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Deferral of tax liability when an individual is
required by his or her agency to divest assets in order
to avoid conflicts of interest.
Strengthened rules against abusing the revolving door
for private gain at the éxpense of the public trust.
These rules would also apply for the first time to the
legislative branch.
A 25 percent pay raise for federal judges was proposed
in the-legislation submitted April 12. ©n July 7, the
Presidentaéﬁgmitted Separate. legislation calling for
pPay increases for certain specialized professionals and
other senior officials in the executive branch.
Congressional Hocnoraria Ban: oOn July 7, the President
also sent to Congress legislation that calls for the
elimination of Congressional honoraria by 1991, making
the next Congress honoraria-free. This proposal is
linked to the enactment by Congress of a pay increase
for its Members, and the President will work with
Congress toward this end.
The extension of the federal statute that prohibits
employees from taking actions that enhance their own
financial inéerest to cover legislative and judicial
branch employees (but not Members of Congress).
The extension of the Independent Counsel statute to
cover the Congress and the creation of an independent,

non-partisan Congressional Ethics Office.
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U.5.Department of Asgistant Secretary 400 Seventh St., SW.
Transportation tor Budget and Programs Washington, D.C. 20590
Office of the Secretary

of Transporication

July 26, 1989

NOTE TO: Jchn Gaughan M
p. L
FROM: Kate L. Moore —

SUBJECT: Response to BBA: 6 Months Der\'tSe..) f|€a5'- inelode

Vv

S'ar\d
With respect to the 6-month review, I propose adding the following kind of
paragraph under the section "Kesping the Economy Strong:"

spor o ny :

The Administration has taken several measures to enhance safety,
security, and efficfency in the air transportation system. Thess
efforts include a proposed 17% increase in the budget for the
Federal Aviation Administration, new requirements for the

o installation of m detection devices in high-risk airports,
»9"\;*"' new safety requiremenmts for older af rcraft, and intense international
of W= negotiatfons to enhance security abroad.

If you nead any resistance to the inclusion of this paragraph, you might
remind the White House that this subject was {ncluded in the original
Building A Better Americs document of February 1989. They seem to be

PR

tracking this document.

®ao' %y 1 Dslfeve the Civil Rights sections nesd besfing up (but I don't have the

%h/ facts to do $0).
fq/
%, . I have proposed one edit to page 17 which 1s attached,

Attachment

¢: Ken Quinn
Betty Monro
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OFFICE OF NATIONAL DRUG CONTROL POLICY /
EXECUTIVE OFFICE OF THE PRESIDENT
Washington, D.C. 20500

July 28, 1889

FAX TRANSMISSION TO: Chriass Winston
Office of Communications
FROM: David Tell lu:
Deputy Chief &f Staff
SUBJECT: ngiwx Months of the Bush Administration"

All of the drug material in this package is fine so far as
it goes. Two related mlassing things are & problem, though.

You've got to make scme reference tc the President's
upcoming {early September) release of his first Natioenal Drug
Control Strategy, and you've got to allow room in your rather
axtensive and too-concrete drug budget discussicn for what will
in all likelihocd be —- simultaneous with that release -- a
Presidential call for significant additional FYS0 drug funds.

Details of both strategy and budgst are still under review
and not yet set in stone. You probably should not forecast
eithsr; we want to save as much big bang as peossible for the
President's announcement. I suggest you give youself wiggle room
marely by reminding your readers that the President will release
a new strategy in September, that it will contain some big and
important recommendations and initiatives for every front of the
drug war -- in addition to those discussed in "S4ix Months," and
that the Administration has "already" (& key word: without
winking and nedding, it doesn't rule out more FY90 apending)
requested X billion dellars for this and that drug thing.

Sorry not to have detailed line sdits for you. It's all I
can do to keep up with my office's stuff.

Call me if you need to talk about this.



___—’——-4—"‘—““\\

THE WHITE HOUSE v
WASHINGTON

Other topics that may want to be added:

Adoption

Abortion

From USTR:

page 3 Summary

Steel VRA’s: The Steel Trade liberalization program designed to

restore an open, equitable, and competititive global market for
steel. .

Paper page 12

GATT: progress has been made towards the successful conclusion
of the Uruguay Round of multilateral trade negotiations by
December 1990. These negotiations are intended to strengthen the
multilateral system, improve the GATT as an institution, expand
market access for trade and goods, and extend GATT discipline to
new areas of trade, such as services and investment.

Suggested language from HUD:

/-\

Under Civil Rights: Fair Housing Law: The Congress with the
support of the Administration supported the passage of a new fair
housing law that broadly expanded the ability of the federal
goverment to enforce laws against discrimination in housing. The
law went into effect on March 12, 1989 and HUD and Justice are
working to vigorously enforce the new law.

-



THE WHITE HOUSE
WASHINGTON

July 26, 1989

MEMORANDUM TO CHRISS WINSTON

FROM: JEREMY L. SHANE '

Office of ISsues Analysis (Toveecten )
RE: "SIX MONTHS OF A BUSH ADMINISTRATION"

I noticed on page 17 of the second document that your office
still needed information regarding the Administration’s
comprehensive oil spill liability bill. Attached for your
reference is a statement of purpose and section-by-section
analysis of the Administration’s proposal.

The original Administration bill included provisions which would
allow international oil spill treaties to preempt state laws.
This is a sensitive issue, and the briefing paper should not
refer to the state preemption provision.

Please call me at 2270 if you have any further questions or need
any additional information.

###
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STATEMENT OF PURPOSE AND NEED

This legislation will strengthen and consolidate oil spill
liability and compensation to provide better protection for our

environment and a faster system for compensating the victims of
oil pollution. '

Currently, four Federal and several State statutes deal with oil
spill liability and compensation at the domestic level. These
statutes contain many inconsistent provisions. Each provides
different 1iability standards, legal defenses and monetary limits
for spillers and means for recovery of the costs of cleaning up a
spill. 1In addition to these statutory authorities, there are
international and voluntary programs which establish oil spill

liability and compensation regimes for their signatories or
members. B . -

The purpose of this legislative proposal is threefold: one, to
strengthen the four existing vessel oil pollution liability and
compensation regimes under the Federal Water Pollution Control
Act, the Trans-Alaska Pipeline Authorization Act, the Deepwater
Port Act, and the Outer Continental Shelf Lands Act and merge them
into a unified and comprehensive program; two, to establish a
two-tier domestic liability and compensation system financed by
vessel and facility owners and the oil industry to compensate the
United States Government, the States and our citizens for removal
costs and damages associated with oil spills; and three, to
provide protection from foreign and domestic tanker oil spills by
implementing the 1984 Protocols to the 1969 Civil Liability and

1971 FUND Conventions.

.'As recently demonstrited by the Exxon Valdez oil spill in Prince

William Sound, oil spills can have catastrophic and long-term
effects on the environment and the livelihoods of our citizens.
While an existing patchwork of laws requires potential polluters
to maintain evidence of financial responsibility for certain

~ cleanup and removal costs and tr. contribute to funds to cover

excess costs, the liability and coverage provided is inadequate,
inconsistent and outdated. This bill would establish a strict
liability system with high liability limits to make certain that
those responsible for oil pollution will be held responsible for
the cost. : .
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This amount is substantially in excess of the cost associated with

any previous oil spill, including the Exxon Valdez, Amoco Cadiz

and the Ashland oil spill in the Ohio River. However, if even
this is inadequate, the President may authorize waiving the $500
million Pund cap and recover the additional costs from the cargo
owner or consignee. This ensures that no oil spill will be too
large for a complete response. Under the two~tier domestic gysten
established in this bill, the individual polluter is primarily
responsible for removal costs and damages, up to his liability
limits (875 million for facilities, 8§78 million for tankers and
$300 per ton for other vessels). Claims for clean-up and ,
restoration in excess of the polluter's liability limits would be
covered, up to $500 million, by a fund financed by a 1.3 cent per
barrel fee on oil." This two-tier system would shift the economic
burden to the potential polluters and the oil industry and
eliminate the need for appropriations from general revenues to the

-311(k) fund established under the Federal water Pollution Control

Act. ‘The bill also authorizes a cause of action against the oil
companies, the cargo owner or consignee, under which claimants can
sue for economic damages in excess of the shipowner's liability
limit.

Seagoing tankers, in particular, pose a threat of oil pollution to
our waters and shoreline. This bill would implement the 1984
Protocols to the 1969 Civil Liability and 1971 FUND Conventions.
The legislation would preempt State oil pollution liability laws,
enabling U.S. participation in the 1969 Civil Liability
Convention.” Compensation funds and other aspects of State
programs would not be preempted. The protection provided from
ratification and implementation of these treaties constitutes an’
important Federal interest and far outweighs the uncertain
recovery of the preempted State laws. : S



SECTION-BY-SECTION ANALYSIS

TITLE 1--OIL POLLUTION LIABILITY AND COMPENSATION

Sec. 101. Definitions

Summary: This section defines the key terms used in the bill.
The definitions generally follow other pollution liability and

' compensation statutes. Offshore and onshore facilities are
defined separately. Inland oil barges are treated as vessels and
not as tankers for liability limit purposes under the definitions.

Sec. 102. Liability

Sumnarys This section sets out the nature and scope of liability
of responsible parties (e.g. vessel owners and operators and
facility lessees or permittees), cargo owners and cargo consignees
and the Fund. '

Subsection (a)(l1) makes responsible parties jointly, severally and
strictly liable for section 102 damages.

Subsection (a)(2) creates a cause of action against the cargo
owner and cargo consignee for economic damages in excess of the
responsible party’s liability limit.

Under this Act, the responsible party for the tanker, other
vessel, or facility is primarily responsible for the payment of
economic damages. As the responsible party for the operator under
whose control the safety of the vessel or facility is vested, it
is appropriate that it should bear the initial, and in most cases
- all of, the cost associated with the payment of verified economic
damages. In the rare oil spill incident where economic damages
remain unsettled after the responsible party’s liability limit has
been reached, it is appropriate that the cargo owner or cargo -
consignee, who is differently situated from the responsible party,
bear the burden for the remainder of economic damages
compensation. A :

_Subsection (a)(3) sets out the removal costs, restoration costs
and restoration assessment costs for which a responsible party
would be liable. '

Subsection (a)(4) sets out the covered damages for economic loss:
real or personal property; subsistence use; revenues; and profits
and earnings capability. '



Subsection (a)(5) excludes discharges pérmitted.hy Federal, State
or local law permits. ~

Subsection (a)(6) sets up a special system for mobile offshore
drilling units (MODU’s). The owner of the MODU would be primarily
liable up to the maximum amount of liability for a tanker, for a -
spill originating on or above the surface of the water. For
excess liability, the MODU would be treated as a facility.

Subsection (a)(7) sets out the liability of third parties. Wwhen
the discharge was caused solely by the act or omission of a third
party, or in the case of the U.S. Government, the negligence of
that government, then that third party is liable for costs up to
applicable limitations.

Subsections (b)(1) and (b)(2) set out the defenses to liability.
These are that the incident resulted from an act of God, war or a
third party. Also, if a claimant’s willful misconduct caused the
incident, there is no liability to that claimant.

Subsection (c)(1) sets the maximum liability for a tanker (the

lesser of $500 per gross ton or $78 million with a minimum of -
$5,000,000), other vessels (the greater of $500,000 or $300 per
gross ton) and for facilities ($75 million). '

Subsection (c)(2) sets out the circumstances that could prevent a
responsible party from limiting its liability. These are when the
incident is caused (1) primarily by willful misconduct known by or
associated with the responsible party, (2) by a known violation of
a safety standard, or (3) when the responsible party does not
report the incident as required or fails to provide all reasonable
cooperation or assistance requested by responsible officials.

Subsection (c)(3) gives the Secretary of Transportation the
discretion to lower the liability limit of a facility from §$75
million to as low as $8 million, taking into account size,
capacity and risk factors. -

Subsection (d) sets out the responsible party’s liability for
interest, stating that interest must be paid from the date on
which the claim is presented until the claim is paid, with certain
exceptions.

Subsection (e) concerns liability for injury to, destruction of or
loss of natural resources. The President, when the U.S. is the
trustee for the natural resource, or the representative of the
State, Indian tribe or foreign government, shall act on behalf of
the public and assess the damages and develop a plan to restore,
rehabilitate, replace or acquire the equivalent of the damaged
resource. :

Subsection (e)(3) states that costs would be limited to the sums
necessary for the reasonable restoration, replacement or
acquisition.
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Subsection (f) concerns recovery by foreign claimants. Foreign

governments may recover costs and damages allowable under this

subsection. This section is for the benefit of Mexico and Canada

and permits recovery for spills in U.S. waters that damage foreign

countries and spills from tankers traveling from the Trans-Alaska
Pipeline to U.S. ports. .

Subsection (g) sets out how responsible parties may recover
removal and restoration costs from the Pund if entitled to a
defense to liability or limitation of liability.

Subsection (h) permits actions for contribution against other-
potentially liable parties. '

Subsection (i) concerns indemnification agreements, permitting
insurance agreements but not allowing agreements that would -
transfer liability away from the responsible party.

Sec. 103. Uses of the Fund

The establishment of a domestic 0il Spill Liability Trust Fund to
be financed by a fee of 1.3 cents per barrel of oil was authorized
by earlier enacted legislation. This section provides that the
Fund may be used for immediate payment of government response
costs, the payment of uncompensated claims under section 102(a)(2)
of the bill, administrative and enforcement costs and payment of
the United States’ annual contribution to the International Fund.
The section establishes a per incident cap of $500 million. It
authorizes States and Indian tribes a "direct draw® of up to
$50,000 against the Fund for emergency cleanup, with the
requirement that the official designated by the Governor to
exercise this authority notify the Secrziary of Transportation
within 24 hours of any obligation of payuent from the Fund. The
statute of limitations for claims against the Fund is three years
from the date of the injury necessitating the restoration. This
section alsc permits the Fund to be used to reimburse the
Inspector General for the costs of audits required by this
section.

Sec. 104. Claims Procedure

This section provides that except for certain responsible party
Cleanup costs, claimants must make their claims against the
responsible party or guarantor before they may assert claims
against the cargo owner or cargo consignee or against the Fund.
Claims for removal and restoration costs not settled within 180
days of presentation to the responsible party may be presented to
the Fund. The fund may assert a claim against the cargo owner or
cargo consignee to recoup its removal and restoration costs.



Sec. 105;"'Designation and Advertisement |

This section requires the Secretary where possible and
appropriate, to designate the vessel or facility that is the
source of an oil pollution incident. The responsible party for
such a vessel or facility is then required to advertise the

. designation and to set out procedures under which a claim may be

presented to the responsible party or to his guarantor. If the
responsible party and guarantor both deny a designation within -
five days after receiving notification, if the source of the oil
pollution is a public vessel or the Secretary is unable to '
designate the source, the Secretary is required to advertise and
notify potential claimants how to present removal and restoration
‘claims to the Fund. _

Sec. 106. Subrogation -

This section states that any person, including the Pund, who pays
compensation to claimants for costs, damages, or interest shall be
subrogated to all rights, claims and causes of action that the
claimant has under this Act. .

Sec. 107.. Pinancial Responsibility

Subsection (a)(l) imposes on the responsible parties of veeaela
the requirement that they provide evidence of financial
‘responsibility to meet their potential maximum liability as
established by section 102.  Inland barges that do not carry oil
as cargo or fuel (e.g. sand barges) are exempted from the
requirement. If a responsible party has more than one vessel,
evidence of financial responsibility need be established only to
meet the maximum liability limit of the largest of the vessels.

Subsections (a)(2), (3) and (4) direct the Secretary to take
~certain actions if these certification requirements are not met:
- withhold or revoke clearance of the vessel; or deny entry to the
. facility or detain the vessel. .

Subsection (b) requires evidence of financial responsibility by
responsible parties for offshore facilities. If a responsible
party has more than one offshore facility, avidence of financial
responsibility need be establirs:ed only to meet the ‘maximum
liability applicable to one racility.

Subsection (c) lists the acceptable methods of establiahing
financial responeibility. '

Subsection (d) permits claims directly against the guarantor,
known as "direct actions.® The subsection also allows the
guarantor to invoke the defense of willful misconduct.
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Subsection (f) establishes a civil penalty for violating the
financial responsibility provisions of the bill of up to $25,000

per day. '

Subsection (g) is a technical subsection providing for the
continuation of regulationms.

Subsection (h) allows the Secretary to issue one certificate of
~ financial responsibility, a unified certificate, for the purposes
of this Act and CERCLA. -

Sec. 108. Litigation, Jurisdiction and Venue

“This section provides that Jurisdiction for all actions is in
FPederal district courts. Venue exiats where the injury occurred,
or the defendant resides, may be found, or has its principle place
of business. All claims for review of requlations promulgated
under the Act must be made within 90 days of promulgation to the
Circuit Court of Appeals of the United States for the District of
Columbia. The statute of limitations for claims is generally
three years. . '

Sec. 109. Relationship to other Law

Subsection (a) preempts actions under other laws in State or
Federal court against responsible parties for costs and damages
specified in the Act. : '

Subsection (b) preserves from preemption all State funds and
permits States to continue to require contributions to their

Subsecﬁion'(c) preserves from preemption the'authority'of the

United States, all States and political subdivisions to impose
civil penalties for violating laws relating to an oil pollution
incident. ‘

Subsection (d) preempts State financial liability regimes and
requires States to accept evidence of compliance with the
financial responsibility requirements of this title,

Sec. 110. Effective Date
The section does not permit retroactive payments and ties to the

payments from the Fund to the effective date specified in section
208. :
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TITLE II--CONFORMING AMENDMENTS

Sec. 201. Trans-Alaska Pipeline Fund

This section would preserve TAPS monies for claims for costs and
damages resulting from the grounding of the Exxon Valdez in Prince
William Sound on March 24, 1989. :
Sec. 202. Intervéntion on the High Séaa Act

This section makes a conforming amendment to the Intervention on

‘the High Seas Act.

Sec. 203. Pederal Water Pollution Control Act

This section makes conforming amendments to the Federal Water
Pollution Control Act. ' :

Sec. 204. Deepwater Port Act
This section makes conforming amendmeﬁta to the Deepwater Port Act

and transfers the funds in the Deepwater Port Liability Fund to
the 0il Spill Liability Trust Pund.

- Sec. 205. Outer Continental Shelf Lands Act Amendments |

This section makes conforming amendments to the Outer Continental
Shelf Lands Act and transfers the funds in the Offshore 0il
Pollution Compensation Fund to the O0il Spill Liability Trust Fund.

Sec. 206. Enforcement of the Federal Water Pollution Control Act
includes several amendments to sections 308, 309, and 311 of the

- Federal Water Pollution Control Act in order to encourage

compliance with the Act.

Sec. 207. Title 26, United States Code

This section contains conforming amendments to sections 4611 and
9509 of the Internal Revenue Code of 1986.

Sec. 208. ERffective Date

This section makes this title effective on the later of the
commencement date in section 4611(f)(2) of the Internal Revenue
Code of 1986 or the effective date of the first Appropriations Act
enacted for the purposes of section 9509(c)(1)(A) of the Internal
Revenue Code of 1986. ' '



TITLE III--IMPLEMENTATION OF INTERNATIONAL CONVENTIONS

Sec. 301. Definitions

This section defines terms used in conjunction with the two -
international conventions, the International Convention on Civil
Liability for Oil Pollution Damage, 1984 (Civil Liability
Convention) and the International Convention on the Establishment

. of an International Pund for Compensation for Oil Pollution

Damage, 1984 (Fund Convention).

Sec. 302. Applicability of Conventions

" This section specifies the period during which the Civil Liability

and Fund Conventions apply. The Senate must consent to
ratification. _

Sec. 303. Recognition of International Fund

This section recognizes the International Fund as a legal person
under the laws of the United States. It appoints the Secretary of
State as the Fund’s agent for service of process.

Sec. 304. Action in United States Courts:

This section specifies that the International Fund must be served
with copies of complaints and pleadings and that the Fund may

- intervene as a party as a matter of right in any action brought

under the Civil Liability Convention.

Sec. 305. cOntiibution to Internat;onai‘rund

This section authorizes payments to the International Fund from
the domestic Oil Spill Liability Trust Fund. It also authorizes
the Secretary to require that certain receivers of oil make
certain information available. : '

Sec. 306. Recognition of Foreign Judgments

This section declares that a final judgment rendered in a court of
any country which is a party to the Civil Liability Convention or
the FPund Convention will be recognized by United States court
unless obtained by fraud or the defendant was not given reasonable
notice and a fair hearing. ,



et neps sent ¢ e mes w4 e

oy o
3

P
g - -

¥ .
Sec. 307. Pinancial Responsibility.

This section requires the maintenance of evidence of financial
responsibility as required by Article VII of the Civil Liability
Convention, authorizes the Secretary of Transportation to issue
certificates of financial responsibility under the Civil Liability
Convention, authorizes the Secretary of the Treasury to withhold
or revoke clearances and the Secretary of the Department in which
the Coast Guard is operating to deny entry or detain vessels that
cannot produce a certificate demonstrating compliance with the
financial responsibility requirements. ' Civil penalties not to
exceed $25,000 per day may be assessed. The section also provides
for the waiver of United States rights to sovereign immunity with
respect to any controversy arising under the Civil Liability
Convention and relating to a ship owned by the United States and
used for commercial purposes. ,

Sec. 308. Regulations

The section provides the Secretary'with authority fo issue rules
and regulations necessary to implement the two international
conventions. '
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WHITE HOUSE STAFFING MEMORANDUM

DATE: __7/25/89 ACTION/CONCURRENCE/COMMENT DUEBY: _ 1200 NOON, 7/26/89

SUBJECT: SIX MONTHS OF THE BUSH ADMINISTRATION

ACTION FYI ACTION FYI
VICE PRESIDENT O J MCCLURE ﬂ{ O
SUNUNU o o Newman o o
SCOWCROFT u?/ O  PORTER O
DARMAN & 0O  sTupoert o O
BATES a/ 00  UNTERMEYER o o
BREEDEN e ) ) ﬁ' ¥ o
CARD ¥ O n & O
CICCONI o GISMG'G{‘ / |
DEMAREST f!/ a / 0
FITZWATER o i/ v & o
Ay Y o duwtew .
HAGIN o o a0

REMARKS:

Please provide your comments/recommendations directly to Chriss Winston
(Rm. 122, Ext. 2930) with an info copy to my office no later than

12:00 NOON, WEDNESDAY, JULY 26, 1989. Please note that TWO DOCUMENTS
are attached. Thank you. -

RESPONSE: QL‘/ | SG /3,—,?

Cow\mm#s

James W. Clcconi
Assistant to the President
and Deputy to the Chief of Staff
Ext. 2702
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July 21, 1989
- Draft two
A:sixmonth

BUILDING A BETTER AMERICA

8IX MONTHS OF THE BUSH ADMINISTRATION

SUMMARY

As the Bush-Administration passesAthe six-month marﬁ,
Americans know that the President has set the agenda on a number
of fronts domestically -- from the environment and education to -
the fiéhtlagainst drugs and crime. The economy is strong, with
the current economic expansion continuing to set new rec?rds.
AMeanwhlle, America 1s standlng tall in the international arena,
after Pre51dent Bush's leadershlp at two multilateral summits.

paved the way for greater understanding among the allies and

improued‘relations with the Soviet Union and thé Eastern Bloc

nations.
KEEPING THE ECONOMY STRONG
o Record expansion: During the current economic expansion --
now in 1ts 79th month as of June == nearly 20 million jObS

- have been created and the unemployment rate has fallen to
levels not seen in 15 years. Income levels continue to set

records,ﬁand industrial output is~nearly double that of
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Europe. Consumer price inflation has remained under 5

percent for the past 7 years.

. 0 Budget agreement: The President_has put forth a budget which
restrains o#erall growth of spending and meets the Gramm-
Rudﬁan-Hollings targets -- with no new taxes im$iscal._year

1990+~ The President and cOngressvannounced on April 14 a
budget plan to reduce the estimated fiscal year 1990 deficit

by about $64 billion below fiscal year 1989.

:>' o Savingé and Loans: The Administration's proposal to solve
the savings and loan crisis was passed by the House and

Senate and is currently in conference.

o Third World debt: The Administration has taken the lead in
finding a way to reduce the debt burden of developing
{

countries. With the Administration's encouragement, the IMF

and World Bank have set aside funds to aid debt reduction.-

o Capi£a1 gains tax cut: The President has sent to the
Congress a roﬁosal which would re-establiSh'a'capital gains
differential will encourage capital formation, saving, and

job formation.

o Minimum wage: The President, by vetoing the across-the-board

Vincrease in the minimum wage proposed by Congress, preserved
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jbb-opportunities for the disadvantaged and blunted the

adverse economic impact such a move would have had.

International Trade: The Bush Administration successfully
broke a stalemate in international trade talks and advanced
its proposal to correct and prevent trade distortions in
agriculture. It is engaged in bilateral trade talks with
important trading partners to encourage them to open their

markets to our exports.
S8EIZING INTERNATIONAL OPPORTUNITIES F PE

"“"Europe Whole and Free': In a series of major speeches in
April and May, the President outlined a vision of a new
Europe -- secure, prosperous, whole and free -- vindicating

four decades of Western policies.

Poland and Hungary: The President signalled his strong
support for the people of Hungary and Poland as they move
toward more democratic reforms -- by visiting those nations
and offering political and moral support as well as economic

and trade incentives.

Economic Summit: The unity of the industrial democracies was

demonstrated at the Paris Economic Summit, as President Bush
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took the lead in encouraging our allies to support Polish

and Hungarian economic reforms.

"Beyond Containment": The President has responded to great
changes in the Soviet Union with his policy to move "beyond "
containment" by integrating the Soviet Union into the world

order.

Arms Control/NATO Summit: In arms control, the pace of'
negotiations with the Soviet Union has accelerated, with new
American initiatives on Conventional Forces in Europe (which
the President unveiled at the NATO Summit), on banning

chemical weapons, and on strategic arms reduction.

Soviet Relations: The US-Soviet dialogue on conflicts‘in
regions of the Third World has resumed intensively, and a -
US-Soviet dialogue hgs beguh on a new range of global
problem§ which require global cooperation, such as

terrorism, the environment, and narcotics.

China: In response to the suppression of the democratic
movement in China, the President signalled that we cannot
condone repression while he worked to preserve the basic

elements of a strategically important relationship.
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Central American accord: The President and Congre551onaé

+2

leade s agr on March 24 on a bipartisan

‘As peace nd democracy in Central America.

INVESTING IN OUR FUTURE

Education: The President proposed and sent to the Congress a
comprehensive educatign package, The Educational Excellence
Act of 1989, which includes seven initiatives on merit and
magnet schools, alternative certification of teachers,
excellence awards for teachers, emergency grants to help
urban schools to fight drugs, new funding for endowments at

Historically Black Coll ges, and a National Science Scholars

program. TThe s LQ-—‘“ M —P\_ "D

&M V‘""‘"‘-*-‘—QZQ

Natural Gas Deregulation: On July 26, the President signed
into law the Wellhead Decontrol Act of 1989, which ends all
remaining price controls on natural gas. This will phase

out all federal price controls on natural gas.

Clean Air Act revisions: On July 21, President Bush
transmitted to t_:)éCongress the first revisions to the Clean

Air Act since 1977. His legislation is designed to
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drastically reduce three major threats to the nation's
environment: acid rain, urban air pollution, and toxic air

emissions.

Hazardous waste: The President announced he will be seeking
new legislation to ban all exports of hazardous waste except
where an agreement already exists with the receiving country

to provide for its safe handling.

Ozone depletion: The President has called for a total

——
worldwide phaseout of CFCs by the year zoooéovided safe

substitutes‘3;g“availahle:2rﬂ'ur&es to prevent further

————e s
damage to the earth's protective ozone laye€S~:;>

Clean water: The EPA has started a tracking system for
medical wastes and the Justice Department has started a task
force to prosecute these abuses -- the first step in a
comprehensive program to help keep our beaches clean. The
President is committed to end ocean dumping of sewage sludge

by 1991.

Wetlands: The President is committed to "no net loss of
wetlands" and is directing his agencies to work toward that
goal. He has also proposed $206 million in his budget to

expand our parks and wildlife refuges.
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Combatting Vviolent Crime: President Bush transmitted to
Congress The Comprehensive Crime Control Act of 1989 to
combat violent crime. Measures will augment enforcement and
prosecution, strengthen current law, control certain semi-

automatic weapons, and expand prison capacity.

Fighting Drug Abuse: The Administration is requesting $6
billion in funding for FY 1990 to fight the drug war,

increasing outlays by nearly $1 billion for drug education,

t#eatment and enforcement.

The Office of National Drug Control Policy has
r;:BBhdééﬁto the drug emergency in the District of Columbia
by expanding the Metropolitan Area Task Force, working for
more prisons, providing support in enforcement, and

providing assistance to local treatment efforts.

8pace: The President announced a three step commitment to
establish America's preeminence in space -- Space Station
Freedom, a permanent presence on the Moon, and a manned

mission to Mars.

Public Housing: The Bush Administration is working to make

public housing drug free, ,to protect the rights of the vast

A

majority of decent, law-abiding public housing residents.
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Child Care: The President has transmitted to e Congress a
child care package, the Working Family Child Care Assistance
Act of 1989 which provides a new refundable child care tax
credit of up to $1000 per child under four, for low and
moderate income working families. This legislation will
make the existing Child and Dependent Care Tax Credit
refundable, and does not discriminate against religious- and

family-based child care.

Head Sstart: The President has also transmitted legislation
ot Congress which would increase the FY 1990
uthorization for Head Start by $250 million; this will pay
for enrollment of up to 95,000 more four-year-olds in the

program.

National Service: The President spearheaded a movement to
encourage national service, and announced the format&on of a
foundation called the Points of Light Initiative to
identify, enlarge and recreate those community service

initiatives which are working.

Welfare Reform: The Administration issued proposed rules on

April 18 to implement the major provisions of the Family
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support Act of 1988, as a step toward welfare reform. The
Adﬁinistration is proposing to spend $3.3 billion over the
next five years implementing the JOBS program. The changes

will help reduce the number of individuals on welfare.

Medicaid: On April 18, the Administration forwarded to
Congress probosed legislation to make federal Medicaid

programs better serve pregnant women, infants and children.

Homeleésnesés Preéident Bush has called for fully funding
fhe McKinney Homeless Assistance Act and for a new $50
million matching gfant_program to promote public/private
partnerships to assist homeless families and the mentaily

ill.

Enterprise Zones: President Bush asked Congress to'enact'
'labor and capital-based incentiveé -- through urban
enterpfise zones -- to create jobs and entrepreneurial

activity in our most distressed communities.

Campaign Finance Reform: The President's comprehensive
campaign finance proposal is designed to lessen the powef of
special economic interests and restore competition to

American Congressional elections.
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Ethiés: Pfeéident Bush sent comprehensive ethics'legisiation
fo\§(é Congress on April i%}ﬂs and he issued an Executive
IOrder-anhouncing ethical pfinciples for the conduct df

executive branch employees.

Whistleblower Prétéctioﬁ: On‘April 10, fhé.President signed
S. 20, the "Whistleblower Protection Act of 1989." This law
will strehgthen the protections and procedural rights

available to those federal employees who report misdeeds and

mismanageﬁent.
Civil Rights: The Administration has taken a number of

actions to protect the civil rights of all Americans,

ihcluding several court actions in key civil rights.cases.

44




BUILDING BETTER AMERIC

NTHS8 O BU ADMINIST (0)

KEEPING CONO 8

Maintaining the current expansion with low inflation is the
key to improving standards of living, increasing job
opportunities for all Americans, and increasing investment in
productive capacity. Economic performance during this expansion
has been very good, and the policies proposed by the Bush

Administration are designed to preserve this strong record.

o Record peacetime expansion: The current expansion reached 79

months in June.

o Job creation: Nearly 20 million new jobs have been created
during this expansion, and the unemployment rate fell to
levels not seen in 15 years. During this decade, America
has created more new jobs than Japan and the nations of

Western Europe combined.

o Record income: Real per capita disposable personal income --
personal income after taxes and inflation -- has risen 19
percent during this expansion. Real median family income --

the level of income after inflation which splits the family
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income disﬁribution in half -- set a new record in 1987, the

last year for which data are'available.

Industrial output: During this expénsion, American
industrial output has grown almdst 41 percent compared with
overall economic growth of 29 percent. This is almost

double Europe's‘growth rate in industrial output.

Higher national saving and investment: During the first
eight months of fiscal year 1989, the Federal Government
budget deficit is less than during the same period in 7;;_.;.

previous fiscal year; Partly due to the discipline of /GRH,

A
the Federal deficit has declined from 5.4 percent of GNP in
fiscal year 1985-to about 2.9 percent this fiscéi year. The .
personal saving rate has risen to-s.é percent in the first
quarter of 1989 frém its rgéent low of 2.2 percent in the
second quarter of 1987. Business fixed investment as a
percent of real GNP has risen from a recent low of 11.1

percent in the first quarter of 1987 to 12.3 percent in the

first quarter of 1989.

Inflation under control: Consumer price inflation has
remained under 5 percent for the past 7 years, and the
~ recent siowing in economic growth to a sustainable rate will

lessen price pressures in the near future. The
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Administration and the Federal Reserve share the goal of

ultimately achieving price stability.

ACTION BY THE ADMINISTRATION:

o Presenting a budget: The President put forth a budget which
addresses our fundamental obligations for the protection of
national security and support of the needy, while providing
sufficient funds to advance high-priority initiatives. The
President's budget restrains overall growth of spending and

meets the Gq;hm-Rudman-Hollings targets -- with no new taxes o

in fiscal year.1990.
o Reaching a budget agreement with Congress: The President

and Congress announced on April 14 a budget plan to reduce

the estimated fiscal year 1990 deficit by about $64 billion

below fiscal year 1989. The deficit will be reduced to

$99.4 billion, as required by the Gr9ﬁm—Rudman-Hollings law.
AN QCC*iEZ

This is the first budget agreementngeac ed‘Pefore the start

of the budget year and not framed in the context of crisis.

o Savings and Loan reform: The Administration's proposal to
solve the savings and loan crisis was passed by the House
and Senate and is currently in conference. The proposal

included provisions to:



4

- Assﬁgg the financial iﬁtegrity'of deposit insuranée by

raising the annual premium.rate for botﬁ commercial
. banks and S&Ls. |

- Resolve the status of existing insolvent banks in an
orderly fashion.' |

-- Improve superviéory controllby bringing S&Ls up to the
same standards applied to commercial banks.

-- Enhance the ‘enforcement of bank fraud provisions.

S8olution of the inﬁernational debt problem: The
Administration has taken the lead in finding a way to reduce
the debt burden of>developing countries. With the
Administration's encouragement, the IMF and World Bank have
set aside funds tb aid debt reduction in conjunﬁtion with
their ongbing‘programs to prométe investment, growth,'and

the return of flight capital to these countries.

Capital gainé tax rate cut: The re-éstablishment of a

capital gains differentiél will encéurage capital formation,

saving, and jqb formation. The President has sent to the

Congress a proposal which includes:

== A 45 percent capital gains exclusion for qualified
capital gains, making the maximum capital gains tax
rate 15 percent.

-- A phased-in increase in the qualifying holding period

from one year to three years.
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-= . An exemption from the capital gains tax for families

earning under $20,000.

Minimum wage proposal: The President believes in keeping job
opportunities available for youth and for those seeking to
enter the economic mainstream. The across-the-board %
increase in the minimum wage which was proposed by Congress -
would have had an adverse economic impact and/ cut job

the Ras,dent

opportunities drastically. Because of this,/me vetoed the

L¢§;5| | v , ¢-~Q,w+aau£:.ﬁ‘£h> g gH‘:; =

International Trade: The Administration is forcefully
promoting the opening of world markets. It successfully
broke a stalemate in international trade talks and advanced
its proposal to correct and prevent trade distortions in
agriculture. It is engaged in bilateral trade talks with
important trading partners to ehcourage them to open their
markets to our exports. Together these efforts should

greatly expand opportunities for U.S. exports.

Agricultural initiatives: The Administration has announced
additional advance deficiency payments of 10 percent
available to producers of wheat, feed grains, rice and
upland cotton. 1In addition, a top-level Working Group on
Rural Development was established by the President to focus

on an action-oriented agenda.
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o Clean Air: The Administration transmitted tot}*é Congress
on July 21 a,Clean Air Act which will harness the power of
the marketplace in achieviné}éhe goals of the act in the

most cost-effective manner possible.

S8EIZING INTERNATIONAL OPPORTUNITIES FOR PEACE

President Bush is committed to a strong American role of
world leadership and sees in present global trends an
unprecedented opportunity for strengthening both world peace and
the cause of freedom. He has taken the initiative to seize that

opportunity.

ACTION BY THE ADMINISTRATION:

o "Europe Whole and Free': 1In a series of major speeches in
April and May, the President outlined a vision of a new
Europe -- secure, prosperous, whole and free -- vindicating
four decades of Western policies.

- Western Europe: As the European Community heads toward
a single market in 1992, and also develops its
political institutions and a more coordinated approach
to foreign policy, the President has pledged his
support for close cooperation with the EC and its

member states. We see the resurgence of Western Europe
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as a triumph of Western values and principles. We
welcome its success, confident that a mature
partnership will serve mutual interests.
Eastern Europe: As Poland and Hungary take
unprecedented steps of reform, permitting first steps
toward pluralism, democracy, and market economic
policies, the United States has signaled its strong
support. Offering political and moral support as well
as economic incentives, the President proposed:
Poland: Following up on the program the President
announced earlier this year in Hamtramck, Michigan, he
called for action to declare Poland a beneficiary
country under the u.s. Generalized System of
Preferences. OPIC will be authorized to operate in
Poland, and the US is proposing a private business
agreement that will promote contacts between the
private sectors of both countries. The President will
ask Congress to provide a $100 million fund to help
capitalize the Polish private sector, and encourage the
World Bank to move ahead with new loans to help Polish
agriculture and industry. Finally, he will ask
Congress for $15 million in a cooperative venture with
Poland to help fight air and water pollution in Krakow.
He has encouraged our friends in the Paris Club to
provide more liberalized terms in rescheduling Polish

debt.



- Hungary: The President will ask Congress to

authorize a $25 million fund as ‘a sdurce of new capital
to invigorate the Hungarian private sector. Pending
the passage of new emigration legislation in the
Hungarian Parliament, the President will inform
Congress that Hungary has been released from the
restrictions of the Jackson-Vanik Amendments, allowing
more liberal access to the American market. The
President also offered access to the Generalized Systen
of Preferences. He called for OPIC to operate in
Hungary, and called for greater scientific, technical,
educational and cultural exchanges between the Us, and
Hungary. The President said t the US, will open an
American House in Budapest, and will seek to establish
an International Environmental Center for Central and
Eastern Europe, in Budapest as well. Finally, he
announced that the Peace Corps would operate in Hungary
-- the first time in a European country.

The Economic Summit in Paris: The mission of the
President's historic visit to Poland and Hungary in
early July, and of the President's successful effort at
the Paris Economic Summit was to promote concerted
actions in areas of mutual concern among the industrial
democracies. The unity of the industrial democracies
was demonstrated, as they dealt with a variety of

issues from the economy to East-West strategies to
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global environmental issues. Similarly, the solidarity
of the democracies was demonstrated earlier at the NATO
summit, as the North Atlantic allies dealt with arms
control initiatives.

-- Throughout the trip, the President declared that we
face a historic opportunity to lower the barriers that
have kept Europe divided. The Cold War began over

Eastern Europe, and if it is to end, it must end there

as well.

ﬁ@‘yond Containment'": Seeing a historic process of change

3}{8 in the Soviet Union, the President has declared his

intention to move beyond the successful policy of

containment of Soviet power to a new policy whose goals is

integrating the Soviet Union into the world community as a

constructive partner. Constructive changes so far in Soviet

policies -- in human rights, economic reforms, and
settlement of some international conflicts -- need to be
encouraged and broadened. The United States will be ready
to respond to such further developments. Already:

e The US-Soviet dialogue on conflicts in regions of the
Third World has resumed intensively, with regqular
meetings at the level of Assistant Secretary of State.

- A US-Soviet dialogue has begun on a new range of global
problems which require global cooperation, such as

terrorism, the environment, and narcotics.
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- In arms control, the pace of negotiations has
accelerated, with new American initiatives on
Conventional Forces in Europe (which the President
unveiled at the NATO Summit), on banning chemical

weapons, and on strategic arms reduction.

o China: In response to the tragic suppression of the
democratic movement in China, the President ordered the
suspension of all government-to-government sales and
commercial exports of weapons, suspension of visits between

\\\V US, and Chinese military leaders, sympathetic review of
requests by Chinese students in the United States to extend
their stay, and review of other aspects of US-PRC bilateral
relations. The President's policy is to signal that we
cannot condone repression, but also to preserve the basic
elements of a relationship that has itself played a major
part in China's recent policy of reform and openness as well

as being of enormous strategic importance.

o Bipartisan Accord on Central America: Tﬁ% President and

Congreégésn-i-i-innngagreed on March 24 dx{a bipartisan

r? or peace and democracy in Central America:

- Regional peace: The President and Congress agreed that
the region's democracies deserve our support, that

Nicaragua's subversion of its neighbors must end, and
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that Soviet support for violence and subversion in the
hemisphere must also end.

-—  Humanitarian aid: congress agreed to support the
Administration's request for continued humanitarian
assistance for the Nicaraguan Democratic Resistance at
current levels through the elections in Nicaragua
scheduled for February 1990.

- pemocracy: The Communist sandinistas are being put to
the test next February == to permit a real democratic
contest for political power, fulfilling the promises of
democratic pluralism that they have made (and broken)

so often before.

Middle East Peace process: The Administration is supporting
the Middle East parties in efforts to launch a peace
process. our approach is based on the concept of
Palestinian elections in the occupied territories, which we
pelieve can be a step toward a comprehensive peace
settlement that assures Israel's security and the legitimate

political rights of the Palestinians.

Initiative on Third world Debt: The President's initiative
to strengthen the international strategy on Third world debt
has already received broad support from both industrial and
developing countries. The approach is designed to promote

sustained growth in developing countries by:
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-- . Emphasizing sound market-oriented economic policies in
debtor countries, particularly measure to promote
investment and repatriation of flight capital;

- Increasing the focus on debt and debt service reduction
to complement new lending by commercial banks;

- Using resources from the World Bank and IMF to catalyze
voluntary debt and debt service reduction by the

commercial banks.

o GATT: In the Uruguay Round of GATT trade negotiations,
progress has been made toward a multilateral agreement

reducing trade barriers to exports.

o Bilateral Meetings: The President has met with a total of
XXX foreign leaders while in office, including 18 bilateral
meetings during the trip to Emperor Hirohito's funeral, XX
during the NATO Summit, and XX on the trip to Poland,

Hungary, the Netherlands, and the Economic Summit.

INVESTING IN OUR FUTURE

EDUCATION
The President's actions to improve education are guided by
four key principles: that excellence and success in education
should be recognized and rewarded; that federal funding should be

targeted to those who need it most; that choice and flexibility -
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- for educators, parents and students -- are important to
educational reform and to achieving excellence; and finally, that
greater accountability is needed in the education system to
assure that students are actually receiving the highest quality

education.

A RATION:

o The President proposed and sent to the Congress a
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