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October 24, 1991

|
Mr. Tom Brown, Publisher
The Concord Monitor

P.0. Box 1177
Concord, New Hampshire 03302-1177

1

1

. |

Dear Tom: |
!

After readlng Lisa Braiterman’s October 19 editorial entitled
"Benefits For Jobless Would Spur Economy--Zellff Is Off Base"™ I once
again feel compelled to respond. I am certain that The Monitor and I
disagree on whag will get New Hampshire’s and America’s economy moving
again. On that Point, I believe we can agree to disagree.

However, I:do take issue with several of the points in the
editorial, becaqSe they do not fully present my position on the ‘issue.
Contrary to the statement in the editorial, I do realize that
unemployment ‘insurance programs work. As I stated in my response, "I
am prepared to vote for any package, at any time, that is funded
through budget cuts or other means that do not increase the budget
deficit." Votlng ‘for a program that further increases the budget
deficit and breaks the 1990 Budget Agreement helps no one. My position
is clear: a temporary, funded unemployment benefits package, combined
with pro-growth economlc measures, will help everyone.

l

Further, I d1d not claim that lack of investment was the cause of
New Hampshlre s reces51on. My response said the following: "Lack of
investment is a key element of the economic downturn." "A key element"
does not translates into "the cause". Yet I agree with The Monitor that
part of the problem is and was excessive investment in speculative
commercial and re51dent1a1 real estate, financed by banks.

Finally, thL "6 billion surplus in the unemployment fund" is non-
existent. There}are 10 funds like the unemployment benefits fund that
total $100 billion--funds used to offset the deficit. That means our
deficit is really $480 billion instead of $380 billion.

Those numbers are unacceptable. I want to help the unemployed,
small business, and the local New Hampshire economy. My support of a
well-rounded economlc program of a temporary, funded unemployment
“benefits package and pro-growth economic initiatives will do just that.



Thank you for this opportunity to communicate my views, and I look
forward to hearing from you soon.

Sincerely,

William H. Zeliff, Jr.
Member of Congress
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RESPON$E TO CONCORD MONITOR "OUT OF TOUCH" EDITORIAL
‘ October 8, 1991

| ,
There are reasons not detailed in your recent October 3 editorial,

!

"out of Touch", for my no vote on extending unemployment benefits.

Employers in Ne@ Hampshire’s economy are in a fiscal crisis. Many have

j

~laid off workers and cut budgets to the bone. Asking them to

I

contribute more money to unemployment benefits through a permanent
extension of beﬁéfits perpetuates the vicious cycle of a stagnant
economy. The 1%5t thing New Hampshire’s economy needs is more burdens
on business tha% will cause more layoffs, and an even higher rate of
unemployment. fhe answer to our current crisis is a temporary, fully-
funded unemployﬂent benefifs package.

The people;of New Hampshire can get through the present situation
with a package %uch as that proposed by Sen. Robert Dole (R-KS). It
provides extend%d benefits that are fully funded, thus not adding to
the deficit. Iﬁam prepared to vote for any package, at any time, that

1 :
is funded through budget cuts or other means that do not increase the

budget deficit.; It is just such a solution that will end the hardship
of the unemploy;d, and allow sustained economic growth to help solve
the longer-termjproblem of increasing the number of good, high-paying
jébs. i

| |
Congress hﬁs recognizéd these larger problems of our economy only

after they have had a devastating effect. As the Monitor example

|
points out, even if proposed extended unemployment benefits did pass,



nearly 6,000 Neﬁ Hampshire families whose benefits ran out last year
would not be aided. If weekly payments to eligible families would

merely be $34 to $179, there is clearly a better way to make a
1

difference for New Hampshire residents suffering in the recession.

|
I agree with the Monitor that one of the ways to make a

difference in tﬂe economy is to cut the tax rate on capital gaihs. But

that is not my qnly response to the problem, even though it is the

only one mentioqed in the Monitor. I support economic growth, and have
proposed legisl&tion to encourage it. My Economic Resurgence and Jobs
for America ActJ cosponsored by 50 of my House colleagues, restores an

investment tax dredit for businesses, reduces the tax rate on capital

gains to 15 percent, and encourages capital investment by small

businesses.

1

Lack of investment is a key element of the economic downturn.
| L

Through tax credits and a capital gains reduction, businesses and

[} . [ . ‘ 3 . L3 3 13 13
individuals w11y invest money 1in expansion, create jobs internally, and

infuse capital ﬂnto our economy, stimulating fiscal activity and
|

creating thousaﬂds of jobs.

.
1
|

|
|
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HR 2359

Economic Resurgence and Jobs for America Act

Steve Gunderson
Bob McEwen
James Inhofe
Don Ritter

Tom DeLay

Wayne Gilchrest
-John Kyl

Bob Dornan

Dick Zimmer
Gerry Solomon
Scott Klug

Mel Hancock

Vin Weber

Craig Thomas
Gary Franks
Cass Ballenger
Charles Taylor
Jim Saxton

Dave Hobson
Fred Upton

Carl Pursell
Dick Nichols
Duke Cunningham
Duncan Hunter
Guy Vander Jagt
Ben Gilman

Cosponsors

BN
Ron Machtley
John Boehner
Bill Brewster
Bill Barrett
Jim Ramstad
William Dannemeyer
John Kasich
Dennis Hastert
John Doolittle
Christopher Cox
Bob Walker
Dana Rohrbacher
Dave Camp
Phil Crane
Dan Burton
Wally Herger
Cliff Stearns
Porter Goss
Henry Hyde
Bill Paxon

.Frank Riggs

Wayne Allard
Jerry Lewis
Dick Armey
Newt Gingrich
Tom Campbell
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FOILLIAN H. ZELIFF, IR,

rlsr DisTRICT, NEW HAMPSHIRE
512 CANNON HousE OFFICE BUILDING

WAaSHINGTON, DC 20515
(202) 226-5456

{202) 225-4370 (FAX) COMMITTEE ON
DISTRICT OFFICES: GOVERNMENT OPERATIONS
SUBCOMMITTEES:
C

340 COMMERCIAL STREET c AND AFFAIRS
MANCHESTER, NH 03101 - HUMAN AND I AL AFFAIRS
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(603) 433-1848 (FAX) ENVIRONMENT AND EMPLOYMENT

o e oL b e Washington, DE 20515

CO-CHAIRMAN, REPUBLICAN TASX FORCE ON
Tax PoLicy AND JoB CREATION

THE TIME HAS COME TO STIMULATE THE ECONOMY

If you believe that we can end the current recession with unemployment
checks and federal spending programs, read no further.

IF YOU BELIEVE THAT:

"We have too low an investment rate in the United States. We are not
equipping our workers with new capital and new technology at a rapid
enough rate to enhance productivity...There is a complementary
relationship between technological innovation and capital formation...
We cannot take long term capital formation for granted." Michael
Boskin.,Chairman, President’s Council of Economic Advisors.

"The Tax Reform Act of 1986 provision eliminating the capital gains
tax differential has contributed significantly to the sharp decline of
the real estate industry since 1987. Housing starts are at record low
levels and real estate values have plummeted...The increase in the
capital gains rate has contributed, at least in part, to the current
recession...HR 2359 is a most viable and a most needed pro-housing
legislative initiative." Roger Bannister, Senior Staff Vice President,
National Association of Home Builders.

HR 2359, the Economic Resurgence and Jobs for America Act would spur
investment and job creation by restoring an investment tax credit and
lowering the tax rate on capital gains income...Our present tax code is
heavily tilted against savings and investment. Legislation reducing
that bias certainly would strengthen the economy." Edwin J. Feulner,
Jr., President, The Heritage Foundation.

"I don’t believe Congress realizes how deep this real estate debacle is
becoming and the effect it is having on all segments of the economy...
The only realistic option is to let the market forces work in a natural
fashion by making real estate more attractive...Relief in the capital
gains tax area would be a significant step in assisting any recovery.
We must create some incentives to reward those who take risks." Karl
Norwood., The Norwood Group.

"We recognize that restoring the investment credit can play an
important part in ending the recession...We believe that enactment of
HR 2359 would make a valuable contribution toward solving many of the
problems currently existing in the real estate market." Stephen D.
Dreisler,. Senior Vice President and Chief Lobbyist, National

- -- Assoeciatien-of Realtors. — -~ - - - - - S -

IF YOU AGREE THAT WE NEED A GROWTH COMPONENT TO STIMULATE THE ECONOMY
AND GET AMERICA BACK TO WORK AGAIN, CONSIDER JOINING THE DISTINGUISHED
LIST OF CO-SPONSORS OF HR 2359, THE ECONOMIC RESURGENCE AND JOBS FOR
AMERICA ACT(listed on the back). IT RESTORES A 5% INVESTMENT TAX CREDIT
AND ALSO REDUCES THE TAX ON CAPITAL GAINS TO 15%.

I am inviting you to join our growing team, who believe that the way
to creaFe good high paying jobs is to stimulate the economy through
growth incentives. If you would like to co-sponsor or need additional
information call me or Marshall Cobleigh of my staff at 225-5456.

Sincerely,

-

]

iam H. Zeliff,
Member of Congress
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BRIEF TITLE....... Economic Resurgence and Jobs for America Act

SPONSOR.¢.eccceceoo Zeliff

DATE INTRODUCED... May 15, 1991

HOUSE COMMITTEE... Ways and Means

OFFICIAL TITLE.... A bill to amend the Internal Revenue Code of

1986 to
reinstate a S-percent investment tax credit and

to
reduce capital gains taxes.

CO-SPONSORS..«.... 40 CURRENT COSPONSORS
May 15, 91 Referred to House Committee on Ways and Means.

COS CO-SPONSORS....... 40 CURRENT COSPONSORS
AS INTRODUCED..... Gunderson, McEwen, Paxon, Ritter, Riggs, Delay,

Allargd,
Gilchrest, Lewis (CA), Kyl, Dornan (CA), Zimmer,
Solomon, Klug, Hancock, Weber, Thomas (WY),

Franks (cT),
Ballenger, Taylor (NC), Saxton, Hobson, Upton,

Pursell,
Nichols, Cunningham, Hunter, Vander Jagt,
Gilman,
Machtley, Boehner, Brewster, Barrett, Ramstad,
(ca) Dannemeyer, Kasich, Hastert, Doolittle, Cox
’

Walker.
BD BILL DIGEST....... May 15, 91. Economic Resurgence and Jobs for

America Act - Title I: Investment Tax Credit - Amends the
PRESS RETURN TO CONTINUE OR ENTER A REQUEST.

Internal Revenue Code to reinstate a five-percent investment tax
credit for property placed in service after December 31, 1991.

Repeals provisions of the Revenue Reconciliation Act of 1990
concerning the elimination of expired or obsolete investment tax
credit provisions.

Title II: Capital Gains Tax Reduction - Amends the Internal
Revenue Code to reduce the individual and corporate capital gains
rate from 34 percent to 15 percent. Reduces such tax to 7.5 percent
for low- and middle~income taxpayers.

Provides for the phaseout of personal exemptions and the
overall limitation on itemized deductions to tdke into account
adjusted gross income which has been reduced by net capital gain.

Requires indexing, based on the gross national product

deflator,- of the adjusted basis.of certain assets (corporate stock

and tangible property that is a Ehpital asset of property used in a
trade or business) that have been held for more than one year at

the time of sale or other transfer, solely for the purpose of
determining gain or loss.



Investment Tax Credit Hearing

Republican Task Force on Tax Policy and Job Creation
Monday October 28, 1991
Room 2253 Rayburn House Office Building
2Pm

* Presiding

1st Panel ;
*Congressman Bill Zeliff
*Congressman Dick Armey
Sen Robert Kasten

2nd Panel .
*Donald Alexander, Former Commissioner of Internal Revenue

*Robert B. Hill, Associate Director of Taxation,
Chemical Manufacturers Association

3rd Panel .
*Benson Goldstein, Manager of Tax Policy,
U.S. Chamber of Commerce

*John Cregan, President, »
U.S. Business and Industrial Council

*Mark Bloomfield, President,
American Council. for Capital Formation

* Confirmed Speaker
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To amend the Internal Revenue Code of 1986 to reinstate a 5-percent "

Mr

. mvestment tax credit and to reduce capital gains taxes.

JIN TH‘EFHOUS'E‘ OF REPRESENTATIVES

MAY 15,.1991
ZELIFF (for himself, Mr GUNDERSON Mr. MCEWEN, Mr. Paxon, Mr

-;;RITTER Mr: s RIGGS Mr. DELAY; Mr ALLARD;Mr. GILCHREST, Mr.

LEWIS of- Cahforma Mr. Ky, Mr. DORNAN of Cahforma. Mr. ZIMMER
Mr. SOLOMON, Mr. KLUG, Mr HANCOCK, Mr.- WEBER, Mr. THOMAS of

- Wyoming, Mr. FRANKS of Connecticut, Mr. BALLENGER of North Caroli-

- nay Mr. TAYLOR, Mr. SAXTON, .Mr. HOBSON ‘Mr. UPTON,: Mr. PURSELL,

Mr NICHOLS Mr. CUNNINGHAM Mr. HUNTER ‘Mr. VANDER Jaer, Mr.

-~ GILMAN, Mr. MAGHTLEY; Mr. BOEHNER Mr; BREWSTER ‘Mr. BARRETT

Mr. RAMSTAD Mr. DANNEMEYER Mr. KASICH, Mr. HASTERT Mr. Doo-

. LITTLE, Mr. COX of Cahforma. and- M. WALKER) mtroduced the .follow-

o 3
‘a 5-percent 1nvestment tax credlt and to reduce cap1tal

1

2
3
4

5 :

ing bill; whlch was referred to the Commlttee on Ways a.nd Means

(,.z‘

A BILL

amend the Internal Revenue Code of 1986 to remstate-

gams taxes.:

¥ 't/

“Bevit énacted- by the Senate and House of Representaﬁ
t'wes of the Umted States of Amemca in Cong'ress assembled ‘
SECTION 1, SHORT TITLE AMENDMENT OF 1986 CODE |
(a) SI-IORT TITLE ——ThlS Act may be clted as the»'

“Econormc Resurgence and J obs for Amerlca Act”.
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(b) AMENDMENT OF 1986 CODE —Except as other-

wise expressly prov1ded Whenever m th1s Act an amend—

‘ment or repeal is expressed in terms_ of an amendment

to, or repeal of, a séctien or other proﬁsicn ‘the reference
shall be considered to be made to a sectlon or other provi-
sion of the Internal Revenue Code of 1986
- TITLE I—INVESTMENT TAX
CREDIT

:,SEC 101. REINSTATEMENT OF 5- PERCENT INVESTMENT
0 . |
1
12

TAX CREDIT
(a) In GENERAL —Subpart E of part IV of subchap-
ter A of chapter 1 (relatlng to rules for computlng credlt _

for 1nvestment in certa1n deprec1able property), as amend-

ed by subsectlon (b)(2), 1s amended by addmg at the end

the following new section:

-“SEC. 50. 5- PERCENT REGULAR INVESTMENT CREDIT.

“W1th respect to any property placed in service after

December 31 1991—0., ,

“(1) section 49 shall not apply, and
.,“_(2‘) the regql_ar percentage for, purposes of this
..s"ubpart_ghall be_5; percent.” L
' (b) CONFORMING. AMENDMENTS.— .
. (1) The table of ’sectionsnfo'r such. eubpart E is
amended. by addmg at the enéd,the following new

item: _
“Sec. 50. 5-percent regular investment credit.”

© <HR 2369 IH
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'- (2).'Setion 11813 of the -Revenue - Reconcilia-
tion Act of 1990 (Public Law 101-508) is hereby r6-
 pealed, and the Intefnal Revenue Code of 1986 shall
be applied and administered- as'if such section (ahd
the amendments made by such sectlon) had never

- been enacted

TITLE II—CAPITAL GAINS TAX
~“REDUCTION |

"$EC. 201, REDUCTION IN INDIVIDUAL CAPBITAL GAINS

(a) GENERAL RULE.—Subséctior (h) 'o‘f‘section i (re-

latlng to ‘maximum capltal gains rate) 1s amended to read

-"as follows:

“(h) MAXIMUM CAPITAL GAINS RATE.~—If a taxpayer

" has a net cap1ta1 gam for- any taxable year, then the tax

1mposed by this sectlon shall not exceed the sum- of— AR
| “(1) a tax computed at -the rates and in the
. same manner as if this subsectlon had not been en-
acted on the ‘taxablé ineome reduced by the net cap- :
1ta1 gam, plus- o
“(2) a tax equal to the sum of—
”f""“"(A)"; ,7.'5: percent of s0 'inu'ch of the net
- capital gain as does not exceed—
““(i) the maximu_mjlamount of taxable

income to which the 15-percent rate -ap-

oHR 2359 IH
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plies under the table applicable to the tax-

payer, reduced by
“(ii) the taxable income to which
paragraph (1) applies, plus
k‘(B) 15 percent of the net eapital gain in
excess of the net capital gain to which subpara-
graph (A) applies.” .

(b) PHASE-OUT OF PERSONAL EXEMPTIONS AND
LIMITATION ON DEDUCTION OF ITEMIZED DEDUCTIONS
NoT 10 RESULT FROM NET CAPITAL GAIN.—

(1)(A) Subpéragraphs (A) -and (B) ‘of section
1561(d)(3) (relating to phaseout of exemption
amount) are each amended by inserting ‘“modified”
before “adjusted gross income”.

(B) Paragraph.(3) of section 151(d) of such
Code is. amended by rédesignat_iﬂg subparagraphs
(D) and (E) as subparagraphs (E) and (F), respec-
. tively, and by inserting after subparagraph (C) the

following new subparagraph:

“(D) MODIFIED ADJUST,Ei) GROSS IN-
COME.—For purposes of this .paragraph, the
term ‘modified adjusted gross income’ means
adjusted gross income ,reauegd by net capital

2

gain.

*HR 2359 IH
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'(2) Subséction (a) of section 68 (rélating to

= overall limitation on-itemized: deduictions) is amend-

ed by msertmg “(reduced by net capltal gam)” after

| ad,]usted gross income”

T (e) TECHNICAL AMENDMENTS.—

- (1) Paragraph (1) of section' 170(e) is' amended

by strikinig “the ;a-mount_ of gain’’ in ‘the materlal fol-

lowing sﬁbparagraph (B)(ii) and: -inserting “‘13/28

I -‘(19/34 in the-ease of a corporatlon) of the amount

of.' gam

(2)(A) The -second ‘»'s;er'rtenee- ‘of‘_ ‘section

| 7518(£)(6)(A) i amended by striking “28 percent

' (34 pereent in the case of a eorporatlon) and in-

. serting “15 percent”.

~(BY The second """sent'eheéf of section . -
607(h)(6)(A) of the Merchant Marine Act, 1936, s
amended by striking “28 percent (34 percent in the

'~ case of a corporation)” and inserting ““15 percent”,

SEC.

202. REDUCTION IN CORPORATE CAPITAL GAINS

. RATE.:'

- (a) GENERAL RULE.—Section 1201 (relating to al- .

ternative tax for corporatlons) is amended by strlklng sub-

section (a) and inserting the following:

“.(a) GENERAL RULE.—If for any taxable year a cor-

25 ‘poration has -a et capital gain, then, in lieu of the tax

!

sHR 2359 TH
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imposed by section 11, 511, or. 831(a) (Whichever applies),

there is hereby imposed a. tax (if such tax is less than

‘the tax imposed by such section) which: shall consist of

the sum of—

“(1) a tax computed on-the taxable income re-
duc,e(.i by the net éapital- gain, at the same rates and
in the same manher,;gs‘,if this subsection had not
been enacted, plus, : _

“2).a tax of. 15 percent of th‘e._, -nét capital
gain.” |
(b) TECHNICAL AMENDMENTS —

' (1) Clause (111) of section. 852(b)(3)(D) is
amended ‘by striking “66 percent” and inserting “85
pei'cent”. T | SR ,

- (2) _,Rar_agrapihs (1) and. (2) of:section 1445(e)
aré'— each: amended- by striking ‘34" percent” and in-
serting “A15 pereent’. A -

SEC. 203. REDUCTION OF MINIMUM TAX RATE ON CAPITAL
GAINS. . | | ,

Subparag'raph. (A) of section 55(b)(1) (relating to
tentative minimum tax)-is amended to-read as follows:
H(A) the sum of—A S

“(i): 15.percent. of the lesser of—.

: “(I) the. net capital gain (deter-

mined Wifh;-the adjustments provided

*HR 2359 IH
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' in this, part and (to_ the extent apphi-
_ cable) . the hmltatlons _of sections
. 1()(2) and 1201(b)), or, |

“(II) 0 much of the alternatlve

. ,mlmmum taxable mcome for the tax-

.. able year -as exceeds the exemptlon

AR

“(n) 20 percent (24 percent in the'

case of a taxpayer _.other,.than a eorpora-
" tion) of the amount (1f an‘y):by which the * -
~excess referred to in clanse (1(ID) excoeds

the net capital gajn (as’so determined), re-
L. dwedbyh -
SEC. 2041 INDEXING OF CERTAIN. ASSETS FOR PURPOSE_S

. OF DETERMINING GAIN OR LOSS

(a) IN GENERAL. —Part II Jof Subchapter 0O of chap-

ter 1 (relatlng to basis rules of. general application) 1S

section

..amended by inserting after section 1021 the following new

“SEC, 1022, INDEXING OF CERTAIN ASSETS FOR PURPOSES
| o OF DETERMINING GAIN OR LOSS |

“(a) GENERAL RULE.— e

| “(1) INDEXED ' BASIS SUBSTITUTED FOR AD-

JUSTED . BASIS.—Ezxeept as provided in paragraph

(2), if an indexed asset which has been held for

HR 2359 TH
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”more than 1- year is sold or otherw1se disposed of
~ for purposes of this title ‘the indexed basis of the
_- asset ‘shall’ be substltuted for its adjusted basis.
o “(2) EXCEPTION FOR DEPRECIATION, ETC.—
The deductlon for deprematlon depletion, and amor-
‘ tlzatlon shall be determined without regard to the
apphcat1on of paragraph (1) to the taxpayer or any
? other person 4
" (b) INDEXED ASSET— -

1) In GENERAL.—For purposes of this sec-

" tion, thé term ‘irideked'asset’ nieans—

RN stock in & corporatlon and
“(B) tanglble property (or any mterest
‘therein), Wthh is a capital ‘asset” of property
o ﬁﬁed’ 'i.ni'the":trade or business (as deﬁned in see-
“tion 1231(b)). s |
“2) ‘CERTA'Iﬁ‘ PROPERTY EXCLUDED.—For
purposes’ 'of-t,_hhis: section, the term -‘indexed asset’
does not include— . -
" (A) 'CR;E'r)Iﬁ;OR’HS INTEREST.—Any iriterest
i .'pr":Operty’Wih'ich' is“in the nature of a credi-
tor’s interest | -
“(B) OPTIONS.—Any optlon or other mght

1o aoqulre an 1nterest in property -

sHR 2359 TH
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: “(C) NET LEASE PROPERTY.—In the case =~
of-a lessor net lease property (WIthIn the mean—'
‘ ing of subsectlon (h)(l)) E
~4(D). CERTAIN PREFERRED STOCK —Stock
WhIch is fixed and preferred as to dIVIdends and
* -does not partlclpate In.corpor,ate growth to any
: 4s1gmﬁcant extent. ' | c AN
B ) STOCK N CERTAIN CORPORATIONS —
E -Stock in— ~ . T
“(1) an S corporatIOn (W1thIn the
meamng of sectlon 1361),
s _-“(11)' a personal ~holdIng company (as
defined insection 542), and o
: “(111) a forelgn corporatlon -
“(3) EXCEPTION FOR STOGK IN FOREIGN COR—
| .PORATION WHICH IS REGULARLY TRADED ON NA
TIONAL OR: REGIONAL EXCHANGE —Clause (i) of‘
- paragraph (2)(E) shall not apply to stock in a for-
'eIgn corporatlon the stock of WhIch is hsted on the
New York Stock Exchange the Amerlcan Stock Ex-
change or any domestlc reg10na1 exchange for which
:.quotatlons are pubhshed on. a regular Dasis other
than— o . :
d “(A) stock of a foreign Investment compa-_“ |

-_ ny (WIthIn the meanIng of sectlon 1246(b)), and

. HR 2359 TH—2
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17

18

19
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24

sectlon—

.10 _ _ -

. “(B) stock in a: foreign 'corporation held by

a Umted States person WhO meets the require-
ments of sectlon 1248(a)(2)

“(c) INDEXED BASIS —For - - purposes of this

1) INDEXED BASrS;—'The indexed basis for
any a‘sset: js—- o | |
‘ “(A) the: adJusted bas1s of the- asset multl- N
plied by .
“(~B)r~the applicable inflation ratio.

“(2) APPLICABLE INFLATION RATIO.—The ap-

~ plicable inflation ratio for any asset is the percent-

age arrived atby dividing=— -
" “(A) the gross national product deflator
for ‘the. calendar quarter in -which the - dlSpOSl- '
tion takes place, by = |
“(B) the 'gross national p_r'-.oduct deﬂator
for the ealendar quarter in which the asset was
" aequired by the taxpayer (or if later the caierf-
dar quarter endmg December-31, 1991)

- The. apphcable mﬂatlon ratio shall not be taken into

account unless it is. greater than 1 The applicable-

1nﬂat1_on ratio for any asset shall be rounded to the

. - nearest one-tenth of 1.percent.

*HR 2359 IH
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“(3) GROSS NATIONAL PRODUCT DEFLATOR—
The gross nat10nal product deﬂator for any calendar
quarter is the ;1mphc1~ti ._prlce deflator f_or___lithe gross
nationaI,. productf.. for such 'quarter (as _shovyn in the *'
1st revision thereof). - B | : |

“(4) SECRETARY Tc* R’UBLISIT “TABLES.—The
Secretary shall pubhsh tables spec1fymg the apphca-

. ,ble mﬂatlon ratios. for each calendar quarter

section—-

e “(1) TREATMENT AS SEPARATE ASSET ‘In the
' case of any asset the followmg sha]l be treated as -
. a separate asset

.‘ “-“(‘A):"-a- substantial iinprbvement to proper-- ‘

15 ty, - \
16 - . "_"(]‘3)"' inj‘the;caSe of ‘s't_o"ck cf}a,corporatiOn,g ‘

TS
o200
/T
23
M
s

i a subStantial contribution toi capitaI 'and-

S S “(C) any other portlon of an- asset to -the

o extent that separate treatment of such portlon
' ;1s approprlate to carry out the purpcses of this |
7 section. - i ' ‘
“(2) ASSETS WI-IICH ARE NOT INDEXED ASSETS
'ff':,.THROUGHOUT HOLDING PERIOD =
S “(A) IN GENERAL —The. apphcable 1nﬂa- :

tlon ratlo shall be approprlately reduced for cal-“ |

~ oHR 2359 TH 5
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endar months at any time during which the
- asset'was not an indexed.a;sset.

“(B) CERTAIN SHORT SALES.—For pur-
poses of applying subparagraph (A), an asset
shall be treated as not an indexed asset for any
short sale period during which the taxpayer or
the taxpayer’s ‘spouse sells ‘short property sub-
stantia]ly identical to the asset. For purposes of
the preceding Séntence, the short sale period be-'
gins on the day after the substantially identical

| property is sold and ends on the closing date
for the sale. - | A

“(3) TREATMENT OF CERTAIN . DISTRIBU-

TIONS:—A distribution with ‘respect to stock in a

corporation which is not a dividend shall be treated

-as a dispeosition..

“(4)  SECTION CANNOT INCREASE ORDINARY

108s.—To the exté1_1t that (but for this paragraph)

.this section would create or increase a net ordinary

loss to which. section 1231(a)(2) applies or an ordi-
nary loss to which any other provision of this title
applies, such provision shall not apply. The taxpayer

shall be treated as ha.w}ing a long-term capital loss in

. an amount equal to-the amount of the ordinary loss |

‘to which the preceding sentence applies.

+HR 2359 TH .
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(5)- ACQUISITION 'DATE' WHERE THERE HAS

“BEEN' ‘PRIOR ' APPLICATION OF ‘SUBSECTION (a)(1). -

WITH RESPECT TO “THE 'TAXPAYER.—If there lhias

-been : a prior appl1cat1on of subsect1on (a)(l) to-an -
- dsset Wh1le such asset; was’ held by the taxpayer the
.+ t.date of acqulsmon of such asset by the taxpayer
- shall -be treated as not earher than the date of the

most recent such pr1or apphcat1on A
() COL‘LAPSIBLE CORPORATIONS.—The appli-

cat1on of séetion 341(a) (relatmg to collaps1ble cor-

'porat1ons) shall be determlned Wlthout regard to this -
sectlon ' " |

L “(e) CERTAIN CONDUIT ENTITIES —

‘ “(1) REGULATED ‘INVESTMENT COMPANrEs

. REAL"ESTATE' INVESTMENT ’-I‘RUS-TS; ’COMMON TRUST

FUNDS— L

VY IN GEnE“I{AL‘?—Stoék in" a qualiﬁed
-=-f-~f‘1nvestment ent1ty shall be an: 1ndexed asset for-
" any calendar month in the same ratio as. the
. fair market value of the assets held by such en- )
tity at’ the close ‘of such month Whlch are in-
- dexed - assets bears to the* fa1r market value ‘of
~a’llr-=assets- ‘of such ent‘ityi at the. close of such

- month.

*HR 2359 TH
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.. {(B) Ratro oF 90 PERQENT OR MORE.—If

- ithe ratio for any calendar month determined

under - subparagraph (A) would “(but for this

- subparagraph), .be 90- :perceﬂt or more, such

ratio for.such mont_h '_shz_;_ll: be. 100 percent.

“(C) RATIO OF 10 PERCENT OR.'LESS.—If

~the ratio..for. ainy, calendar. month , determined
under subparagraph. _(A)”-_-WO‘llld (but for this
“subparagraph) be 10 percéﬁt or-less, such ratio

: 'fo»r%such month,jgh;all_ be zero.

. (D) VALUATION OF ‘ASSETS IN CASE OF
L . - y ) . .
REAL ESTATE INVESTMENT TRUSTS.—Nothing

in this paragraph shall require.a real estate in-

- vestment trust to value its assets more fre-

quently. ~t_}_’,la,x_r;n;once each. 36 months (except

_w’hefe such trust ceases to .exist). .The ratio
“under. . subparggraﬁ)hv, “(A). for any- calendar
-month for Whlch there is.no valuation shall be
, th(‘::”.trustee’_s g{ood: -L-fai_th judgment "as to such

~valuation, ..: - -

', “(B) QUALIFIED, INVESTMENT ENTITY.—

.. For. purposes - of this paragraph, the term

. ‘qualified: investment entifcy?' means—

“(i) a regulated investment company

(within the meaning of section 851),

HR 2359 IH
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= “(11) a rea.l estate mvestment trust_

(W1th1n the meanmg of section. 856) and- -
B} . A (iiE) -2 common trust fund (Wlthm the

. meaning of sectlon 584)
“(2) PARTNERSHIPS —In the case of a partner- o

ship, the adJustment made under. subsection (a) at

- . the partnerSlﬁpleyie}l ‘shall ‘be:passed through to the -

"‘(3) SUBCHAPTER S - CORPORATIONS,—In the’
case of an: elec_tlng{v‘small--,bus1ne,ss-_.._eo_rporatlon, the

adjustment under Suhseetion (a) at the, corporate

L ,leye_lésha,_ll be; _pessed.;through- to the sharehoiders.~ ;

“(f) DISP;OS.I"I;‘I.QNSFB'E;.It“WEEN,»RELATED PERSONS.—
41N, GENERAL —This section shall ‘n‘ot'app1y!‘

" to any sale or other d1spOS1t1on of property between.

. »related persons - except to: the extent that the bas1s '

. of, suoh property, in the. hands. of' the transferee 1S a
subs_,tlmted. basis, - | | |
.“(2)=~RELATE1$ i;ERSONS bEFINED —TFor pur‘A
y poses of th1s sectlon the term - ‘related persons |
means— _
- “(A) persons " bearing " a relatlonshlp set
forth in sectlon 267 (b),.and, . |
By persons treated: as- smgle employer

under subsectlon (b) or. (e) of. sect1on 414
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“(g) TRANSFERS TO INCREASE INDEXING ADJUST-
MENT OR DEPRECLATION ALLOWANCE.—If any person
transfers cash, debt, or any other property to another per-
son and the prinecipal purpose of such transfer is—

“(1) to secure or increase an adjustment under
subsection (a), or

“(2) to increase (by reason of an adjustment

under subsection (a)) a deduction for depreciation,

O X NN O bR W

depletion, or amortization,
10 the Secretary may disallow part or all of such adjustment
11 or increase.

12 “(h) DEFINITIONS.—For purposes of this section—

13 “(1) NET LEASE PROPERTY DEFINED.—The
14  term ‘net lease property’ means leased real property
15 where— _

16 : “(A) the term of the lease (taking into ac-
17 count options to renew) was 50 percent or more
18 of the useful life of the property, and

19 - “(B) for the period of the lease, the sum
20 - of the deductions with respect to such property
21 which are allowable to the lessor solely by rea-
22 son of section 162 (other than rents and reim-
23 bursed amounts with respeet to such property)
24 ~ 1s 15 percent or less of the rental income pro-
25 ~ duced by such property.

*HR 2359 IH
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;1‘3;A.'>-TERMINING EARNINGS AND PROFITS —Subsectlon (f) of

14
15

16" ar
17

17
. “(2) STOCK INCLUDES INTEREST IN COMMON
TRUST FUND. —The term ‘stock in a corporation’ in-
cludes. any interest m a. common trust fund (as de-
| ﬁned in sectlon 584(&)) o
ff(l) REGUIJATIONS.f—vThe Secretary shall. preseribe
such regulations as rna,y:‘be ﬁecessary or 'appropriatte to
carry out'the purposes of thls section.” “
(b) CLERICAL AMENDMENT =—The: table of sections
for part II of subchapter O of such chapter 1 is amended
by inserting after the itern relating to section 1021 the

following new item: . . . =

“Sec. 1022, Indexmg of :certain ‘assets for' purposes of determining
‘gain or loss.”

(c) ADJUSTMENT To APPLY FOR PURPOSES OF DE

seetlon 312 (relatmg to effect on earmngs and proﬁts of
galn or loss and of recelpt of tax—free d1str1but10ns) 1s

amended by addmg at the end the followmg new para—

'graph

vy ,1"(»» A

- «HR 2359 TH
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“(3) EFFECT ON HBARNINGS AND PROFITS OF
_ INDEXED BASIS.— :
' For substitution of indexed basis for adjusted

basis in the case of the disposition of certain assets
after December 31, 1991, see section 1022(a)(1).”

SEC. 205. "INDEXING. OF LIMITATION ON CAPITAL LOSSES

' ..© °  OF INDIVIDUALS.

Section 1211 (relating to limitation on capital losses)

-is amended by adding at the.end the.following new subsec-

.tion:

“(e) .- INDEXATION "OF*  LIMITATION . ON

NONCORPORATE TAXPAYERS.—

“(1) IN GENERAL.~—In the ease of any taxable -

year beginning i'n a; calendar year after 1991 the

4 ‘$3 000 and $1 500 amounts under subsect1on (b)(l)

) shall be 1ncreased by an amount equal to—
| | “(A) such dollar amount multlphed by )
“(B) the apphcable mﬂat1on adJustment
for the calendar year in Wh.lch the taxable year
begins. ‘.

L «(2) APPLICABLE INFLATION -A-DJUSTMENT.—'
For purposes of paragraph (1), the applicable infla-
tion adjustment for any calendar year is the percent-
age (if any) by which— . |

| “(A) the gross national product deflator

for the last calendar quarter of the preceding

. calendar year, exceeds

HR 2359 IH
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“(B) the gro;ss‘ national product deflator
.. for the last calendar quarter of 1990.
For purposeé of this paragraph, the term .‘gross na-
tional product deﬂa.tqr’ has the meaniﬁg given such
term by secfion 1022(0)(3_)_.”
SEC. 206, EFFECTIVE DATES. -

(a) IN GENERAL.;Except 'as provided in subsection

(b),' the é,mendm_ents mavde' by this title shall apply to sales

or exchanges occufring after December 31, 1991.

~ (b) INDEXING OF L0SS LIMITATION.—The amend-

" ment made by section 205 sl}éll apply to taxable years be- -

ginning after December 31,-1991.
0

HR 2359 IH
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F NEW’\;‘ GINGRICH 1620 LONGWORTH BUILDING

6TH DISTRICT, GEORGIA WASHINGTON, DC 20515
202-225-0197

REPUBLICAN WHIP

Congress of the United States

PHouge of Representatives
OFFICE OF THE REPUBLICAN WHIP

@ashington, BE 20515
THE CHIEF of QTACH
has seen

MEMO : October 4, 1991

TO

Nick Brady
John Sununu .«
Dick Darman
Tony Snow

FROM

Newt Gingrich

RE

Veto of S. 1722, The Emergency Unemployment
Compensation Act of 1991

As you make recommendations to President Bush for the text
of his veto message on S. 1772, The Emergency Unemployment
Compensation Act, I hope you will consider the following
suggestions.

1. Signable Legislation

The veto message should stress that the extended
unemployment benefits bills, introduced by Senate Republican
Leader Bcbk Decle (S. 1791) and House Republican Leader Bob
Michel (H.R. 3400), would be signed by the President. 1In
particular, it should be made clear that there is
legislation in Congress that the President would sign and
which would in turn provide immediate relief for those who
are without jobs. The Democratic Leadership in Congress
should be taken to task for playing political games and
using the unemployed as pawns in that game.

2. Economic Growth

It is critical that the President use his veto message to
begin the assault on the Democratic-controlled Congress for
standing in the way of serious proposals to jump start the
economy. Twice, now, I have testified before the Rules
Committee and requested that my legislation, H.R. 3130, The
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Economic Growth Act, be made in order as an amendment
to the Democrats’ unemployment reform bill. To no
one’s surprise, I was denied both times.

Further, the Democratic Leadership should be reminded that
the effort to enact a capital gains rate reduction was a
truly bipartisan effort in 1989, where 64 House Democrats
joined with all but one House Republican in supporting the
Jenkins-Archer provision.

3. Press Conference

A press conference at the White House with the President,
Bob Michel and Bob Dole within hours of the Senate’s vote to
sustain the President’s veto should be orchestrated. This
press conference should stress that the Democrats are using
this nation’s unemployed as political pawns in their battle
with the President; that the Democrats can’t be serious
about helping the unemployed if they keep sending the
President legislation they know will be vetoed; and that
there is legislation in Congress that would help the
unemployed that the President would sign.

Thank you for your consideration of these suggestions for a
strategy to handle the upcoming veto fight on S. 1722, The
Emergency Unemployment Compensation Act.

cc: Gary Andres
Jack Howard
Francis Norris
Arnie Havens
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Examples of Items F
Inventories as pf 2

Bl ankets

Flashlights

General Furpose Medium Tent
Gasoline Burn Stove

Water Can

Aluminum Folding Cot

Water Chlorination Kit
Isopraopyl Alchohol

ARoetaminophen Tablets 6@N&)
(329 milligrams)

Ipezac Syrup

Erythromycin Tablets

Caulluﬂ' C)

Meals Ready to Eat (MRE)

POz
91 0Oz :22PM *CONG KASICH

Or Humanitarian Purposws -
3 September

TO WIL-COFER PQGE.PG?

THE CHIEF of STAFF
has seen

19914

188,000 pach
137,750 esach
342 each
3,471 each
5,938 each
6,360 each

14,515 sach

3,187 containers
(5 gallons wach)

40,718 bottles
(1,000 per bottle)

11,332 bottles
(30 mililiters
par bottle)

118,348 bottles
(40 tablwts per
bottle)

~y
e

-2 million boxes x/DFJtGDX\;
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 NEWT GINGRICH
€3¢ DHTRICT, GEORGIA

REPUBLICAN WHIP

- It

1820 LonawonrtH BUlLDING
WasnnGToN, DG 205153
202-226-0187

ungtw of the Tnited States

Zonge of Representatives i
OFFICE OF THE REPUBLICAN WHIP THE CHIEF of STAFF
ashington, BE 20513 has seen

Governor John Surmrm
Newt Gingrich
September 20, 1991
everr@aiprmf-of the fact that who controls the chair matters

just read the follewing: - '

Rﬂimbytl&sgeakeroftheﬂmseontbemtiontoreowmitmemic
Growth Act.

“he Chair is prepared to rule.

'megerrl‘.lesnanfrmnlm:.s (Mr. Rostenkowski) makes a point of order
thatthemxdmetmwoposedbyﬂmemtimoffamdbythegentlmn
from Georgia (Mr. Gingrich) is not germane to the bill.

The bill, as reported, is confined to provisions relating to
unemployment. insurance and campensation within the jurisdiction of the
camittee on Ways and Means.

mmﬁmpraposedinﬂmmtimofferedbymegermmnm
Gmrglawmammm"toprwme entives for work, savings
ard investments in orxder to stimalate econcmic growth, job creation

The Chair sustains the point of order of the gentleman from Illinois."
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» Tote in excess of 2 pereent,

H 6640

Drovide the Secretary with such appronriate
aszigtance and information requested by the
Becretary as the Becretary conslders neces
Sary and appropriate to carry out the study
under this gection. i

(D) Spzerrre Mattzas To Be S1uorgn—

(1) In cENERAL—The Secretary,.in CRITY-

- Ing put the study provided for In this aec-

tion, ahall address, and repoart
gy o erows e, 2 RS 7
(A) which have resuited from
mg: m;?:hby ’flgm mlﬁ:&dy .be expectad
W] would vegso;
to result from sepegl, effective with reapiést
to taxable years ending after calendar year
1687, of the provisions relnting to' deduc-
tiona on aceount of work and the exempt
amaotint provided for under section 203 of
the Social Security Act. o
The Secretary shall meam.ggm report
She Congras in congha i g LA, t0
e co ?
ing to deductions ox nccount of work snd
the exempy smount. . :
(2) E¥PECYS TO BK INCLUDED TN SIUDY.~The
e'tfgct.s referred to in paragraph €1) shal in.
clude— .
(A) the effect on pumbery in the work-

Bt ot A o oo
(B) the sffect an purchasing
members of the workforce, expressed in eop:
stant dollarg; - T,

{C) tha effect an the working elderiy with
wage ar salary ineome at ot below ths nas.
tional average wage lovel: Cs

(D) the short-term -and lonx-m;-et‘fm
on the Pederal omz-.hﬁge and Sugivm Itxym!g-
ance Trust Fund, the Pederal Disshili .
suwrance Trust Fund, the Pederal Hospital
Inzurance Trust Fund, and the Federal Sup-
plement Trust .

(F) the effect on the nationa) economy,

(¢) Reroree~The Seerctary shall gubiniy
to each House of the Congress, nob: later
than November 1, 1987, a #inal report of the
findings of such 8 C

(1) G Rmnf-beszlﬁﬂui'y.!
8) GENERAL —~ ¢ s
this gitle re-

for any fisep] year beginning on or after Oc-
tober :mh shall be ysed ip

the amount of the personal exem
tions as provided fo seetion 412 . " p: the motion I8 eonsidered ns read.
(o) Eeowomrc Gsowrm Divmpwn—For.  'There was ne objection.
pm mﬂ%‘&h’:nmnommhmmnq © ' potwr oF ORDER
for any fiscal year if the Secretary deter, --MI. ROSTENKOWSKI. Mr, Speak-
mines that the real growth in the gross o 5. I have a point of order.
tional producg such fiscal year wasat = The The gentleman wilt

& rate In eXcess of 3 peroent, and

|i-.' .'wm-x; iy
inctepac-in Federa) mreeﬂpta?ﬂ

(B mtgrgnm an the Pederal budget; ang

- o phate Ris polnt of order,
; ME ROSTENKOWSKL Mr. Speak- of
.-&h I make o point of order that the-

i

CONGRESSIONAL RECORD ~ HOUSE

45 INCBRASE IN AMOUNYT OF PERSONAL EX-

" 48) Grmzeat Rowx.—1t the Secretary deter-
* mines that there s an economic growth divi-
dend for any fiscg) year beginning an or
“afler October 1, 1862, the amount, of the ex.
emption amount. for taxable years begin-
. ning after the elose of the sslendar year in
which sueh fiscel year ends shall be in-
Creased by an amount which the Secretary
estimates wiil reduce Federal tax regeipta
-for-taxakis yoars beginning in the {ollowing
calendar year by sn amount equal to 100
“pereent of the stoount of such economic
growth dividend,
' {b) Srrctaz ROLR PoR Fis0Y, YEARS BEPORK
1988,—In the case of any fizcal year begin.

ning bafore October 1, 1995, 530 bercent of

the economic growth dividend shsil be used .

in accordance with subsection (1), and 50
-pereent of the growth dividend shall be nsed
W make s downward adjustment in the
maximum  defielt amount of section
280¢ex)) of the Balariced Budget
gency Deticit Contro) Act of 1985,
1) EXBMTTION AMOURT.POY purpases of
thiz nection, the term ‘exemption amount'
- Eeeans the amount which would otherwise
be the exemption amoont under section
151cad) of the Internal Revenue Code of 1988
before the application of paragraphs (2) and

DE POWEr Of - (3) therent.

{4) INFLATION ADIUSTMENTS.—. inerease
determined under this mﬂm{a,thén be ad-
Justed for inervases in the cost of lving

- wnder pracedures simflar to those provided
In section: 151(3)(¢) o2 such Code.
- Mr,” GINGRICHE (during the read-
Ing). Mr. Spegker, 1 ask unanimous
consent that the motion be conzidered
- BS read and printed in the Recoro.

The SPEARER, I5-'there objection

to the request of the gentleman from

; ? . .
. Mr. ROSTENKOWSHKL Reserving

' the right to object, M. Speaker, T do

-not know the content of the motion.

. 'As I understang it, what -the geatle-

-ypan from Georgia [Mr. Grveercn] is
offering 13 what he offered in the
Ruylga Committee. .

‘01120

. Mr. GINGRICH, That Is corvect, Mr,
peaker, .

The SPEAKER, Without objection,

otion 5 not germane sinee it exceeds

sulting from the real growth in the gray ae: W28 800De and content of the pending

uonnproduetduﬂngmchl!m”u‘_uh

|
f
it
E
:

1096.—In the ease of any fizeal yoar begin
Ding hefore October 1, 20905, subsac on (h)

. 8hall be appuﬁd;. by substituting for “3 per-.

; wth {n the ”m natianal
the President's budget. submiszion for mich
fiwcal year under section 1105 of $itle’ 31,
United States Code, .+ . Lol

€90 " 39ud

The SPRAKER. Dags the gentleman
Jdrom Georgia tMr. Goverzen] wish to
be heard on the point of order?

Mr. GINGRICH. Mr, Speaker, if I
might just briefly state, the House

Just declded by 394 to 84 to add & reve.

nue measure to the bill snd this
broadened the act, and the Economic
- Growth Act, which I offer, is an
'.amendment which refates direstly to
" unemployment by the Tax

* Cade to create:1,100,000 new joba, So,

. 1t scems to me, clearly on an unem-

HOIHBNID

“therefore, the motion to recommit is

‘BEC. 2 AMENDMENTS,

September 17, 1991

ployment bil, It &5 germane to the
question of unemployment.

Mr, ROSTENKOWSEL Mr. Speak.
er, I insist on my point of order that it
ghoes beyond the scope and tontent of

€ pending legialation.

‘The SPRAEKER. The Chalr i3 pre-
pal'ed m men b

The gentleman from Tlnols [Mr,
RosTrHKOWSKY] makes g point of
order that the amendment proposed
by the motion offered by the gentie-
man from Georgia {Bfr, GINGRICH) I8
not germane to the hili, .

‘The bill,.as reportaed, i3 confined to
previsions relating to unemployment
Insurance -and compensation within
the jurizdietion of the committee on
Ways and Means.

The swmendment proposed in the
motion offered by the gentleman from
Georgla Mr. GmNoricH] containg pro-
visions “to provide incentives for work,
savings and Investments in order to
atimulate economic growth, job cre-
ation and opportunity,” These provi-
slohs range beyond matters of unem.
ployment compensation and involve
the jurisdiction of committees other
than the Committee on Ways and
Means, to wit: the Comnittee on
Banking, Finance and Trbean Affairs
and the Commitise on the Judiclary,

Accordingly, the Chair finds the
emendmert {s not germane, and,

not in order, L

The Chalr sustaing the point of
order of the gentleman from Iilinois
fMr. ROSTENEOWSKI],

MOTION TO RECOMIIIT OFPERED BY MR. ARCHER
. Mr. ARCHER, M7. Speaker, I offer a
motion to recommit, .

The d I3 the gentleman
opposed to the bill?

My. ARCHER. I am, Mr. Speaker, In
its present form. : '

The SPEAEEER., The Clerk will
report the motion to recommit, -

‘The Clerk read as follows:
* Mr. AucHPR moves o recommit the bill
H.R. 3040 to the Co: on Ways and
Means with fngiruétions to report the same -
back forthwith o the House with the fol-
lowing am b

Strike all affer the enacting clause and
insert the folipwing: - -

Act may be citéd as the. “Pmergency
Umpbmngme

P:lbllc %w&oa-m. the E‘An&erslmywuv?;
employmen mpenzation . o .

&) by “after August 31, 1ps1”
where it appears in Section SeX4XA), and
Inserting “after the month in which this .
sottlon takes effect™,

{b) by striking “September 1, 1901* where
it appears in Becmn a?(&mt)l(rﬁtx”‘ and in-
setrting “the firmgt 8 month fal.- - i
lowing the month v which this zection s |
takes effect™, and . N - 1

(e} by “August 3%, 1001" esch - +
placs it anpears In Hection S(ANINA), and !
ingerting “the mogth {n which this section

(d)b‘“%”mmm&' teaf,

y da .
meqmmummwumumrp
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188 of the ®nited States

ouse of Wepresentatives
FFICE OF THE REPUBLICAN WHIP

Tae Wirre House (202) 458-6707 &ashington, NE 20515

July 23, 1991

Donald G. Fisher
Chairman and Chief Executive Officer
The Gap, Inc.

One Harrison Street

San Francisco, CA 94105

Dear Mr. Fisher:

I am writing in regard to your campany's ad for a Washington
Representative that appeared in Roll Call, a Capitol Hill paper,
the weeks of July 8 and July 15. ' I have attached a copy of this
ad in case you did not see it. - '

It is ludicrous for your campany to advertise in such a
blatant manner for a Democrat to be your sole voice in
Washington. According to Sue Phillips in New York, The Gap is
only hiring one labbyist, not splitting the position into two
representatives for a bipartisan voice. Your company has came up
with the perfect formila on how to be ineffective on Capitol
Hill. what is the labbyist going to do when he/she tries to talk
to Republicans on trade issues and gets the door slammed in
his/her face?

Roll Call is read every week by 67,000 people who work on
or around Capitol Hill. People will remember this ad and your
campary will be viewed in the future as only being sympathetic to

T e

cc: The Honorable John Sunumu
Senate Republican Leader Bob Dole
House Republican Leader Bob Michel
Senate Republican whip Alan-Simpson
Republican National Committee Chairman Clayton Yeutter

1620 LONSA DRI Burnpin.
Wasuing'oe 0C 20518
202-225-0197



1620 LONGWORTH Buniping

NEWT GINGRICH \
WasHINGTCN DC 20515

€t~ DisTRICT

GEORGIA
- 202-225-0197

REPUBLICAN WHIP

Congress of the Enited States

House of Representatives
OFFICE OF THE REPUBLICAN WHIP

Rashington, DL 20515

July 23, 1991

Donald G. Fisher

Chairman and Chief Executive Officer
The Gap, Inc.

One Harrison Street

San Francisco, CA 94105

Dear Mr. Fisher:

I am writing in regard to your campany's ad for a Washington
Representative that appeared in Roll Call, a Capitol Hill paper,
the weeks of July 8 and July 15. I have attached a copy of this
ad in case you did not see it.

It is ludicrous for your campany to advertise in such a
blatant manner for a Democrat to be your sole voice in
Washington. According to Sue Phillips in New York, The Gap is
only hiring one labbyist, not splitting the position into two
representatives for a bipartisan voice. Your campany has come up
with the perfect formula on how to be ineffective on Capitol
Hill. What is the lobbyist going to do when he/she tries to talk
to Republicans on trade issues and gets the door slammed in
his/her face?

Roll Call is read every week by 67,000 people who work on
or around Capitol Hill. People will remember this ad and your
company will be viewed in the future as only being sympathetic to

Democrats.
Si JM

Gingrich
Republican whip

cc: The Honorable John Sununu
Senate Republican Leader Bob Dole
House Republican ILeader Bob Michel
Senate Republican whip Alan Simpson
Republican National Committee Chairman Clayton Yeutter
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WASHINGTON
REPRESENTATIVE

We are a Fortune 500 retailer looking for a
fullime employee to serve as our
Washington representative.

You'll be responsible for starting a new office and
representing us on all legislative matters, including
frade issues.

The ideal candidate is currently @ Congressional
or committee staff member, with 5-10 years
experience. Strong Democratic party
connections preferred.

Please respond by sending a resume or summary of
qualifications to:

Gap, Inc.
113 Spring Street
2nd Floor
New York, NY 10012
Atin: Sue Phillips

" EOE/M/F/H
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THE WHITE HOUSE
WASHINGTON

May 30, 1991

" MEMORANDUM FOR THE CHIEF OF STAFF

FROM: ED ROGERS

SUBJECT: TAUZIN MEETING

Although I don’t expect it to come up, attached pléase find some

" information on Ricky Bourg’s TED device.
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REVISION OF THE S8EA TURTLE CONSERVATION REGULATIONS

o The Department of Ccmmerce, NOAA, NMFS le proposing te
revise the 1987 Bea Turtle Conservation Regulations to
require stricter conservation measures. This revision
wil) be accomplishe¢d through twe vets of amendments to
the regulations: one focussing on strengthening
enforcement and compliance, and the other on expanding
the conservation requirements.

-] Both sete of regulutions will be published for public
review and comment., Proposed Enforeement Amendments
will be published in June. Proposed Conservation
Amendments will be published in July.

TEETING OF THER “BOURG DEVICEM

Ricky Bourg's TED device was f£ield avaluated on April 15, 1991 by
a team of NMFS Gear Spacialists and Enforecement personnel, and
Coast Guard. Included were Ricky Boury, Captain Duplantses, Terry
Lyons (from Ccngressman Tauzin's cffice), John Watson and Wendy
Taylor (NMFS gear specialists), Bob Stene and Tom Shuler (NMFS
enforcerent), and Chris Rodriquez (U, 8. Coast Guard). Tha tast.
was conducted on Mr. Bourg's brother-in-law's vessael (CAPTAIN
JAMIE) in 7-10 £t of water off Dula¢, LA.

The Bourg TED failed to operate corrsctly during three ocut of

three test tows, Tha buay failed to pop up despite attampts to

trip it with huckets fllled with salt. There appearsd to he £o00

much tension on the tripping mechanism. The NMF& gsar
specialigts feit that the technlcal problems prebably could ba

golyed and Mr. Bourg was encouraged o continue to work on the
evice, '

Reports will be prapared by 2ll test participants. The gear
reports probably will conclude the device could be made te work,
but unless hard avidence is provided showing that the TED works
the certificatien trial planned fer it in August 1991 should ke
cancelled, The enforcemsnt rapoerts most likely will strongly
question whether or not the davice ¢an be anforced.

Future Actiggg

Mr. Bourg is refining the design of hise device, with assistance
from NMFS gear sxperts. In June, NMF§ will be chartering a
vesssl to conduct bye~cateh rasearch in the Culf. NMF8 has agreed
to tield test the Rourg deavice at that time using divars to
observe its performance.

1f the desvics can be shown to functlon as propesed by Mr. Bourg,
NMFP8 will test it in August when certification trigle ara
conducted for & variety of TEDs. The August test date is
predicated opn the availability of headstarted turtles fron
Galveston, which ara uesd in testing. Assuming the Bourg deviee
does work as proposed, the contral guestion of snforeceabllity
will still need to be resolved.

cBa g130 L2608 Te/8E/58
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April 1990

May 1690

Juna 1%99Q

June 1&90
June 1990

July 1990

September 19%0

goutheast Regional staff was first contacted by
Mr. Bourg in late April 1990. Mr. Bourg furnished
& rough nketch of his design and his concept was
revieved by geer epecialists, our Southeast Region
thief of Law Enforcement and legal Couneel,

Southeast Regional Staff responded to Mr. Bourg to
inform him that s review of hiz drawings showed
that the device was not a legitimate alternative
to a turtie excluder device (TED), primarily
because of enforceability.

Congressman Tauzin contacted Bill Frits,
Congressional Affairs, to request testing of the
Bourg Device as a possible TED. Tauzin provided
drawings of the devica. Tauzin's request was
forwarded to NMFS.

Dr. Fox requestsd of Southsast Reglon 8 formal
review of the Bourg Device bused on drawings
provided by Tauzin.

Dr. Fox wrote to Mr. Tauzin informing him that we
would review the drawings provided and inform him
of the results.

Dr. Fox wrote te Mr. Tauzin informing him that the

Bouryg Device was unenforceable as a TED, but that

it might ba able to detect large objaects.
Enforcement shortcemings were the principal
drawback.

Mr. Tauzin meete with Dr. Knauss and Mr. Campbell
to discuse testing/certification of Bourg Device.
Commitment to teat by NOAA?

Fall-Winter 1950 General hold on all TEDe~related

Marxeh 1522

March 1991

April 15, 1591

June 1991

£00

certifications and regulations with plenned
meeting of the TEDs working group.

It was originally planned that thiz group
would veview all proposed gear alternatives
and advize NOAA., Tha actual role of tha
group was eventually muck rmore restricted.

Mr. Tauzinis staff member exhibite Boury Device at
TEDs working group meeting,

Southeant Rsglonal Office and Center staff
contacted Mr. Bourg to arvange at-zea testing and
evaluation of his device,

Lt-sea evaluation wem condizted by NMPFS gear
specialists, a NMFS enforcerent ¢fficexr, and a
U.8. Coast Suard Boarding ¢fflcer. The device
failed to operate (the houy wae not released) in
three out of three tows.

NMFS has offered to evaluate the device again
during by-catch research ciilscas. Baged on the
resulte of the evaluation, certification testing
may take place in August 1551, wvhen eseveral TEDs

will ha tartad.
HI120 4 68 16/0£/58
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Would a Republican House Majority Really Matter
to Working Americans?

Princeton Retreat, 1991

For most Americans the scale and rate of change is almost overwhelming.
They find virtually all their time and money absorbed by jobs, family and.
personal life. Politics seems distant and almost irrelevant. Politicians
talk in codewords about abstractions that have little or no direct impact on

everyday life.

In watching House Republicans formulate their plans for the next twenty
months the American people might challenge us to answer in practical
everyday language how we would help change their 1lives and their
‘neighborhoods. They might ask us tg prove that we would really make a
difference that mattered.

They might ask:

Would their children learn more? Would they as adults have a better
chance to continue learning?

Would they have a better chance to buy a house? If they have a
house would they have an increased opportunity to trade up to a better
home?

Will they have a better system for preventive health and to avoid
illness? If a catastrophic illness occurs will they be able to afford
it? Will anything be done to lessen the increasing bite health costs are
taking ocut of their income?

Will the envirorment be healthier? Will the quality of life be
improved? Will our natural world be better protected even as the economy
grows?

Will they have a better incentive to save for education, housing,
health and retirement? Will their savings be protected from.inflation
and taxes?

When they grow older will they be allowed to continue working
without penalty" Will their Social Security be protected? If they have
a private pensmn will it be protected?

What will happen to the availability and cost of health care as they
grow older? What will they do about nursing homes? Will nursing homes
and health care bankrupt them? Will they lose their independence and
dignity during their late years? .

For the veterans from Desert Storm amd earlier wars their concern is to
insure that their sacrifices are not forgotten in peacetime. Will they have



the educational and housing opportunities of earlier generations? Will
their health care problems be dealt with rapidly and effectively and with
minimm inconvenience? Will the technological advances in health care be
made available to veterans as rapidly as possible?

Virtually every American is threatened by drugs and violent crime. How
will the drug threat be defeated? How will our streets and neighborhoods be
- made safe again? Why should we believe this set of answers will work when
twenty years of political wars on crime and drugs have failed?

Crime and drugs relate directly to a growing underclass whose welfare
status, illiteracy and lack of work ethic seems to be alienating them
further and further from productive America. What will replace the
underclass by reintegrating the poor into literacy, productivity, safety and
opportunity? -

The challenge of the world market and especially of Japanese and German
competitiveness worries most Americans. What steps will insure American
jobs for the future? How will we give our children and grandchildren an
opportunity to have jobs, take-home pay and quality of life at least as good
as we inherited? ’

Finally, how can we insure our nation remains strong in a dangerous and
sometimes chaotic world? How can we insure that we will save American lives
in a future Desert Storm operation by combining advanced technology,
motivated personnel and intensive training? : :

House Republicans must be able to answer these questions in practical,
human, everyday language. An average citizen should be able to understand
how their life would be improved and why their family and neighborhood would
be better off if Republicans controlled the House.

We are living through a period of revolutionary change. These changes
(in science and technology, economics, in the extension of rights to all
humans, and in cultural values) create an opportunity for a safer, more
productive society with a much higher quality of life for all Americans.

If House Republicans would apply the lessons of these four revolutionary
changes to both goverrment and society we could offer people positive
answers to every question raised in this paper.

We have proven that a 21st century Army can defeat a 20th century
military. Now we have a chance to prove that 21st century ideas applied
Creatively to everyday problems will be equally superior to the obsolete,
decaying bureaucratic welfare state of the Democrats.

The challenge to us is to find the words, the eéxamples and the proposal
to arouse Americans to claim their own future. :



War is won today. by information. not
industrial power or strength of troops.
First of two parts.

By ALVIN TOFFLER and HEID| TOFFLER .

I n the night skics and desert sands of the Middle
East something has taken place that the world has
not seen for 300 years—the arrival of a now kind of
warfare thal corresponds closely to a new system for
the creation of weallth.

The Gulf War has unleashed ‘countless headlines
about the new role of technology in warfare, Its
results have confounded many of the anti-techno-
logical skeptics who spoke of the unworkability of
complex weapon systems. But it is not just a matter

of new technology. The new war form shaped in the .

Persian Gulf reflects the new form of economy that
has been springing up in the West and in Japan in
recent decades. The way we make wealth and the
way we make war are inextricabl Yy connected.

Military strategies, tactics and technologies have
cvolved continuously throughout history. But only
rarely has war been truly revolutionized, and the
decpest changes have accompanied basic changes in
wealth creation.

Future historians wiil recognize the Gulf War as
the world's initial outbreak of “Third Wave”
warfare.

The Agricultural Revolution launched the first
great wave of change in history. The Industrial
Revolution triggered a second. Today, a Third Wave
of change is sweeping across the planet.

of industrialism is behind us. The basic system
for wealth credtion is being revolutionized—and
war, as'usual, is mutating in paratiel. o -

In today's economy, mass production itself is
increasingly outmoded. Customized production,
based on the economies of intelligent technology, is
superseding it in many fields. This demassification of
output is matched by the breakup of mass markets
into “niches.” In turn, advertising, which once
depended on the mass media, is shifting to demassif-
icd media like direct mail, multiple cable channcls,
direct broadcast satellite and even more specialized
media, in order to reach carefully pinpointed micro-
markets. All of thése steps break up the old
homogeneity- of the mass industrial society, and are
themselves mirrored by changes in family structure,
which is becoming polymorphic, and in culture,
which is growing more and more heterogencous.

The more differentiated society and the economy
become, the more information must fiow between
people and institutions to maintain coordination.
This accounts for the expiosion in information and

It is still not fully appreciated that the greal age

communications technologies. The new cconomy

also requires more highly trained workers, as muscle
work declines and intelligent machines increasingly
replace unskilled laborers, Simultancously, the in-
troduction of microchips and feedback into products
equips everything from automobiles to microwave
ovens with memory, programmability and intelli-

- gence. In turn, these raise the level of education

needed by consurners as well.

Advanced Third Wave production centers heavily
on customization, precision and waste (or damage)
reduction. In the economy this might mean using a
computer-driven laser to cut garments; on the
battlefield it means using a laser to designate a
specific target. In the civilian economy, it may mean
using a monoclonal antibody to identify a discase-
causing antigen, bind to it and destroy it. In war it
means using a Tomahawk. cruise missile to identify
an Iraqi bunker and enter through. its door and
destroy it. Smart tools produce smart weapons.

The ‘same precision and customization used to
reduce waste in the factory reduces what the
military calls-“collatera} damage™ on the battlefield.

After a month of bombing Iraq, during which the
U.S.-led coalition sent 70,000 sorties into the skies,
Iraq accused the allies of indiscriminately killing

— L - ‘

civilians. Yet the highest number of civilian casual-
lies claimed by Iraq. after a month of the most
intense air campaign in history, did not ecxceed
several hundred or at most several thousand.

While every civilian death is to be deplored, cven
if these numbers were multiplied by 10, they would
still be remarkabty light by historical comparison.

Thus, every month of World War | saw an
average of 137.000 civilian deaths—7.000,000 in all
by Armistice Day, 1918, This figure was dwarfed by
civilian casualties in World War I, when 388.000
civilians lost their lives every month—year in and
year out from 1939 to 1945.

In 1981, shortly after publication of our book, ““The
Third Wave,” Maj. Gen. Don Morclli of the U.S.
Army Training and Doctrine Command toid us that.
even though our book did not deal with the military,
it was being closely studied by generals responsible
for redefining warfare. A then-new doctrine called
“Air-Land Battie"” (subsequently “Air-Land Battle
2000") was bicing prepared. This new doctrine, he
told us, paralleled in military terms many of the
social and economic changes described in our book.

While -our book systematically foreshadowed the
demassification of economic produclion and society,
Morelli noted, we had made no mention of what he
called “the most important change in warfare since
Vietham—the development of precision-targeted

-We Make War the Way We Ma
|

_weapons.” In effect, what we were already begin-

ning to see, Morelli said a decade ago, was the
“de-massification of de-struction in parallel with the
de-massification of pro-duction.”

Alvin and Heidi Toffler are the authors of “Future
Shock” and “The Third Wave.” Their latest work is
“Powershift: On Knowledge, Wealth and Violence at
the Edge of the 21st Century” ( Bantam Books).

Next: A “thinking system" does battle.

DAVIDSITER For The Times
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e Wealth—With Information

First Wave: Hand-to-Hand

Ten thousand vears ago the Agricultural Revolu-
on launched the first great wave of change in
aman history. I led to permanent scttlements and
@any other social and political innovations. Among
i Most important was war itscif. Agriculture
icame the womb of war for two reasons. It enabled

mmunities o produce and store an cconomic -

#plus. And it hastened the development of the
ate. Together these provided the preconditions for
hat we now call warfare, '
Violent battles certainly occurred among pre-
gricultural nomadic and pastoral groups. Small
wups fought to avenge killings. to steal wonen or
# ACCCSS Lo protein-rich game. But conflict Look on
e true character of war—a bloody clash between
ganized States—only after the institution of the
ale had become common and after there was an
conommic surplus worth fighting over. .

Not all First Wave wars, of course. had cconomic
ads. The literature on the causes of war attributes it
oCVCr_ything from religious fanaticism to inborn
geressiveness in the species. Yot “war.” wrote
_.,-onomisl Kenneth Boulding. “1s particularly associ-
ged with the . | . expropriatton through coercion of
fe food surplus of agriculture.” : '

From that point on the forms of war have
aralleled the forms of economie production.

Most First Wave peasant economies were based
sunremitting manual labor and handeraft produc-
son. Oulput was so low and food surpluses: still so
mall, that more than Y0c; of the population was
needed to work the land. ‘'he departure of a son for
mililary service was in economic catastrophe.

Typically, First Wave armies were thrown to-
gether as needed. A Furopean feudal lord who was
atacked. writes Richard Shelly  Hartigan in a

history of the civilian in warfare, “could hold his
vassals to their military obligations until the invader
was repulsed; but a lord hent on offensive war could
keep his men in the field only 40 days out of cach
year.” They were needed on the jand.

For this and other reasons, he explains. *While Lthe

gencral population was not immune, the number of -

combatants [in medicval warfare| was relatively

small.” ‘Their payment, if any, was irregular, usually

in kind rather than money. Not infrequently,
victorious gencrals were paid with land, the most
valuable resource of the agrarian cconomy.

Military units varicd greatly in size, capability.
morale, lcadership quality and training. As in the
cconomy, communications were primitive, and maost
orders were oral, rather than written. The army, like
the cconomy itself, lived off the land.

Like tools for working the land, weapons were
unstandardized and designed for the hand. Agrarian
hand labor was mirrored in hand-to-hand combalt.
Despite limited use of stand-off weapons such as
slingshots, crosshows, catapuits and carly artillery,
for thousands of years the basic mode of warfare
involved face-to-face killing, and soldicrs were
armed with weapons—pikes, swords, axes, lances,
battering rams—dependent on human muscle power
and designed for close-in combat. As late as
1650-1700, even senior commanders were expected
Lo participate in hand-to-hand killing.

In brief, First Wave wars bore the unmistakablc
imprint of the First Wave agrarian economies that
gave rise to them, not in technological terms alone
but in organization, communication, logistics, ad-
ministration, reward structures, lcadership styles
and cultural assumptions.

—Alvin and Heidi Toffler

Second Wave: Mass Destruction

The Industrizi Revolutior launched the Second
Wave of historical change. transforming both war-
making and wealth-creation.

Starting with the late _1600s. when the steam.

engine was introduced to pump water out of British
mines, when Newton transformed science, when
Descartes rewrote philosophy, when smokestacks
began to dot the land. when industrial mass
production began o replace peasant-based agricul-
ture in the West, war. too. became progressively
industrialized.

Mass production was paralleled by the levee en
masse—Lhe conscriplion of mass armies paid by, and
loyal to, not the local landowner or warlord, but the
nation-state. The draft was not new, but the idea of a
nation in arms—Aux armes citoyens'—was a product
of the French Revolution, which roughly marked
the crisis of the old agrarian regime and the political
rise of the industrializing bourgeois. '

Mass production, mass distribution and mass
media. so basic o the industrial mass sociely, were
the socio-economic concomitants of mass conscerip-
tion. .
The most dramatic changes in war came from new
standardized weaponry that was now produced by
mass-production methods (France, for example, was
able to turn out 7,000 cannons in 1793, no longer
custom producing them by hand.) Soon Eli Whitney
in the United States was mass manufacturing
muskets.

In fact, war sped up the industrialization process
by spreading. for example, the principle of inter-
changeable parts. This basic industrial innovation
was quickly put to use turning out everything from
handguns to the pulleys needed on sail-driven
warships. That other key industrial principle—
standardization—was also soon applicd not merely
lo the weapons themselves but to military training,
organization and doctrine as well. '

The industrial transformation of war went far
beyond technology. Temporary rag-tag armies led
by the nobility were replaced by standing armies led
by professional officers trained in war academics.
The division of labor in industry was reproduced in
the rise of new specialized branches of the military.
As in business, burcaucracy grow. Armics developed
general staffs. Written orders replaced oral com-
mands for many purposes. Memos proliferated in
husiness and on the battleficld.
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The “machine age™ gave birth Lo the machine gun,
to mechanized warfare and entirely new kinds of
firepower which, in turn, led inevitably to new kinds
of taetics. Induslrialization led to.improved roads,
‘harbors, energy supplies and communication. It
brought with it the “modern” nation-stale with
powers of Laxalion. All of these vastly enlarged the
scale of potential military operations.

As carly industrialism matured, the economy
became part of a larger social system that linked or
integrated mass production, mass education, mass
communication, mass consumption, mass cntertain-
ment—with, increasingly, weapons of mass destruc-
tion. Mass destruction was the military expression of
industrial mass society. It remains the hallmark of
Second Wave warfare.

World War Il showed the awesome potential for
industrializing death. The Nazis murdered 6,000,000
Jews in true factory style—creating what were, in
cffect, assembly lines for death. The war itself led to
the slaughter of 15,000,000 soldiers and ncarly twice
that number of civilians.

Thus, even before atomic bombs destroyed Hiro-
shima and Nagasaki. war had rcached unparalleled
levels of mass destruction. On March 9, 1945, for
example, 334 American B-29 bombers hit Tokvo in a
single attack that destroyed 267.171 buildings. killed
84,000 civilians (and wounded 40,000), while flat-
tening 16 square miles of the city.

The gencral who led the Tokyo raid. Curtis
LeMay who later became chief of the U.S. Strategic
Air Crimvmand, was the perfect apostle of mass
destrucuon. If war came. he insisted, there was no
time for prioritization of targets, nor the technology
for precise targeting. ‘To L.eMay, writes Fred Kaplan
in “The Wizards of Armageddon,” “demolishing
everything was how you win a war . . . the whole
point of strategic bombing was to be massive."

Indeed. throughout the entire Cold War following
World War 11, the ultimate in mass destructive
power, nuclear arms, dominated the reiationship
between lhp Lwo great superpowers.

As industrial civilization, the world horn of the
Second Wave of historical change, reached its peak
in the post-World War 11 period, mass destruction
came Lo play the same central role in military
doctrine as mass production did in ecconomics.

—Alvin and Heidi Toffler




' "Thinking System’

Mindless Warrior

What we're seeing is a revolutionary
infusion of knowledge into violence.
This article is the last of two parts.

By ALVIN TOFFLER and HEIDI TOFFLER

Training and Doctrine Command. and his

superior, four-star Gen. Donn A. Starry, who is
now retired, were among the designers of Third
Wave battle doetrine. Indeed, Gen. Starry, who
preceded Gen. H. Norman Schwarzkopf as the head
of what is now Central Command. once described his
mission as converting the U.S. Army “from a Second
Wave 10 a Third Wave fighting force.” Today,
nearty a decade later, Third Wave warfare has
actuaily arrived.

In Third Wave war, as in Third Wave weaith
creation, time is even more crucial than in the past
because events are accelerative, demanding faster
decisions, instant communication and instant re-
spoiise. In the economy, the ald rule was “time is

The late Maj. Gen. Don Moretti of the U.S. Army

money.” In the new economy, each interval is worth |

more money than the last.
An analogous principle applies to Third Wave war.

* Timing was-always important in war. But now speed
. and movement are all—thus Lthe extreme emphasis
on rapid deployment. mobility, maneuver, surprise’

and interdiction, rather than the slow, grinding
fratital collision of forces.

In air-land battle doctrine it takes an extremely
high level of coordination to oring together air,
ground and naval forces, not to mention space-bascd
surveillance and control systems, integrating front-

line action and behind-the-lines- strikes. Instead of
fighting a traditional war measured in captured land.
the war is choreographed in time. Commanders’

know that if a bridge or highway is destroyed the

cffects will be felt at the battle front a predictabte
. humber of hours or minutes later. o
{The-emphasis on precise timing, Morelli had toid- -

us in 1981, required a fundamental change in the
thinking of field commanders. It had to become more
future-oriented in order to anticipate the impacts of
interdiction; |it had to emphasize mancuver and
mobility over|static positions. and, above all,ithad to
integrate air gnd land operations as never before. All
of this requirgs incredible orchestration. )

Early foredasts about the ground war in the Gulf
were filled with mistaken assumptions based on
linear cxtrapolations from carlier wars. It is not
simply the air war that-is revolutionary. The same

DAVID SUTER/For ‘The Times

LA Times

gacs for the alhed ground war hased on roctrine:
outhned. developed and trained for over more than a
decade. Even after the start of the ground offensive.
companisons were made Lo the German blitzkricg of
World War (1. This analogy. Loo. 1s mistaken. What
has been acted out on the deserts of Kuwait and Iraq
was so precision-planned. so ughtly integrated. so
dependent on mstant communication. that no previ-
ous war offers appropriate comparison. None of this
guarantees future victories like that in the Gulf. Carl
von Clausewitz’s famous frictions and fogs of war
still confound and confuse troops in battle. But the
entire process has been transformed.

Third Wave war, like the Third Wave economy, is
knowledge-driven. “We have a lot of computers.”
says Lt. Gen. Charies A. Horner, the U.S. air
commander in the Gulf, sounding not unlike a
corporate information officer, “and you can bring
logether the Lens of thousarids of minute details—
radio frequencics, altitudes, tanker rendezvous,
bomb configurations, who supports who, whao's
flying cscort—there's just thousands and thousands
of details.”

Detail must be matched with exquisite precision.
In Third Wave industry, engineers can divide space
into fractions of a micron and time into nanoseconds.

So too. military planners now think in terms of.

éver-more precise targeung. And as in industry.
precision eliminates waste. By being able to locate
an artillery target precisely. rather than by succes-
sive approximation. as in the past. fewer shells need
to be fired to destroy it.

In Vietnam, an American M-60 tank crew had to
find-cover. stop the tank and aim before it could fire.
Al 2,000 yards, at night, the chances of hitung a
larget were, according to tank-war cxpert Ralph
Hallenbeck, “pretty nii.” Today. the crew of an M-1
can fire without stopping. Night-vision aids. lasers
and computers that automaticallv correct for heat.
wind and other conditions ensurc: that they will
score a hit nine out of 10 times.

All weapons have limitations and all technologics
can fail. Nevertheless, the directions of change are
clear; on the ground as well as in the air and in space.
precision and speed are the keys Lo success.

“What's making all this work.” says James I
Digby. a RANE Corp. €XpCrL On precision weaponry,
are "weapons vased on information instead of the

‘volume of firepower. It reduces greatly the tonnage

of explosives you have to ship over.” His words ccho
those of business managers who use computers to
cut raw-material waste and mimaturize produects,
while slashing inventory and transportation costs.

During the Vietnam War. tactical aircraft were
ableé to drop their bomibs or missties within 500 fect
of a target only 50% of the time. Today, that has
declined to about 20 feet and far less in some cases.

Collateral damage, including civitian casuaities
and occasional deaths from friendly fire, are all
inevitable in warfare, and will no doubt n-er be
completely climinated. But the new mode of warfare
ctearly minimizes “wasteful” destruction.

“It's the triumph of silicon over steel.” said John
E. Pike of the Federation of American Scientists.
Computer ‘chips make it possible to manage the
increased logistical complexity made necessary by
more différentiated weapons systems and more
specialized fighting units. As in.the economy. more
varied technologies require more diversified skills
and a more refined military division of labor. In both
economic production ‘and military destruction. this
growing differentiation of missions, tools and organ-
izational units increases the amount of information
that must be gathered. processed and exchanged.

Just as sateilites now help trucking and rail firms
pinpoint the location of cargo, Navstar satellites give
pilots. navai officers and tank ¢ommanders nstant
navigational data with precision down to 100 fcet.
This stream of information can be automatically fed
to “smart” weapons speeding towaid their targets.

No one who viewed the television coverage can
forget the deadly accuracy with 'which intetligent
bombs and cruise missiles sought out the mam air
shaft in the Iraqi air force headquarters or the actual
entryway of an enemy missile bunker.

ANEW THEORY OF WARFARE: THE ‘THIRD WAVE' ARRIVES

Replaces the Destructive
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And st s the economy demands more and more
highjy ratned workers, Third Wave war requires
Knowledgeable soldiers. [n the words of a U.S. Air
Foree miot and public reiations officer: “The weap-
ons are only as smart as the people using them.”
Years of expensive tranming and millions of dotlars fie
behmd every F-15 pilot. And that piot 1s never
alone 1n the cockpit. He is part of an nteracting
systein backed up by radar operators m AWAC
airplanes providing carly warmng of an cnemy
approach. by eleetromic warfare and counter-war-
fare cxperts on the ground and in the aw. by
Planning and intelligence officers. by data analysts
and telecommunications personnel. As in business,
the rauo of "mind workers” to “muscle workers" is
growing constantly.

In the Gulf, two military “modes” faced one
another. The Iragi forces, especially after most of
their radar and surveilance was excised, were a
conventional “military machine.” Machines are the
technology of the Second Wave era, powerful but
“stupid.” By contrast, the allied force was not a
machine, but a system with far greater internal
feedback. communication and self-regulatory ad-
justment capability. It was. in fact. a Third Wave
“thinking system” right down to the lowest-ranked
soldicrs. Mindless warriors are to Third Wave war
what unskilled lahorers are to the Third Wave
economy —a vanishing species.

Moreover. the entire battle system has been
aitered dramatically by the addition of space to the
lraditional regimes of land, sea and air. Advanced

Thir¢ Wave economies depend heavily on satellite-
based media. data communication. weather and
navigational services. But Third Wave military
functions are even more space-dependent for arms-
control verification, early warning, precision target -
ing and a host of other functions. The integration of
space into combined operations produces a combina-
lorial leap in the complexity of war. Business
-manzgement has grown more complex “as the
economy has moved hévond its smokestack stage.
Third Wave battleficld management makes even the
mosL complicated business seem simple.

In short, for anyone who has closcly observed
changes in business and the economy as the
technologically advanced nations have moved be-
yond their Second Wave assembly lines, the new
mede of warfare should not come as a surprise. It is
lhe‘ military mirror of changes in the economy and
society, very much like the changes that occurred
when the First and Second waves, the agricultural
and industrial revolutions. transformed warfare.
And. as in the past. some of the techniques and tools
developed for war feed back into the cconomy,
stimulating and accelerating the transition to the
new knowledge-driven system for wealth creation.

In sum, the rise of a knowledge-based economy is
paralieled, and in turn accelerated, by the shift
toward knowledge-based war. Third Wave violence
is the extension of the mind, not of the fist.

This then takes us Lo the future of warfare. What
happens to older war forms when a new one arises?

The answer is clear. They do not disappear. First
Wave handerafts did not vanish when Second Wave
mass production bccame the dominant form of
wealth creation. And mass production will not
disappear when Third Wave high-tech de-massified

production becomes domunant. Older cconomic
{orms survive as subordmate forms within the
«advanced cconomy. In fact. different ceonomics can
hest be described in terms of the mix of forms within
them. ‘T'he same 1s true for war and armies.

Even m the Guilf confiict. the worid's first
predominantly Third Wave war. Second Wave

warfare was waged as well. This was seen in the
carpet bombing of Iraq’'s Republican Guard shock
troops by America’s 30-year-old B-52 bombers. This
massive use of relatively undifferentiated destruc-
tion paralicls the bombing in Vietnam at a Lime when
mass production and mass destruction still went
hand in hand.

The bloody collision of massed ground forces using
Sccond Wave conventional weapons will continue to
be a feature of war so long as low-tech. low-preci-
sion weapons. and “stupid” rather than “smart”
tanks and arullerv continue to fill the arsenals of
poor and angry nations.

The future will provide atl too many opportunitics
for First Wave hand-to-hand combat too. The’
soldier bhehind a bayonet, the troops crawling
through a field of fire to face an cnemy in
hand-to-hand combat. urban and guerrilla war-
fare—closc-in killing m all its hidcous forms—will
no doubt be a part of war as long as wars arc fought.

Every large-scale conflict will be distinguished by
a characteristic combination of these war forms. Put
diffcrently, cach war or battle will have its own
“wave formation” according to how the three types
ot conflict are combined.

In the Gulf War, we saw coalition forces armed

and trained for Third Wave operations opposcd by
Iragi troops armed and trained in Sccond Wave
operations. On a larger scale, the development of
Third Wave war-fighting capabilities by the United
States and NATO severely undercut the Soviet
Union's Sccond Wave conventional forces and its
cmphasis on mass.production.of low-tech weapons.
. For all these reasons, merely to describeé the Guif
War as a "high-tech war”™ or the "triumph of air
power” is to trivialize what really happened. [t is not
simply the use of quantitatively better technology,
but a truly revolutionary infusion of knowledge into
violence, foreing changes in organization. training.
tactics, battleficld management. intelligence and
timing, along with fundamental reconceptualizations
of the relative roles of firepower, mobility, logistics.
combat cffectiveness values, time, space and com-
munications. It forces a reconceptualization of ideas
like “defense” and *total war.” It will ultimately
alter the ratio of volunteer to conscript forces, the
relationship of the military to civil society and every
other dimension of military life—and death.

In short, the arrival of Third Wave warfare wili
force military planners the world over to rethink
everything they have done to date—to cope with the
deepest revolution in warfare since the industrial
revolution. ‘The specific “wave formation™ of mili-
tary forces and of the wars they wage will rewrite
the history of tomorrow.

War will never again be the same.

Alvin and Heidi Toffler are the guthors of *“ Future
Shock” and '“The Third Wave.” Their latest work is
“Powershift: On Knowledge, Wealth and Violence at
the Edge of the 21st Century”’ ( Bantam Books).



ver since Ronald Reagan re-

tired from the political

stage, conservatives have

been in turmoil and transi-

tion. And nowhere is this more evi-

dent than in the agonizing reap-

praisal that House Republican Whip

Newt Gingrich is putting himself
through.

The combative congressman
from Georgia is quietly undergoing
amajor sel{-analysis, asking himeell
why he and his party have not been
better able to communicate and mar-
ket the new ideas and programs that
have been the hallmark of the con-
servative agenda for the past dec-
ade.

And in a sharply critical reas-
sessment of the conservative move-
ment's tactics, rhetoric and propos-
als, Mr. Gingrich is now questioning
the effectiveness of much of whathe
and his allies have been preaching
and practicing for years.

In too many cases, he says, con-

servative ideas such

ment of the poor through vouchers,

tenant management and ownership
of public housing, and school choice
programs have come across as little
more than abstract swashington the-
ories" that are irrelevant to the daily
lives of most Americans.

In most cases, Mr. Gingrichisnot
questioning the wisdom of these
ideas. But he fears that the political
processes between developing them
and explaining how they can deal
with real-life problems “have broken
down" and that his party must come
up with some better-targeted pro-

grams and more skiliful ways of
marketing them.

] feel like I've been failing,” he
said ina wide-ranging. introspective
interview in his office just off the
House fNoor. 1 feel that 1 have been
distracted into the Washington
fights that make good news copy up
here but in fact don't relate to the
daily life of most citizens in this
country’”

The challenge for his party inthe
coming years will require “dropping
Washington kind of language and
figuring out what's going to work out
there" Mr. Gingrich said. “How do
you package 1l s0 that people can
understand 2" - P

Mr. Gingrich, who has emerged
as a major intellectual force in his
party, candidly admits that his de-
cision to take a fresh look at the rel-
evance of the conservative agenda
stems in part from his close brush
with defeat last year.

“] had to go home and sit down
and look at a 970-vote margin and

. _ask:myself, if 1am convinced 1 rep-

resent the values of my district—
and | am — what was 1 failing to
communicate? )

«And then 1 took all of the fancy
{ideas and proposals), which in the
abstract are exactly right in Wash-
ington,and realized that if you were
in Jonesboro, Ga., none of them
made any sense at all. They were all

 college prolessor stuff.

“1 looked over empowerment. I
looked over tenant management. 1
looked over educational choice, all
these interesting general theories,’
he said. “But in fact, if you were a

Donald Lambro, chief political
correspondent of The Washington
Times, is a nationally syndicated
columnist.

From
abstract

to specific ;

normal voter back home you'd say,
*Yeah, but what does it mean to me
today?’ And we are not doing a very
good job of explaining in the real
world why things would be better
under our proposals.”

This doesn't mean that Mr. Ging-
rich is turning away from his belief
in programs forged from the
market-oriented. volunteer. self-

_help philosophy that has been an

axiom of the conservative agenda.
But it does mean that he would
like to see more specific proposals
like his “Earning by Learning"” sum-
mer reading program that pays
youngsters from jow-income fam-
ilies $2 for each book read. “We had
228 kids who read 3.600 books in a

pace: )7

program that costs less than $8.000
all of it privately funded, he said.
He has introduced 8 bill to allow
existing federal funding for poor
school districts tobe used for similar
programs around the country. He
also talks about using welfare funds
to pay inner-city residents to be part
of the “Neighborhood Watch" pro-
ram, and allowing the poor who

jeave welfare to take jobs to keep

’

“I have been
distracted into the
Washington fights
that make good news
copy. up here but in
fact don’t relate to the
daily life of most
citizens in this
counny." ‘

gleir Meédicaid health care protec-
on.

Tb be sure, the motivation for
much of Mr Gingrich's re-
examination of the conservative
agenda is rooted in the closeness of
his re-election. He admits, for exam-
ple, that his recent abandonment of
a bill to cut Soclal Security payroll
taxes was due to strong opposition in
~his district. “To be very blunt, my
constituents turned me around,” he
sald.

Nevertheless, Mr. Gingrich is
also right in suggesting that there is
a clear need for conservatives 1o
substantially boost the octane in
some of their proposals for solving
entrenched domestic problemas. as
well as to find better ways to mer-
chandise proven ideas like empower-
ment, school choice and tenant own-

ership.
For if these promising, non-
bureaucratic, market-oriented

ideas, that form the core of the con-
servative domestic agenda, are not
getting through to the average
American voter, it's not the fault of
the ideas themselves. It's because
conservatives are not selling them

effectively.

page
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NANCY JOHNSON 102nd CONGRESS
Health Equity and Access Reform Today (HEART) Act

Provide Universal Access
Contain Costs
Preserve and Improve Quality

ACTIONS NECESSARY TO ASSURE ACCESS

(o]

Create access for EMPLOYEES OF SMALL BUSINESS: Reform the small
business health insurance market to provide access to affordable
policies for the 20 million uninsured who work for businesses with
3 - 25 employees.

Require small businesses to offer insurance 1 year after states make
affordable policies available. After 2 years, study the effect on
access to health care, the population that does not purchase
insurance, and the cost of health insurance.

Expand services to POOR AMERICANS, including the Medicaid eligible
and working poor populations, by expanding the number of Community
and Migrant Health Centers so that real access is assured to
residents of both urban and rural areas ($300 million/year in new
funding, incrementally expands services to 15 million people over 5
years).

Include their employees under the Federal Tort Claims Act (FTCA),
and implement grants to expand offsite services, like mobile medical

clinics, with priority to areas that have low birth-weight babies.
($250 million over 5 years.) :

Equalize the tax benefits of health insurance premiums between the
SELF-EMPLOYED and large employers over 5 years but only for
qualified products.

ACTIONS NECESSARY TO CONTROL COSTS

o]

Build managed care and consumer responsibility into all tax favored
plans, eliminating unnecessary care.

Reform malpractice laws to reduce defensive medical costs and
liability premiums (HR 1004).

Encourage small businesses to form coalitions to reduce
administrative costs and increase purchasing power.

Ensure health care and preventive health care for the poor and
working poor and reduce the amount of uncompensated care costs that
are shifted onto private payers.

ACTIONS NECESSARY TO IMPROVE QUALITY

(o}

Identify poor doctors and other providers early and strengthen state
licensing and oversight with research grants to improve
accountability and training (HR 1004).

Assure better outcomes by implementing "Quality 2000" that will
require hospitals and DHHS to better track patient care.
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IMPROVING CONDITIONS IN THE U.S. TO INCREASE COMPETITIVENESS
DISCUSSION TOPICS

1) Can we help to translate the :technological/industrial/team
successes in the Persian Gulf into more generic domestic advances
in the U.S. industrial/economic competitiveness?

2) If quality is the hallmark of global competitiveness and a
"culture of quality" is necessary for America to really score, then
do members of Congress have a need to understand the revolution
that is taking place in managing and working towards quality? How
might that need be addressed?

3) A move to a "culture of quality" essentially means social
change ... to go from an "If it ain’t broke, don’t fix it"
‘mentality to a relentless pursuit of perfection. How can

government policies foster that move?

4) How can we begin to address the cost of capital weakness in
America versus key competition or must we live with the
disadvantage?

5) Should the federal government play a more active role to
enhance the climate for U.S. competitiveness? e.g.:

a) Invest and be more involved in getting "critical .

technologies" off the ground?

b) Reduce regulatory barriers? (Remember, many regulations
are related to "health," "safety" and "environment.")

c) Put more pressure on trading partners by demanding
reciprocity or level playing fields?

6) Should we be more nationalistic when it comes to U.S. versus
foreign ownership of high technology industries u31ng "crltlcal
technology"° o

7) Are some industries more critical to our nation’s future than
others? (The digital wvideo versus dishtowel example.) Should
capital costs be lowered, shared, etc. for such "critical®
technologies the way we did for important military items?

8) It is said by friend and foe alike that national policy to
remove/reduce regulatory obstacles, spur global competitiveness,
and do what 1is necessary to lower capital costs is impossible in
the U.S. given all the conflicting interests/committees and lack
of cooperative approaches.

What can we in government do to generate cohesiveness so as
to serve U.S. competitiveness?
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-'PROPOSED AMENDMENT

-Breakout: Improv1ng Condltlons . in the U.S. to Increase

Competitiveness

Proposed by: Congressman Hamilton Fish, Jr.

The "Cooperative .Productivity and Competltlvenees Act of 1991®
(H.R. 27) would amend the "National Cooperatlve ‘Research Act of

1984" (NCRA) to encourage competing companies to enter into joint

ventures in the area of manufacturlng and production.

The benefits of the Natlonal Cooperatlve Research Act (NCRA)
are currently confined to joint ventures involving research and.
development. H.R. 27 would take the NCRA one step. further and’
sanction joint production activities. Such joint ventures would
always be analyzed under the more flexible "rule of reason" test

_of antitrust law. This means that the courts would have to consider

the pro-competitive benefits of the venture and balance them’
against any possible anti-competitive result. -Such a cooperative”
venture would never be considered an automatic, "per se" violation
of the antitrust laws. Second, any antltrust liability would- be
limited to single damages.

Amerlcan companies are generally qulte concerned about potential .

antitrust 1liability any time they - enter into . any kind of
cooperative activity with their competitors. This ¢oricerh dbout

" potential treble damage liability has dlscouraged companies from

even exploring limited purpose’ joint ‘ventures in the areas of
manufacturing and production. Limiting ' liability wunder the.
antitrust laws would greatly encourage these types of joint
ventures. It would create new jobs, and American companies could
better compete against the products of forelgn manufacturers.

This leglslatlon would not only be attractlve to our

traditional basic industries but also would have an 1mportant high

'technolOgy application. Ooften, the .costs of production and

commery ialization of new technologles are prohlbltlvely hlgh for
one company to bear A

[PUTUERS
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NATIONAL ENERGY STRATEGY: A NEW START

by Daniel Yergin

I am grateful to the Committee for the invitation to

join in the lead-off hearings as the House of
Representatives begins its consideration of the critical
issues of a national energy strategy. The Committee has
wisely asked us to stand back and go to first principles --
that is, to address the "why" -- the overall purposes and
rationale for energy strategy -- in precedence to the "how."
Moreover, the Committee has given me the additional
challenge of calling upon my new book, The Prize: the Epic
Quest for 0il, Money and.Power, to help provide-a framework
and context for the current considerations and from which to
extract relevant lessons:

This hearing comes at a crucial time. After more than
a year-and-a-half of consultation, the Administration's
National Energy Strategy:is going to be released this
afternoon. World events:have added a powerful new urgency
to the discussions and will ensure wide public attention,
which might not have been the case little more than half a
year ago. Everywhere I go in the country, I encounter the
same set of questions --!do we have a national energy
policy? 1if we don't, why not? should we have a national
energy policy? and, if we are to have one, what should it
be composed of? The deliberations of this Committee will be
one of the most important contributions to the debate and to

the resolving of those questions.

Yet, as the consideration begins, some members of this
Committee may be moved to recall the words of that immortal
American philosopher, Casey Stengel -- "it's deja vu, all
over again." For the current National Energy Strategy, at
least by my count in The Prize, is "Energy Policy Number
Eight" -- that is, the eighth time in the last 20 years that
the United States has grappled with a "national energy
_strategy." If you add in the enormous impact on our energy
economy of environmental policies and politics, the number
goes even higher. '



These last 20 years have been tumultuous years -- of
oil shocks, of shortage and glut, of long gas lines—and
short. tempers, of surprise and foreign policy crises. They
have included years when energy difficulties have had major
economic consequences -- costing the American people heavily
in terms of unemployment, lost economic growth, and
inflation. At other times, falling energy prices have been
an important stimulus to economic growth. These two decades
have also witnessed how the international politics of energy
-- and the supply/demand realities behind them -- have -
transformed the very substance of world political and
economic power.

And these twenty years have been a time when the
American people and their representatives in the Congress
and various Administrations have sought to achieve three
sometimes contradictory objectives -- cheap energy, secure
energy, and clean energy. and the clash of those objectives
will no doubt frame much of the debate that starts today.

Specifically, the Gulf Crisis has brought such concerns
to the fore again. It is often asked whether this crisis is
only about oil. The answer is no. Any student of history
knows that great events, whatever, their nature, do not
happen for a single reason. The concerns about the post
cold war order, about aggression and sovereignty, about
nuclear and chemical weapons =-- all these are part of the
equation. But oil is certainly also at the center. The
issue 'is not whether gasoline is $1.03 a gallon or a $1.13 a
gallon, but rather about oil as agmgssential element in the
global balance of power and how that balance would be
changed were a hostile power to be in the position to
dominate directly and indirectly the region that contains
two-thirds of world oil reserves. It has been the policy of
the United States government, going back to Presidents Harry
Truman and Franklin Roosevelt, not to see hostile powers
dominate that region. - It was the Carter Doctrine of
President Jimmy Carter in 1980 which, in the words of his
National Security Assistant Zbigniew Brzezinski, committed
the United States "to the security of the Persian Gulf."
(The Prize, chapter 20, pp. 427-28, 701-02).

Now it is these unfolding events in the Gulf that force
us to go back to the basic prin¢iples that the Committee
wants to take as its starting place.

And we do need the historical framework that the
Committee is seeking.



As near as I can itell, this country did not really
worry about ''energy pdlicy" until the end of the 1960s and
the beginning of the 1970s. Until then, there were policies
for oil, natural gas, coal, nuclear, hydro, but no
particular drive for an over-arching "national energy
policy." Several things came together by the beginning of
the 1970s, however, that did push towards such policies:

* the peaking 'of U.S. oil production in 1970 and the
resulting fall in output;

* rapidly rising demand for energy, including oil;

* rapid growth in oil imports and the breakdown of
the guota system established in the late 1950s;

* problems in'the supply of electricity and natural
gas; ! ' ,
* tightening éf the global supply/demand balance for
oil; |
* the emergence of the "first wave" of
environmentalism, which focused, among other things, on
where energy was produced, how it was produced, how it was
transported, and how it was consumed.

* a "politicization" of the global energy trade in
the context not only of Middle East politics but of a
sharpening "North-South" confrontation.

vYet there was still a tendency to discount the
political significancb of this changing global energy
balance -- including the disappearance of "spare capacity"
in the United States.. In September 1973, with tensions
rising, President Richard Nixon;=thinking of the-1951-54
Iranian oil crisis, sbught to send a message to Libyan
dictator Muammar Qaddaffi: “Oil without a market...does not
do a country much good." (p. 592) But there was, by that
time, very little spare oil-producing capacity in the world
and no surge capacity at all left in the United States.
And, shortly thereaféer, the United States learned that the
energy balance could 'have great significance for the global
palance of power and the way in which American foreign
policy could be consqrained and limited.

over the last twenty years there have been many goals
for energy policy: to make the United States "jindependent"
of foreign oil, to reduce oil imports, to regulate
profitability in the energy industries, to reduce government
regulation, to promote competition, to strengthen government
control over energy markets, to reintroduce market forces
and get the government out of the energy business, to
promote technological development, to protect the
environment, and on. If we add in relations with other
countries, consumers:as well as producers, the list gets
even longer. '




And yet, ironically, if we look at the last several
yvears solely in terms of results, not intention, we might
well be drawn to say that the main objective was to increase
imports of oil. For better or-worse, we did quite a good
job at that -- as net U.S. oil imports increased from 4.1
. million barrels per day to 7.2 between 1985 and the first

. half of 1990. 1In fact, this wasn't a policy at all, but the

result of inattention and complacency.

The rapid growth in imports resulted from a modest
growth in demand, combined with a rapid fall off in domestic
U.S. oil productlon. Between its 1986 peak and last year,
America's domestic-0il output fell by 2 million barrels a
day. That's greater than the total pre-invasion production
of such major oil exporters as Kuwait and Venezuela. It was
as though a major oil-exporting country had simply been
snuffed out.

Midst so much confusion, we would do well to look at
the fundamental reasons why the United -States should concern
itself with energy policy or strategy.

The first is that, very simply, industrial society runs
on energy. In the midst of the First World War, France's
leaders, confronting an- imminent oil shortage that
threatened the newly-mechanized war effort, pronounced oil
"the blood of the earth." (The Prize, pp. 177 183). It is
today certainly the basis of our modern economy. '
Disruptions of ‘supply threaten the operatlons of that
economy ~-- and the economic well-béing of the American
people.

Secondly, energy is of strategic significance. This
applies particularly to oil. Though the lesson was
forgotten with the easy supply system of the 1950s and
1960s, in fundamental ways, the Second World War was an
0il war. If we had not won that war, we might not have won
the overall war and might well not be living today in a
country called the United States of America. The strategic
significance today is measured in terms of the global
balance of power. The United States does not want to be
constrained in terms of its foreign policy. Nor does it
want to see the nations of the Western alliance pitted
against each other or split. It does not want to see a
hostile power or group of powers dominate the major oil
resources of the world, preeminently the Persian Gulf,.

. because that would translate into, among other thlngs, the
buildup of nuclear and chemical weapons.



1

The third set of concerns are environmental. We are
now in "the third wave" of environmentalism, and much of the
focus is on energy industries. There is a strong drive
today to harness energy policies to the attainment of-
environmental objectives, both immediate and visible (such
as reducing smog) and longer-term. and more abstract and
perhaps more contentious (such as checkmating global
warming). And many environmental initiatives are also, by
the by, energy policies of the first order. Indeed, the
Clean Air Act of 1990 may have as much impact on our entire
energy economy as any initiatives that come out of the
National Energy Strategy.

Of course, fashioning' a broadly-accepted energy
strategy is no easy thing in the United States. The
interests are many and varied. "Energy policy" in Texas
does not mean the same thing as "energy policy" in
california -- or Ohio or Pennsylvania. Consumers see things
one way; producers, quite another. Short-term interests
(cheap supplies) may not at all line up with longer-term
interests (secure supplies). ’

As the eighth round ﬁegins, there are major lessons to
be extracted from twenty years of debate.

Some would say that it doesn't matter how much
petroleum the United States imports. Japan and Germany
import all their oil and do fine, thank you. But a little
perspective it required. 'Those two countries can finance
their oil imports with exports. We gaa't, at least at this
juncture, and rising imports only undercut our efforts to
reduce the U.S. trade deficit. The overall volume should
also be kept in mind. In ‘absolute terms, the United States
imports more oil than Germany and Japan combined. 1Indeed,
the growth alone in U.S. imports between 1986 and 1990 was
greater in volume than Germany's total oil consumption
today. o

The rise in U.S. oil' imports was one of the main
factors -- along with rapid economic growth in the Far East
and the fall in Soviet oil production -- that were leading
to a tighter world oil market even before Kuwait was -
invaded. Had Saddam waited two years, there would probably
not have been a "securityimargin“ of unused production
capacity around the world, and the economic impact of his
invasion would have been much greater.



One important lesson for present considerations is to
focus on the pragmatic, even if it does not have the drama
of a man-in-space program or a Manhattan Project. For when
it comes to energy policy, the record of the "dramatic" is
not all that good. In November 1973, just weeks after the
Arab oil embargo, President Richard Nixon unveiled Project
Independence, with the promise that the United States could,
with a vast and expensive program of investment, be
independent of foreign energy sources by the year 1980. His
advisers told him that it was highly impractical -- and it
was. (The Prize, pp. 617-18). The program never came close
to meeting its goal. In 1979, as the public fumed about gas
lines, the Carter administration came out with a dramatic
synthetic-fuels proposal. Ultimately it, too, simply faded
away as oil became cheaper again.

Another lesson is to resist highly regulated programs,
in which the government tries to do the job of the market.
The over-regulated programs of the 1970s proved .
immobilizing, self-defeating and a great waste of time and
effort. They did much more for the legal profession than
" for reducing our dependence on foreign oil.

Perhaps the most important lesson of all is the need
for an "ecumenical," rather than a "sectarian," energy
policy. By this, I mean a policy that can garner a broad
coalition of support. America's energy economy is huge and
complex, and the interests involved -- of regions, producers
and consumers -- are often conflicting. -In Japan, everybody
is in the same boat when it comes _tQ.energy. Not so in the
United States. ‘

So no one approach will be sufficient. In the past two
decades, there has been an endless, almost religious and
certainly fruitless struggle over the "correct" approach --
production versus conservation, conventional versus
renewable sources. Yet if we made any progress in the 1970s
and early 1980s, it was thanks to a variety of approaches --
gaining 2 million more barrels per day by producing oil from
Alaska's North Slope, while saving the equivalent of 2
million barrels per day with automobile fuel-efficiency
standards. Without an ecumenical approach, all the wasteful
political battles will be waged  again, and immobilization
will once again be the likely result.

To put it simply, it's a good bet that an energy policy
or strategy that is not ecumenical won't fly.



What should be the elements of an ecumenical approach?
Here are some starting;points:

o} Promote the use of natural gas. Supplies are abundant
here in North America,iand opportunities to expand usage are
plentiful, especially if pipeline development is expedited.

o Reignite conservation efforts. It is often said that
America ''failed" or '"gave up'" on conservation. That is not
true. The record of the American people in this area is
impressive. Over the last 15 years, the United States has
become 26 percent morel energy efficient and 31 percent more
oil efficient.. Yet the conservation curve has flattened out
since the 1986 price collapse, and there is still more room
for technological improvements in energy use.

o Seek . to slow theidecline in U.S. oil production, in
part with financial or tax incentives.

o Pursue a diversiﬁied program of research and
development, looking at everything from renewable energy
sources to a "second generation" of newly designed nuclear
reactors. '

o Develop more consistency in government policies --
environmental as well as energy --— SO that companies can
confidently make long-term energy investments.

This would not be a big-ticket, expensive program.
Still, it raises the contentious issue of energy economics.
Some favor a tariff on imported oil, arguing that cheap and
uncertain prices undercut investment in new energy sources.
Others would like to raise the gasoline tax by 25 to 50
cents a gallon over some specified time period -- and spend
the proceeds on the Strategic Petroleum Reserve, research
and development, and étimulating conservation and domestic
energy production. But immediately we see the clash among
cheap energy, secure energy, and clean energy. while either
of those proposals would seem to serve security and
environ unental concerns, they certainly do not appear to
meet the goal of cheap -- or very cheap -- energy, and there -
is no shortage of opposition to either approach.



Yet here, too, perspective helps. Right now, the tax
on U.S. gasoline is only about cne tenth of the average in
major Western European countries. Motorists in Germany pay
$3.48 for a gallon of gasoline; in Japan, $3.85; in France,
$4.47, and in Italy, $5.26! Moreover, gasoline in America
is not only cheap but has actually gotten cheaper. On an
inflation-adjusted basis, the least expensive gasoline that
the American motorist has seen since World War II was not in
the 1950s and 1960s but in the period from early 1988 until
August 1990. And in the last few weeks, prices have been
easing again back to the pre-invasion levels. 1In real
terms, the prices from what many motorists remember as the
halcyon days of the 1930s and early 1960s would be around
$1.40 to $1.50 per gallon today.

One striking difference between the 1970s and early
1980s, on the one hand, and 1991, on the other, is that
"conservation" has been at least verbally endorsed by many
quarters. But how to achieve it? From a policy point of
view, it seems to me that there are only three obvious ways
-- urge it, price it (either through prices or taxation), or
regulate it. And, on the question of transforming the
objective of conservation into a methodology, we will see a
great deal of argument.

There are other obstacles to a consensus on energy
policy today. In the 1970s, the biggest confrontations were

over price -- between producers and consumers, and between
regulators and the free market. The central clash in the
1990s may well be different -- énvironmental objectives and

concerns versus the energy requirements of our economy. The
guestion is, will this conflict be resolved only on a case-
by-case basis, the outcome depending on the constellation of
political forces and passions at any given time? Or can we
find some overall framework for resolving these disputes?



Finally, we do well to heed a fundamental lesson that
was apparent long pefore the oil shocks of the 1970s. There
are many quotations in The Prize, but one of my favorite is
a precept that Winston Churchill enunciated some 78 years
ago, on the eve of World War I, when he converted the
British Navy's fuel from coal to oil in order to gain four
knots in speed over ‘the German Navy. Churchill knew he was
running a great risk, for Britain did not produce oil. The
Royal Navy would depend not on safe, secure Welsh coal, but
on oil from distant Persia, riven even then by conflict
between the mullahs, the modernizers and the shah of the
day. But Churchill went ahead with the conversion. There
was no choice, as he saw it -- "Mastery itself was the prize
of the venture." But that still left the huge security
problem. churchill's answer to this security problem?
Diversification. '"On no one quality, on no one process, on
no one country, on no one route and on no one field must we
be dependent...," he declared. "Safety and certainty in oi:
lie in variety and variety alone." (The Prize, pp. 12, 160).

What was wisdom for Winston Churchill at the beginning
of the 20th century -- diversification --is certainly wisdor
for us as we look towards the 21st century.
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We, The People
page three

I. HOPES AND FEARS ABOUT AMERICA
‘Disoussion Points

Part1c1pants discussed a series of open-ended questions, 1nclud1ng.
family concerns, ‘local concerns, and post—war national goals.
Because all" groups were conducted within nine days of the end of
. the Gulf War, both . the President's handllng and. Congre551onal
handling of the war was d1scussed . )

.Part1c1pants were also ‘asked directly "what g1ves you ‘hope about
the future of this country;" and "what do you fear about the future
of thls country " S

The only written exercise was an effort in creatlve th1nk1ng, as
- participants answered the follow1ng question on paper -- "Just
~ suppose a Martian landed in your  backyard, and asked you to
describe the American people —- but he didn't understand sentences.
What four or flve words would you use?"

- Key . Findings[Verbatims

o A wide varlety of unprompted concerns spllled out - of each
group, including (in no partlcular order): drugs, the
economy/jobs, the homeless and the poor, the American family,
pollution/the environment, the deficit, health issues, the"
elderly, affordable hou51ng for young people, and government
leadership.

o His decisiveness in the Per51an Gulf War has helped George

Bush shed his "wimp". 1mage once and for-all. However, another .

- offshoot of the War is the sense that America is both united

(for once) and needs to turn that unity and’ purpose on 1ts
national problenms.

"He's lost his "wimp" image, and that's the image I hadiOf
him." (Richmond Male) .

"Things that were .important before' the war are still’
important, - the war didn't’ change anything." "We're going to
'be the policeman of the world probably from now on,. but we
sure need to get thlngs straightened out here a llttle b1t.“
(Scottsdale Female .and Male conversatlon)
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nLately, I think the country has really been pulled together

by this war. I think that's been really refreshlng. . .Seeing

flags out, seeing. yellow rlbbons. . .We've started something,
like you sa1d let's go for it, let's not just. have. these come
home and let's stop. When .we hear these- thlngs on. the TV
(poverty/problems) we feel real bad.and we walk away. We have
to ‘learn not to walk away. ' We've got to start - d01ng
somethlng " . (Three Aurora Females)

~.'Hopes and fears elicited a varlety of thoughts, but a
. .recurring. theme for both’ toplcs was the Amerlcan famlly and
youth. :

Participants are concerned about what they perceive as the
breakdown .in the community fabric, and that starts with
families. However, they also have hope that today's youth
will learn from current and past mlstakes and, with the help
of technology, 1mprove and learn and grow.

"You know, there is just no family. Kids, their language and
their lack of respect and that stuff. That's very important:

‘They (parents) don't. stress that anymore. They're working and .

they have to." (R1ver51de Female)

"What about young families today’ You know, how are you going
to. buy a house?. How are you going to have a family? - And if
you've got to work, your paycheck pays your mortgage, so you
obviously can't afford daycare." (Hartford Female)

"Little kids that still are just as bright and just as
cheerful and just:as willing to learn and try to be everything.
they can be. ’They!re the?only-hope'we got;“ (Scottsdale
Female) K o ‘ B

"This may sound a b1t 1deal "but I th1nk it all just goes back

"to the home. T thlnk if you can teach your children, you

know, what's right and wrong, and about drugs and crime,

- you're going to have those children grow up and they might

become the next Pres1dent. . +If you teach your children from
the beginning, the basics, the rlght and wrong, you know,
throwing litter on the street is wrong and if they see
somethlng, to pick it up.  That's the first step, and you

know, you' re looklng at a better future." (Aurora Female —-

' Group #1)
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"What gives me hope is -- we don't’ have children, but Sharon . -
(another person in the. group) has one child and is going to

- have another, -so we have to plan for their future as our

forefathers planned for ours. So that tells us we. have to.
believe that tomorrow will be ai better day. That's what-
America was based on. If we work. hard today, our children and

" their children can have’ a better future." (Aurora Male --

Group #2)

'Asked the Martlan questlon, (what they view as the'"best" and

"worst" about the American people) participants came up with.

- about elghty different "ba51c" phrases, combined into about
- .forty specific categorles.- ' : g v

Mentloned most often were'

o ‘Freedom/freedom of speech . 53nmmtlons,
o . Opportunity. , A 20
o Helplng/Generous/Carlng/Falrness. ' ’ 17
o Democratic system/right to vote - 16
o Diversity/Choices/freedom of choice g -12
o Abundance/food/living standard . ’ - 12

) Educated/good education-for all R 10
o Friendly ' : - 10
o Loving famllles/chlldren . 10
o Freedom of religion/worship = .- ’ 9
o Innovative/Creativity/Ability to change : 8
o

Beauty/nature/natural resources ' 8
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II. THE ECONOMY/TAXES

Discussion Points

The discussion on the economy was all done yerbally, and focused‘on_
the future, the causes and cures for the recession, a dlscu551on of
the economlc growth in the 1980s, and our tax system.

Key Findings/Verbatims

o

There is a’ general belief that today's children are growing upd
to face a much more complicated world, with a rate of change
that seems overwhelmlng to their parents.

"I think it's glong to be more difficult for today's youth,
because I don't think there are the same social. structures
that we had when we were growing up." (Scottsdale Female)

"I think it's a tougher world. I come from a famlly farm, but

- now there's nothing to pass on to the kids. . .the world is so

much more spec1a11zed now." (Rlchmond Male)

B thlnk 1t's tougher on klds. ;.;and_ln some ways, we are to

blame because we've forced them to'keep up.":(Aurora Male)

Confidence in the economy for -the present and forseeable
future has dimmed with the recent rece551on, causing people to
reflect on the previous decade S economic growth with a degree
of cynicism. (However, the further west we went, the less

cynicism there was towards the '80s.)

The reasons for our economic ‘boom 1n the 19805 are ‘how being

.connected to the present recession.’

"I don't know how to put this, ‘but to me, I have the feeling
that there was somethlng -- false isn't the word, but it
wasn't what it looked 1like, and it was manlpulated "
(Richmond Female) :

"It seems like it was the impression of a boom. . .looking
back on it, it wasn't." (Hartford Male) o

"It was'style as much as'anything. . .faster money. . .faster‘
credit. . .but it collapsed fast also." (Hartford Male)

"We got into this recession by ‘borrowing money.“ (Aurora Male)

"People spent what they had and what they thought they had. .
.and later found themselves out of a job." (Aurora Female)
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"Reagan brought ‘the good times. . .he did it by lowering
taxes." (Scottsdale Male) ’ : . .

"Confldence brought the good tlmes."' (Scottsdale Male)

. "out here the economy grew because of technology and good
- weather." (Riverside Male)

o These Americans - continue. to believe that our system of -
taxation is unjust and that the wealthy can always find a way
to avoid taxes. There is a lag in comprehension about many of
the tax loopholes -- even those that were eliminated 1n the

: last federal tax reform. .-

The perceived solution to our tax . problems is a flat tax rate
with no loopholes. :

"I resent paylng taxes because we work hard for that and have’
to give it to them and I don't th1nk they use it wisely."
(Rlchmond Female) _

"Rich people always flnd a way to get out of paylng
taxes...but I guess I really don't think 1t's fair to tax them
more -- maybe on unearned income, though. I think a flat rate
for everybody." (Rlver51de Female) '

o There is no desire to "soak the rich", although there are
concerns about the wealthy who dodge paying taxes -- plus some
say it would be nice if the rich.gave'something more back.

"T don't agree w1th taxing people more because they make more
money." (Richmond. Female) , v
"Why should some guy who worked his butt off get taxed out of
- it. . .baloney. . .he earned it, let him keep it. Maybe he

stole it."™ (Scottsdale Male and Female conversatlon)

(o} The capital gains tax cut is confu51ng to people, buttlt is
.poss1ble to. occasionally convert people when it is seen as an
economlc stimulant. o

"I don't see it (capital galns tax) as a penalty. . .I look at

that as boy, haven't you done well and wouldn't it be great if . -

you shared that for the future. . .But getting there you took
a heck of a lot of chances and why penalize . you for taking
those chances." (Conversation of two Hartford Males)



We, The People

page eight

III. EDUCATION.

Discussion Points

The moderator introduced this- topic with a basi¢ question about
whether participants think schools are getting better or worse.

- This was followed by a question on whether today's young people
.know more or-know less about the world, rlght ‘and wrong, and the

basics of math ‘and readlng A short series was then covered on
whether the monies we spend on educatlon, now rivaling that of
defense, are belng well spent. :

‘Three" written' education optlons " were then presented to

participants. = The written questions asked the participants to
choose‘whether they favored or opposed allowing parents the option
of sending their children to a school of their choice, even if that
were out of the neighborhood; who:-should have control over local
schools, the parents or the administrators; and a three part
question asking respondents if-the school days are long enough, or,
if not, would they lengthen them by adding more study time or a.
non-mandatory program of Values training taught by local ministers
and rabbis. :

Key Findian[Verbatims

o These Amerlcans generally belleve our schools are gettlng
worse,

"They bring the teaching down to the 1lowest common
denominator." (Richmond Male) .

"TeacherS‘are overburdened‘.'i (Riohmond Male) .

"Schools prov1de ‘more opportunlty today, particularly'the-
public schools.“ (Hartford Male) -

"The underlylng factor too is home-related, be it lack of food
in their stomachs, a mom and dad always quarrelllng or both of
. them working." (Rlchmond Male)

"It has to do with parents involvement. . .I get a sense we
always expect somebody else to do it. . .I'm sending my kid to
school today and 1t's your job from now on to teach hlm."
(Aurora Male) :
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o~ They believe students are doing less well in the basics like .
reading, writing, and math, but. that students are learning

_ some different skills (such as computers). that may serve them
well in these changing’ t1mes, if ‘the schools are able to keep
pace. '

"There's less of the basics. ._;spelllnq, math' readlng...more
of the lighter- stuff. like computers sclence experiments, and
dlnosaurs." (Aurora Male)

."Well, -schools may be better, but the problem is the world is
moving so fast, you could be better in the schools and the
world Stlll is more complex." (Aurora Female)

"It's like when you go to Taco Bell and pay for your meal you
get your change and they don't count. back. . .they just say
'here'. . .because they flgure the machine tells them what to
do. . .but they're just not taught to think anymore."
' (RiVer51de Male and Female conversation) :

o These Americans believe education money is not being spent
wisely,  with too much. wasted on admlnlstratlon, consulting, -
:and frlvolous courses. : ‘

"I certalnly thlnk money is a factor, but I would have hoped‘
Washington would have learned by now that you don't solve a -
problem by throwing money at-it." (Rlchmond Male) y
"Too much = money in admlnlstratlon, consultants, and
studles...lt doesn't get to the klds."- (Scottsdale Male)

"When my son was in the 51xth grade he came home one day and

said. . .'if we have one more assembly this week, I'm going to
© scream, because I ‘don't ‘have time to get my homework done Aan
- -(Scottsdale Female) :

o They are divided on extendlng the school-day and also whether

~a longer day would best be spent in study. hall or a values
'course. , .

Forty-three of the part1c1pants sa1d the school day is long-

enough, while 19 favor longer study hours and 18 prefer an

optional values tralnlng course. Discussion on any kind of.

religious presence in the classroom proved, as-always, to be
. particularly lively. :

"I think they need more study time. . .I ‘don't necessarily . '
think the day has to be longer. . .I think they just need to
change the priorities around." . (Scottsdale Male)
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R § think_amfourth'ghoiCe,<.7.the days are long enough but
- maybe not the academic year. . .like in Europe I think there's
not three months. off in the summer. . .maybe three weeks in
the summer and another three around Christmas and New Years."
(Scottsdale Female) : .

! "What bothers me is who teaches the values. . .I mean I just
read about this minister who was put away for robbing banks in
his area and spendlng the money on prostltutes." (Richmond
Female) ,

"I think if you brought in a 15 year old pregnant girl or a
policeman you could expose people to career possibilities and-
social responsibility earlier and that would be a good way to
teach about values." (Richmond Male)

o They tend to favor slightly the concept known as education.
- choice, which glves parents the right to select a school for
their children that may or may not be what is now their
designated neighborhood. Forty-three partlclpants favored and

34 opposed school choice. . . -

"Oh, I think it's a great 1dea. . I think everyone should
Ihave ‘a choice as to where they send their children to
school...and why should they have to pay more. . .if we have
good public schools why would we need anythlng else?" (Aurora
Female)

"If you don't like the schoole,‘you move." .(Hartford Female)

o While some people liked the idea of parental control, others
believe "that the school administrators, as trained
professionals, should continue to have final authority on how
‘schools should be run. "~ A few more  (41) favored school
administrators runnlng the schools than favored parental
control (34) :

"Didn't like the 1dea ‘of parents running the schools. . .they
aren't quallfled " (Hartford Female) '
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~'IV. THE ENVIRONMENT
: ~

Discussion Points

Participants were verballv asked'two queStions,'the first one
simply' being "What's the best way to clean up  the environments"'

" This was followed by h§V1ng the moderator read two opinions, one

which takes a government penalties position and the other whlchﬁ"
takes a government rewards pos1tlon. :

ertten questlons tested three ideas -- tax breaks for. companles to
encourage- env1ronmentally-better products, tax . breaks: for

- individuals to . encourage purchase of . hlgher cost env1ronmental

products, and mov1ng pollutlng sources overseas.

-Key E1ndlngs[Verbat1ms

o - The environment (or “pollution) came up~-as an unprompted

concern in most groups. Many of  the general comments were
. future-oriented. - ‘ ' : :

"I believe the question was what gives you hope for the
future. "I think there. is. much more awareness of the
‘environment and recycllng, and that glves ‘me a good feeling."

(Aurora Male) “

o Part1c1pants view the env1ronment/pollutlon as an area where
every American can and should make a difference, but that
government has to be 1nvolved.» ‘

.“The people themselves have to start, plus. . ..we've got to

spend money and get’ started with educatlon on how to do it,

but :the people 'don't want to do it. - We're making so much
’ garbage'everyday, each family." (Hartford Male) '

o Rather than. 51mply having .stlffer government rules .and
" penalties to force _environmental clean-up, most participants
preferred a carrot and stick approach.

"Reward those that do the thlngs that make the world. better,
and you should really stick it to them when they don't.™
(Scottsdale Female) _

"If you know you're going to be rewarded you'll trv to do
it." (Aurora Female) "
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While they do not 'view 1t as a cureall for the env1ronment
participants  do support providing tax - .incentives for
. innovative businesses working to help the env1ronment By a

'margin of 50 to 16, more participants support giving a company
a tax break for inventing a refrigerator that uses less
-env1ronmentally—harmful chemlcals than refrlgerators nmade by
- other. companles. :

Opp051tlon.was two-fold -- elther companles should 1nvent such
a product because it is the rlght thing to do, or because the
people oppose tax loopholes in general.- : '

~Supporters of the 1dea view: 1ncent1ves (or rewards) as great"
motivators for 1mprovement : .

b think all the companles should start maklng thlngs that use
less energy and are better for the environment, and I don't
think -- if you give all the companies a tax break because
they did that, then where is the tax burden laid on?" (Aurora
Female) '

"I think they should get a tax break if they ‘make a betterv
product that is beneficial to the world at large. They should .
be rewarded for: maklng somethlng better." (Scottsdale Female)-

A sllghtly hlgher number, 53 to .13, favor giving consumers tax'
breaks to purchase an env1ronmenta11y-1mproved product

"A lot of times if you are strapped on a. budget, you know, you

see somethlng like those biodegradable diapers, as an example,
but they're so much money, it's 11ke_you can't afford."
(Aurora Female) : ' - :

The environment is v1ewed as ' a global .issue. Only 65
participants favor, while 61 oppose, giving a company a tax
break for manufacturlng .a necessary, but dlrty, product
overseas. . : '

"Well, if they go out and they pollute another country, that
pollutlon is just going to wash into our country eventually.
.It's the same earth." (Hartford Female)
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V. HEALTH CARE

Discussion Points

»The_ health care dlscu551on generated an 1mmed1ate emotlonal

response, calmed only by the wrltten questions.

The topic was 1ntroduced with a. general question on what people
thought about the health care system and why they thought health

‘care costs were escalating. Partlclpants were then asked to choose

in writing between an option requiring every  American to have
affordable health insurance (with the government providing coverage
for the poor) and a system by which the government would provide
all health care and services to every American. The second written
questlon dealt with whether or not the amount of money a patient

‘can win in a lawsuit should be. limited, and is based on the

assumption that some people blame the rising costs of health care
on the increase and costs of malpractice lawsuits.

' Key Findings[Verbatims'

© . The ‘condition of the Amerlcan ‘health care . system engenders
* strong and immediately negative responses from people. They
react with anger and with fear.

"It stinks." (Aurora Male)
"It's scary." (Aurora Female)

~ "It's gotten out of hand somehow. The prices that are
involved are ridiculous." (Scottsdale Male)

"and the service is. terrible, even if you are insured." -
(Scottsdale Female).

o The costs of new equipment, research advanc1ng techonology,
greed, malpractice suits, and health insurance are among the
reasons people believe health care costs continue to escalate.
Adding more doctors and dentists was not a.convincing argument
for lowerlng costs. :

"Hospitals charge too much. I pald $2 50 for one band-ald...I
should have at 1least gotten to  keep the "whole box.".
(Scottsdale Female)

"Insurance companies. They don't even have to report their
~income (sources) or pay taxes on them so you don't even know
whether the.premiums you pay are fair." (Scottsdale Male)
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"We need to take the lawyers out of it." (Aurora Male)

o The debate over a role for the government in health care and
services continues to bring more division than resolution. Of:
the 82 participants,’ss preferred the concept of individual.
affordable health insurance (with government paying for the
poor), while 27 said the government should prov1de health care
‘for every American.

"It ought to be done 1like cCanada. . .Socialized?. .

.yeah...but I hear such horror stories there and in England.",‘v

A (Two Richmond Females)

"There .are horror stories here too where people go broke
because they have to pay for their own care." (Richmond Male)

"I thlnk there should be cllnlcs for everyone and if you can't.
afford to pay, the government pays for it." - (Hartford Male)

"What about a floating rate? The more money you have, the
more you pay (Hartford Male)

"I think you have trouble pollclng these thlngs. Like even .
defining the word 'poor'." (Scottsdale Female) s

"The insurance companies should be forced to come up w1th some.
plan, a reasonable plan." (Hartford Male)

o  Placing some kinds of limits on malpractice proceedlngs is a
" popular idea. Patients, lawyers and the medical profession
all share some responsibility in this area.

"Lord knows you can't turn the TV on now without having

someone try to convince you that whoever it was that gave you

a fender-bender last week, you probably ought to take them to
court and screw them for every penny they or more likely thelr
insurance company has." (Richmond Male) ’

"I think there should be definite limits as to what is covered
or how much you can get in a lawsuit." ~(Scottsdale Female)

"Who would set the limits?" (Riverside Male)
"You can help health care a hell of a 1ot. . .hang all the'

lawyers. = In fact, it would probably help a lot of other
people -too." (Scottsdale Male) :
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VI. ATTITUDES TOWARD CONGRESS .

Dlscu551on Points

" The subject of Congress came up at various p01nts durlng the

discussion. During  the general issues discussion, participants:

. were asked whether their opinions of Congress have changed because

of the War, and.later were asked what advice they would have for
their Congressman if he/she were there in the room. .

‘At the-end of the dlscu551on, governmental and. Congress1ona1 reform
were discussed directly. Written questlons tested campaign finance

-reform, term 11m1tatlons, and 1ncreaslng the size of the House of"

Representatives.

. 'Key Findingslverbatims

‘ro : Congre551onal 1nvolvement w1th the War dld not really changea

participant -attitudes towards the institution. Instead, the
War debate caused participants to ' ask why. Congress couldn't
always be -so speedy and relatlvely unlfled., :

"I was amazed at the speed in whlch they could move on this,
- speed’ notg ‘being “ one of the more notable qua11t1es of
Congress." (Rlchmond Male)

' "They took a stand. I will be the first to admit they usually
don't, but this t1me they did, wh1ch I think was good."
(Aurora Male) . _ :

" .0 . The anti- 1ncumbency mood that began to manifest 1tse1f in

October 1990 has not: changed, part1c1pants voiced a deep - and
bitter frustratlon w1th Congress.' ,

o Thls frustratlon runs deeper than the wusual "bums in
Washington" sentiment. Instead, part1c1pants articulated

- specific negatives about the 1nst1tutlon -~ most of which
revolve around accountablllty. ‘ '

bl wonder if there s any way Yyou could make them do .
someth1ng°".-.I don't know if they're doing anythlng except -
if some big issue will come up now and then, they get their
name on it so they .can say that, yeah they re there doing
somethlng " (Riverside Male) .
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"Most of the Congressmen -- hey, it's a big business for thenm.
‘They're in for as much as they can get out of it. . Most of the
Congressmen that I know, they're not in business for the
people, they're in business for themselves. I think they
should concentrate more on our needs than on their- needs."
(Scottsdale Male)

"When they are at that point of making that decision, that

_ ' decision should be based on us, not on their future in the
Congress. And I just have this feeling that so many of them
are thinking about themselves and their well—belng ahead of my
well -being." (Richmond Female) ’ .

"These people are supposed to represent what the country wants
and either we're not making ourselves heard, we're not scaring
the heck out of these congressmen and senators and. letting
them realize that,: listen, if you don't start reflectlng our
feellngs. . (Aurora Male) : '

_o ' Partlclpants are concerned that because of the b1g money 1n'
politics, that their voices are not heard by Congress.

'"I'd llke to ask him to do what he can to ellmlnate PAC money.
Get back to the basics of’ who he represents." (Aurora Male)‘

"It's possibly worth mentioning about the PAC situation w1th

respect to large donors and large money and so. forth entering
- campaigns and what a candidate's responsibility to those klnd
" of donors might be." (Rlchmond Male)

"Years ago you could go in and see a congressman or senator
and sit down, take it easy and discuss the issue. Now if you
don't have a check for a speaking engagement. . .you're not
going to get in to see that particular person." (Aurora Male)

e) Participants, frustrated by a percelved direct relation

' between money and power, favor significant campaign finance
reform. By a count of 78 to 7, part1c1pants support requiring
Congressional candldates to ra1se 75% of their money from
within the district.
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"If they have to rely on the people in their district for the

bulk of their campaign money, they're more likely to listen to'

them and work for them, but if some big: corporation says we're

going to give you $7 or-$8 million, lower our taxes and 1gnore

the fact that we're pollutlng the environment and that we're
- doing this ovéer here and we're d01ng that over there."
- (Hartford Female) o

o Participants'were generally supportive of;term limits, with
some groups voluntarily introducing.the subject. Asked which’
was. better for increasing competition in Congress1onal races,

61. opt for term limits, and 20 prefer campaign flnance reform.

Another six people sa1d both should be done.,‘

“"Limiting the number of terms for a congressman. I don't know
-if I like that idea or not. You mlght be weeding out some
good. . .you might be eliminating some good congressmen. Just.

' because they're there for 10 or 20 years that- doesn't'
necessarlly make. them a bad one." (Aurora Male)

"If you 11m1t that term too, you're giving them just X number
of whatever. to make their mark. You know, if they don't build
their monument in that amount of t1me, thelr term is over."
{(Richmond Male) » : -

o '-Desplte‘ a percelved dlstan01ng between Washlngton and
‘themselves, participants were generally opposed to increasing
the number of Congressmen. Participants are so cynical about
Congressional. perks and spendlng that enlarglng the House is
viewed 51mply as creatlng more problems.

‘M"The same number of congressmen. .Jeez, don't pour gas on the-
fire. (Aurora Male) ‘ ' :
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VII. SUMMARY OF KEY FINDINGS

o Behind all the concerns, ‘fears and asplratlons about the
: -economy, ‘education, the environment, and other- issues, there
- is a common thread in these focus groups =-- the current
difficulties and rough times facing the American family.

The issues discussed radiate -out from the family like the
spokes on a wheel; the economy, education, health care, the
environment -- all are placed within the framework of the
.family. . - T :

‘The famlly is viewed as the very fabric of the soc1ety, and it
is belng stralned w1th all the rapld changes. ‘

‘"o Whereas one polltlcal party tends to sée the country simply as

individuals, and the other party views the nation simply as

communities, these people describe a community of individuals,
where rlghts and respon51b111t1es go hand-ln-hand.

o - »Partlclpants feel that there "is a .decided lack of
accountability in the natlon's polltlcal corporate, -and
societal leadershlp A ' '

This lack of accountablllty' has led to a deep sense of
mistrust ' in our institutions (with the exception of  the
military). ' . : .

The stunning success ‘and rapidity of the Persian Gulf War
- suggests to these part1c1pants ‘that America should harness
. that strength, that’ sense of purpose, to attack its domestic
problens. However, failure to do so will probably deepen the
lack of trust in America's leaders. People seek boldness and
action from the1r 1eaders. '

-(There is a recognltlon that apathy on their part as.
individuals is a factor).

o 'Prlnc1ple5' of freedom, opportunity, carlng,‘ hope, and
incentive are deeply felt by these part1c1pants. Yet, they do
-not seek ideological answers solely of the right or of the
left. They did not volunteer dlfferences between the .two’
political parties on the issues. ' Instead, they look for
. common sense solutions to their everyday -- and future --
problems and concerns. .
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VIII METHODOLOGY AND NOTES

It is 1mportant to remember .the purpose, and therefore the,
limitations, .of focus groups. Focus groups are dqualitative
. research. That is, instead of seeking' ‘statistically-measurable
data, focus groups seek to explore in-depth the language and

attltudes that people hold on a subject (or subjects).

‘There is no statistical validity to this project. However, the
.themes explored in this paper ran like a common thread through all

nine - groups. We were careful not to rely solely on one comment or
' one group in drafting this executive ‘summary ; ‘instead the points
nade here were made across America. . Co : '

A total of nine focus groups were conducted in f1ve cities in the
span of eight days. Two groups were conducted in each 01ty, w1th_
the exceptlon of Rlchmond .

Date., ‘Site E : 'Research Company " Moderator

2/27/921 Richmond, VA North American- Research ‘Wilma Goldstein -
2/28  Hartford, CT 'Hartford Research Center  Wilma Goldstein
3/5 _ Aurora, IL Facts in Focus Glen Bolger
3/6 Scottsdale, AZ Quality Control Services Glen Bolger
3/7 _ Riverside, CA Field Management Assoc. - Glen Bolger

Partlclpants were screened for reglstratlon, recent partlclpatlon.
.in a focus group (those who had within the last year were not -
eligible), political or media employment, and partisan commitment..
~Partisan commitment was measured on a five point scale,'and any
base Republican or base Dembcrat voters were screened out.

' The research companies were 1nstructed to recrult a mix of age and

. gender participants. In all, 84 people participated in nearly 16

hours of discussion.

| - The discussion gulde'was developed by The- Congre551ohel instltute,
Inc., with the advice of Congressman Jon Kyl and survey research
profe551onals Wllma Goldsteln and Glen Bolger.
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The Republican Health Care Task Force has’ agreed that we need to '

develop a proposal that will preserve the positive aspects of our current

health care system, and correct the elements that are not working

1dent1f1ed the follow1ng pr1nc1ples of health care reform:

~l. ) Retain the current system of employer based health care coverage
‘and let it serve as the. foundatlon for expandlng health care -

'coverage to the uninsured.

We have

2. - Create additional tax incentives that will encourage employers to
: ' offer health insurance and self- employed 1nd1v1duals to buy health
insurance. : . .
3, Implement tax 1ncentives that will encourage 1nd1v1duals to- 1nsure

‘for long term health care costs

4, - “Design incentives for employers to. band- together to lower
n administrative. and marketlng ‘costs of insurance, to increase

-purch351ng and negotlatlng power,: and to spread the risk of small

,"groups over larger numbers

5. _'%Encourage change that will let states and insurance carriers

guarantee affordable, basic ‘health insurance. This can be done by
overriding or ellmlnating state mandated health insurance benefits,

creating mechanisms for handling hlgh risk, -and. reformlng small

market insurance. practices

6. ‘~'Create either through incentives or mandates, a mechanism whereby
'~ . states can implement medical malpractice reforms that include tort

" reforms, alternative dispute resolutlon mechanisms
protection reforms

and patierit

7. Retain current effective health’ dellvery systems but expand them to

serve more. of the poor and ~working poor.

8.  Direct: sub51d1es either by tax credit or voucher , to the poor and :

working poor that will “help assure them ch01ce in purchasing health

care..

9. :.,Build quallty and effectiveness into all aspects of the health care

system with ocutcomes research to develop effective physician
guidelines, and quality systems that monitor patient care on an

ongoing ba51s

¢



' _SHALL GROUP HEALTH INSURANCE REFORMS

Thls proposal bullds on the reforms of the National Assoc1ation of
Insurance Commissioners (NAIG) and the Health Insurance Assoclation of

- America (HIAA). The proposal - requlres NAIC to develop. the details of

certain insurance provisions. A precedent was established for using NAIC

,“1n OBRA '90, which directed NAIC to develop standards and requirements for
Medigap health insurance p011c1es : . S

I FEDERAL: REQUIREHENTS
o . -All carriers in the small group market will offer either

(1) MedAccess}fa ba51c‘hea1th_care plan}_that iSrexempt from state
mandates OR" " ) ’ ‘

. (2) Two health insurance plans, a ba51c health care plan and a
richer benefit plan that are - exempt from state mandates - OR

(3) MedAccess, the ba51c health care plan plus other plans that
" could .be exempt from state mandates if the plans.meet the guaranteed
~issue and other consumer protection standards. - :

) The task force has not resolved,the extent to which it wants to .
override state mandated benefit laws. Option #3 imposes a broader
override but it allows the market and consumers more options in =
developing appropriate health care plans ‘ ,

o pMedAccess is a- low cost pollcy that covers bas1c medical hospital

and. some preventive beneflts The plan may be indemnity or managed-
" care. : ‘ : : —
o The National Association of Insurance Commiss1oners (NAIC)-w1ll

‘define the .benefits in the plans, develop the details of the
consumer protections, develop rules that will govern premium o
increases for renewals of mandate-exempt products, ‘and develop
models for handllng high risk 1nd1v1duals and groups

o States will implement, monltor execute and- enforce the regulatlonsv
“within' 2 years of enactment. They may among NAIC models. to handle
the high risk in.this market or ‘develop a separate plan which must
ultimately be approved by the- Secretary of the Department of Health
and Human Serv1ces (DHHS)

o If states do not 1mplement these requirements the Secretary of DHHS -7'

will enforce these provisions, make MedAccess available in the::
" state, -and set up. the federal model for. handling hlgh risk

1nd1v1duals
f;II; 'n'CARRIER REQUIREMENTS FOR HEDACCESS AND MANDATE EXEHPT PRODUCTS
o TGuaranteed Issue -- all carriers in the small market must accept

every group and every person w1thin the group that applies- for the
ba51c or standard plan :



III.

Iv.

,CONSUHER PROTECTIONS FOR MEDACCESS AND OTHER NEW MANDATE EXEHPT

SMALL GROUP POLICIES

Pre- ex1st1ng Condltlons leltatlons (PCL) -- carriers must limit
PCLs to .no more than 6 months’ 1n the past and 12 months in the

’future from the date. of 1ssue

'Once an - 1nd1v1dual has fulfllled a PCL -they do not: have to fulflll

danother if they ‘change’ JObS as 1ong as there is no more ‘than a 60

_day break in coverage

Carrlers cannot make an employer wa1t1ng perlod a condltlon of

coverage

L1m1ts on Premiums -- carriers may establlsh rates on factors like
geography,,demographlcs, industry and plan des1gn Rates Wlthln .

51m11ar groups cannot vary. more than 2 to 1.

-Dlsclosure of Ratlng Practlcesi-- carrlers must fully dlsclose

rating practlces

Certiflcatlon Requlrements -- carrlers must flle an arinual actuarial
certification with the state and- must also be reglstered with the

‘state Insurance Comm1551oner

.Renewal of Premlums =- carrlers must renew the pollcy if the group

wants to renew, with exceptlons for fraud, non- payment of clalms

. etc.

CARRIER PROTECTIONS AGAINST HIGH RISK - FEDERAL HODEL

" If states. do mnot comply w1th these prov151ons the Secretary w111
. make MedAccess avallable, and establish .a mechanlsm to handle the

h1gh risk in the small group market

The - task force has not decided the best type of federal model to.

E include in the proposal. . Several options. are (1) a federal excise 1.‘

tax on all employers in the state, (2) an assessment or fee against'?.
all carriers in’ the - state, (3) an assessment on all health insurance -

'policies in the state.
',TRANSITION PERIOD FOR NON EXEMPT SMALL GROUP POLICIES

: _Within 5 years, jall old- plans will be bound by the standards '

described in III



cosT CONTAINMENT MEASURES AND INCENTIVES FOR MANAGED CARE
I. . TAX - INCENTIVES FOR MANAGED CARE

Employer health plans are - subJect to an excise tax. unless it- is” av
conformlng or quallfled plan. A conformlng planrls either:

o - a managed care plan, or

ho -a plan that prov1des a level of-co- payments or deductlbles (other
. than for well-baby and prenatal care). equal to at 1east 30% of the
actuarial value of the -plan. .

'SAFE HARBOR PROVISION
A plan is deemed a conformlng or qualified plan if the employer
contribution to the plan does not exceed (on average) $l25/month for
. lnlelduals or $300/month for famllles ) o

DEFINITION OF A MANAGED CARE PLAN

T A managed care plan 1s one.that'

0 ‘arranges w1th selected prov1ders ‘for furnlshlng health care:
services, :

o prov1des exp11c1t standards for selectlng those prov1ders

o thas formal programs for ongoing quallty assurance and utlllzatlon

rev1ew and

o. provides 51gn1f1cant financial 1ncent1ves for beneflclarles to use
providers and procedures associated with the plan :

IT. "MANAGED CARE RIGHTS
»The following prov1510ns of state law are preempted and may not be
enforced for 5 years:

o 'any law that restricts the ablllty of a carrler to negotlate
reimbursement rates w1th prov1ders or to. contract selectlvely w1th
any prov1ders R

.0 any law that 11m1ts the copayment ‘that a health beneflt plan may
: requlre a beneflclary to pay when a non- plan prov1der is used,

o any law that prohlblts utlllzatlon review of any or all treatments

and conditions, requires that the reviews be made by a re51dent or

board certlfled practltloner of the. state 1n whlch the treatment is
offered - : :

o any- law that requires the use of spec1fied standards of health care-
practice in those rev1ews or requlres the dlsclosure of spec1f1c
- criteria, : : :



o '-'requlres payments by prov1ders 1n response to utlllzatlon rev1ew
requests, or = - o '

Lo} 1mposes llablllty for delays in performlng such review,

The task force has not resolved how to assure that utillzatlon
review firms do not deny needed care. :

III. f_TAX INCENTIVES FOR SELF EMPLOYED INDIVIDUALS
o Self employed 1nd1v1duals are allowed a- 100% deduction for health

‘insurance if the plan meets the requlrements descrlbed in section I -
above. - Thls prov151on would be phased in over a 5 year perlod

IV. - GAO STUDY -

’

No later than 4 years after the enactment - of this b111 GAO shall submlt
a report to Congress on the benefits and.cost effectlveness of the use of "
‘managed care in the. dellvery of- health serv1ces
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COST CONTAINMENT AND MALPRACTICE REFORMS

t The task force has agreed on the elements of reform for tort patient

protections and alternative dispute. resolution -systems. The task force has
not resolved the degree to which the federal government should preempt
state law

NS FEDERA.‘L; TORT REFORMS include:

o periodicfpaymentsVof damages_aWarded,
o collateral'source.rules" o
o a limit of $250 000 ‘on’ non-economic losses, :

0 limits on attorney s fees ,anq‘

‘o a'narrowed statute of 11m1tations

‘II. O' PATIENT PROTECTION REFORMS would require states to. assure the-

Secretary. of the Department of Health and Human Serv1ces (DHHS)
that: :

‘o the'state'agenCy,responsible'for the conduct:of disciplinary
, actions is funded sufficiently“to carry. out'its'duties

health ¢are prov1ders have early warning systems that . detect
unsafe practices

liability 1nsurers require patient safety programs as a
",condltion of maintalning 1nsurance for health care: prov1ders

o state and local medlcal societies participate in rev1ew1ng the
practice patterns of 1nd1v1duals who endanger- patient safety.

III. - ALTERNATIVE DISPUTE RESOLUTION SYSTEM _GRANTS' would be given to’
: states to implement innovative systems for compensating individuals.
injured while undergoing medical care. Systems that would qualify:

are:
o” fault-hased'administratiye systems,
o definedféa;éstrophic injury compensation systems,
o early offer and.recoyery»mechanisms, o
o binding'arbitration or

o . the Secretary could authorize other programs within the state that’
are cons1stent w1th the purposes of this bill ' :

IV, . ~RESEARCH GRANTS would be given to states to conduct research on.

preventing- and compensating 1nJur1es due to malpractice



. ‘LONG TERM CARE (LTC) REFORMS

o

These reforms draw from the proposals ‘of, John Rhodes Bill‘Gradlson,
French Slaughter and Nancy Johnson o : - ' '

Tax treatment of ltc ‘insurance plans would be. changed to treat lte
‘insurance .in' the. same way as accident and. health 1nsurance for
purposes of 1nd1v1dual .income’ tax deductlons o .

Employer payment of premlums would be. excludable as health:.
‘insurance premiums are. .now under ERISA plans . LTC would bé

-4perm1tted as.a qualified benefit under a cafeteria plan and so. the

beneflts would not: be taxableas income.

Llfe insurance policies could be exchanged for quallfled lte
.insurance and the exchange would ,not be taxable

Accelerated death beneflts from a 11fe 1nsurance pollcy for ltc or-.
terminal 1llness would be excluded from 1ncome : -

Accelerated death beneflts would not change the tax status of e€ither
the policy as llfe insurance or the company as a llfe insurance :
company -

LTC benefits are 11m1ted to- 1nsured 1nd1v1duals who must be
certified by a licensed. health care practltloner as belng unable to
perform at least 2 Activities: ‘of Dally Living (ADL). '..The pollcy s,
"benefits must be used prlmarlly for serv1ces prov1ded elther in an
lnstltutlonal settlng or at home.

LTC insurance is. prohlblted from being’ used as a.tax favored
investment. LTC policies are prohibited from hav1ng .a cash
surrender value 'This prohibits 1nd1v1duals from using any 1nslde'
bulld up except for ltc protection.

The amount of tax favored benefits -is also - llmlted to $50 000 The’

‘amount of non- taxable beneflts payable in any one year is capped

Monie's: ‘withdrawn from 1nd1v1dua1 retlrement ‘accounts (IRAs) or. 401k

plans would beexcluded from gross 1ncome if. those amounts, were used .

“to buy quallfles Ite p011c1es

- A §2, 000 refundable credit is prov1ded for custodial care of certaln
dependents in the taxpayer’'s home This allows the’ taxpayer to
receive a refundable credit for expenses for ltc services prov1ded
to certaln lndependent persons requlrlng such cdre, :

Thls credit- would equal 25% of the quallfled 1ltc. expenses up to-
$2,000 but would -only be permitted. to taxpayers below 150% of the
poverty: level.. The’ credlt is .phased out by subtracting $1 from the
credlt for every $5 of income above 150% of - the poverty level
Establlshes the Federal LTC Relnsurance corporatlon to provide for
the relnsurance of insurance companles for extraord1nary loss in



the payment of beneflts for quallfled lte insurance. This provision
"sunsets after 5 years. : : ) T

‘Increase the Medicaid'resource‘spend down'lével by $10,000 for: .
individuals and by $15 000 for couples who insure for the flrst year .
of 1tc : .

Permlt federal employees, federal retirees, and the1r spouses to
convert a’ portion of- their life insurance coverage to ltc coverage
on ‘a tax-free basis. Premlums are paid for by the part1c1pants at
‘no cost to the government
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Civil Rights: How We Can Win

by Congressman Bob Livingston

(Washington) -- The momentum is building for a counterassault the likes
of which have not been seen since MacArthur hit the shore at Inchon.

The issue is civil rights, or more accurately, the skewed
definition of civil rights encased in various Democratic bills during
the last few sessions. All of us remember the slings and arrows that
accompanied a vote against these sugary-sounding bills last year and
during the 1980's: We were labelled as reactionaries. Our devotion to
Constitutional principles was questioned. Democrats, playing their own
"race card," even suggested that we were deliberately turning our backs
on minorities. Most infuriating, though the "racist" sobriquet was not
used directly, the impression was cultivated.

Though nearly all of us were participants in the furious civil
rights debate on the House floor last year, I still think it
appropriate to review some of the fight's highlights. In the summer
and fall, as Kennedy-Hawkins wound its way through Congress, proponents
steadfastly refused to temper even the most extreme provisions of the
bill. They assumed that since this was an election year, the President
would sign the bill no matter what it contained. Even if he vetoed it,
their thinking went, enough Republicans would fear voter backlash and
vote to override. If the bill failed, the GOP would then have the
albatross around its neck of being "anti-civil rights."

Well, something funny happened on the way to the executioner's
block. The American people spoke up loudly and they were not on the
side of the quota-pushers. I am not aware of one GOP incumbent who
lost his seat last year due to his vote on the civil rights bill. I am
not aware of one GOP candidate whose race was affected more than
tangentially by his vote on Kennedy-Hawkins. If anything, the opposite
is true: Hotly contested races in California and North Carolina were
decided in our favor thanks to an anti-quota fever.

Voters throughout the country are sensing a new, and disturbing,
character in today's civil rights movement. No longer is the goal to
make America a "melting pot," as is the aim of the 1964 landmark case.
No.longer is the goal to ensure that Americans can live where they
choose, as is the aim of the 1968 Open Housing Law.

The new civil rights laws are pushing an agenda antithetical to
the doctrines of equality of opportunity and no special privileges.
They try to engineer results, not just level the playing field.

My purpose is not to argue the legal intricacies of today's civil

(over)



rights proposals. (Although, it should be mentioned that the crux of
Kennedy-Hawkins -- the transferal of the burden of proof from the
plaintiff to the accused -~ is a stunning rejection of the past seven
centuries of English common law!)

Rather, it is to argue that Republicans need not be defensive
about our commitment to civil rights.: We need to take the battle to
the Democrats and make them defend their proposals. For too long, they
have been getting a free ride from the media and from general public's
lack of interest.

Fortunately, however, the public'seems to be waking up to the
evils of "civil rights run amok." There is a newfound concern over
the granting of spec1a1 privileges (quotas) or the mandating of so many
strictures that ipso facto, the result is quotas.

A recent survey commissioned by civil rights groups, and reported
in The Washington Post, showed a marked and telling reversal in the
public's perception of today's civil rights movement. The survey
concluded that, "[C]ivil rights organizations and proponents of civil
rights were no longer seen as... addressing generalized discrimination,
valuing work and being for opportunity. The proponents weren't seen as
speaking for those values."

Importantly, this study, which included a national poll and focus
groups, found no evidence whatsoever of a resurgence of white racism or
opposition to fundamental principles of equality. Actually, it showed
the reverse -- the voters strongly supported basic egalitarian notions,
including equality of opportunlty

What is partlcularly intriguing is that these views are held most
strongly by key swing voters -- blue collar voters, economically-
marginal younger voters, and ticket-splitting white Southerners. These
voters, by themselves, may not be as 1arge as other groups; they are,
however, crltlcal to reaching 51 'percent in an electlon.

These results, and the results of similar polls, could give pause
to the Democratic leadership's desire to push this year's updated
Kennedy-Hawkins. But don't bet on 1t

In that case, we must be ready to counter their charges. Many
Republicans may find that uncomfortable, particularly glven the recent
emergence of someone like David Duke.' However, there is no reason to
abandon a legitimate and politically potent issue, just because a
charlatan like Duke has thrust himself in the middle of it. 1In fact,
-if we refuse to push the counterattack on civil rights legislation, we
leave the arena clear for someone precisely like Duke to define us and
what we believe. He would become, by,default the conservative
spokesman on this issue.

We cannot allow this to happen -- nor should we. For too long, we
have been tentative at best, and defensive at worst, about our civil
rights views. Now the tide has turned and public sentiment is running
in our favor. We should make the most of it.

&
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. Executive Sunzrnary

National highway policy rests on two pillars: adequate funding and measures to help existing .
roads and future spending be as effective as possible in meeting transportation goals. Beli¢ving that -
too little attention has been paid to the second pillar, the undersigned members of the .Wednesday.
Group offer this policy statement. The statement. presents findings and recommendations that we
hope will broaden the policy debate surroundmg reauthorization of the federal highway program in

.Members of the Wednesday Group find that: o

The era of intensive highway construction has come t6 an end.

Everything is not crumbling apart,. falling down, or becoming gridlocked. Rather
than confronting an "infrastructure crisis,” policy makers are facmg a manageable .
challenge that demands 1nnovat1ve and dehberate thinking. ‘

Problems often reflect state and local: mvestment decxsrons not profound f arlures of
federal policy.

- The public strongly supports inf rastructure investment and renewal.

) ‘State and local ‘governments have not exhausted their inf rastructure f inanci‘ng options.

Federal spending plays a crucral role in pohcy, but it is not a panacea for highway
problems. )

Based on these fmdrngs members of the Wednesday Group recommend that

: Federal hlghway polrcy should encourage efforts to mamtam hrghways and improve
‘their ab111ty to handle traffic.

The.federal government should reward state and local efforts to meet needs. Two

possibilities are: (1) creating‘a federal financing mechanism that encourages the states
- to increase investment in h‘ighWays ‘on the federal-aid system; and (2) subsidizing
_investments in commumtres facing structural d1f fi 1cult1es in issuing debt.

. Federal policy should support 1nnovat1ve approaches to hrghway finance. States for

example should be permitted to use some of their federal aid to enlist private fi irms
1n the constructlon and operatlon of new highways. C

A hrerarchy of f ederal concerns should be created wrth more aid gomg to roads of '

hlgher natronal rmportance
Ways should be found to stretch the ‘mileage obtamed from each dollar spent in .

meeting highway and infrastructure needs. Options include increased research and
development spendmg and ehmmatron of sources of delay and expense.

N
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INTRODUCTION

Expanding the Highway Policy Debate

According to the pundits, second-class roads and bridges are leading-fus to_ward a sec_:ond-
class future. Our transportation system is on the verge of collapse; and congestion is threatening to’

-gridlock our highways, it is said. The standard conclusion is that if Congress does not double or
triple federal spending on transportation,-the nation’s quality of life and the ability of American.

firms to compete abroad will be at risk.

Certainly, the national economy and American mobility depend on the  country’s
transportatron system, which in turn relies on a strong partnership among all levels of government.
Yet the tone of alarm and the calls for massive spending hikes that characterize the conventional
wisdom about infrastructure are misplaced. Indeed, alarmism may actually undermine our ability
to meet transportation needs by diverting attention from reforms and creating a perception that

problems are beyond redress.

This argument should not be misunderstood; the Wednesday Group’s research has revealed

© many problems in the nation’s highway network. But the research also shows that:

+ Although deficiencies afflict many parts of the hrghway system, they are concentrated
in certain pockets of the country. Indeed, on average, pavement conditions' in the
nation improved steadily during the 1980s. Moreover, the interstates, which are the
roads of most 1mportance to the country, are the roads'in the best shape Congestion,
though has been growing and is a difficult problem.

« - Public investment slipped after the 1960s but has recovered. The states in particular
deserve recognition for increasing highway spending in the past few years after
letting it fall in the. years leading up to the late 1980s. The states can generate
highway and inf’ rastructure revenues, but federal polrcy must provide encouragement.

This good news, though "does not allow for complacency Sustaining the gains of the 1980s
will cost a substantial amount of money and will require a-vigorous political effort at all levels of
government. Programmatic reforms, however, are also necessary. Without innovative thinking about
the way we spend our highway money, we are almost certain to fail to provrde a transportation
system that serves the economy in the way we would lrke

. Such -reformsv,are not easy to achiéve, however. To bring attention to them, members of the
Wednesday Group have focused on ways to stretch the mileage that Congress gets from every dollar.
it puts into highway programs. In particular, Wednesday Group members have looked at policies to -
improve the effectiveness of the federal-state partnership in building and preservmg roads of
national importance. This effort has led the Wednesday Group to propose a change in the way the
federal government disburses highway assistance to the states.

" This statement presents findings and guidelines that we hope will inform policy makers in
their work on the highway reauthorization, which comes before Congress this year, While the
statgment focuses on highway policy, it is relevant to other infrastructure programs as well. Two -
Wednesday Group reports, "Highway Policy at a Crossroads" and "Public Works and Public Dollars,"
provide the analysis on which the statement is based. The latter paper in partrcular prepared by
Professor Heywood T. Sanders of Trinity Un1vers1ty in San Antonio, Téxas, contrlbuted to the

statement.



Wednesday Group members Bill Clinger, Larry Coughlin, Tom DeLay, Bill Gradison, and
Tim Petri have led the Group’s infrastructure project. They and other members of the Wednesday
Group will use this statement to develop specific proposals for the highway reauthorization bill. In
addition, the American Enterprise Institute, in cooperation with the Wednesday Group, is sponsoring
an infrastructure conference on February 4, 1991. The conference will bring together leading public
officials, scholars, and transportation interests to discuss infrastructure issues and the highway

reauthorization bill. -

Steve Bartlett'
Bill Clinger
Larry Coughlin
Tom DeLay
Bill Gradison

Fred Grandy
Bill Green
Paul Henry
Amo Houghton
Andy Ireland

Nancy Johnson
Jim Kolbe
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"The follow’ing Wednesday Group members have endorsed this policy statement:

Jim Ramstad
Ralph Regula

. Marge Roukema

Bill- Thomas
Fred Upton
Yin Weber_ -



FINDINGS

The Problems to Which Policy Must Respond

_The- Wednesday Group ‘began this pro_|ect concerned that a lapse in federal transportation -

responsrbrlmes was threatening the country’s mobility and economic health. The reality, we have

. found, is that national highway problems are not as dire as often claimed. And the federal

government is not the lone culprit for the deficiencies -- some serious -- that do exist. As one

would expect in a nation as large and diverse as ours, problems and the public responses to them

have differed markedly across the country. The’ hrghway reauthorization bill must respond to these
reahtres, whxch we descnbe below

l‘Finding‘: Q 'T-he era of intensive highway oonstruction hns come to an end.

In 1956 the federal government set out to build the interstate hlghway system.
Three and a half decades later, the job-is nearly complete. A massive public
investment has linked most of the nation’s population and commercial centers, and
it is now tifme to preserve the investment. Federal aid, however, does little to
encourage investment .in maintenance to retard deterioration and to prolong the
longevity of roads and bndges In fact, some analysts contend that federal aid creates
incentives not to invest in proper maintenance.. If this is so ---and the data are not
clear -- federal policy is unnecessarily mcreasmg the ultimate costs of provrdmg

. transportatlon mfrastructure

Certam high- growth areas provide the exceptron to this finding. In these
areas, projects to relieve congestion are a high priority. Federally sponsored
construction, however, cannot by itself solve acute traffic problems. These problems -
are for the most part a regional, if not a local, phenomenon and require the active
1nvolvement of state and local governments -In addition, new construction is an
expensrve and -uncertain policy for alleviating congestion, 1f unabetted. by programs '
to.increase the traffic volumes that highways can handle. Finally, new construction
alone cannot prevent backups resulting from vehicular incidents. Such incidents may
account for up to two- thrrds of all congestron .

" Finding: Everything'is‘ not cruin_b]ing apart, falling down, or becommg gridlocked.

Although the popular 1mage of mfrastructure is one of decay and massrve
need, reliable national figures indicate that problems are concentrated in certain -
pockets of the country. This is true .of both structural and capacrty problems.

~ Congestion afflicts many stretches of the highway network like those in southern
- California, but that area’s problems are not typical; New York State’s enormous
bridge problems reveal little about the needs of its neighbors; and poor interstate
highways in Mississippi or Missouri do not mean that roads in other states are bad.

Indeed, pavement conditions on the nation’s hrghways improved steadily,
albeit only slrghtly, during the 1980s, -In eighteen states, less than 5 percent of the-
interstates are in deficient condition; in fully thlrty-one states, less than 10 percent
are. defrcrent At the other end of the spectrum, in five states 35 to 40 percent of the



interstates are deflclent Some pIaces suffer from mfrastructure problems but an -
1nfrastructure crisis" is not loomrng for the nation.

: Fmdmg Problems often reﬂect state and local mvestment decls10ns, not profound failures A
of federal policy.

P

State and local offrcrals like therr congressronal counterparts tailor their
budgets for maximum political returns. - Often, they have little incentive to boost
own-source spending on roads and bridges. After all, federal aid finances many
activities at very low cost to recipients, and voters 'might reject bond referendums and
tax hikes. If state and local political leaders are not commrtted to transportation
investment, roads and bridges can langursh as budget priorities -- to the detrlment
of local and national mterests -

: State and local officials are far from immune-to federal influence, however.'
Indeed, they are highly sensitive to fiscal incentives. If Congress and the =
.Administration hold out the proper carrots, state and local officials will respond with ,
policies that serve national as well as local needs. With the wrong carrots, though,
spe‘nding decisions will remain skewed against national concerns. - The important
point is that investment patterns are a product of state and local spending preferences

. and the incentives that federal aid creates. The national highway system depends

on a partnership among the different levels of government

: Finding: The public strongly supports infrastructure investment and renewal.

Contrary to the widespread belief that the public does not want to pay for

.roads and bridges, voters have demonstrated strong support for narrowly targéted

- measures to finance infrastructure investment. The rates of approval for bond
.referendums are strlkmgly high, averaging 77 percent in dollar terms from 1980 to
1988. Despite passing only narrowly after receiving extraordrnary support from the
state’s political leaders, California’s recent transportation referendums are an example
of public willingness to pay for infrastructure renewal. Our current problems cannot
be ‘ascribed either to public indifference. toward infrastructure needs: or to public
'hostrhty toward inf rastructure financing measures. : N

\

Finding: State and local govemments have not exhausted thelr mfrastructure ﬁnancmg
- optlons. ’ .

Despite trght budgets many States and locahtles have managed to f 1nance a
variety of new investments -- though often not highway ‘and bridge projects.
Mumcrpal construction of expensive tew stadiums, convention centers, and
aquariums, for example, suggests that money can be raised when a project is given

_ high priority. - Potential sources of investment capital include state ‘gasoline taxes,
narrowly targeted bond referendums, property taxes (in some cities), special taxing
dlstrlcts and the prlvate sector. .

» , Consider .the state gas tax..- Some of the states with the worst hrghway :
problems are also the ones with the lowest gas taxes. New York, for instance, is tied
for the second-lowest gas tax in the nation, despite.having nearly the worst bridges.

_And although New York relies heavily on bonds and general revenues to pay for its -
highway program, its brrdge problems alone would seem to argue for a rise in the.gas
tax. ‘California, with its serious highway congestion, also has a relatively low gas tax

o . 4



-- although the recent referendums will raise it. . These low gas taxes represent a
political choice about how to finance highway programs. As their needs mount, many
states have chosen to raise their gas taxes, Others have preferred to wait for federal
‘money. In virtually all the states, this tax, which is essentially a user fee, has lagged
far behind inflation over the past two decades. ‘ .

During this same period, many states and localities have diminished their use
of bond referendums. New York, as mentioned, relies heavily on bonds to finance
its highways. Even so, the state’s recent bond issues have not raised :nearly the
amounts of money that were being raised in the 1960s, once inflation is taken into
account. Likewise, many cities have property taxes and debt burdens that are: close
to postwar lows. . Even a city as strapped for money and as beset with problems as
Detroit has managed to issue bonds in recent years.. Detroit, however, used its bond
révenues to expand 1ts convention center, not to repair and build its roads and

: ‘bndges . ’

C1t1es and states have mcreasmgly used mnovatlve techniques to finance
public investments -- but again, often not basic infrastructure improvements. A few
examples illustrate the point. Cleveland is using a "sin" tax to generate $150 million
for a stadium and arena complex. - St. Louis recently used resourceful financing to
raise $80 million for -expansion of its convention center. And in California,
redevelopment authorities have become .a thriving public institution, growing in
number from fewer than 150 in 1970 to 333 in 1987.. These redevelopment authorities
have raised and invested more than $4 billion, despite the strictures of Proposrtron
13.

This discussion intends not to call the budget. priorities of state and local -
officials into question but to point out that fi mancmg options do éxist. These options
must be tapped when building roads and repairing bridges are pressing needs.
Despite belief to the contrary, the current state and. local share of .national
infrastructure spending does not exceed postwar norms. Indeed, an examination of
spending trends reveals that in expanding investment in recent years, state and local
governments are not so much assuniing responsibilities jettisoned by the Reagan
Administration as they are resuming responsibilities that the federal government
.carried for them in the 1970s and much- of the 1980s. State and local governments
are not, in fact, being asked to invest far more in infrastructure than they ever have
in the past. They are, though, being asked to invest more than they did in the 1970s
and early 1980s.

Fmdmg Federal spending plays-a crucial role in natxonal pohcy, but it is not a panacea
for the country’s hlghway problems ' :

Numerous studies and mter‘est groups are calling for vastly greater federal
transportation spending. Yet increased. spending cannot by itself eliminate our
highway and infrastructure problems. Indeed, a massive boost in federal spending’
does not, in many respects, seem necessary. (Certamly it is not very likely, given the
fiscal environment now and in the foreseeable future.)

-First, many reports have greatly inflated the cost of supplying the economy

- » with the highways and bridges it needs to continue to grow and prosper. A large

number of the investments identified as "pressing needs" would provide only minor

- safety or performance improvements. In addition, the contribution of infrastructure

investment to economic performance ha$ been exaggerated As a result, proposals to

“double-or triple federal spending lack compelling support. Problems certamly exist,
but in all likelihood they will not cost trxlhons of dollars to resolve.

— : ’ ) - 5
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In addition to being inflated, the price tag for infrastructure and
transportation needs has been over emphasized. The country must look not only at
how much it spends but also at how well it spends, what kind of investments it makes,
and where it spends. With innovative policies and wise investment decisions,
improving the transportation system may not prove nearly as expensive as often
suggested. Exhortations to simply "spend more" offer little guidance to policy makers
trying to stretch the value of their transportation dollars.

Finally, even if underinvestment were the nation’s only transportation
problem, increased federal spending would not necessarily be the most effective way
to overcome it. As already noted, state and local officials will invest federal aid in
ways that serve their own, but not always national, interests. If Congress and the
Administration wish to achieve specific objectives, they must give attention to the
federal grant structure and the incentives it creates for state and local investment
decisions.
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GUIDELINES

- Accounting for State and Local Preferences

Federal public works- programs must account for the likely state and local responses to the -
incentives that federal aid creates. These incentives can be thought of as "the rules of the game" for
state and local officials. The job of mayors, governors, and their legislatures is to use the rules of
the game to advance the interests of their own constituencies, not necessarily those of the nation at
large. State and local leaders can therefore be expected to encourage the federal government to pay
for as great a share of their communities’ infrastructure needs as is possible. The more federal aid

- the states and localities receive, the fewer bond referendums and tax hikes they have to propose to

their constituents.

We have found that federal policy often reinforces, rather than combats, state and local
preferences. Thus, from a national perspective, the rules of the game can present an unwelcome set
of incéntives to state and local officials. . Federal aid encourages investment behavior that is often
at odds with Congress’s and the Admmrstratron s obj Jectrves o

" The following guidelines would create incentives to help the federal-state-local partnership
achieve national policy goals more effectively. The guidelines are not specific recommendations but

- they are broad objectives that could be met in a number of different ways, some of which are

addressed below. In the next several months, we will develop proposals to implement these.
guidelines: ‘ ‘

Guideline: Encourage efforts to maintain hlghways and improve their ability to hand]e
trafﬁc.

Because the interstate system is nearIy complete, many studies urge the federal
highway program to focus on mamtammg what has already been built. There may
be another reason, though, for encouraging the states to invest in extending the useful
lives of federal-aid roads and bridges. Some analysts have identified a "construction

" bias" in national infrastructure and highway policy, that is, a preference for new
* construction over maintenance. This bias, which may cause inadequate maintenance,
has its roots in the political incentives surrounding public investment decisions.

: The source of the construction bias lies in. the tendency of elected officials
to invest in projects with the highest political payoff. Since the construction of new
roads and bridges is highly visible to voters and the media, it can provide a
considerable political dividend. Maintenance, by contrast, is not particularly
newsworthy -- rather than expanding transportation possibilities, maintenance
preserves existing options. Moreover, the postponement of maintenance exacts little
short-term political cost because the negative consequences of deferral take time to
become obvious to highway users. Thus maintenance is likely to suffer as a political
priority if it is not subsidized, while new construction exerts a strong political

" incentive even without subsidy.

Although the severity of construction bias requires more study, it could be

offset by making the matching ratios for construction and ma _]01' rehabilitation lower

- than those for maintenance. This approach was incorporated mto the 101st Congress’
housmg bill.
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To help alleviate congestion, the federal highway program should reward

" states and localities that adopt pohcres to enhance the amount of traffic the nation’s

roads can handle. - When ‘this aid is awarded, a relatively low matching ratio would
be appropriate, given the local or regional nature of traffic problems. Any policy
adopted -~ the creation of high-occupancy-vehicle lanes or incident management.
programs, for example -- .would reduce the cost of meeting demand for highway
capacity. This'‘demand is so great in some areas of the country, however, that policy
may have to verge from traditional approaches. Pricing policies, for example, can
help to control traffic volumes but have not often been used. In any event, the
country cannot srmply build its way out of its congestion problems

Guideline: Reward state and local_(cfforts to meet liceds.

State and local governments are highly sensitive to the incentives that federal
aid creates. They will spend more or less on a given activity, depending on whether
the activity is eligible for federal aid, whether the aid is "capped” or "open-ended,"
and what the matching ratio is. These three facets of the federal grant structure
create the incentives that determirie the level of ‘national highway investment at a
given amount of -federal spending. In short, a fixed amount of federal money can .
generate more or less total national investment, depending on the signals that the
federal grant structure sends to lower levels of government.

Federal grants should reward those governments that undertake the politically
difficult task of raising new investment capital. Federal policy should encourage
state officials to make investment along the federal-aid highway system a higher
priority. Several approaches bear consideration.

One option would be to match every state dollar for highways with some
amount of money from the federal government. Such an arrangement would provide
the most funds to the states that made the greatest efforts to meet needs. This policy
would involve moving from the present system of capped grants at high federal-
to-state matching ratios to a system of open-ended grants at low ratios.

With capped grants at high ratios, the states receive a given number of federal
dollars for each dollar they spend on eligible highway activities up to a designated
amount. Thus, if the matching ratio for a particular activity were 75:25, the states
would receive three federal dollars for every dollar they spent on their own. Past
the designated threshold, however, the states do not receive any federal assistance for
the money. they spend on the activity out of their own budgets, despite the
improvements - to ~ the national transportation network  that would result.
Underinvestment occurs because the states must pay 100 percent of the costs of these
improvements; yet only some fraction of the traffic that benefits from the investment
is from within the staté. Costs are not in line with benefits for state officials.

. In a different approach, open-ended grants at low ratios would bring the
states federal aid for every dollar they raised on their own, though not as much aid
per dollar as with capped grants. Under such a system, a subsrdy ‘would exist to bring
states’ costs in line with benefits. The states would no longer have to finance
improvements to the national highway system at 100 percent of cost, despite recervmg
only some fraction of the benefits. This approach would eliminate the mcentrve to

' *undermvest in certain projects along the federal-aid system.

The problem however, is that this approach would create some budget
uncertainty at the federal level. An open-ended grant structure would entitle states.

8
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to federal money whenever they undértook projects eligible for aid. To control

h expenditures, Congress and the Administration would have to set matching ratios and

ehgrbrhty criteria so that the states did not use the federal subsidy to finance an
excessive number of road projects with cheap federal dollars. The. challenge would
be to create a grant structure that encouraged the states to increase fiscal effort but
that did not result in wasteful spending. A good first step would be for the
Department of Transportation to study, through a ;de‘monstration, how different
matching ratios and eligibility criteria would affect both state investment decisions
and the federal budget. The demonstration would be conducted in only a few states -
and would be limited to a few years, enough time to evaluate the program.

Rather than. switching entirely to open-ended.- grants the federal highway

- program could adopt a system-that used both capped and ‘open-ended grants to .

disburse aid. Capped grants and relatively high matchmg ratios could finance the
federal highway program’s core activities, much as is now done. But to induce at
least some states to channel more resources into highways of federal interest, a
"reward pot" could be created. Money in'this account.would be distributed through

-open-ended grants at low matching ratios. This bonus money would be awarded to

subsidize investments in which the states were intérested but for which federal aid

- in the core program had run out. . The reward-money would reduce the price that the -

states had to pay. f or eligible pro;ects

If, for example Pennsylvania had exhausted ‘its capped grants and were
consrdermg a’'project on a road eligible-for federal aid, it would at. present. have to
pay 100 percent of the costs. - Under those clrcumstances the project might. prove
financ¢ially and pohtrcally infeasible. Money from’ the reward pot, however, could

. reduce the state’s price tag to, say, only 70 percent of the costs. At that point, the .

project mrght become economrcally and- politically worthwhile to. Pennsylvania .
officials. - If so, federal policy would have encouragéd at relatively low cost an
mvestment that otherW1se would not have occurred. And becausé the state would

" have to finance a large portion of the costs, the project would receive careful

scrutmy Runaway spendmg would be highly unlikely. B

The attraction of this system is twofold:. First, 1t would not shortchange
sparsely populated or low-income states. Federal responsibilities in.these states would
be taken care of through the core program of capped. grants. Second, the proposed
system would cause only those investments that were most needed -- that is, those
that were most- productlve --"to become economically and politically attractive. Other
investments would remain too. costly for the states to finance, desplte the subsrdy
available from the reward pot.

.A primary objective of this proposal would be to prevent the availability of
federal aid from causing runaway highway spending. The reward pot would have to

.be designed in such a way that: (1) it encouraged responsible state investment
- ‘decisions;” and.(2) it minimized federal budget uncertainty. Although political.and’

operatronal problems would stand in the way of implementing the proposed system,
nonetheless, granting some federal aid as a reward for self-help would create a strong

- incentive - for the states to redress their hrghway needs. Again, a demonstration

pro_lect would be a good frrst step

\

If the demonstratron prOJect proved successful the two track grant system

‘could be extended to the entire hrghway program. . To avoid setting up a new

entitlement, however, the reward. pot would be placed within the leglslatrve
approprratlons process. Such an arrangement would not achieve all the goals of a_
fully open-ended system, but it-would accommodate another important goal, control
over annual spending. The program would have to be crafted in a way that
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, mmlmlzed the tensron between spendmg control and ehmmatlon of the 1ncent1ves to
underinvest. ¢ .

Although slrghtly broader than the preceding proposals, another way to
encourage state and local officials to increase own-source hlghway spendmg would
* be tosubsidize’ infrastructure investments in communities facing difficulties in issuing
debt. These subsidies, limited in. amount and eligibility, could stimulate new public
investment-in some cities and towns. To avoid substitution, the subsidies would have
to be restricted to infrastructure.renewal and improvenient. To encourage recipients.
to economize, the federal share of costs would have to be low. The assistance could
be offered either through grants or through credit subsidies. In the case of credit
subsidies; revolving-loan funds are often recommended because they can link debt
repayment to the imposition o'f* new user fees on beneficiaries. '

Two types of governments would be elrgrble for the program First, cities
with unusual financial diffi iculties, such as Cleveland and Detroit in the early 1980s
and perhaps Philadelphia today, could .receive temporary subsidies to maintain
spending on infrastructure. Second, small communities -- which face relatively-high
debt costs in private capltal markets because they are small, infrequent borrowers -
- would be eligible. In both these cases, the federal subsidies would help finance
investments that might not.otherwise occur. By contrast, many proposals for national
mf rastructure banks would simply replace state and local dollars with federal dollars. -

Gmdelme. Support mnovatrve approaches to mghway finance.

At a time of tight pubhc budgets at all levels of government, the federal'
.- government should encourage state and ‘local officials to seek new sources of
investment capital. This encouragement could-come in part from the rewards for
fiscal effort already discussed. In many respects, though, the federal government can
do little to ‘encourage -innovative financing mechanisms. Techniques such as
"capturing” the land-value increases that occur along the corridors of new highways
‘and "charging" developers for the congestlon resulting from their pro Jects have been
pioneered by and require local initiative. These fi mancmg techniques may often be
) »the best way to finance projects to relieve congestion -- a type of project that is
~ primarily a state and local responsibility (because congestion has primarily local causes
and effects) and that offers a strong political reward even if a federal subs1dy is
unavallable .

Despite the limited abllrty of the federal government to. encourage innovative
financing, there are some options Congress and the Administration could pursue..
_ - First, the federal hrghway program could help the states make use of tolls. The states -
"could be given permission to keep tolls on interstates that-already. have them, for
example. .Under current law, authorization for some such tolls, which generate
'substantral revenue for certam states 1s due to expire in the years ahead.

* Second, the states’ could be grven permission to use ‘some portion of their
f ederal aid to enlist" ‘private f irms in the construction.of: new highways. Some pilot
projects using private firms are already under way, and if they prove successful, the
states should be allowed to make greater use of prrvate capital and. expertlse

Guldehne- Create a hlerarchy of federal concems

Different federal- a1d systems carry different. amounts of mterstate traffic.
“In line with their importance, those highways that carry thé most national traffic -
- known' as the "highways of natlonal s1gmfrcance within the transportatron
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community -- could receive'higher matches for any given activity than other federal-
aid highways When fewer ‘dollars were offered, the money could be provided with

‘fewer -strings attached, as in the Combined Road ‘Program, described below. The

states mlght receive reduced funding for some road systems but would have greater
discretion in where to invest it. Such a system would serve both state and national
interests more effectrvely than the current system.

N

Guideline: Stretch ‘the mileage we get from oﬁr infrastructure and highway dollars.

‘The nation is 'extremely unlikely to spend anything near $3 trillion over the

_next fifteen years to fend off the "infrastructure crisis" that pundits have been

predicting for more than a decade. The failure to invest -those trillions is also
extremely unlikely to strangle economic growth and prosperity. If anything, the
opposite seems a more substantial concern. Doublmg or tripling spending at any
level of government would almost certamly result in considerable waste of the nation’s
investment resources.

Before increasing spending, Congress and the Administration should make
sure that federal money is buying as much in the way of transportation services as
possible. For highways, this'means: (1) reducmg the costs of providing and operating
roads and brrdges and (2) eliminating investment incentives that interfere with
federal obj Jectrves Eliminating such investments, which requires changing the federal
grant structure, is addressed above.

To meet the other obj Jectlve reducmg costs Congress and the Admmrstratxon
should invest more heavily in infrastructure research and development (R&D). For
a variety of reasons, the postwar technological boom seems to have bypassed the
world of infrastructure. We are bu11d1ng and maintaining our highways -- that is,
providing transportation services -- in much the same way as decades ago. New
technologies, however, can substantrally reduce the costs and extend the 11ves of both
construction'and repairs. = . s

New technologres can also reduce our reliance on traditional infrastructure.
Optlc fibers and telecommunication systems, for example, -- dubbed by some as
"glass highways" -~ could dramatically cut the future need for highways and airstrips -

~ to move people ‘and goods. . Fax machines, for instance, may reduce demand for

courier services, and technologres that enable people to work at home may reduce
demand for commuter services. Both developments would lessen the economy’s need

for traditional, concrete and- steel mfrastructure

‘In strengthemng its support of infrastructure R&D the federal government
should not limit its efforts to the glamour pro;ects Whrle sophisticated in-car
guidance systems and magnetically levitated trains are alluring, the seemingly
mundane projects will find widest application across the country. A longer-lasting
paint for road striping,.for-example, could save millions of dollars for highway
budgets nationwide. And rubberized asphalt -- produced by adding rubber from old
tires to asphalt -- could increase pavement durability and decrease wear and tear on
vehicles, an innovation that would benefit hrghway users everywhere

.~ Another way to reduce costs would be ‘to remove sources - of delay and
expense. The need for the Federal Hrghway Administration (FHWA) to approve the

- use of federal money project by project is one source of delay. Recognizing this,

in 1987 Congress established the Combined Road Program to simplify the approval
process in five states on an experimental basis. The states were allowed to customize
their federal aid to the partrcular needs of therr rural and urban feeders, which are

SRR
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the federal-aid roads that carry the least national traffic (bridge money was also
included in the program). Being closest to and most affected by problems on these
roads, the states should be able to identify the investments of greatest value to- the
transportation system.

The results of the experiment have been encouraging, with both the FHWA
and the states realizing savings in time and money. Minnesota, for example, estimates
that it has pared six to seven weeks from the period between identifying projects and
awarding contracts. Over two years, the state saved 400 staff hours on inspections
alone, while the. FHWA saved approximately 500 hours on similar tasks.. This
program bears further review and possible extension to all the federal-aid roads that
are more a state than a federal concern.
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About the Wednesday Group

The House Wednesday Group is a Republican caucus in the U.S. House of
Representatives. Founded in 1963, the Wednesday Group provides a forum through
which its members discuss politics and policy, develop legislative proposals, and advance
their knowledge on issues of shared concern.

The thirty-seven Wednesday Group members, chosen by invitation and representing
‘a broad range of geographical and political backgrounds, meet every week in the Capitol.
. The Group, whose chairman is Congressman Bill Gradison of Ohio, is supported by a
professional staff that arranges seminars, conducts research and helps to develop

legislative proposals.

In addition to this policy. statement the Wednesday Group s work on infrastructure
includes "Highway Policy at a.Crossroads,” which surveys policy options for federal
public works programs, and "Public Works and Public.Dollars," a paper on the effects’
of federal aid on state and local investment decisions. In the near future, the Wednesday
Group will release its report on poverty and the underclass. The Group .is also
. developing a proposal to improve access to health care. '

About this Policy Statement

If you have questions 'aibout the Wednesday Group infrastructure project, Which
includes this policy statement, please contact David Lashar at (202) 226-3236.
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This is an overview of some major
findings from national surveys reported
by the Census Bureau during 1990.
Data from the 1990 Census of
Population and Housing are not
included here. If you are interested in
additional information on the topics

in this report, contact one of our
subject specialists listed on page 4.

The decline in average
household size levels off.

In March 1990, the average number of
persons per household was 2.63, not
significantly different from the 1989
figure of 2.62, but well below the cor-
responding figures of 2.76 in 1980 and
3.14 in 1970. This long-term decline
reflects the changing distribution of
households by size: from 1970 to

1990, one-person households increased
from 17 percent to 25 percent of the
total, while households with 5 or more
persons dropped from 21 percent to
10 percent (figure 1).

There were 93.3 million households
(occupied housing units) in 1990,
compared with 80.8 million in 1980
and 63.4 million in 1970. The number
of households increased by 27 percent
in the 1970’s and by only 16 percent
in the 1980’s.

In 1990, 71 percent (66.1 million) of
households contained families. This is
down from 74 percent in 1980 and 81
percent in 1970. (Families have at
least two members, including at least
one relative of the householder.) Non-
family households grew rapidly in
number from 11.9 million in 1970 to
21.2 million in 1980 and more slowly
to 27.3 million in 1990. At this time,

U.S. Department of Commerce
BUREAU OF THE CENSUS

How We're
Changing

Demographic State of

the Nation: 1990

84 percent of nonfamily households
contain a person living alone.

The composition of
American families has seen
major changes since 1970.

Married-couple families dropped
from 87 percent of family households
in 1970 to 82 percent in 1980 and 79
percent in March 1990. Families
maintained by women with no hus-
band present doubled from 1970 to
1990 (5.5 million to 10.9 million)

and rose from 11 percent of family
households in 1970 to 15 percent in
1980 and 17 percent in 1990. Women
alone maintained 13 percent of White
families, 44 percent of Black families,
and 23 percent of Hispanic families in
1990. (Data on Whites and Blacks
are based on a race question; data

on Hispanics, who may be of any
race, are based on an ethnic origin
question.)

Figure 1.
Distribution of Households,
by Size: 1970 and 1990

Millions Percent

93.3 10 1 S or more
9.7 21 persons

15 4+ 4 persons

16
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2 persons

1 person

1970 1990 1970 1990

There were 34.7 million family groups
with children under age 18 in 1990;'
9.7 million, or 28 percent, of these
were maintained by one parent, with
8.4 million of these maintained by the
mother. (In 1970, there were 3.8 mil-
lion one-parent family groups, only 13
percent of the 29.6 million total.) In
1990, the proportions of family groups
maintained by one-parent were 23 per-
cent for Whites, 61 percent for Blacks,
and 33 percent for Hispanics.

Child care for
preschool-age children is usually
in a home environment.

In fall 1987, there were 9.1 million
children under 5 years old with
employed mothers. Most of these
children were cared for in a home en-
vironment while their mothers were
away at work: 30 percent stayed in
their own homes and 36 percent were
in the providers’ homes. Day care
and nursery schools provided child
care for 24 percent of these children
with working mothers (up from 13
percent in 1977) while 9 percent were
cared for by the mothers while at
work at home or away from home.

There were 14 million children 5 to 14
years old in 1987 who were in school
most of the time that their mothers
were working. Of the 6 million of
these children who needed child care
outside of school hours, 22 percent
cared for themselves while their moth-
ers were at work.

Among employed mothers making
child care payments in 1987, those be-
low the official poverty level spent 25
percent of their family income on
"These family groups comprised 2.4 million
subfamilies in which the children were not the

children of the householder, as well as 32.3 mil-
lion family households.
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Figure 2.

Number of Undergraduate College
Students and Percent Enrolled
Full Time, by Type of College
and Age: 1988

Undergraduates

All ages
Under 25 years
25 years and over

The annual high
school dropout rate in
1988 was 4.8 per-
cent.? The rate was
4.7 percent for
Whites, 6.3 percent

(in millions) |

10.6 for Blacks (not signif-

All colleges

2-year colleges |

4—year colleges

L 1715 icantly different from

the rate for Whites),
and 10.5 percent for
Hispanics.

About 8 million
people living

in households need
help with everyday
activities.

Enrolled full time

In fall 1986, 8.2 mil-

(in percent) |

All colleges

2-year colleges

68 lion, or 4.4 percent,
' of noninstitutional-
ized persons 15 years
and over needed per-
sonal assistance with
one or more of five
major categories of

4—year colleges

everyday activities be-
cause of a health con-
dition lasting 3

child care. Among women in families
with incomes 25 percent or more
above the poverty level, the corre-
sponding figure was 6 percent.

College enrollment is increasing,
thanks in part to the increased
number of “older” students.

College enrollment totaled 13.1 mil-
lion in October 1988, compared with
11.4 million in 1980. Most of the
growth was due to the increased en-
rollment of persons 25 years and over
which rose from 3.9 to 5.1 million.
These older students accounted for 39
percent of college enrollment in 1988,
up from 34 percent in 1980. Enrol-
Iment of persons under 25 increased
slightly during this period, from 7.5
million to 8.0 million, despite a de-
cline in the population of the tradi-
tional college ages.

In 1988, 81 percent of persons 18 to

24 years old were high school gradu-
ates. The corresponding figures were
82 percent for Whites, 75 percent for
Blacks, and 55 percent for Hispanics.

months or longer.
These categories included ordinary
household chores (5.9 million), help
getting around outside the home (5.2
million), help with meal preparation
(4.8 million), help with personal care
activities such as eating, dressing, or
personal hygiene (3.2 million), and
help keeping track of money and bills
(3.0 million).

The need for personal assistance var-
ied sharply with age, from 2.4 percent
for persons 15 to 64 years old to 16
percent for the elderly. Among the
elderly, the rate ranged from 9.3 per-
cent for persons 65 to 69 years old to
45 percent for persons 85 years and
over.

Of the persons who needed assistance,
5.6 million lived in a family, 2.3 mil-
lion lived alone, and 0.3 million lived
with nonrelatives. Only 19 percent of
persons who received help reported

2The dropout rate is calculated as the pro-
portion of persons 14 to 24 years old enrolled in
the 10th, 11th, and 12th grades in October 1987
who were no longer enrolled and had not gra-
duated by October 1988.

that they or their families paid for
their assistance.

About 31 million people do not
have health insurance.

In the fourth quarter of 1988, 31.5
million persons, or 13 percent of the
population, did not have some type of
health insurance. The rate was 12
percent for Whites, 20 percent for
Blacks, and 26 percent for Hispanics.
By age, the rate was highest for per-
sons 16 to 24 years old (22 percent)
and lowest for persons 65 years and
over (0.3 percent), reflecting the avail-
ability of Medicare.

Based on longitudinal estimates over a
28-month period ending in May 1987,
28 percent of all persons lacked health
insurance for at least 1 month. Work
experience has a significant effect on
coverage: among full-time workers
during this period, 14 percent were
not covered continuously by health
coverage; the corresponding figures
were 25 percent for full-period, part-
time workers, and 45 percent for
workers with one or more job inter-
ruptions.

Of workers with spells of unemploy-
ment, 18 percent lost their private
health insurance at some point while
they were unemployed. Among per-
sons who lost their Medicaid eligibil-
ity, 48 percent were not covered by
any type of health insurance 12
months later.

Figure 3.
Health Insurance Coverage: 1988

Private health insur-
ance related to em-
ployment of self or
other person*

63% (153.3 million)

Other private health
insurance**
14% (35.0 million)

Government health
insurance only
10% (23.2 million)

No health insurance
13% (31.5 million)

* May also have other private or
government health insurance

** May also have government
health insurance
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Figure 4.

Income, by Race and Hispanic Origin: 1989

Families
Median family income = (in millions)
Total | 834,210 Total
White . | $35,980 White
Black $20,210 Black || 7.5
Hispanic | $23,450 Hispanic
(of any race) |- (of any race)
Per capita income (i:, :lr:g:ss)

Total

White

Black $8,750 Black
Hispanic $8,390 Hispanic
(of any race) (of any race)

Total
White

Median family income
increases in 1989,

Median family income in 1989
($34,210) was up 1.4 percent from
1988 after adjusting for the 4.8—per-
cent increase in consumer prices. The
median for White families was up 1.2
percent. Real per capita income in
1989 ($14,060) was up 2.2 percent
overall and 2.3 percent for Whites.
The 1989 median family income and
per capita income figures for Blacks
and Hispanics were not significantly
different from those in 1988

(figure 4).

Real median earnings in 1989 of wom-
en working year-round, full-time
($18,780) increased 1.8 percent over
the 1988 figure, while their male
counterparts’ earnings ($27,430)
dropped 1.8 percent. The ratio of fe-
male to male earnings was at a record
high .68 in 1989, up from .60 in 1980.

In 1989, the highest fifth of house-
holds received 46.8 percent of aggre-
gate household income, up from 43.0
percent in 1969. During the same pe-
riod, the portions received by the low-
est fifth and middle three-fifths of
households declined (figure 5.)

The above income data are based on
money income from regularly received
sources. A broader definition of in-
come that includes the effect of taxes,
cash and noncash benefits, capital
gains, and net return on home equity
results in a more equal distribution of
income. The ratio of Black to White
median household income in 1989

rises from 59 percent to 66 percent
using the broader definition. The
corresponding change in the Hispanic
to White ratio is 72 percent to

77 percent.

Poverty is unchanged in 1989.

There were 31.5 million people, or
12.8 percent of the population, below
the official government poverty level
in 1989. These figures are not signifi-
cantly different from those for 1988.
The 1989 poverty rates for Whites
(10.0 percent), Blacks (30.7 percent),

Figure 5.

Percent Share of Aggregate
Household Income, by Quintile:
1969, 1979, and 1989

— Highest fifth

— Middle
three-fifths

wruleale
1969 1979 1989

and Hispanics (26.2 percent) also did
not change significantly.

The poverty rate for families in 1989
was 10.3 percent and varied consider-
ably by social and economic charac-
teristics. For example, the rate was
5.6 percent for married-couple fami-
lies versus 32.2 percent for female-
householder families with no spouse
present; 3.6 percent when the house-
holder had completed 1 or more years
of college versus 20.7 percent when
the householder had not completed
high school; and 2.9 percent when the
householder worked year-round, full-
time versus 19.0 percent when the
householder worked 49 weeks or less.

A broader definition of income—that
noted earlier adjusted to exclude the
net return on home equity—would re-
duce the official poverty rate in 1989
from 12.8 percent to 10.4 percent.
Nonmeans-tested government cash
transfers, primarily Social Security,
had the greatest effect on

poverty estimates.

Homeownership rates vary widely
by demographic, social, and eco-
nomic characteristics.

In 1987, 64 percent of households
were owner-occupied. The homeown-
ership rate was 67 percent for White
householders, 43 percent for Black
householders, and 40 percent for His-
panic householders. For each of these
groups, the rates were higher for mar-
ried-couple families than for female
householders with no spouse present
(figure 6).



4 Demographic State of the Nation: 1990

Figure 6.

Number of Households and Percent Owner-Occupied,
by Household Type, Race, and Hispanic Origin: 1987

Households (in millions)

Owner—Occupied (in percent)

B Married-couple families

B Female householder,
no spouse present

Total

White

Black

Hispanic D 3.0
(of any race)

Total 12.4
White 8.7
Black 33

Hispanic || 1.1

(of any race)

Total | 79
White |80
Black

Hispanic

(of any race)

Total
White

Black

Hispanic
(of any race)

Homeownership rates increase by age
until the retirement ages. The 1987
rates were 39 percent for householders
under 35 years, 67 percent for 35 to
44 years, 75 percent for 45 to 54
years, 80 percent for 55 to 64 years,
and 75 percent for 65 years and over.
The median income of families and
nonfamily householders who owned
their own homes was $30,210 in 1987.
For renters, the corresponding figure
was $16,230.

For further information, call (301):
Households and families

Steve Rawlings 763-7987
Child care

Amara Bachu 763-5303
School enrollment

Rosalind Bruno 763-1154

Need for personal assistance

Cynthia Harpine 763-8578
Health insurance

Kathleen Short 763-8576
Income

Ed Welniak 763-8576
Poverty

Mark Littman 763-8578
Housing characteristics

Jeanne Woodward 763-8148
Black population

Claudette Bennett 763-7572
Hispanic population

Carmen DeNavas 763-7955

General information on this report:

Campbell Gibson 763-5221

Source and Accuracy of Estimates

The data presented here are from the
Current Population Survey, the Sur-
vey of Income and Program Participa-
tion, and the American Housing Sur-
vey. All these statistics are subject to
sampling variability as well as to sur-
vey design errors, respondent classifi-
cation and reporting errors, and data
processing mistakes. The Census Bu-
reau has taken steps to minimize er-
rors, and statistical statements have
been tested and meet statistical stan-
dards. Further information can be
found in detailed reports.

U.S. Department of Commerce
BUREAU OF THE CENSUS
Washington, DC 20233
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Congress of the Wnited States
Bouse of Representatives
Washington, BE 20515

March 22, 1991

The Honorable George Bush
President of the United States
The White House

Washington, D.cC.

Dear Mr.

After having returned from the
this morning, I thought I would tak
letter from your office which was w
It was in response to my personal 1
delivered at the last meeting I att

I waited until this time to res
bother you while you were
for our Desert Storm Operation.
answer my letter until that effort was suc

;g I am returning the lette

C s Tinkers to Everett to Chance
Porter to Cobb.
regard to reality.
Chicago as their example of success.
about Chicago is that property taxes t
in the suburbs property taxes are 33-1
officials and leaders in Chicago,
serve in the state legislature,
This is because they are able to
and parochial schools,
taxes so that the publi

Of course,
fortunate must
If they were to

problems,
They have

they now have 700 school boards wi
now politicized the whole system.
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President:

In fact,

providing the outstand

/3 percent.

-
A
!

RAYBURN HOUSE OFFICE BUILDING
TELEPHONE (202) 225-5836

DISTRICT OFFICES
FEDERAL BUILDING
200 SOUTH GEORGE StaE:T
YoRrKk. PA 17405-9399

CHAMBER BUILDING
212 NORTH HANOVER STREET
Cantiste, PA 17013-2423
140 BAL=invonE Svagst
Rcow 210
Ge~TvspuRG PA 1732¢
2020 Yk Aves o

Came =i P4 170

HaNOVER P2 CT 3

painful swearing-in ceremony
€ a moment to return the
ritten on February 22, 1991.
etter to you which I hand
ended in the Cabinet Room.

pond because I did not want to
ing leadership
I did not expect you to
cessfully concluded.

r because I did not believe it was

+ but it does smack of Sununu to

It was written in an ivory tower with little

I cannot believe that they tried to use

What they forgot to mention
here are 16.5 percent while

The elected

including those individuals who

deliberately keep the taxes low.
send their childre

and, therefore, do not wish to increase

C schools can be properly financed.

n to private

the masses in the center city area who are less
continue to go to the underfunded public schools.
take their vouchers based on public school
financing to a private or parochial school,
pay the tab.

it would not begin to

To add to the Chicago City School System’s

th 7000 candidates.
Principals and other

school leaders are intimidated to the point where they cannot
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The Honorable George Bush
March 22, 1991
Page 2

I repeat, unless there is a level playing field, the idea
competition remains an ivory tower concept. This will be the
last time you will hear from me on any issue pertaining to
education.

Sincerely,

e

BILL GOODLING
Member of Congress

WFG/pk
Enclosure

P.S. I will check with you later to see if you have had the
opportunity to see this letter.’

of
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THE WHITE HOUSE

WASHINGTON

February 22, 1991

Dear Bill:

Thank you for your thoughtful letter concerning education
and in particular the issue of education choice.

As you know, I have expressed support for a variety of
choice strategies rather than any one partlcular method.

- Some States have implemented choice programs that include

participation by all public schools within the State.
Others have choice options that include public and
private schools. No one approach may be best for all
school districts in the country. Instead, States and.
localities should be free to adopt the choice program
that is most appropriate for their communities. We seem
to be making some real progress. Last year, choice
legislation was introduced in sixteen States and enacted
in five. It is my understanding that eleven States have
now enacted choice in one form or another. More States
are considering choice proposals in 1991 as well.

I was interested in your comments about the extent

to which private and parochial schools were able to
demonstrate success "with students the public schools
did not want or could not handle." While I am sure that
there are differing results in different jurisdictions,

I am encouraged by reports that some inner-city private
and parochlal schools are, indeed, achieving significant
success in educating economically disadvantaged children.

For example, according to one study, large city parochial
schools frequently outperform public schools even though
they enroll children from the same economic and social
backgrounds. Chicago has 48,000 students attending

124 inner-city elementary schools and 16 inner-city high
schools operated by the Catholic Archdiocese of Chicago.
Although there is very little difference in the
demographics of the students attending these parochial
schools and those attending the Chicago public schools,
the parochial schools show dropout rates of less than

one percent compared to a 50 percent dropout rate for the
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public schools. The parochial schools also report

a college acceptance rate exceeding 70 percent. I
understand that there are similar data with respect

to parochial schools in Washington, D.C., and Cleveland,
Ohio.

Research done by University of Chicago sociologist James
Coleman based on a study of sophomores and seniors in
1,015 high schools in 1980 and 1982 found that Catholic
schools significantly outperformed public schools.
Coleman's "High School and Beyond" study showed that
parochial school students have achievement levels that
are 2.4 grade equivalents above those of public school
students. Coleman has controlled for several factors,
including socioeconomic background, and finds that these
schools do not "cream" the best students from the public
schools but nonetheless manage to show remarkable
increases in student achievement.

The Department of Education is currently evaluating the
choice program undertaken by the State of Minnesota, and
I know that you will be keenly interested in the results
of their efforts. Preliminary indications suggest that
the program is working: in the first six months after
Minnesota implemented its choice program for dropouts
and at-risk students, over 700 dropouts returned to
school. Additionally, some 34 percent of the 7,000
at-risk students served by Area Learning Centers are
former dropouts. Consistent with the Federal role of
disseminating information about what works in education,
we will continue to share with the American public
information about how choice programs are developing.

Our education reform strategy seeks to encourage an
educational renaissance among all of America's schools,
public and private. In my judgment, choice is one of

the key elements that will help drive the necessary
restructuring that I believe our education system needs.
Allowing parents to choose their children's schools will
introduce an element of competition that should enhance
the quality of education for everyone. For these reasons
I have sought to encourage choice by including new
initiatives in our FY 1992 budget.
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I hope this letter has answered some of your questions.
If you like, I will ask Roger Porter to follow up with
the Department of Education to see if additional data
are available.

Sincerely,

PR

The Honorable William F. Goodling
House of Representatives
Washington, D.C. 20515
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A Budget Reform to Stop Congress ’from Breaking the Law

REPRESENTATIVE CHRISTOPHER COX

i » ith the October ! commencement of another fiscal
year, the prospects for sane congressional management
of our federal budget are gloomier than ever. Already.

" fiscal 1991 appropriations are far higher than last vear's:

and the crisis in the Persian Gulf—which has increased
current militarv spending and renewed congressional
willingness to spend on the national defense—has only
added to the seemingly hopeless mismatch of revenues
and expenses. Worse, even were the budget summit
between Congress and the president to vield some grand
solution to bring this vear's numbers closer into balance,
we would still have to deal with next vear's. and the
year's after. And the dismal truth is that historv is not
on our side.

Yet. the federal government's financial problems are
not nearly so intractable as thev first appear. The chronic
failure to balance the budget is simply the inevitable
result of a poorly designed congressional budget process,
which not only permits but encourages violation of the
very laws designed to force rational choices among com-
peting priorities. The current process guarantees waste-
ful spending and financial chaos.

Outlaw Jim Wright

Not least among the reasons that the system is subject
to manipulation and abuse is that very few people un-
derstand how it works. Even within the Congress itself.
terms like “current services baseline,” “secion 302(b)
allocaton,” and “undistributed offsetting receipts” often
produce blank stares. The budget commiuees, whose
members at least have the incentive and opportunity to
understand the process, are powerless to enforce its
requirements on the appropriations committees (which
often spend in seeming disregard of budget guidelines),
on the Congress as a whole, or even on themselves. The
Congressional Budget and Impoundment Control Act
of 1974, which sets out the current process. is routinely
ignored: and there is no remedy at hand to enforce it.
As in the Old West, the man with a gun can make his

own law, and the current congressional leadership is .

doing just that. _ -
. On my very first day in Congress, then-Speaker of the
House Jim Wright announced from the chair that he
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intended to break the law. This mav shock most

Americans, but in fact it is routine business in .

Washington. Speaker Wright pledged in January 1989
that the House would complete work on the required 13
appropriations bills by the August recess. The law re-
quires final action on these bills bv June 30.

Imagine the consequences if you were to ignore the
April 15 deadline for tiling your income tax return. Yet
when it comes to more than $1 trillion in annual spend-
ing, that is precisely what Congress is now doing—and
has been doing routinely throughout each of the 16 vears
since the passage of the 1974 Act. This violation of the
law may have reached .its apogee with the utter mis-
management of the fiscal 1990 budget. during the course
of which the Congress violated every legal deadline; and
the current vear's process seems destined to continue
that infamous record.

In place of the process mandated by law. the congres-
sional leadership has built a totally extra-legal system
whose complexity and incomprehensibility shield it from
effective public scrutiny. Virtually no member of Con-
gress—let alone the public—even reads the huge spend-
ing bills the Congress adopts. As if in an annual ritual.
the president routinely faces a take-it-or-leave-it decision

‘on a hastily crafted omnibus continuing resolution or

11th-hour reconciliation bill running into the thousands
of pages and comprising virtually all federal spending
for'the entire year. The use of such measures has effec-
tively vitiated the president’s veto authority, since signing
them is the only alternative to closing down the United
States government. ’ .

Such a’system serves only the interests of those who
seek to‘guarantee that government spending is literally
uncontrollable, and who assert that the only aiternative
to massive and ever-increasing deficits is massive and
ever-increasing taxation. This was not, however, the in-
tention of those who drafted and passed the 1974 Act.
Rather, this law represented an effort to place taxing and
spending decisions within the context of an overall
budget. e '

REPRESENTATIVE CHRISTOPHER COX (R-CA) is co-chairman
of the House Task Force on Budget Process Reform:.

. Policy Review -
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Failure of the 1974 Act
_ Until 1974. Congress never voted on a budget. Then.
as now, the federal “budget” was simply the sum of the

. separately enacted annual appropriations bills. along

with whatever financial commiunents had been placed
into law in prior vears. To rectify this. the 1974 Act
established the House and Senate Budget Committees.
and provided for an annual budget to be adopted by
Congress. The act required the passage of a non-binding
first concurrent resolution on the budget early in the
budgeting year. and a binding second concurrent resolu-
tion toward the end of that vear. Additionally. it was
intended that the second resolution would be enforced
through reconciliation instructions that would require
the various congressional committees to report to the
floor whatever legislation was necessary to achieve the
established targets. (In practice. Congress simply came
to ignore the requirement that it pass a second budget
resolution. and the requirement of two resoiutions was
done awav with altogether in the first Gramm-Rudman-
Hollings law. enacted in 1985.) Finally. the act set up a
legallv binding timetable to ensure the timely adoption
of individual spending bills.

Ceruainly, providing for a floor vote on overall budget
targets. mandating the timely adoption of spending bills.
and enforcing overall budget limits through reconcilia-
tion represented positive steps. It is thus not for lack of
a workable concept. but rather of effective enforcement
mechanisms. that the 1974 Act has failed to bring order
and coherence to the budgeting process and failed to
bring discipline to congressional decisions to spend
money.

Premises of the Cox Plan
. To repair the broken-down congressional budget
process. we must design a system with teeth in it to make

sure that Congress doesn’t again abandon it for some -

less-restrictive expedient. Beginning as a. member of
President Reagan’s Working Group on Budget Process
Reform. and now as co-chairman. of the House Task
Force on Budget Process Reform, I have developed a
comprehensive proposal to rewrite the 197+ Act that
would do just .that. This new plan is based on the
premises that an effective budget process must:

¢ encourage early consultation and cooperation be-
tween Congress and the president:

e produce decisions on overall budget levels early in
the budgeting vear;

¢ be evenhanded with respect to the president and -
- Congress, not giving either an advantage in dealing with

the other or in establishing spending priorites;

e tie each individual spending decision to an overail,
binding budget total:
. * require explicit decisions on spending levels for all
federal programs. not just those arbitrarily deemed “con-
trollable™ S

e prevent actual or threatened annual shut-downs of

the fedexfal government;

¢ be as simple as. possible in concept and means of
implementation, so that the process is clear and under-
standable to Congress and the public; '
* not raise difficult questions of constitutionality:

™11 100N

e contain a bias in favor of spending restraint that
could be overcome only if both the president and Con-
gress wish to do so: and

e protect individual members of Congress against the
political fallout from tough spending decisions by plac-
ing the burden to cut spending on the process rather than
on specific legislators.

To accomplish these objectives. the 1974 Act should
be amended to establish three related reforms. Congress
should be required to enact a simplified budget, in the
form of a legally binding joint resolution (as opposed to
the present non-binding concurrent resolution), before
any spending legislation can be considered. As a joint
and not a concurrent resolution. the budget would be

Imagine the consequences if
you were to ignore the
deadline for filing your
income tax return. Yet
Congress has ignored its
deadlines for 16 years.

presented to the president for his signature or veto, and
would thus be more likely to reflect a decision on overall
government spending that combines the priorities of
both the president and Congress.

Second. the budget process should contain enforce-
ment mechanisms that will keep Congress within its
budget ceilings for all spending except Social Security
and the interest on the debt. Also needed is a sustaining
mechanism that would be triggered in the event Con-
gress and the president fail to act, so that the federal
government will not be shut down because of political
deadlock. .-

These are the basic elements of the Budget Process
Reform Act. which, together with other members of the
House Task Force on Budget Process Reform, I will soon
be introducing in Congress. -

A One-Page Budget

The Budget Process Reform Act would require that
Congress enact a legally binding budget (in the form of
a joint resolution) by May 15 of each.year. Until the-
budget is signed into law, no authorization or appropria-
tions bill could come to-a vote in either house. The
budget would set ceilings on all federal spending (except
Social Security and interest on the debt) for the coming
fiscal vear. It would fit on a single page—setting specified
ceilings on government spending within the 19 summary
categories currently used in the budget. Because the
budget would contain only 19 numbers, it is far more
likely that the Congress and the president could agree
at this high level of abstraction on how much the federal

209
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government should spend in the ensuing fiscal vear.
Numerous government programs and activites would be
aggregated within each category, so that wrangling over
the more detailed breakdown presently required in the
president’s budget submission could be avoided. (The
president’s budget in its present form would continue
to be provided. but only after passage of the budget law.
Just as now. the Congress would not be bound by its
specifics.)

The budget enacted bv Congress would also set ceil-
ings for spending on entitlement programs. If the budget
set a ceiling below the projected program outlays for the
upcoming vear. Congress would be required to effect a
reconciliation with the budget ceiling by amending the
organic statute for the entitlement program so as to meet
the new ceiling.

The result would be the establishmént of a binding
budget, jointly reached by the Congress and the presi-
dent early in the budgeting vear.

The Two-Thirds Requirement

To end the sad spectacle of congressional law-break-.

ing, the act contains three enforcement mechanisms to

" ensure that its provisions are observed: making it more

likely that federal spending will be contained within the
agreed-upon ceiling. )
First, Congress would be permitted to enact spending

"legislation in excess of the budget ceilings onlyv by a

supermajonity vote—two-thirds of both houses. Such a re-
quirement would be constitutional: Article I. section 3.
cl. 2 of the Constitution gives each house of Congress

The binding one-page budget
and its enforcement
mechanisms can protect
members of Congress from
some of the political
consequences of tough
budget decisions.

the power to determine its own rules. And although
unprecedented in statute; two-thirds majorities have
been required by the rules of the Senate. Senate Rule
22, for example—as amended in 1949—required the

affirmative vote of two-thirds of the entire membership -

to end a filibuster.

The requirement of a supermajority for spending
outside of a budget would provide a strong incentive for
both the president and Congress to reach agreement on
the budget, since neither—aithough perhaps for dif-
ferent reasons—would wish to be in the situation where

all spending requires a supermajority vote. It would also
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provide a powerful tool to hold the Congress to the.
budget choices it makes. Thus, for example, if Congress
wished to enact an appropriation that, together with
other appropriations in the particular budget category,
would exceed the budgeted ceiling for that category, this
would subject all appropriations in that category to a
two-thirds vote. Likewise. if Congress and the president
failed to enact a budget, then all authorizing and ap-
propriating legislation would require a supermajority for
passage. The only way to adopt spending proposals by
simple majority would be to authorize and appropriate
within the ceilings of a duly enacted budget law.

No More Blank Checks

Second, Congress would be required to determine the
desired level of spending for each federal program ex-
cept Social Security and interest on the debt. Open-
ended. “blank-check” appropriations—such as those for
entitlement programs, which authorize the spending of
“such sums as may be necessarv"—would be banned.

Under the current system, any member of Congress
who seeks to cut spending on entitlements must intro-
duce legislation and obtain an affirmative vote to do so.
But anvone who wishes to increase spending on anv
program with an open-ended appropriation need only
sit back and watch it go. By requiring the Congress to
decide how much it is willing to spend on a program
during the coming fiscal period. the new act will level
the plaving field for spending cuts and spending in-
creases. At thé same time, it should be emphasized.
requiring fixed-dollar appropriations for all federal
programs will not in any wav mandate reductions in -
entitlements. Congress would be able to decide to spend
as much as it wants on entitlement programs. It would
simply have to make that decision with every budget.

Entidement programs are not “uncontrollable,” mere-
lv uncontrolled. While the specifics often vary program
by program, virtually all open-ended entitlements re-
quire that payments be made to any-person or unit of
government that meets eligibility requirements estab-
lished by law. All persons who meet the program'’s
eligibility requirements receive benefits to which they

‘are “entitled"—regardless of the aggregate cost in.any

fiscal period.

Agency-Adjusted Benefits

But there is nothing requiring that entitiement
programs have open-ended appropriations. Indeed,
Senator Richard Lugar proved that fixed-dollar ap-
propriations can be used for entitlement programs with
his amendment to the Food Stamp program. Asa result
of the Lugar Amendment, the Food Stamp program
operates from a fixed-dollar annual appropriation, but
nevertheless entitles eligible households to receive cer-
tain levels of benefits. If the Secretary of Agriculture
concludes that projected outlays will exceed the amount
appropriated, he or she is required to recalculate the:
allotment to which each-household will be entitled in
order to keep éxpenditures within the statutory ceiling. -

Following this model, the new actauthorizes the heads-

‘of the relevant cabinet- departments and agencies to

adjust benefit levels and eligibility requirements when-

- -..Policy Review -
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ever entitlement spending exceeds the doilar amount
actually appropriated by Congress.

President as Enforcer

Third. with respect to anv spending in excess of the
budget ceilings. the president would be granted enhanced
rescission authorit—that is. authority to rescind the over-
budget portion of any spending unless Congress were to
enact legislation expressly disapproving the specific res-
cission. This authority would be applicable only to the
over-budget portion of proposed spending: the presi-
dent. in other words. would simply be enforcing
Congress's own budget decisions. as enacted into law.
The president wouid also be granted authoritv to effect
rescissions of anv spending authorized or appropriated
in excess of the previous vear’s funding leveis in the event
no budger were enacted.

To maintain the integritv of congressional control
over the legislative process. the Congressional Budget

Office. not the Office of Management and Budget. would
be the “scorekeeper” for determining whether particular
authorization and appropriations measures are consis-
tent with the budget ceilings, and consequently whether
the supermajority vote or rescission authority
mechanisms are applicable. A supermajoritv vote would
be required for anv spending legislation that would
exceed the budget ceiling for one of the 19 budget
categories.

To make sure Congress doesn’t “sandbag” the process
bv withholding action on critically important programs
that can easilv command a owo-thirds vote, while filling
up a category piecemeal with less urgent spending
proposals. passage of the first over-budget spending
would subject all spending legislation in that category to
a supermajority vote. And. to permit the CBO to evaluate
individual spending proposals when Congress has failed
to act on an entire category, the supermajority require-
ment would also be triggered in the event that outlavs

How Congress Broke the Law with the 1990 Budget

LEGAL DEADLINE ACTION REQUIRED BY Law

January 9. 1989 White House budger due.

Februarv 15 Congressional Budget Office to submit report
to budget committees.

April 1 Senate Budget Committee to report
concurrent resolution.

April 15 Congress to clear concurrent resolution on
budget

May 15 Appropriations bills allowed in House.

June 10 House Appropriations Commitiee reports last
annual appropriation bill.

June 15 tongrcss completes reconciliation legislation.

June 30 House completes action on 13 annual
appropriations bills.

July 15 Committees required by budget resolution to
have submitted instrucdons for reconciliation.

October 1 Fiscal vear begins.

October 16 - Under Gramm-Rudman, automatic cuts of
$16 billion in defense. domestic programs
take effect.

Sources: Congressional Quarterly, Library of Congress, United States Code

RESULT
Submitted. as required by law. jJanuary 9.

CBO violated the law: report not submitted until
Februarv 23.

Senate violated the law: not reported until April 19.
Congress violated the law: not cleared until May 18.

House violated the law: first appropriation bill not
considered until June 28,

House violated the law: as of June 23, only one
committee markup complete.

Congress violated the law: reconciliation bill nots
cleared until November 22.

House vioiated the law: oniy one was passed on time.
House action was not compieted until November 20.

Congress violated the law: fully half of committee
instructions were late.

Congressionat failure to act caused Gramm-Rudman
ax to fail,

Late reconciliation bill keeps the meat-ax hacking for
more than four months—until February 8, 1990.

Fall 1990
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for a specific progmn under consideration, when added

to the inflation-adjusted previous vear's outlays for all
other programs within the category, wouid exceed the
budget ceiling in that category. The president’s rescis-
sion authority would apply to any spending for which a
supermajority vote was required.

These three enforcement mechanisms—the super-
majority vote. fixed-dollar appropriations. and enhanced
rescission authority for the president—ensure that the
budget process will no longer be ignored: They do not.
however. weaken the congressional power of the purse.
Once a budget has been enacted. these mechanisms
place procedural barriers in the wav of only that spending
that would exceed the limits 1o which Congress and the
president have already committed themseives by law.

Averting a Shutdown ‘

The final element in the Budget Process Reform Act
is the sustaining mechanism—an automatic continuing
resolution. In the event Congress fails bv October | to
complete action on appropriations for any program. or
activity. the previous year's funding levei would automat-
icallv be reappropriated for the upcoming fiscal vear.
This mechanism has the virtue of avoiding the temporary

Rescission authority would
apply only to the over-budget
portion of proposed
spending: the president would
simply be enforcing
Congress’s own budget
decisions, as enacted into law.

shutdown of the 'govei'nmem for lack of funds, while -

providing an additional-incentive for Congress and the
president to authorize and appropriate through the
budget process. Unlike the Gramm-Rudman sequester,
this continuing resolution would apply to all spending,
except Social Security and interest. A freeze at the prior
year's levels would be a result that both branches will
wish to avoid, since each is likely to feel that there are
some important accounts that should be dealt with dif-
ferently than in the previous vear. An added virtue of
this sustaining mechanism is its bias in favor of spending
restraint. If no action is taken, spending: does not in-
crease from vear to year.

The sustaining mechanism is not the preferred means
of determining federal spending levels, but rather is a
form of disaster insurance against the contingency that
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the Congress and the president do absolutely nothing.
The government does not shut down, and the Congress
is not tempted to lay at the president’s feet the night
before October 1 a mountainous appropriations bill that
he cannot read and must sign if he wishes to avoid
shutting down the government. o

A Politician’s Dream _

The problems of runaway spending and lack of ac-
countability are not new—they're simply getting worse.
‘Now. our huge federal borrowing is threatening to in-
crease interest rates and inflation, and to destroy the
overall health of the economy. The amount of taxes each
of us will pay next vear, the cost of our home loans and
car pavments, our career opportunities, the valueof our
retirement savings—all are dependent on whether Con-
gress finally tames the budget beast. No longer will it
suffice to consider one or o discrete repairs to the
process. such as a line-item veto or new Gramm-Rudman-
Hollings targets. While such reforms are needed, only a
comprehensive rewrite of the 1974 Act will go-to the
heart of the problem: an undisciplined, out-of-control
budget process.

There is reason to be sanguine about the near-term
prospects for this proposed comprehensive reform of the
budget process. Like Representative Dick Armey's base-
closing commission and the Gramm-Rudman-Hollings
sequester, the binding one-page budget and its enforce-
ment mechanisms can protect members of Congress
from some of the political consequences of tough budget
decisions. The procedures themselves can take the heat
for any unpopular spending cuts.that might become
necessary in order to meet the budget. First, because the
budget ceilings are adopted early in the process and at
a macroeconomic level, voting for a responsible budget
will be poiitically less difficult than voting against specific
spending bills. Even-more important, the enforcement
and sustaining mechanisms—supermajority vote, rescis-
sion authority, automatic continuing resolution—will
permit politicians to say “yes" while the system says “no.”
That is a politician's dream. So for those in Congress
who are concerned about the deficit, but who are un-

willing to make an unpopular decision. the Budget:

Process Reform Act is ideal. The majority party of.Con-
gress should aiso presumably be interested in an act that
would permit them to determine spending priorities with

just.a majority vote. '

I believe a majority in the Congress could be per-
suaded to vote for a thoroughgoing reform of the 1974
Act. An encouraging sign was the recent 279-150 vote

in the House of Representatives in favor of a constitu- .

tional amendment requiring a supermajority vote for an
unbalanced budget. The time has arrived for this bipar-
tisan coalition of fiscal conservatives:to go further and
address the. root causes of our budget crisis. If we are
successful in bringing budget process reforms to a vote,
the nation will discover for certain whether the Congress

is serious about its responsibility to: the taxpayer, to our.
economy, and to future generations of Americans. X

__ Policy Review
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POLITICS, MARKE TS AND AMERICA’S SCHOOLS:
A Summary

By Jeanne Allen

INTRODUCTION

A recently published book by the Washington, D.C.-based Brookings Institution dramatically
has changed the education debate. Politics, Markets and America’s Schools by Brookings
senior fellow John E. Chubb and Stanford University Professor of Political Science Terry M.
Moe calls for a radical overhaul of American public education. The book is a “must read” for
policy makers and opinion leaders. This summary provides an overview of its major findings
and recommendations.

This major study published this summer by the Brookings Institution finds that the or-
ganizational structure of the public school system is the major roadblock to improving
American education. As such, the Chubb-Moe study offers a powerful endorsement of the
educational choice movement. Their data are exhaustive and unprecedented: a ten-year
study of 500 schools and 20,000 principals, teachers, and students. From this the authors
conclude that reform efforts that have relied on government solutions have failed because
government itself is the problem. The authors conclude that true market competition, with
parents choosing among both private and public schools, is essential to success.

Classifying schools as either “effective” or “ineffective,” the study finds that effective
schools are characterized by greater principal control over personnel decisions, clear goals,
strong leadership, high teacher professionalism, and ambitious academic programs. Student -
ability, school organization, and family background respectively are the most significant
causes of student achievement. A student in an effectively organized school can expect to
gain more than a year of achievement over the normal four-year high school experience.

Chubb’s and Moe’s research confirms earlier effectivé schools research by James S.
Coleman, Professor of Sociology and Education at the University of Chicago, University of
Tllinois Professor of Education Herbert Walberg, and Eric Hanushek, Professor of
Economics at Rochester University. Unlike the earlier research, however, the Brookings
study actually measures the influence of school organization and other factors on student
achievement.

1 John E. Chubb and Terry M. Moe, Politics, Markets and America’s Schools (Washington, D.C.: The
Brookings Institution, 1990). Available from the Brookings Institution, 1775 Massachusetts Avenue, N.W.,
Washington, D.C. 20036. Phone: (202) 797-6000. Hardcover, $28.95; paper, $10.95.

Jeanne Allen is Education Policy Analyst at The Heritage Foundation.



teacher salaries, per-pupil spending, and student-teacher ratios. Ex-
ample: annual teacher salaries in effective schools average less than
$1,000 more than salaries in ineffective schools. Per-pupil spending

in effective schools is approximately only $150 more than in ineffec-
tive schools. Student-teacher ratios at effective schools average only
two students less than at ineffective schools. '

‘/ In ineffective schools, principals’ management of staff typically is

‘/ The study finds little correlation between quality education and

restrained by tenure laws, certification requirements, and other
“civil-service-like” regulations while principals in effective schools
tend to have greater flexibility in employee selection and retention.
Goals in effective schools tend to be clear and academically oriented
while those in ineffective schools tend to place less emphasis on
academics. While nearly 30 percent of all high performance schools
rate academic excellence as their top priority, only 12 percent of low
performance schools do so. Because of the significant impact high ex-
pectations can have on student achievement, this is a significant dis-
tinction. :

Effective schools tend to be led by principals who take a greater in-
terest in education and give greater respect to and autonomy to in-
dividual teachers while ineffective schools more often are governed
by principals who seek “advancement in the administrative hierar-
chy.” '

centralized with respect to curriculum and teaching methods in inef-
fective schools than in effective schools. This centralization burdens
the schools with excessive bureaucracy, while stifling creativity,
achievement, and effective organization.

‘/ The on-job performance of teachers and principals tends to be more

Many of the Chubb-Moe conclusions, like the key role of the principal, have been under-
stood for some time. What has been missing, however, are the mounds of data which Chubb
and Moe have compiled confirming the conclusions. Then the authors pose the central ques-
tion: “If the key to quality education is principals who give greater autonomy to teachers,
what kind of system nurtures such principals?” Chubb and Moe answer: “A highly competi-
tive school system in which competent principals are rewarded by growing enrollments,
while incompetent principals are punished by falling enrollment.” In sum, good principals
create the kinds of schools that would succeed in responding to market demands.

Chubb and Moe also find a wide variation in' the overall school environment between ef-
fective and ineffective schools. Example: nearly 64 percent of students in effective schools
are enrolled in an academic track while only 28/percent in ineffective schools are. Example:
among teachers in effective schools, teacher professionalism was rated above average in 59
percent of the schools; in ineffective schools professionalism was rated above average in
only 28 percent. Example: principals’ motivation is above average in 62 percent of effective
schools and only in 19 percent of ineffective schools.
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DEREGULATING EDUCATION

To produce an environment conducive to effective schools, Chubb and Moe advocate a
radical restructuring of public education. Their proposal relies on deregulating both the
supply and demand for education through competitive markets and parental choice.

v’
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To create a competitive market, Chubb and Moe propose a system
where parents receive “scholarships” equal to the amount of money
that the state and local school districts have allocated for each pupil.
With the “scholarships” the parents are given the power to choose
their child’s school. Individual schools, in turn, would control or-
ganizational operations such as curriculum development, hiring and
retention policy, and budgeting.

The new system of public education would allow new schools to

open and would create a new educational marketplace. The state’s ac-
crediting authority would be limited to the establishment of minimal
graduation standards, enforcement of health and safety standards,
and teacher certification. Schools which met these requirements
would be eligible to receive scholarships. Competition for scholar-
ships would force schools to provide a quality education or go out of
business. Only a consumer-driven system which relies on market
principles such as choice and competition, say Chubb and Moe, can
improve American education.

Just as market forces improve the quality of consumer goods, com-
petition between schools would improve the quality of American
education. The “scholarship” would transform parents into con-
sumers with purchasing power for which schools would compete.
Money no longer would flow into schools without accountability. In-
stead, schools would receive state money based on the parents’
choice.

The role of the state education bureaucracy would be limited to the
establishment of a Choice Office in each district to keep accurate
school records, to keep track of funding levels and to establish a
Parent Information Center (PIC). The PIC would collect information
on schools and assist parents in deciding their child’s school. Beyond
this, each school would plan budgets, set curriculum, adopt hiring
policies and administer its own testing and accountability procedures.
The ultimate accountability for whether schools survive would rest
with the consumers, as it does with any other enterprise in America.
Good schools would keep their students; poor schools would lose stu-
dents.



CHOICE SUCCESS STORIES

While Chubb and Moe were researching the data on school organization, several
localities began trying to restore to their communities the kind of local control that Chubb
“and Moe conclude is the key to a good school. Typical have been the Milwaukee, Wisconsin
voucher plan, spearheaded by State Representative Polly Williams (a Democrat), and an un-
precedented statewide tax credit initiative in Oregon. Although the Oregon initiative was
defeated on November 6, nearly 40 percent of the voters supported it.

There are many other choice success stories. Examples:

v’
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The earliest evidence of choice working came from New York’s East
Harlem school district. In 1974, the school district gave teachers the
ability to plan curriculum and gave parents the right to choose
among diverse programs the teachers had created. The resulting com-
petition increased education quality. Graduation rates shot up to
more than 90 percent from less than 50 percent; the district, which
ranked last of New York City’s 32 districts, climbed to 16th in basic
skills testing; community morale soared as the choice program
brought parents and teachers together to work on behalf of their
children. Before the program, it was widely assumed that East
Harlem’s parents, largely single mothers on welfare, were little con-
cerned about their children; this apparently was absolutely untrue.
When given a chance to do something directly to improve their
children’s education, parents responded overwhelmingly. The
children are strong choice proponents, and say it gives them a sense
of ownership and pride in their schools that they did not have before.
Administrators, too, hailed the program. Says Sy Fliegel, former East
Harlem administrator, “It's an old capitalist idea, that people just
treat what they own much'better than things they don’t own.”

In Minnesota, boasting America’s first statewide open-enrollment
plan, the pressures of competition prompted several high schools to
increase the number of advanced placement courses offered to their
students. In 1987, the program’s first year, over 2,000 dropouts
returned to school through the new choice plan.

Dropout clinics in Washington State long have educated the at-risk
child; students choose to attend the program, which prepares them
to return to the classroom or complete a General Equivalency De-
gree (GED). Students receive basic skills instruction and are re-
quired to adhere to a code of ethics requiring honesty, responsibility,
and courtesy. Since the program’s inception in 1977, participants
completing the program are 70 percent less likely to be jailed and 50
percent less likely to be receiving welfare benefits than before enter-
ing the program.
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tricts that are undergoing court-ordered desegregation, are also

| schools of choice. Magnets in Prince Georges County, Maryland,
New Haven, Connecticut, and other cities nationwide are operated
as schools of choice; parents vie for slots in these schools by lottery

| or on a first-come, first-served basis. Parents stand in line for days to
sign up for academically challenging programs. Because magnet
schpols must compete for students, their educational quality is usual-
ly better than the public schools. They have also succeeded in creat-
ing racial balances through voluntary desegregation.

/ Magnet schools, federally-funded programs designed to assist dis-

longstanding troubles such as poor attendance, a high rate of suspen-
sions and low student achievement. Since the program began, stu-
dent test scores in English, reading, and math have risen, and unex-
cused absences and expulsions have dropped. The district draws from
heavily minority and ethnic communities, and choice is credited with
improving the education for the most at-risk students.

‘/ , Richmond, California began its choice program in 1987 to deal with

CONCLUSION

For the first time in years, the education establishment and defenders of the status quo
are being challenged by the intellectual merits of educational choice. Scores of community
activists welcomed the Chubb and Moe study’s contribution’s to their efforts on behalf of
educational equity. Politics, Markets and America’s Schools has changed the course of the
educational reform debate in the United States, and promises hope to parents who are
demanding change. As the authors conclude, choice is a panacea —one that lawmakers
should embrace as the answer to the failure of American education.

PPN
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DRAFT POTUS LETTER TO THE BIPARTISAN CONGRESSIONAL LEADERSNIF

8ix months ago, the Administration and a bipartisan majority
in the Congress agreed to remove Social sscurity from the Federal
budget. The advocates of this action argued that it was
necessary to help protect Social Security. To this end, we also
agreed to implement a "firewall®™ procedure requiring a super-
majority vote in the Senate to protect against efforts to deplete
the Soclial Security trust fund balances.

It now appears that thera is a Senate loophole in thdse
procedures, It was slipped into last year’s budget legislation
without the knowledge ot approval of many of those who
participated in the budget summit. Recently, Senator Domenici
and Senator Dole introduced legislation to repair the Social
Security "firewall". I support this legislation and urge the
Senate to adopt it immediately. '

It is my understanding that some may attempt to exploit this

loophole during Senate consideration of the Congressional Budget
Resolution. They may propose an amendment to clear the way for
legislation to weaken the Soclal Security system. Senator
Moynihan’s proposal, for example, would return Social Security to
the same financing schewe that drove the system to the brink of
insolvency in 1982. His proposal would drain roughly $23 billion
from Social Security trust fund reservea in 1992 and $190 billion
by the end of 1996. Under pessimistic aconomic assumptions, :
adoption of his legislation coculd again threaten to bankrupt the
Social Security system. It is little wonder that former Sacial
Security Commissioner Ball, the American Asasaciation of Retired
Persons, and the National Council of Senior Citizens all oppose
the Moynihan proposal. ‘

Senator Moynihan argues that his plan makes the tax code
more fair. This ls a shell-game. His proposal would force
tomorrow’s workers and their employers to pay higher taxes -- or
else it would reduce benefits for future disabled workers,
retirees, and their families.

We rescued the Socfial Security system eight years ago on a
bipartisan basis. When we did, we made a promise to every
American who receives Social Security banefits, to those who
support the system today, and to those who will rely on it wvhen
they retire. We have worked together to assure that today’s
benefits are fully funded and that the ayastem will be atrdng
enough to continue providing henefits to future retirees. I
intend to assure that we keep our promise.. The last thing we
need to do now is to mess with Social Security.
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THE CHIEF of STAFF

To: Néu»f“’w" 471\\3\ has seen

From: Steve Gunderson

Per your discussions with John Sununu, you asked me to
develop for you a memo defining the President's Domestic
Agenda -- a six month plan. This is a conceptual outline. If
it meets with you or John's approval, I will be happy to develop
the concepts into projects and timelines.

1. FRAMING THE VICTORY:

First, for the President and the Republicans to receive proper
credit for the amazing victory we must define both the terms of
the victory and the terms of the celebration.

America wants to be a winner! We must give them the chance
to celebrate. And in the process, they identify with our values.
The celebration must include the Preisdential speech to a joint
session, followed by a victory parade down Pennsylvania Ave.

But we can't just do this in Washington. The President, and
all of us must then go to the country.

Let's frame the victory:

-Standing for principle and leadership
-Strength is still necessary
-Military R&D pays off.

2. DRIVE THE DEBATE ON VETERAN'S BENEFITS:

The President must use his high approval ratings to drive
this issue. Democrats will seek to break the budget and regain
veterans votes through a blank check for the veterans. The
President alone can and must set the agenda. And he must do so
in his speech to the nation. '"'Let's not bankrupt the veteran's
future".
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The President can frame the domestic agenda. We must fight
this fight on our terms, not the Democrats. I believe three
general themes.guide our planning:

AI

TAKING THE DOMESTIC OFFENSIVE:

Growth and Opportunity:

-The Budget: A deal is a deall

-The Growth Package: Sell it for Small business and farms;
Sell it in small towns and rural America. That's the way
to eliminate the fairness arguement.

-The Trade Package: It must be sold as simply creating
Jobs! And it can quickly become a party defining issue,
incidentally -- one we would lose on the floor of the
House today.

" The Best Defense is a Good Offense:

Education:

-The President's Education Package (math & Science)

-Flexibility and Choice.

-Higher Education Reauthorization:
Its up this year. Without spending new money,
we could change the whole debate by focusing
on the 497 of post secondary students, who
today are non. tradition and not eligible for
help. This is crucial to competitiveness.

Civil Rights:

-Race Based Scholorships. With the reauthorization of
Higher Ed up this year, we can't avoid the issue. But
with my proposed language, we can successfully show the

difference between affirmative action (were for) and
quotas (were against).

-Civil Rights: Simply ask the Democrats and America:
Do you want a bill or an issue? Here is a Civil Rights
Bill, without quotas, damages or jury trials.

Labor:

-Consider the agenda: Parental Leave, Strikebreaker,

OSHA Criminal Penalties, Pension reform (Visclosky), etc.
Their goal is simply a host of vetoes by the President
and votes to sustain by Congressional Republicans.

We must do two things: Insist labor law be reviewed in
its entirety, not piecemeal. And Insist that in doing

so we prepare and rewrite our laws to respond to a hi-tech
work place, a different workforce and a global market place.



I propose the President appoint a bipartisan blue ribbon
Commission to. review American Labor law. The Commission
if properly constructed can serve a real purpose policy
wise. Politically, it gives Republicans perhaps the best
arguement of all for not dealing with the labor law
proposals until after the Commission reports, after the
92 election!

Energy:

-We must drive the debate on a new energy policy. IN the
absence of doing so we will get killed on this issue by
Dems and environmentalists. The issue must be refocused:
'""Has America's best years passed us bye? Or can we still
develop policies of growth, within the sensitivites to
conservation and concern for the environment?"

4, A MORE SECURE FUTURE:

We can't forget the reality that America's feel threatened.
They believe they are not getting ahead, they are not even keeping
pace. They are falling behind! Republicans must show we are
not only militarily strong and fiscally conservative. We must
also be socially sensitive!

Health Care:

-1 have no answers. The Administration Has numerous

small iniatives., But I do know this is the pocketbook
issue of the 90's. And we must develop a visible

basis by which to drive the debate -~ malpractice may be it.

Financial Reform: -

-The concept of not being able to use your bank for a week
is devestating! The reality that banks and Savings & Loans
are in trouble tells people their money is not secure.

We need to reframe the rhetoric to one of "security".

Crime and Drugs:

-The issues and debate here are obvious. They may reappear
on the polls and surveys by late summer.

Campéign Reform:

-Americans are still anti-politician. Republicans have a
unique chance to become real reformers is we agressively
push this issue. It may be the reform that brings victories
in 92,



Recorded vote in the HOUSE (Vote 2162: 294-123) (Dem: 236-7; Rep: 58-116)

Voting on:

H.R.2364 BY LUKEN, THOMAS (D-OH) -- AMTRAK Reauthorization and Improvement Act
of 1990 (Vetoed 5/24/90)
06/07/90 -- IN THE HOUSE

Passed over President’s veto (VOTE NO. 2162:294-123)

(House voted to override the President’s veto of H.R. 2364, to amend the Rail
Passenger Service Act to authorize appropriations for the National Railroad
Passenger Corporation (two-thirds of those present voting in favor) )

ACKERMAN (D-NY)
ALEXANDER (D-AR)
ANDERSON (D-CA)
ANDREWS (D-TX)
ANNUNZIO (D-IL)
ANTHONY (D-AR)
APPLEGATE (D-OH)
ASPIN (D-WI)

ATKINS (D-MA)
AUCOIN (D-OR)
BARNARD (D-GA)
BATEMAN (R-VA)
BATES (D-CA)
BEILENSON (D-CA)
BENNETT (D-FL)
BENTLEY (R-MD)
BERMAN (D-CA)
BEVILL (D-AL)
BILBRAY (D-NV)
BLILEY (R-VA)
BOEHLERT (R-NY)
BOGGS (D-LA)

BONIOR (D-MI)
BORSKI (D-PA)

BOSCO (D-CA)
BOUCHER (D-VA)
BRENNAN (D-ME)
BROOKS (D-TX)
BROWDER (D-AL)
BROWN, GEORGE (D-CA)
BRUCE (D-IL)
BRYANT, JOHN (D-TX)
BUSTAMANTE (D-TX)
BYRON (D-MD)
CALLAHAN (R-AL)
CAMPBELL, BEN (D-CO)
CARDIN (D-MD)
CARPER (D-DE)

CARR (D-MI)

CHAPMAN (D-TX)

294 Members Who Voted 'YES'—=--

HALL, TONY (D-OH)
HAMILTON (D-IN)

HARRIS (D-AL)

HATCHER (D-GA)

HAYES, CHARLES A. (D-IL)
HAYES, JAMES A. (D-LA)
HEFNER (D-NC)

HERTEL (D-MI)

HOAGLAND (D-NE)
HOCHBRUECKNER (D-NY)
HORTON (R-NY)

HOYER (D-MD)

HUCKABY (D-LA)

HUGHES (D-NJ)

JACOBS (D-IN)

JENKINS (D-GA)

JOHNSON, NANCY (R-CT)

PETRI (R-WI)
PICKETT (D-VA)

PICKLE (D-TX)

POSHARD (D-IL)

PRICE, DAVID (D-NC)
RAHALL (D-WV)

RANGEL, CHARLES (D-NY)
RAVENEL (R-SC)

RAY (D-GA)

REGULA (R-OH)
RICHARDSON (D-NM)
RIDGE (R-PA)

RINALDO (R-NJ)
ROBERTS, PAT (R-KS)
ROE (D-NJ)

ROSE (D-NC)
ROSTENKOWSKI (D-IL)

JOHNSON, TIMOTHY P. (D-SD)ROUKEMA (R-NJ)

JONES, BEN (D-GA)
JONES, WALTER (D-NC)
JONTZ (D-IN)

KANJORSKI (D-PA)
KAPTUR (D-OH)
KASTENMEIER (D-WI)
KENNEDY, JOSEPH (D-MA)
KENNELLY (D-CT)

KILDEE (D-MI)

KLECZKA (D-WI)

KOLTER (D-PA)
KOSTMAYER (D-PA)
LAFALCE (D-NY)
LAGOMARSINO (R-CA)
LANCASTER (D-NC)
LANTOS (D-CA)
LAUGHLIN (D-TX)

LEACH, JAMES (R-IA)
LEHMAN, WILLIAM (D-FL)
LENT (R-NY)

LEVINE, MEL (D-CA)
LEVIN, SANDER (D-MI)

ROWLAND, JOHN (R-CT)
ROWLAND, ROY (D-GA)
ROYBAL (D-CA)
RUSSO (D-IL)

SABO (D-MN)
SANGMEISTER (D-IL)
SARPALIUS (D-TX)
SAVAGE (D-IL)
SAWYER (D-OH)
SCHAEFER (R-CO)
SCHEUER (D-NY)
SCHNEIDER (R-RI)
SCHROEDER (D-CO)
SCHUMER (D-NY)
SERRANO (D-NY)
SHARP (D-IN)

SHAYS (R-CT)
SHUSTER (R-PA)
SIKORSKI (D-MN)
SISISKY (D-VA)
SKAGGS (D-CO)
SKELTON (D-MO)



CLARKE (D-NC)

CLAY (D-MO)

CLEMENT (D-TN)
COLLINS (D-IL)
CONDIT (D-CA)

CONTE (R-MA)

CONYERS (D-MI)
COOPER (D-TN)
COSTELLO (D-IL)
COYNE, WILLIAM (D-PA)
CROCKETT (D-MI)
DARDEN (D-GA)

DAVIS, ROBERT (R-MI)
DE FAZIO (D-OR)

DE LA GARZA (D-TX)
DELLUMS (D-CA)
DERRICK (D-SC)
DEWINE (R-OH)

DICKS (D-WA)

DINGELL (D-MI)
DIXON, JULIAN (D-CA)
DONNELLY (D-MA)
DORGAN, BYRON (D-ND)
DOWNEY, THOMAS (D-NY)
DURBIN (D-IL)

DWYER (D-NJ)
DYMALLY, MERVYN (D-CA)
DYSON (D-MD)

EARLY (D-MA)

ECKART (D-OH)
EDWARDS, DON (D-CA)
EMERSON (R-MO)

ENGEL (D-NY)
ERDREICH (D-AL)

ESPY (D-MS)

EVANS, LANE (D-IL)
FASCELL (D-FL)

FAZIO (D-CA)

FEIGHAN (D-OH)

FLAKE (D-NY)
FOGLIETTA (D-PA)
FORD, HAROLD (D-TN)
FORD, WILLIAM (D-MI)
FRANK (D-MA)

FROST (D-TX)

GALLO (R-NJ)

GAYDOS (D-PA)
GEJDENSON (D-CT)
GEPHARDT (D-MO)
GIBBONS (D-FL)
GILMAN (R-NY)
GLICKMAN (D-KS)
GONZALEZ (D-TX)
GORDON (D-TN)

GRANDY (R-IA)

GRAY, WILLIAM (D-PA)
GREEN (R-NY)

GUARINI (D-NJ)

e L L P e e e e e e 123 Members Who Voted ’'NO’----

LEWIS, JOHN (D-GA)
LIGHTFOOT (R-IA)
LIPINSKI (D-IL)
LLOYD (D-TN)

LONG (D-IN)

LOWEY, NITA (D-NY)
LUKEN, THOMAS (D-OH)
MACHTLEY (R-RI)
MADIGAN (R-IL)
MANTON (D-NY)
MARKEY (D-MA)
MARLENEE (R-MT)
MARTINEZ (D-CA)
MARTIN, DAVID (R-NY)
MATSUI (D-CA)
MAVROULES (D-MA)
MAZZOLI (D-KY)
MCCLOSKEY (D-IN)
MCDERMOTT (D-WA)
MCGRATH (R-NY)
MCHUGH (D-NY)
MCMILLAN, ALEX (R-NC)
MCMILLEN, TOM (D-MD)
MCNULTY (D-NY)
MEYERS (R-KS)
MILLER, GEORGE (D-CA)
MILLER, JOHN (R-WA)
MINETA (D-CA)
MOAKLEY (D-MA)
MOLLOHAN (D-WV)
MONTGOMERY (D-MS)
MORELLA (R-MD)
MORRISON, BRUCE (D-CT)
MRAZEK (D-NY)
MURPHY (D-PA)
MURTHA (D-PA)

MYERS (R-IN)

NAGLE (D-IA)
NATCHER (D-KY)

NEAL, RICHARD (D-MA)
NOWAK (D-NY)
OBERSTAR (D-MN)

OBEY (D-WI)

OLIN (D-VA)

ORTIZ (D-TX)

OWENS, MAJOR (D-NY)
PALLONE (D-NJ)
PANETTA (D-CA)
PARKER (D-MS)

PARRIS (R-VA)
PASHAYAN (R-CA)
PATTERSON (D-SC)
PAYNE, DONALD (D-NJ)
PAYNE, LEWIS (D-VA)
PEASE (D-OH)

PELOSI (D-CA)

PENNY (D-MN)

PERKINS (D-KY)

SLATTERY (D-KS)

SLAUGHTER, D. FRENCH (R-VA
SLAUGHTER, LOUISE (D-NY)
SMITH, CHRISTOPHER (R-NJ)

SMITH, LAMAR (R-TX)
SMITH, LAWRENCE (D-FL)
SMITH, NEAL (D-IA)
SMITH, PETER (R-VT)
SMITH, ROBERT F. (R-OR)
SNOWE (R-ME)

SOLARZ (D-NY)

SOLOMON (R-NY)

SPRATT (D-SC)
STAGGERS (D-WV)
STALLINGS (D-ID)
STANGELAND (R-MN)
STARK (D-CA)
STENHOLM (D-TX)
STOKES (D-OH)

STUDDS (D-MA)

SWIFT (D-WA)

SYNAR (D-OK)

TALLON (D-SC)

TANNER (D-TN)

TAUKE (R-IA)

TAUZIN (D-LA)

TAYLOR (D-MS)

THOMAS, ROBERT (D-GA)
THOMAS, WILLIAM (R-CA)
TORRES (D-CA)
TORRICELLI (D-NJ)
TOWNS (D-NY)
TRAFICANT (D-OH)
TRAXLER (D-MI)

UDALL (D-AZ)

UNSOELD (D-WA)
VALENTINE (D-NC)
VANDER JAGT (R-MI)
VENTO (D-MN)
VISCLOSKY (D-IN)
VOLKMER (D-MO)
WALGREN (D-PA)

WALSH (R-NY)
WASHINGTON (D-TX)
WAXMAN (D-CA)

WEISS (D-NY)

WELDON (R-PA)

WHEAT (D-MO)
WHITTAKER (R-KS)
WHITTEN (D-MS)
WILLIAMS, PAT (D-MT)
WILSON, CHARLES (D-TX)
WISE (D-WV)

WOLF (R-VA)

WOLPE (D-MI)

WYDEN (D-OR)

YATES (D-IL)

YATRON (D-PA)



ARCHER (R-TX)
ARMEY (R-TX)
BAKER (R-LA)
BALLENGER (R-NC)
BARTLETT (R-TX)
BARTON (R-TX)
BEREUTER (R-NE)
BILIRAKIS (R-FL)
BROOMFIELD (R-MI)
BROWN, HANK (R-CO)
BUECHNER (R-MO)
BUNNING (R-KY) -
BURTON (R-~IN)
CAMPBELL, TOM (R-CA)
CHANDLER (R-WA)
CLINGER (R-PA)

COBLE (R-NC)

COLEMAN, THOMAS (R-MO)
COMBEST (R-TX)
COUGHLIN (R-PA)
COURTER (R-NJ)

COX (R-CA)

CRAIG (R-ID)

CRANE (R-IL)
DANNEMEYER (R-CA)
DELAY (R-TX)
DICKINSON (R-AL) .
DORNAN, ROBERT (R-CA)
DOUGLAS (R-NH)
DREIER, DAVID (R-CA)
DUNCAN, JR. (R-TN)
EDWARDS, MICKEY (R-OK)
ENGLISH (D-OK)

FAWELL (R-IL)

FIELDS (R-TX)

FISH (R-NY)

FRENZEL (R-MN)
GALLEGLY (R-CA)

GEKAS (R-PA)

GEREN (D-TX)

GILLMOR (R-OH)

____________________ 15 Members Who Were

BOXER (D-CA)
COLEMAN, RONALD (D-TX)
FLIPPO (D-AL)

HAWKINS, AUGUSTUS (D-CA)
HUTTO (D-FL)

Please type de51red COMMAND

GINGRICH (R-GA)
GOODLING (R-PA)
GOSS (R-FL)
GRADISON (R-OH)
GRANT (R-FL)
GUNDERSON (R-WI)
HALL, RALPH (D-TX)
HAMMERSCHMIDT (R-AR)
HANCOCK (R-MO)
HANSEN (R-UT)
HASTERT (R-IL)
HEFLEY (R-CO)
HENRY (R-MI)
HERGER (R-CA)
HILER (R-IN)
HOLLOWAY - (R-LA)
HOPKINS (R-KY)
HOUGHTON (R-NY)
HUBBARD (D-KY)
HUNTER (R-CA)

HYDE (R-IL)

INHOFE (R-OK)
IRELAND (R-FL)
JAMES (R-FL)
KASICH (R-OH)

KOLBE (R-AZ)

KYL (R-AZ)

LEWIS, JERRY (R-CA)
LEWIS, TOM (R-FL)
LIVINGSTON (R-LA)
LOWERY, BILL (R-CA)
LUKENS, DONALD (R-OH)
MARTIN, LYNN (R-IL)
MCCANDLESS (R-CA)
MCCOLLUM (R-FL)
MCCRERY (R-LA)
MCCURDY (D-OK)
MCDADE (R-PA)
MCEWEN . (R-OH)
MICHEL (R-IL)
MILLER, CLARENCE (R-OH)

JOHNSTON, HARRY (D-FL)
LEATH, MARVIN (D-TX)
LEHMAN, RICHARD (D-CA)
MFUME (D-MD)

MOODY (D-WI)

'NOT VOTING'

MOLINARI (R-NY)
MOORHEAD (R-CA)
MORRISON, SID (R-WA)
NEAL, STEPHEN (D-NC)
NIELSON, HOWARD (R-UT)
OXLEY (R-OH)
PACKARD' (R-CA)
PAXON (R-NY)

PORTER. (R-IL)
QUILLEN (R-TN)
RHODES, III (R-AZ)
RITTER (R-PA) .
ROBINSON (R-AR)
ROGERS (R-KY):
ROHRABACHER (R-CA)
ROS-LEHTINEN (R-FL)
ROTH, TOBY (R~WI)
SAIKI (R-HI)

SCHIFF (R-NM)
SCHUETTE (R-MI)
SCHULZE (R-PA)
SENSENBRENNER (R-WI)
SHAW (R-FL)

SHUMWAY (R-CA)

SKEEN (R-NM)

SMITH, DENNY (R-OR)
SMITH, ROBERT C. (R-NH)
SMITH, VIRGINIA (R-NE)
SPENCE .(R-SC)
STEARNS (R-FL)

STUMP (R-AZ)
SUNDQUIST (R-TN)
THOMAS, CRAIG (R-WY)
UPTON (R-MI)
VUCANOVICH . (R-NV)
WALKER (R-PA)
WATKINS (D-OK)
WEBER (R-MN)

WYLIE (R-OH)

YOUNG, BILL (R-FL)
YOUNG, DON (R-AK)

NELSON, BILL (D-FL)
OAKAR (D-OH)

OWENS, WAYNE (D-UT)
PURSELL (R-MI)
SAXTON (R-NJ)
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Recorded vote in the SENATE (Vote 2115: 64-36) (Dem: 54-1; Rep: 10-35)

Voting on:

H.R.2364 BY LUKEN, THOMAS (D-OH) -- AMTRAK Reauthorization and Improvement Act
of 1990 (Vetoed 5/24/90)

06/12/90 -- IN THE SENATE

Failed to pass over President’s veto (VOTE NO. 2115:64-36)

(Two-thirds of the Senators voting not having voted in the affirmative, H.R.
2364, to amend the Rail Passenger Service Act to authorize appropriations for
the National Railroad Passenger Corporation, upon reconsideration, was
rejected, and the veto of the President was sustained)

ADAMS (D-WA)
AKAKA (D-HI)
BAUCUS (D-MT)
BENTSEN (D-TX)
BIDEN (D-DE)
BINGAMAN (D-NM)
BOREN (D-OK)
BRADLEY (D-NJ)
BREAUX (D-LA)

BRYAN, RICHARD (D-NV)

BUMPERS (D-AR)
BURDICK (D-ND)

BYRD, ROBERT (D-WV)

COHEN (R-ME)
CONRAD (D-ND)
CRANSTON (D-CA)
DASCHLE (D-SD)
DECONCINI (D-AZ)
DIXON, ALAN (D-IL)
DODD (D-CT)
DURENBERGER (R-MN)
D’AMATO (R-NY)

ARMSTRONG (R-CO)
BOND (R-MO)
BOSCHWITZ (R-MN)
BURNS (R-MT)
CHAFEE (R-RI)
COATS (R-IN)
COCHRAN (R-MS)
DANFORTH (R-MO)
DOLE (R-KS)
DOMENICI (R-NM)
GARN (R-UT)
GORTON (R-WA)

64 Members Who Voted
EXON (D-NE)
FORD, WENDELL (D-KY)
FOWLER (D-GA)

GLENN (D-OH)

GORE (D-TN)

GRAHAM, BOB (D-FL)
GRASSLEY (R-IA)
HARKIN (D-IA)
HATFIELD (R-OR)
HEFLIN (D-AL)

HEINZ (R-PA)

HOLLINGS (D-SC)

INOUYE (D-HI)
JOHNSTON, BENNETT (D-LA)
KASSEBAUM (R-KS)
KENNEDY, EDWARD (D-MA)
KERREY, BOB (D-NE)
KERRY (D-MA)

KOHL (D-WI)
LAUTENBERG (D-NJ)
LEAHY (D-VT)

LEVIN, CARL (D-MI)

36 Members Who Voted
GRAMM, PHIL (R-TX)
HATCH (R-UT)

HELMS (R-NC)
HUMPHREY (R-NH)
JEFFORDS (R-VT)
KASTEN (R-WI)
LOTT (R-MS)
LUGAR (R-IN)
MACK (R-FL)
MCCAIN (R-AZ)
MCCLURE (R-ID)
MCCONNELL (R-KY)
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LIEBERMAN (D-CT)
METZENBAUM (D-OH)
MIKULSKI (D-MD)
MOYNIHAN (D-NY)

NUNN (D-GA)

PELL (D-RI)

PRYOR (D-AR)

REID (D-NV)

RIEGLE (D-MI)

ROBB (D-VA)
ROCKEFELLER (D-WV)
ROTH, WILLIAM (R-DE)
SANFORD (D-NC)
SARBANES (D-MD)
SASSER (D-TN)

SHELBY (D-AL)

SIMON (D-IL)

SPECTER (R-PA)
WARNER (R-VA)

WIRTH (D-CO)

MITCHELL, GEORGE (D-ME)
MURKOWSKI (R-AK)
NICKLES, DON (R-OK)
PACKWOOD (R-OR)
PRESSLER (R-SD)
RUDMAN (R-NH)
SIMPSON (R-WY)
STEVENS (R-AK)
SYMMS (R-ID)
THURMOND (R-SC)
WALLOP (R-WY)
WILSON, PETE (R-CA)
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2: List of members you will specify by name

3: Members in a file you have created
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LEGI-SLATE Report for the 10lst Congress Fri, November 9, 1990 5:43pm (EST)
Recorded vote in the HOUSE (Vote 2103: 322-93) (Dem: 238-10; Rep: 84-83)

Voting on:
H.R.2364 BY LUKEN, THOMAS (D-OH) -- AMTRAK Reauthorization and Improvement Act
of 1990 (Vetoed 5/24/90)
05/09/90 -- IN THE HOUSE
Motion
Recorded vote requested on agreeing to the conference report
Agreed to conference report (VOTE NO. 2103:322-93)

(House agreed to the conference report on H.R. 2364, to amend the Rail
Passenger Service Act to authorize appropriations for the National Railroad
Passenger Corporation.)

———————————————————— 322 Members Who Voted 'YES' ==

ACKERMAN (D-NY) HAMILTON (D-IN) PENNY (D-MN)
AKAKA (D-HI) HAMMERSCHMIDT (R-AR) PERKINS (D-KY)
ALEXANDER (D-AR) HARRIS (D-AL) PETRI (R-WI)
ANDERSON (D-CA) HASTERT (R-IL) PICKETT (D-VA)
ANDREWS (D-TX) HATCHER (D-GA) PICKLE (D-TX)
ANNUNZIO (D-IL) HAYES, CHARLES A. (D-IL) POSHARD (D-IL)
ANTHONY (D-AR) HAYES, JAMES A. (D-LA) PRICE, DAVID (D-NC)
APPLEGATE (D-OH) HEFNER (D-NC) PURSELL (R-MI)
ASPIN (D-WI) HENRY (R-MI) RAHALL (D-WV)
ATKINS (D-MA) HERTEL (D-MI) RANGEL, CHARLES (D-NY)
AUCOIN (D-OR) HOAGLAND (D-NE) RAVENEL (R-SC)
BARNARD (D-GA) HOCHBRUECKNER (D-NY) RAY (D-GA)

BATEMAN (R-VA) HORTON (R-NY) REGULA (R-OH)

BATES (D-CA) HOUGHTON (R-NY) RICHARDSON (D-NM)
BEILENSON (D-CA) HOYER (D-MD) RIDGE (R-PA)
BENNETT (D-FL) HUGHES (D-NJ) RINALDO (R-NJ)
BEREUTER (R-NE) HUTTO (D-FL) RITTER (R-PA)
BERMAN (D-CA) JACOBS (D-IN) ROBERTS, PAT (R-KS)
BEVILL (D-AL) JENKINS (D-GA) ROE (D-NJ)

BILBRAY (D-NV) JOHNSON, NANCY (R-CT) ROSE (D-NC)

BLILEY (R-VA) JOHNSON, TIMOTHY P. (D-SD)ROSTENKOWSKI (D-IL)
BOEHLERT (R-NY) JOHNSTON, HARRY (D-FL) ROUKEMA (R-NJ)
BOGGS (D-LA) JONES, BEN (D-GA) ROWLAND, JOHN (R-CT)
BONIOR (D-MI) JONES, WALTER (D-NC) ROWLAND, ROY (D-GA)

BORSKI (D-PA) JONTZ (D-IN) ROYBAL (D-CA)



BOSCO’ (D-CA)
BOUCHER (D-VA)
BOXER (D-CA)
BRENNAN (D-ME)
BROOKS (D-TX)
BROWDER (D-AL)
BROWN, GEORGE (D-CA)
BRUCE (D-IL)
BRYANT, JOHN (D-TX)
BUSTAMANTE (D-TX)
BYRON (D-MD)
CALLAHAN (R-AL)
CARDIN (D-MD)
CARPER (D-DE)
CARR (D-MI)
CHANDLER (R-WA)
CHAPMAN (D-TX)
CLARKE (D-NC)
CLAY (D-MO)
CLEMENT (D-TN)
CLINGER (R-PA)
COLEMAN, RONALD (D-TX)
COLEMAN, THOMAS (R-MO)
CONDIT (D-CA)
CONTE (R-MA)
CONYERS (D-MI)
COOPER (D-TN)
COSTELLO (D-IL)
COUGHLIN (R-PA)
COURTER (R-NJ)
COYNE, WILLIAM (D-PA)
CROCKETT (D-MI)
DARDEN (D-GA)
DAVIS, ROBERT (R-MI)
DE FAZIO (D-OR)
DE LA GARZA (D-TX)
DELLUMS (D-CA)
DERRICK (D-SC)
DEWINE (R-OH)
DICKS (D-WA)
DINGELL (D-MI)
DIXON, JULIAN (D-CA)
DONNELLY (D-MA)
DORGAN, BYRON (D-ND)
DOWNEY, THOMAS (D-NY)
DURBIN (D-IL)
DWYER (D-NJ)
DYMALLY, MERVYN (D-CA)
DYSON (D-MD)
ECKART (D-OH)
EDWARDS, DON (D-CA)
ENGEL (D-NY)
ERDREICH (D-AL)
ESPY (D-MS)
EVANS, LANE (D-IL)
FASCELL (D-FL)
FAZIO (D-CA)
FEIGHAN (D-OH)
FISH (R-NY)
FLAKE (D-NY)

KANJORSKI (D-PA)
KAPTUR (D-OH)
KASTENMEIER (D-WI)
KENNEDY, JOSEPH (D-MA)
KENNELLY (D-CT)
KILDEE (D-MI)
KLECZKA (D-WI)

KOLTER (D-PA)
KOSTMAYER (D-PA)
LAFALCE (D-NY)
LAGOMARSINO (R-CA)
LANCASTER (D-NC)
LANTOS (D-CA)
LAUGHLIN (D-TX)
LEACH, JAMES (R-IA)
LEHMAN, RICHARD (D-CA)
LEHMAN, WILLIAM (D-FL)
LENT (R-NY)

LEVIN, SANDER (D-MI)
LEWIS, JOHN (D-GA)
LIGHTFOOT (R-IA)
LIPINSKI (D-IL)

LLOYD (D-TN)

LONG (D-IN)

LOWEY, NITA (D-NY)
LUKEN, THOMAS (D-OH)
MACHTLEY (R-RI)
MADIGAN (R-IL)
MANTON (D-NY)

MARKEY (D-MA)
MARLENEE (R-MT)
MARTINEZ (D-CA)
MARTIN, DAVID (R-NY)
MATSUI (D-CA)
MAVROULES (D-MA)
MAZZOLI (D-KY)
MCCLOSKEY (D-IN)
MCDADE (R-PA)
MCDERMOTT (D-WA)
MCGRATH (R-NY)
MCHUGH (D-NY)
MCMILLAN, ALEX (R-NC)
MCMILLEN, TOM (D-MD)
MCNULTY (D-NY)
MEYERS (R-KS)

MFUME (D-MD)

MILLER, GEORGE (D-CA)
MILLER, JOHN (R-WA)
MINETA (D-CA)
MOAKLEY (D-MA)
MOLLOHAN (D-WV)
MONTGOMERY (D-MS)
MOODY (D-WI)

MORELLA (R-MD)
MORRISON, BRUCE (D-CT)
MORRISON, SID (R-WA)
MRAZEK (D-NY)

MURPHY (D-PA)

MURTHA (D-PA)

MYERS (R-IN)

RUSSO (D-IL)
SABO (D-MN)

SAIKI (R-HI)
SANGMEISTER (D-IL)
SARPALIUS (D-TX)
SAVAGE (D-IL)

SAWYER (D-OH)

SAXTON (R-NJ)

SCHEUER (D-NY)

SCHIFF (R-NM)
SCHNEIDER (R-RI)
SCHROEDER (D-CO)
SCHULZE (R-PA)

SCHUMER (D-NY)

SERRANO (D-NY)

SHARP (D-IN)

SHAYS (R-CT)

SHUSTER (R-PA)
SIKORSKI (D-MN)
SISISKY (D-VA)

SKAGGS (D-CO)

SKEEN (R-NM)

SKELTON (D-MO)
SLATTERY (D-KS)
SLAUGHTER, D. FRENCH (R-VA
SLAUGHTER, LOUISE (D-NY)
SMITH, CHRISTOPHER (R-NJ)
SMITH, LAMAR (R-TX)
SMITH, LAWRENCE (D-FL)
SMITH, NEAL (D-IA)
SMITH, PETER (R-VT)
SMITH, ROBERT F. (R-OR)
SMITH, VIRGINIA (R-NE)
SOLARZ (D-NY)

SOLOMON (R-NY)

SPENCE (R-SC)

SPRATT (D-SC)

STAGGERS (D-WV)
STALLINGS (D-1ID)
STANGELAND (R-MN)
STARK (D-CA)

STOKES (D-OH)

STUDDS (D-MA)

SWIFT (D-WA)

SYNAR (D-OK)

TALLON (D-SC)

TANNER (D-TN)

TAUKE (R-IA)

TAUZIN (D-LA)

TAYLOR (D-MS)

THOMAS, ROBERT (D-GA)
THOMAS, WILLIAM (R-CA)
TORRES (D-CA)
TORRICELLI (D-NJ)
TOWNS (D-NY)

TRAFICANT (D-OH)
TRAXLER (D-MI)

UNSOELD (D-WA)
VALENTINE (D-NC)
VANDER JAGT (R-MI)



FOGLIETTA (D-PA)
FORD, HAROLD (D-TN)
FORD, WILLIAM (D-MI)
GALLEGLY (R-CA)
GALLO (R-NJ)

GAYDOS (D-PA)
GEJDENSON (D-CT)
GEKAS (R-PA)
GEPHARDT (D-MO)
GEREN (D-TX)
GIBBONS (D-FL)
GILMAN (R-NY)
GLICKMAN (D-KS)
GONZALEZ (D-TX)
GOODLING (R-PA)
GORDON (D-TN)
GRANDY (R-IA)
GRANT (R-FL)
GRAY, WILLIAM (D-PA)
GREEN (R-NY)
GUARINI (D-NJ)
GUNDERSON (R-WI)
HALL, TONY (D-OH)

————— e 93 Members Who Voted 'NO’'-—---

ARCHER (R-TX)
ARMEY (R-TX)

BAKER (R-LA)
BALLENGER (R-NC)
BARTLETT (R-TX)
BARTON (R-TX)
BILIRAKIS (R-FL)
BROOMFIELD (R-MI)
BROWN, HANK (R-CO)
BUECHNER (R-MO)
BUNNING (R-KY)
BURTON (R-IN)
CAMPBELL, BEN (D-CO)
CAMPBELL, TOM (R-CA)
COBLE (R-NC)

COMBEST (R-TX)

COX (R-CA)

CRANE (R-IL)
DANNEMEYER (R-CA)
DELAY (R-TX)

DORNAN, ROBERT (R-CA)
DOUGLAS (R-NH)
DREIER, DAVID (R-CA)
DUNCAN, JR. (R-TN)
EARLY (D-MA)
EDWARDS, MICKEY (R-OK)
ENGLISH (D-OK)
FAWELL (R-IL)

FIELDS (R-TX)
FRENZEL (R-MN)
GILLMOR (R-~OH)

____________________ 18 Members Who Were

BENTLEY (R-MD)
COLLINS (D-IL)

NAGLE (D-IA)
NATCHER (D-KY)
NEAL, RICHARD (D-MA)
NOWAK (D-NY)

OAKAR (D-OH)
OBERSTAR (D-MN)
OBEY (D-WI)
OLIN.(D-VA)

ORTIZ (D-TX) .
OWENS, MAJOR (D-NY)
OWENS, WAYNE (D-UT)
OXLEY (R-OH)
PALLONE (D-NJ)
PANETTA (D-CA)
PARKER (D-MS)
PARRIS (R-VA)
PASHAYAN (R-CA)
PATTERSON (D-SC)
PAXON (R-NY)

PAYNE, DONALD (D-NJ)
PAYNE, LEWIS (D-VA)
PEASE (D-OH)

PELOSI (D-CA)

GINGRICH (R-GA)
GOSS (R-FL)
GRADISON (R-OH)
HALL, RALPH (D-TX)
HANCOCK (R-MO)

_HANSEN . (R-UT)

HEFLEY (R-CO)
HERGER (R-CA)
HILER (R-IN)
HOLLOWAY (R-LA)
HOPKINS (R-KY)
HUBBARD (D-KY)
HUCKABY (D-LA)
HYDE (R-IL)

INHOFE (R-OK)
IRELAND (R-FL)
JAMES (R-FL)
KASICH (R-OH)
KOLBE (R-AZ)

KYL (R-AZ)

LEWIS, TOM (R-FL)
LIVINGSTON (R-ILA)
LOWERY, BILL (R-CA)
LUKENS, DONALD (R-OH)
MARTIN, LYNN (R-IL)
MCCANDLESS (R-CA)
MCCOLLUM (R-FL)
MCCRERY (R-LA)
MCCURDY (D-OK)
MICHEL (R-IL)

MILLER, CLARENCE (R-OH)

FRANK (D-MA)
FROST (D-TX)

‘NOT VOTING'’

VENTO (D-MN)
VISCLOSKY (D-IN)
VOLKMER (D=MO)
WALGREN (D-PA)
WALSH (R-NY)
WASHINGTON (D-TX)
WAXMAN (D-CA)

WEISS (D-NY)

WELDON (R-PA)
WHEAT (D-MO)
WHITTAKER (R-KS)
WHITTEN (D-MS)
WILLIAMS, PAT (D-MT)
WILSON, CHARLES (D-TX)
WISE (D-WV)
WOLF (R-VA)
WOLPE (D-MI)
WYDEN (D-OR)
WYLIE (R-OH)
YATES (D-IL)
YATRON (D-PA)

i

MOLINARI (R-NY)
MOORHEAD (R-CA)

NEAL, STEPHEN (D-NC)
NIELSON, HOWARD (R-UT)
PACKARD (R-CA)

PORTER (R-IL)

QUILLEN (R-TN)

RHODES, III (R-AZ)
ROGERS (R-KY)
ROHRABACHER (R-CA)
ROS-LEHTINEN (R-FL)
ROTH, TOBY (R-WI)
SCHAEFER (R-CO)
SCHUETTE (R-MI)
SENSENBRENNER (R-WI)
SHAW (R-FL)

SHUMWAY (R-CA)

SMITH, DENNY (R-OR)
SMITH, ROBERT C. (R-NH)

'~ SNOWE (R-ME)

STEARNS (R-FL)
STENHOLM (D-TX)
STUMP (R-AZ)
SUNDQUIST (R-TN)
THOMAS, CRAIG (R-WY)
UPTON (R-MI)
VUCANOVICH (R-NV)
WALKER (R-PA)
WATKINS (D-OK)
WEBER (R-MN)
YOUNG, DON (R-AK)

LEWIS, JERRY (R-CA)
MCEWEN (R-OH)



CRAYG (R-ID) ' HAWKINS, AUGUSTUS (D-CA) NELSON, BILL (D-FL)

DICKINSON (R-AL) HUNTER (R-CA) ROBINSON (R-AR)
EMERSON (R-MO) LEATH, MARVIN (D-TX) UDALL (D-AZ)

FLIPPO (D-AL) LEVINE, MEL (D-CA) YOUNG, BILL (R-FL)
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NEWT GINGRICH b[\/ é E 1620 LONGWORTH BUILDING

\ WAasHINGTON, DC 20616
6TH DISTRICT, GEORGIA 2 203.276:0587

REPUBLICAN WHIP

Congress of the United States
Bouge of Representatives

OFFICE OF THE REPUBLICAN WHIP
asbington, ML 20515

February 26, 1991
MEMORANDUM

To: Governor John Sununu

Fram: Congressman Newt Gingrich
Senator Phil Gramm

We should develop legislation based upon the following concepts:

Economic Growth Dividend Tax cut /
-- this post-recession legislation would dedicate approximately $12
billion annually (20% of the on-budget increased revenues) gained
fram econamic expansion to offset taxes. We envision such a tax cut
to be returned to working Americans by increasing their personal
exemptions.

Capital Gains and Enterprise Zones Package @
-- any revenue generated by the Capital gains cut would be used to
provide for a multi-purpose IRA. Such an IRA could be used for
educational, health, hamebuyers, or retirement purposes.

Spending Cuts for Tax Cuts ®
—- package of one-for-one federal spending reductions and program
eliminations coupled with tax reductions targeted for families.
Substituting personal choice for the values of the bureaucracy would
allow a member of the family to stay at home with a newborn for one-
year rather than mandating leave.

Such a tax package meets the basic test of fairness and is built around the
core Republican value of lowering the tax burden on working Americans and
encouraging economic growth.
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STRENGTHENING AMERICA:
THE DEMOCRATIC AGENDA

LEGISLATIVE AGENDA
OF THE
SENATE DEMOCRATIC CONFERENCE
FOR THE 102ND CONGRESS

~ February 6, 1991




America is now at war abroad and we must work to see that it is swift and decisive wnth
the least possible loss of life. We have a grave responsibility to half a million of our -
fellow citizens who bear the burden of batt!e—to support them now and respect them
when they return. :

There is nothing a democratic society can do that is more difficult than to ask a few to
risk everything in behalf of the many who risk nothing. We've done that. Our troops
deserve our full support and we are determined to see that they receive it. ~

-As critical as the Gulf conflict is, we must also address the urgent pioblems heré at
- home. Our responsibility is not only to support the men and women serving inthe
Persian Gulf, but to build an America worthy of them for their families and their children.
We must put our own house in order.

tis strength‘ at home that enables us to project strength abroad—alnd'it is strength at
' -home that determines the qUality of lite of our people now and in the future.

America today has serious problems at home—pro’ lems that cannot wait-and
Democrats in Congress are determined to face these home front problems now — and to

push ahead with the strengthening of Amenca and the creation of more and better jobs -
for our people

Today our economy is in recession—-and in the months ahead Senate Democrats will put
forward economic policy and stabilization initiatives designed to end the recession and
put America back on a path of widely shared economic growth.
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A central and guiding goal of our efforts will be to double the annual rate of U. S.
product:vnty growth with new emphasis on:

» Increased investment in the education and tralmng of our national
workforce.

» QGreater investment in research and development and technology

“advancement.

« Major new efforts at rebuilding America's deteriorating infrastructure-
-our roadways, water systems, and the new kind of infrastructure
America needs to compete in the information age, including a natlonal network
of "information superhighways."

* Increased savings, capital formation, and capital investment.

Many times our solutions lie not with the creation of new programs but with the proper
oversight and administration of programs which already exist. Through careful
examination of federal spending priorities and a commitment to make certain that each
dollar is spent prudently, Senate Democrats will set as a high priority an aggressive -
effort to scrutinize all federal activities.

Our Ieglslatlve agenda in the 102nd Congress will mclude the following ten key
priorities that will help rebuild and strengthen America.
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AMERICA AT WAR

O In the world ... support for our troops In the Gulf; more equitable

burdensharing in a more stable world; redoubled effort at arms control and -

~ non-proliferation; a commitment to American values in American foreign
policy; sustainable development; and economic security for America. -

- Senate Democrats stand behind our fighting men and women in the field and when they
come home. We give highest priority to supporting the troops engaged in Operation
Desert Storm through initiatives to provide deserved benefit programs to active duty and

- reserve military personnel in the Gulf. We recognize the courage. of one nation, Israel,

which has done much by its brave refusal to be provoked. The crisis has_given us

powerful new proof of Israel's friendship. - - '

Senate Democrats also are committed to providing our veterans and their families with
the very best medical care, compensation benefits, and services..

The U.S. will remain the pre-eminent power in world affairs, but we can nc longer afford
to take on sale responsibility for world police actions. Collective secutity requires -
collective action. America's allies must shoulder their fair share of the burden of .
collective security. We also are dedicated to strengthening international institutions,
such as the United Nations and regional organizations, to help build and sustain a world
of peaceful diversity. - '

At the top of this new international agenda must be a genuine effort to control
Pproliferation of weapons’ of mass destruction-nuclear, chemical and biological-and the
means to deliver those weapons. ' ‘ o

The awesome destructive capacity of "conventional" weaponry and the negative impact~
of certain past United States arms sales obliges us to assert new leadership to provide
for effective international control of the world arms trade. _ :

-American foreign policy must reflect American values. Our commitment to democracy,
development, and human rights must not become victim to cynical power politics. We
cannot oppose repression in one place and- overlook it in another. ‘



As we seek to prevent the spread of weaponry in the Third World, we must also
rededicate ourselves to the unfinished business of nuclear arms control with the Soviet
Union. The ominous political trends in the' Soviet Union make nuclear arms reductions
more urgent than ever. :
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AMERICAN OPPORTUNITY

O Most importantly, in strengthening the American economic base .
by enhancing the components needed for a healthy and viable economy at
home and fortified competitiveness abroad. ‘

We are in a recession. More than a million Americans:who had jobs last year are out of
work today. Bankrupicies are rising. American manufacturer's share of the world
consumer electronics market has shrunk from seventy percent to five percent People
are concerned about their economlc future

We can strengthen the Amerlcan economy by reduerng the federal budget deficit to
reduce the demand for foreign capital and free up domestic funds for long term
investments.

We must strengthen the economy as well and renew our commitment to Civil 'Rights by
ending discrimination in the workplace and insuring that all Americans have an equal
opportunlty to find and hold a job.

Senate Democrats also will offer a technology policy to improve our ability to
commercialize critical technologies, to improve manufacturing, and to maintain our
scientific edge. We also support a capital formation policy to address the real problem
of high capital costs through a number of policy changes including incentives for -
savings through retention of Individual Retirement Accounts, new mechanisms for
funding start-up firms, and accounting changes to reduce speculation and promote long
term investment, especially for small business. We understand that increased
investments in education, workforce training, bridges and highways,
telecommunications, and industrial research and development will reap economlc

~ benefits by improving the productivity of American workers and mdustry



_ Our country's enormous trade deficit, particularly with imported orl and manufacturing
products, continues to be a major, unaddressed economic problem. Abroad; this
country must work with our trading partners to expand and open markets. The U.S.
should continue to aggressively pursue multi-lateral agréements that allow for increased
free trade. A more open trading system can only benefit our economy and those of our
partners. However, we also recognize that free trade must be fair as well. There is a
need for continued bi-lateral discussions with our tradlng partners to eliminate unfair
trade practices and open closed markets. In some cases, other nations' professed
allegiance to "free trade" is more rhetoric than substance. Senate Democrats believe in-
free trade but also believe that we and our economic competitors should play by the
same rules on a level field and will take legislative action to achieve fair trade and a
level playing field. : :

One way to improve our competmveness is to liberalize our outdated export laws to
allow for increased opportunities for American businesses. In recent years, cur:
manufacturers' success in exports has been a bright spot in the trade picture. But
Senate Democrats want to open more opportunities and help American firms do better
still. Prompt passage of the Export Administration Act Amendments pocket-vetoed by

- the President last fall will remove many of the dbsolete obstacles that hamper Amencan
firms' efforts to compete with manufacturers in Europe and Japan.

Fmally,‘ we also re_cognrze that agriculture, in all it's varied components, is a vital part. of
" our economic base. Agriculture has been, and remains, the largest positive contribution

in our fight for a positive trade balance. We will ensure that agriculture is strong at
home with a level playing field in international markets. «

g In finance ... by rebuilding a financial system that responds to the
needs of the Amerrcan people and is more competitive in the international
marketplace.

Coming after the S&L debacle, the U. S bankmg industry is now in deep trouble.: With
major failures like the Bank of New England, the Congressional Budget Office now
predicts the federal insurance fund will go broke by year end-requiring another
taxpayer bailout. Urgent action is needed to strengthen-the bankrng system.

This year, Senate Democrats will work to modernlze the laws that govern our financial
. institutions to help ensure that our banks are strong both here at home and in '
international markets. Rebuilding the Bank Insurance Fund (BIF) and a complete
overhaul of the deposit insurance system should be the heart of any financial reform
package. Nothing will do more to protect Amencan savrngs and help ensure that an .
S&L crisis never happens again. :



" When reforming deposit insurance, it is absolutely lmperatlve that we worK to |Imlt |
taxpayer exposure. But this must and can be accomplished without undermlmng
confidence in our financial system and without bankrupting the industry.

Beyond these two important reforms, we :must look to streamline the regulation of our -
depository institutions and open new areas of investment-that are both safé and
profitable. The current regulatory system is plalnly inefficient and can work to

.. encourage risk taking.

Banks and S&Ls are not the only part of the financial system in. need of attent|on The
fmancual markets, including the stock markets, are viewed by many as a casino which
rewards short term speculation rather than long term investment. :

Senate Democrats will promote an open debate and reexamination of the way in which
we make investments. Productive long term investments are the foundation of economnc
growth. -However, our financial system seerms geared more to speculation and the
creation.of paper wealth. Our initiatives-will lengthen the time horizon of investors and
reduce the current bias in the financial markets toward short sighted speculation. .
.Unless we adapt ourtime horizon, more* productive investment anc’long term economic
growth will continue to fall beyond our grasp. S

] With honesty and fairness in budgeting and taxation . | . by opposing
further tax breaks for the rich and by msnstlng that the wealthlest and most
- powertful Amerlcans bear thetr fair share. :

.The past i2n years have changed this nation into one in which the richest twenty percent
of all Americans earn more than all of the rest of our people combined. While the
dlspanty between the rich and the rest of America continues to grow, average family
income has declined. '

The Congress has already passed legislation easing tax-filing requirements for
‘Americans serving, as part of Desert Shield. One of our highest additional priorities wnll
be to demand greater fairness for everyone else in our tax system. Building upon our
efforts in the.101st Congress, Senate Democrats intend to.lessen the tax burden on .
working families while asking those with the ability to pay to bear a greater share of the
income and social security tax responsibilities.



Honesty in budgeting remains a subject of intérest to Senate Democrats. ‘Congress last "
_ year produced a budget agreement which requires the Administration to include in their
_yearly budget submission the anriual increase in debt subject to limit as a measurement
of the deficit. The Omnibus Budget Reconciliation Act of 1990 also requires that the
Administration's budget list the balances of all trust funds. And Social Security trust fund
revenues and outlays no longer are included in deficit figures. Senate Democrats will
continue to press that the letter of the law be followed to make certain ail Americans
receive a fair and honest assessment of their partnarship with the federal government.
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AMERICAN STRENGTH
a ln health and education... by addressing cbsts, access, and quality.

W_e cannot rebuild America unless we invest in the health and education of the o
American people. Ce e R

We spend more on health care than any other country. We receive the best care—but
only for those who can afford it.. A lot of Americans are left out. As many as thirty-seven
million do not have health insurance.. And we don't have any policy on what will be the
- crisis.of this decade: Long-term care for the elderly. ' '

. Efforts to expand access to high quality, affordable health care for all uninsured

- Americans will have high priority for Senate Democrats in the 102nd Congress. Special
emphasis will be placed upon providing those expectant mothers in need with access to-
adequate prenatal care. We will place special emphasis on prevention strategies in
areas such as food safety, drug treatment and AIDS.

The representation of women in medical research has not always been what it should
be—diseases that exact a disproportionate toll on the female population are frequently
underrepresented in medical research. This will no longer be the case-the Women's
Health Equity Act will.upgrade research, services and prevention for women's health. In
addition, Senate Democrats are committed to maintaining reprocuctive options for
women and their families.



Building upon our efforts in the last Congress, it is our intention to review reforms in both
Medicare and Medicaid payment systems, as well as affordable and adequate health
insurance coverage for all Americans, including individuals, families and small
business. :

Finally, we will continue to address the urgent need for long term care for both elderly
and disabled Americans during the two sessions of this Congress.

‘We can provide better health care at less cost. We must learn to do more with less.

Nearly 30 million Americans cannot read, write and compute at an eighth grade level.
Within the next 10 years, nearly thirty percent of today's jobs will disappear, and a large
percentage will not require four years of higher education. Reform and accountability in
our nation's'schools is imperative, as is the greater accountability of television in the

_ public interest. '

Early childhood health and education initiatives, such as. nutrition and literacy, are L
critical to improved American strength. We must ensure that American students receive .
a high quality education and that the skyrocketiny cost of higher education and the -
burden this imposes on middle income families will be addressed so that our country
can compete in the global economy. '

In its determination to set education as one of its highest priorities in the Congress,
Senate Democrats intend to insure that educational goals are defined and that an
honest assessment of our deficiencies and our programs toward meeting those goals is
provided to the people. It is also our intent to clarify and monitor the standards by which
these goals are measured. ' :

We know that merely throwing money at this problem will not work. Government needs
to support, not obstruct, efforts of parents, teachers, and community leaders who are
struggling at local restructuring efforts. ‘ :

Of the many goals to be addressed, one which will receive special priority will be the .
long term elirsination of illiteracy. Much more must be done to prepare students for
school, and help them stay there. We must challenge our educational system to involve
parents more pro-actively in their children's education, both at school and in the home.

Access to both vocational and higher education will receive special attention in the

102nd Congress. The reauthorization and enhancement of current federal efforts in
both areas will receive both careful scrutiny and significant support. -
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Finally, special attention needs to be given to establishing a youth apprentroeshlp
system in our schools which specifically addresses the needs of those high school
students who do not go to college in order to properly prepare them to meet the demand
for skilled labor markets. . '

o For children and families ... by understandlng the impending social
calamity; by respondmg with the full utilization of the pohcy tools
avallable, and by searchlng for new .ones.

There are some sixty-four million children in the United States. At current dependency
rates, sixteen million, or one-quarter, will be on welfare before they have reached the - '
age of eighteen. For minorities, the proportion will be one-half. Children now make up
the largest proportion of poor persons in the United States. There is no- equrvalent in
our history to such a number or such a proportion.

Much of this is new. This circumstance was not as recognized during the era of thie New
Deal, a half century ago, nor during the era of the Great Society, a quarter century ago.
it marks the emergence of a.new issue in socral pohcy The issue of dependency It is
necessary to force ourselves to recognize just how suddenly this has come upon us.
The defining criterion of dependency is famrly structure.

These are the signs that many of America's children and our nation's very future .are at
risk. Moreover, all but the most affluent families in America have experienced significant
economic pressures since the mid-1970's. Stagnation in wages for working. parents, the
rise in single-parent households, and the escalating costs of living have all made it more
difficult for famrhes to raise their chrldren

Poverty is by no means the only "culprit" in the problems of children. Drugs, depression,
poor educational performance, inadequate health care, and other dangers affect

- children throughout our socrety—they are the result of many factors in and out of the
home.

~ Actions must be taken to support children by helping families to become economically
secure. Leadership and resources must be invested in giving all children an opportunity
to obtain the education, health care, support and values they need to become fully
productive citizens and. workers.



The Family Support Act of 1988 introduced a wholly new concept to address the
changing family structure-based on a new social contract. Dependent mothers were to
exchange effort for assistance. They must be enabled to work and expected to work.
Most married mothers of young children are now in the work force. Absent fathers must
be required to provide child support. Child health services—Medicaid-must be allowed
to continue in place while mothers make the transition to the world of work.

To grow up successfully, children need attention and support at every stage of
development. Parents hold the first and foremost responsibility for children; ,
government, employers, the media, and the community also have a critical role to play.
All working families in America should have access to safe and affordable child care in
the setting of their choice. Working parents should be assisted in their efforts to balance
work and family respensibilities. For example, a reasonable period of job protection
must be available to care for a newborn or a child who is-ill.

Adequate prenatal care and special emphasns upon the need to provide all children
access to adequate nutrition, full immunization against childhood diseases and .~ |
" necessary health care must be secured. Finally, greater access to proven concepts
such as WIC and Headstart, deserve strong support.

It is now the task of the national, state, and local governments and private agencies
throughout the land to make this effort work. We pledge to do just that. We understand
. that a social calamity which has taken a near generation to come about will take a near
generation to remedy. We have shown this endurance in the past; we will now.

We also serve the children and families of America by ensuring that they have decent,
safe, adequate housing. Ignoring the need for public housing, and failing to encourage
private housing development have been a dlsserwce to both our nation's children and
their families.

There are millions of children on our streets today who have been terribly hurt by this

social convulsion and must be helped. The first task of any society is to create citizens.
We are notedoing that today for a quarter of our children.
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o In democracy by returning citizen lnfluence to politics through a
limit on total polmcal spending, ethics reforms, and limitations on special
interests.

A Senator must raise over fifty thousand dollars per month every month of his or her six
year term just to meet the average cost of re-election. In just over one decade (1976-88)
political action committee contributions soared from fifteen percent to thirty-three percent
of all contributions in congressional campaigns. Since 1956, broadcasting costs have
jumped from six percent to eighty percent of the cost of contested campaigns.

In the 102nd Congress, Senate Democrats have proposed tough, practical laws to
create comprehensive campaign reform. The only way to get at the core problem in
campaign finance is by setting a limit on total spending. Such a limit is the central
feature of our campaign reform plan and must be a major component of any serious
reform proposal adopted by the Senate.

Broadcast costs are by far the biggest outlay in every serious campaign. Through
vouchers and/or reduced cost time, we propose both to ease these sosts and to
' encourage complrance wrth the spending llmlts which lie at the core of our plan

~Political action committees, though initially proposed.as a way to limit the mﬂuence of
_large donors, have at times been too dominant an’influence in the process. Senate

. Democrats will continue to seek the elimination of undue influence from both large
_donors as well as political action committees in the 102nd Congress.

O In‘the fight against crime... by ensuring that our police and
prosecutors have the tools they need to bring criminals to justice, by.
seeking ways to prevent crime, by providing that crime victims are treated
falrly, and by educatrng our young about the dangers of drug abuse

The plague of crime remains one of our Natron’s major problems. Every nineteen
seconds, another violent crime takes place. Every three seconds, there is another
property crime. The number of murders in our nation's cities is increasing dramatically.
And the plague of drug abuse continues to infest our entire country.

The crime statistics are appalling, but to some they fail to convey the very real human

misery behind the numbers. Real people are getting Killed around our country. Each
has a history; most have family and loved ones left behind.
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The fight against crime and drug abuse must be a top national priority. And the men and
women who wage that fight should know that their calling is as noble as any in our
society. Just like our brave soldiers abroad, police officers put their lives on the line for .
their community. They deserve the nation's support

.To assist local police in the fight against crime, Senate Democrats will provide financial
. and other support for state and local law enforcement, increase the number of FBI and
DEA drugfighting agents, develop innovative approaches to law enforcem_ent and crime
prevention, advocate tough enforcement of federal laws, ensure that victims get
adequate assistance, and set an example of leadership for the rest of the nation.
Senate Democrats support continuing strong, anti-crime and anti-drug legislaticn which
deals with the ever pressing drug use, including education, rehabilitation, and
enforcement. Along this line, the Democrats support all or major portions of the Biden
Anti-Crime and Drug Control Act of 1991, the Outlaw Street and Motorcycle Gang
Control Act of 1991, and the Violence Against Women Act of 1991.

Finally, this year's reauthorization of the Family Violence Prevention and Services Act

will provide an opportunity for a dlsmpllned coordinated responsge on the part of federal n

state and local gévernments to the’ growing scourge of domestlc violence against
women and children.

Kok ok K Kk

' AMERICAN RESOURCES

g in energy ... by building a comprehenswe policy to end dependence
.on forelgn oil and by conserving our precious resources.

Forten years we have had no energy policy. As a result, our nation is more dependent
on foretgn sources then at any time in its history. Japan and West Germany both now -
produce about twice as much GNP per unit of energy as we do. Our reliance upon oil

from the Persian Gulf has been given by the Admlmstratnon as one of the main reasons
for the war Wlth Iraq. :
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During the 102nd Congress, Senate Democrats will forge a comprehensive energy
strategy, including the development of domestic resources, aggressive efforts to
encourage viable energy alternatives, and a national plan to conserve effectively the
energy we use today. Our strategy also will reduce environmentally harmful emissions,
such as greenhouse gases, acid rain precursors and local air pollutants.

The importance.of new conservation efforts must and will be underscored as the
cornerstone of the Democratic Conference's energy policy. The federal government
must first set an example and then set a policy to promote, and in some cases, mandate,
tough new conservation and eneérgy efficient initiatives in transportation, utility, anc
bunldlng sectors.

Environmentally sound explcration and production of both domestic oil and natural gas
will be strongly supported. Continued use of coal will be enhanced through the
development of clean coal technclogies.

Finally, we beheve that continued efforts to pursue alternative. energy development i |s
critical to a national plan. Through the utilization of new technology an<! research,
financial incentives, and nationally coordinated- -plans, renewablé energy policy can and
will play an increasingly important role. This energy strategy will emphasize cost-
shared demonstration of the most promising technologies in solar, wind, geothermal.
and biomass energy, as well as research on hydrogen and other future energy sources.

a And in the environment ... by building upon the advancements of the

past two years.

EPA has missed most of the deadlines under the Superfund law. We lose more than
500,000 acres of wetlands every year. Fifty percent of the operating landfills will be shut
down in the next five years. Thirty percent of our nation's lakes, rivers and estuaries

‘cannot support uses such as swimming or fishing.

A major legislative goal will be to reauthorize and strengthen existing laws to protect our
water, ensuring our water is safe and free from contaminants. It is also our intent to
examine carefully current efforts to address our solid waste problem. Every attempt
must be made to coordinate the effort at every level of government with special
emphasis in providing local authorities ample assistance in meeting our national goals.

We intend to move aggressively on the cleanup of hazardous waste sites at federal
facilities.
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Senate Democrats will also work to make the U.S. a leader in the efforts of the
international community to combat global warming and ozone depletion, to protect the
world's oceans, and to promote the conservation of rainforests and other areas
important to the earth's blolog|cal dnversny, to the conservation of wildlife, and to the
maintenance of a healthy and functional global environment.

Recognizing the linkage between global environmental degradation and population
growth, we will work to rebuild America's legacy of leadership in international family
planning programs and the effort to provide universal-access to voluntary family
planning services by the year 2000.
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