by the industries, institutions
and people who will be affected by any proposed change and who
will, in the end, vote for or against it.

The interest in health care reform was also heightened by the
perception that it played a significant role in the "off-year"
election of a U.S. Senator from Pennsylvania. Indeed, Senator
Dole, Republican Leader in the U.S. Senate, predicted early in
1991 that "health care would be the number one issue of the 1992
Presidential race."?

In a speech on November 13, 1991, the President also indicated
that "there are 60 programs that have been put out [and] the
price tag on some of these is enormous."* Moreover, there is no
consensus about what should be done. Bill Roper, Director of the
Center for Disease Control and former White House health advisor
to President Bush, has noted that any move towards real reform
will require a national dialogue among all parties at interest.
Furthermore, he has said that any solution will require serious
"trade-offs" by the parties with an interest in the issue. The

' Source: A compilation entitled "Presidential Quotes on the

Domestic Agenda", page 6, published by the White House Office of
Cabinet Affairs, December 2, 1991.

2 Source: Press release by the Department of Health and
Human Services, dated October 2, 1991.

> R.A. zaldivar and Gregory Spears, "President to Offer
Health-Care Plan," The Philadelphia Inquirer, November 9, 1991.

* source: A compilation entitled "Presidential Quotes on the

Domestic Agenda", page 6, published by the White House Office of
Cabinet Affairs, December 2, 1991.



major parties include the payers (business and insurance
companies)g the providers of health care services, and the
consumers.

Interest Groups

Because of the magnitude of the issue, the number of parties
affected, the wide variety of well thought out proposals, and the
potential for an Administration proposal in 1992, it is crucial
that there exist some basic understanding of the various
constituencies and interest groups who may voice an interest in
the issue. This will assist not only in trying to take into
consideration their concerns, but also to be in a position to
rebut their criticism should it be unwarranted or misplaced. 1In
addition, if there is any real action taken on the Hill, it will
be even more important to bring the interest groups into the
process, attempt to address their concerns, and give them some
ownership of the outcome. 1In this fashion the Administration
will not only get agreement with health care constituencies, but
it can also reflect their true needs and interests.

To bring the constituent groups into the process it will first be
necessary to identify the groups and determine if they already
have staked out a position. The constituents can be divided into
several groups:

1. Business,

2. Consumer advocate organizations,

3. Health care insurers and financiers,

4. Health care providers and practitioners.

5. Labor,

6. State and local governments,

7. Others.

There are well developed positions among some members of each
group. They are of differing quality and consensus. However,
most of the proposals shed a great deal of light on the interests

of their constituents. 1In some cases the constituen}s have
already implemented a health care reform initiative.

. Speech by WIlliam Roper, February 1990 before a health

care organization.

® Bureau of National Affairs, "States Experiments with
Expanding Health Care May Serve as National Model," BNA Daily
Report for Executives, page C-1, December 3, 1991.




Proposal

This is a proposal to develop a set of background materials on
the different positions of each interest group. Initial research
would focus on determining whether there already exists a
publicly available compilation of such organizations.

When the compilation is nearing completion a second step would be
to briefly analyze and categorize the varying proposals. This
will assist in making a more manageable number of alternatives
and could also be used to forge coalitions or consensus from
among the many different proposals.

Time frame

It is anticipated that initial research and compilation will take
about one month and one full time person. Additional clerical
and professional staff needs can be assessed after the initial
research phase.



