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REMARKS:

Please forward your comments direc‘ély to Dan McGroarty, Rm. 122,

¥2930, no lster than NOON, FRIDAY, APRIL 3, with a copy to this
office. Thank you.
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RESPONSE: -
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PHILLIP D. BRADY
Aasistant to the Prgsident
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PRESIDENTIAL REMARKS: AMERTCAN BUSINESS CONFERENCE
WILLARD HOTEL
TUESDAY, APRIL 7, 1992
2:00 PM

[Acknoyledgments, Joke]

It is always a pleasure to speak with members of the
American Business Conference, because it is always a Pleasure to
speak with the bast.

I would like to talk to you today about the future'hu the
future of our country gensrally, and more particularly the future
ef our country's business environment. 1In fact, we cannot
Sseparate the two. The America of the 21st century -- itg ability
to make pasace in the world, to foster strong families, to create
rewarding jobs -~= will be shaped today, in large part by how
hospitable we make America for business. -

We can learn from your success. The Rey to the success of
any high-growth company is the wise deployment of regsources, fha
successful company channels labor and investment into those araas
with tha potantial for the greatest expansion and the highest"
return. You take the riek; you reap the reward; everyona,
meanvhile, benefits from the wealth you create,

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most
brosperous country on earth, affording the highest standard of

living to tha largest number of pecple in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and services.

What accounts for our preeminence? The answer, I believa,
lies in our resiliency, our historie ability to innovate, to
change as the world changes. 2America's wérld leadarghip is not
automatic; it is not a birthright. We must continue to earn it,
day by day, guarter by cuarter, ydar by year. The world now is
changing at a pace no one could have dreamed of a generation ago.
And America, which has led the world's transformation, must
changs with it,

Over the last several years deadweights have begun to slow
the engina of growth -- inefficiencies a competitive econonmy
cannot tolerate. I have isolated five areas for reform, five
‘eritical ways in which America must changa if we are to continue
to lgad the world. You understand the urgency, for each of thase.
problems presaﬁts itself to American companies not as an
abstraction but in the most immediate vay: as a.cost of doing
buginess -- a cost you can’'t control, an expenditure with no
posaible return.

When our legal gvstem beccmes incapable of resolving
disputes in a timely and civil manner, business loses the
incentive to innovate and take risks. When health gare costs
escalate, business picks up much of the tab. When government
imposes barriers to trada, business pays the price in
opportunitiaa lost. When our children leava Bghool without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
Gan no longer plan rationally for the future,

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow
ne te addrasg them one by one.

I'1l gtart with the crying need to reform our country's
civil justice system, Every American has heard the stories of
bizarre or frivelous lawsuiés; but mest of you have lived then,
tales that could have been torn from the pages of Rafka.
Consider one example, related by one of your members, Roger
Coleman, president of Rykeff-Sexton, a food manufacturer ang
distributor, .

After rescord earﬁings in 1989, Mr. Coleman publicly
exprasged his confidenca that 1990 would be even battar., When
earnings fell short by two percent, his hopeful statement hecams
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffa! contingency-fee
lawyers, at which the merits of the case were never even
dissuszged. "The issue," says Mr, Coleman, "was the dapths of our
pockets." Next came the nightmare of discovery: ‘endlessgly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lavsuit, he says, "brought everything to a stop. "

In the end, rather than permit the total exhaustion of
coempany resources, Mr. Coleman decided to settle. The tab ror

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that wag diverted from new invastmanta
in jobs and facilitigs.®
The scenario is repsated daily throughout American business,
It is not repeated, let me stress, among our worid competitors.
This absurd drain on productivity is a peculiarly American
Phenomenon, putting us at an increasing disadvantags in the

international marketplace.

Qnly the United States has seen a 382 percent increasze in
the number of lawyers o#er a twelve year period. only the United
States spends more than $80 killion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almogt half of U.8. manufacturers to withdraw
products from world merkets. One cut of every four American
companies has discontinued certain typas of product research for
the same reason.

We must remove this ball and chain from our ability-fa
produce and compete worldwide. My competitivenassg council, led
by Vice President Quayla, has offered 50 recommendations for
legal reform, They would limit discovery to reasonable
proportions, discourage soma frivolous suits through a "loger-
pays® rule, and offer alternative means of resolving disputes.

Some of these 50 comprehensive recommendations T have

| instituted by Executive Order; others are contained in our Access
to Justics Act; and still others will ﬁake place at the state

level, using the modsl reforms we have pProposead.
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The effects will be far-reaching, extending intc another
area critically in need of reform. Medical malpractice premiums
almest doubled in the second helf of the 1980s. Doctors have
bagun practicing "defenaive" medicine, ordaring unnecesgary taests
and procedures to protect against litigatioen,

This too drives up health care costs. The trends are simply
ungustainable. From less than 6 percent 30 years age, total
health cara expanditures are today about 13 percent of -eBp+ GAF &
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health cara.

It is not hard to imagine what this would mean for American
business. The average American company already spends more on
health premiums each year than it earns in after-tax prcfits. And
this trend too is heading upward toward disaster.

Raform of the system is ineacapable. But we faca a
crossrcads. Some have advocated nationalized care; others
propose the so-called Ypay or play" appraacﬁ, wvhich I anm
convinced is merely a step on the road to nationalized caras.

Neither is acceptabla, Neither will preserve the quality of

our country's health care, which remains the best in the world.

Nationalized care means rationed care; its promise of cost
containment is a mirage, "Pay or play" would dump still more

mandates on businesg, 2 © percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhera -- and for 3 company unable to pass along the
added cests through higher prices, that means decraased
investment, lower wages, and fewar jobs.

There is an alternative. My proposed hasalth care reform
will build on our system's strengths, preserving the quality of
care. We &111 increase consumer choice. Through transferable
¢redits, we will assure accesa to basic health insurance for the

uninsured, and control costs through market incentives. ang wye

I ha#e targeted a third area for attention ~=- like the
‘others, absolutely critical to our succezs in the coming daecades.
You understand that for America to succeed economically at home,
We must succeed economically abroad. The fastest growing
companies among your group -~ the ones creating the graatast
number of jobs here at heps -- are thoss with far-reaching
involvement in foreign markets.

I am committed to opening markets to 2Anerican products,
reroving the government-imposed barriers that act as a hidden tax
on American buainesg. Each mafket shut off by protection is a
lost opportunity to sell Your products. A successftul eonalugion
to the current Uruguay round of trade negotiations, for instancae,
could inereasa world output by $5 trillion over the next decade.
More than $1 trillién of that boom will go to the United Statas.

Even closer to home, axports to Maexico have more than

doubled over the five years ~- creating mors than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the -
largest in the world.

As world trade sxpands, the need for a sophisticated, waell-
educated workforce will intensify. Vet the fact is grim and
undeniable: our current educational system is unable to produca
the workers the highly competitive werld market demands. And
make no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new Jobs overseas,

Our sducational failures have hit American employers hard.
English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two-paragraph
letter applying for a job. The situation in geography, math and
gcience 1s equally dire. Too many businessas are forced to pay
twice for the education of prospective employees -- onca through
taxes that support our schools, and again through job training to
remedy the failures of those =chools in educating éur young.

_ Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools te eztablish learning
incentives for studentz, is a psrfect exampla of the community-
-based efforts our children need.

8till, there is much for government to do. This year, seven
different federal agencias Qill spend $18 billion on a patchwork
of 60 vocaticnal training programs. Is it any wondar that so

many Americans whe seek training den't Xnow how to gat it?
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Working with state and leecal governments, our Job Training 2000
initiative will bring cohérance to thesze programs and offer "ona-
stop shopping® to aspiring workers. Private'industry councils,
conpogsed mostly of businessmen, are crucial te oupr strategy.
They would manage programg tallored to the specific needs of
local labor markets. AaAnd they will be accountable for the
quality and efficiency of their prograns.

[Placeholder for Labor anncuncement] 75 ¥os Beck e YA A

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whola -- a revolution essential to
creating a world-class workforce. Our Amarica 2000 initiative
aims to reinvent American schools. We know how to do it. wWe sat
high standards for students. We make teachsr training a top -
priority. And we make schools more accountable, by foreing them
to compete. That means giving parents tha opportunity to chaose
their children's schools.

I am convinced that each of thase major reforms -- restoring _v
ganity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- ig
essential to this country's future preductivity., fThe tima for
tinkering is done, wve can afford no mora half-measures, no more
rondaering and chin-pulling, If businass is to get on with its
work of creating wealth and jobs for America, we must undertake

real reform -- rogt~to-branch change -- whereaver our system hag
failed us.
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No wender( then, that each of tha reforms I speak of faces
powerful opposition from special interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to c¢hange, American government
must change. Last wesk in Fhiladelphia, I spoke in some datail
on the paralysis that grips the federal govermnment. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs that live in perpetuity.

The stepas I ocutlined in Philadelphis will restore
éccounteblity and respensivenass to a system that has bean broken
for too long. [Placsholder for'economic analysis insert.]

A responsivé government will give the reforms I've outiined
today a fair hearing, even though the special interests ara
arrayed against them. These approaches are grounded in bagie
prinqiples, 4 way of looking at the world. Government nust trust
the wisdom of markets more than the whims of bureauecrats. The
freely made decisions of businessmen and women must take
Precedence over the engineering schemes of government. All of
cur institutions =- from the U.s. Congrass the local school
board -= must be accountable to those they-::;;zjhhh*““-9§ *‘ﬁgf%ﬁ

Over the last dacade,-America has changed the worid. Today “““57}'
we are blessed with thas opportunity to change 2America. With

these principles as our guide, wa will meet the challengegs -- and
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exploit the opportunities =- of the world that is even now being

bozn.

God bless you, and God bless the United States of Amarica,
# # # #
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[Acknowladgments, joke]

It is always a pleasure to spesk with members of the
American Business Conference, because it is always a pleasure to

. speak with the best.

I would like to talk to you today about the future =-- the
future of our country generally, and more particularly the future
of our country's business environment. In fact, we cannot
separate the tvo. Tha~Amarica of the 21st century =-- itas abi;ity
to make peace in the world, to foster étrqng families, to creats
rewarding jobs == will be shéped today, in large part by how
hospitable we make America for business. -

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of rescurces. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward} everyone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of éntreprenaurial capitalism.
our system has made America the envy of the world, the most
prosperous country on earth, affording the highest standard of

living to the largest number of people in history. With one-
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. twentieth of the world's population, we p:ddﬁce ona=fourth of the
‘world's goods and saervices.

What accounts for our preeminence? The answer, I believe,
lies in our resiliency, our historic ability to innovate, to
change as the world changes. America'’s world leadership is not
automatic; it is not a birthright. WwWe must continue to sarn it,
day by day, quarter by quarter, yvear By ysar. The world'now is
changing at a pace no one could have dreamed of a generation ago.
And Amaerica, which has led the world's transformation, must
change with it.

Over the last ssveral years deadweights have bequn to slow
the engine of growth -~ inefficiencies a competitive economy
cannot tolerate. I have iselated five areas for reform, five
critical ways in which America must changa if we are to contipue
to lead the world. You undsrstand the urgency, for each of these
problems prezents itself to American companiss not as an
abstraction but in the most immediate way: 48 & cost of doing
business -~ a cost you can't control, an expenditurs with no
possible return.

When our Jlggal svstem becomes incapable of resolving
disputes in a timely and civil manner, business loses. the
incentive to innevate and take risks. When Lealth care costs
escalata, business picks up much of the tab. Whenh government

imposes parriers to trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bsars the burden in lowered
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productivity. And when government freezes in gridlock, business
can no longer plan rationally for the future.

Each of our system's failings saps your rescurces, drawing
away your investment and manhours from productive tasks. Allow
me to address them one by ona.

I'll start with the crying need to reform our country's
civil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most ¢f you have lived them,
tales that could have been torn from tha pages of Kafka.
Consider cne example, related by one of your members, Roger
3%NM¢N Coleman, president of Rykoff-Saexton, a food manufacturer and
kﬁﬂ' distributor.

After racord sarnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. Wwhen
earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never aven
discussed. "The issue," says Mr, Coleman, "was the depths of our
pockets." Next came the nightmare of discovery: endlessly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 millien. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."
The scenario is repeated daily throughout American business.
It is pot repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us at an increasing disadvantage in the

international marketplace.

Only the United States has seen a 382 percent increase in

pﬂu the number of lawyers over a twelve year period. Only the Upnited
A
\‘fx States spends more than $80 billion annually in direct litigatien
R
§5 costs, perhaps four times that in indirect costs. Fear of

lawsuits has driven almost half of U.S$. manufacturers to withdraw
products from world markets. Ona out of every four American

2 companies has discontinued certain types of preduct research for

X the same reason,

\—— Wa must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
lagal reform. Thay would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-
pays" rula, and offer alternative means of resolving disputes.

Some of these 50 comprehensive recommendations I have
instituted by Executive Order; others are contained in our Access

to Justice Act;,and still others will take place at the state
level, usigg/gii model reforms we have proposed,

'»L\ \‘/\oT\ALV‘(? e hoave -{rzwwcﬁx as vevisions fo T Eedeved

/N \«Aﬁv e \’\:TOC(L\»LVC ol evidence ')

L i3 .&7&



SENT BY:Xerox Telecopier 7020 ; 4- 2-82 ; 1:54PM ; The White House-~ OPD:& 6

5

The effects will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
begun practicing "defensive" medicine, ordering unnecessary tasts
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainabla. From less than 6 percent 30 years ago, total
health care expanditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health cara.

/T s po nard to inagine vhat this vould mean for american )
business. The average American company already spends more on ~C“ "
health premiums sach year than it esarns in after-tax profits. and
this trend teco is heading upward toward disaster.

Reform of the system is inescapable. But wa face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" apprecach, which I am
convinced is merely a step on the road to nationalized care.

Neither is acceptable. Neither will preserve the gquality of
our country's health care, which remains the best in the world.
I_will not let that high guality be taken away from the American

h some scheme of a € rol.
Nationalized care means rationed care; its promisze of cost

coentainmant is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhere -- and for a company unable to pass along the
added costs through highei pri ces, ghet means decreased

e bewne UL N4
investment, lower wages, and fewer jobs.

There is an alternative. My proposed health care reform (Iﬁkf)‘,

s U
will build on our system's strengths, %ﬁfeeﬁyiﬁgNEhe‘Fa %ity gt o€ benelik,

cars. We will increase consumer choicae.V Through transferable *f(ff Q

be

credits, we will assure access to basic health insurance for the \9c¥c¢
e Yeir

uninsured, and control costs through market incentives. 2pd we \Ckﬂtw

will not raise taxes on American emplovers. yeb -
I have targeted a third area for attention =-=- like the

others, absolutely critical to our success in the coming decades.

You understand that for America to succeed economically at home,

we must succeaed economically abroad. The fastest growing

companies among your group -=- the ones creating thae greatest

number of jobs ligre at home -- are those with far-reaching (ysTP)

involvement in foreign markets. %uXS - sexnioeS v
I am committed to opening markets to American peeduztss

removing the government-imposed barriers that act as a hidden tax

on American business. Each market shut off by protection is a

lost opportunity to sell your products. A successful conclusion

to the current Uruguay round of trade negotiations, for instance,

could increase world output by $5 trillion over the next decade.

More than $1 trillion of that boom will go te the United States.
Even closer to home, exports to Mexico have more than

doubled over the five years -- creating more than Z&ospeve. CwﬁT@}
3(("(-:60 \"M coam
deX )5
/’,A/*iv_}"t TL\‘

tar & s\
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American jobs. Our North American Free Trade Agreement will ipeke (v5'F)

_in-ghoge=geins, creating with Canada a $6 trillion market, ee o< cé;

largest in the world. “

As world trade gxpg;;zf’the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. And
make no mistake: a failure to produce a world-clasa wo;k orce (Lﬂ“ )
will only provide an incentive to movg<¥-u jobs overseaé. 4

our educational failures have hit American employers hard.
English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two=-paragraph
letter applying for a job. The situation in geography, math and
science is equally dire. Toc many businesses are forced to pay
twice for the education of prospective employees =-- once through
taxes that support our schools, and again through job training to
remedy the failures of those schools in educating our young.

Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need.

8till, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork

of 60 vocational training programs. Is it any wonder that so

many Americans who seek training don't know how to get it?
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Working with state and local governments, our Job Training 2000
initiative will bring cohersence to these programs and offer "one-
stop shopping” to aspiring workers. Private industry councils,
composed mostly of businessmen, are crucial to our strategy.

They would manage programs tallored to the specific needs‘cf

€WSusl  (Lobe
local labor markets. And they will dE-acssumtable—fmr the - e+
L4 1d A ‘&C
quality and efficiency of HEsr programs. ?«7x1“ Ai;L;t
Pelete_y P st )b
/

s

i T “‘ll&\

In stressing accountability and local control, Job Trainlng e
2000 perfectly complements a revolution now taking place in \klﬁu
American education as a whele -- a revolution essential to :
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by forcing them
to compete. That means giving parents the opportunity to choose
their children's scheols.

I am convinced that each of these major reforms -- restoring
sanity to our legal system, ensuring quality health care for al{ G*L‘)
expanding world trade, and reinventing American education ffai; :kmqv
essential to this country's future productivity. The time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealth and jobs for America, we must undertake

real referm -=- root-to-hbranch change =-- whereever our system has

failed us.
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No wondar, then, that each of the raforms I gpeak of facas
powarful opposition from spscial interests who profit from the
gtatus quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
-must change., Last week in Philadelphila, I spoke in some datail
on the paralysis that grips the federal government. This
paralysis pravents Washington from making even the mecst
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class coblivious te the national interest, hundreds of
wastaful programs that live in perpetuity.

The steps I outlined in Philadelphis will restore
-accountablity and responsiveness to a system that has besn broken
for too long. [Placeholder for economic analysis insert.)

A responsive government will give the reforms I've outlined
today a fair hearing, evan though the special interests are
arrayed against them. Thesa approaches are grounded in basic
prineciple=, a way of loocking at the world. Government must trust
the wisdom of markets more than the whims of buréaﬁcrats; The
freely made declsiong of businessmen and women must take
precedence over tha engineering’échemes of govermment, All of
our institutions -- from the U.S. Congress toltha local school
board =- must be accountable to thoée they serve.

Over the last decade, America has changed the world. Today
we are blassed with the opportunity to change America. With

these pfinciples as our guids, we will ‘meet the challenges -- and
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exploit the opportunities -=- of the world that is even now being

born.
God bleas you, and God bhless the Unitad States of America.
S S N
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Bffice of the Attarney General
Washington, B, €. 20530

aApril 3, 1592

MEMORANDUM TO: PAUL KORFONmkéig

FROM: EUGENE SCALIA

The Justice Department has the following comments on the American
Business Conference speech: '

1. The President should not refer to the Rykoff-Sexton suit as
he does. As described, the suit is not self-evidentally
unwarranted. Nor is it self-evident that the $8.7 million
settlement was extortionary. The danger is that the President
could be embarassed by subsequent press investigations showing
the strength of the shareholders’ case. Such a rebuttal would
also be a blow to civil justice reform argument generally. With
this meme I am faxing a few articles the speechwriters might draw
on. Again, though, I think we should be careful about the
president opining on the merits of cases where the side we favor
lost, unless the case is obviously absurd.

- I also have a large package of statistics and horror stories
the speechwriters should call for if interested.

2. Tf the the second full paragraph on page 4 of the speech was
drawn from last summer’s Competitiveness Council 7Agenda,” below
are more precise accounts of what the surveys cited revealed.
The present language overstates the case; I suggest a middle
ground be considered: '

7Half of the CEOs responding to a recent survey believe that
1liability concerns have a major impact on the ability of
American firms to compete internationally.”

710 percent of the respondants to the same survey have
digscontinued certain types of products research. If they
had been the target of a products liability suit, the number
rose to 40%.” T :

4, I have a small change on page four that I’‘m faxing in
addition to those articles.
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‘ .
imhat's over $8.7 million that was diverted frex nev invastzents
in jobs and facilities.® \

The gcenaric is ropeated dally througheut Amperican business.
It is gt repeatsd, let ne'st:aus. aupﬁ§ our world campotiegza.
Thie abgurd drain on productivity is a paculiarly American
phansmenon, putting us at an inoreasing disadvantage in the
international marketplads,

Qngg;;ng;ungggg_gg;;gg,has sesn 3 382 porcent inoreasa in
the number of lawyexs over & twalve year pexiecd, galy the Unitad
s:g;.. spends mors than ¢80 billien annually in direct litigation
gosts, pechaps four times that in Iadirect costs. Pear of
lawsuits has driven almost half of V.§. manufaoturers to withdzaw
products from world markets. One out of evary fouy American
oeppaniez has discontinued cartain types of product research for
the Same Teason.

¥e must remove this ball an& chain #rom ouy ability %o
produce and coxpate worldwide., My conpetitivensss c&uncil, led
»y Vice Prasident Quayls, has offered SO recommendationa for
legal raform. Thay would limit aissovery %o reasonable
proportions, discourage sone frivolous suits thréugh.ﬁ Hlosers=
pays® rula, and offer alternative means of zasolving disputes.

Sonm of these §9 oenprihOntlv0 recornmendations T have

instituted by Executiva Order; others are containad in our Access
to Justics Act}y/and still cthers will taks place at tha state

level, using tha medael rsiorms ve have propesed.

'
0‘
{ ons 'f"é nu éw&\ NM‘{
O'ﬁdu’ W bave “amd ar [evisi r,o(edu . e n‘e
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“Sp @ bank from Finlend oums & com- :

pany in Dallas that makes e loan (o 8rs.
Borlew and seils & fo some Jops.”

This argument from the lawyer for Wik
lie Mae Barlow could not have made it
much clearer to jurors in Alabama that the
defendants were not exactly "Bama neigh-
bors. The jury decided 1o award $6 million
in punitive damages baged on a contract

Rule of Law
By L. Gordon Crovitz

profit,

The case of Union Morlgage v. Bariow
i5 the latest fashion in punitive damages
from Alabama, whose law already at-
tracted the attention of the U.S. Supreme
Court. It adds a new wrinkle 10 contin
gency-fee lawvering—-that a little xenophe-
bia goes a long way in a courlroom. .

The case is one of many lawsuits dased
on loans to high-risk borrowers arranged
through home-improvement firms. Mrs.
Barlow contracted for an $5,000 Joan, $2,000
in cash and $5.000 for home repairs, s&
cured by a mortgage on her house, She got
the cash angd about $1.500 worth of home
repairs, but stopped paying back the Joan
after about $500 in payments. She and her
son sued. and the jury ruled there was
fraud in the relationship between the con-
tractor and the bank that provided the
funds. The jury awarded the plaintiffs $150,-
000 in compensatory damages and $ mil-
lion In punitive damages.

Now this kind of home-vepair lending
can be a sharp practice, most commonly
uzed i lending to poorer horeowners.

tiil, ope justice on the Alabame Supreme
Court had an interesting proposal based on
the plaintifis being at fault for breaching
the loan agreement. The justice sald he

would “refuse to allgw the plaintiffs to be
rewarded for their misdeeds,” but gol ho
other justices to agree ‘that the

dispute that left Mrs, Barlow with a

- The lawyer explained what happened
when the Finnish bank sold mortgages in

* the secondary market. “The mortgage on

Mris. Barlow's house bere in Lowndes
County ended up with the Japanese over
there belng the people that own it.” Then
came the reference to “Japs.” It's a won-

. der be didn't mention that Finland is near

-

where a1l those comrmunists used to be,

More than 50 similar lawsuits were
brought against Unjon Mortgage in Ala-
bama. 8o far, five other {amilies have been
awarded $45 miltion, $40 miltion of It in pu-
nitive damages.

These cases stand for the extratertito- -

rial application of the sue-the-other-state’s-
defendant rule identifled by Richard
Neely, an outspoken justice of the West
Virginia Supreme Court. He has written
that “as long 25 I arn allowed to redistri-
bute wealth from out-of-state companies to
injured in-state plaintiffs, I shaij continue
10 do so.” Foreignars are at ¢ven greater
risk than American defendants who hap-
pan to be from out of siate,

The Union Mortgage case also estab-
lishes the Supreme Court of Alabama as an
excelient test case of tort refortn undone.
The last time the U.S. Supreme Court
grappled with the issue of whether some

;u.nitives are so grotesque that they violate

the Due Process Clause of the Constitution
came in another Alabarna cass, Pacific
Mutuad ©. Haslip. .

The court ruled In this case that puni

. tive damages ¢an be unconstitutional, but

At

-

punitive-damages award shouid be givento -

- the etate treasury, hot to the plaintiffs.

The jury heard very clearly that Union
Mortgage. based in Dallas, is 2 subsidiary
of Skepbank. One frony is that thisfs a
government-owned bank in Finland, mean-
ihg that Finnish taxpayers are the ones
who are in theory being sent the lesson of
punitive damages. According to the court
transcript, the plaintiffs’ Jawyer told the
jury this involved a bank ““over in Finland,
if ya'll don't know that's a couniry up
there where it's cold all the time and has
reindeer up on the Baltic Sea.”

the award here was constitutional even
though it was 200 times the amount of ac-
tual damages. The justices could find no
bright-line test, concluding only that an Al
abama statute protected defendants by in-
structing judges 10 make sure verdiets are
“not grossly out of proportion to the sever-
ity of the offense.”

Haslip ‘was decided on March 4, 109,
but on March 8, the Alabama Supreme
Court invalidated the Alabama tort-reform

“If ya'll don’t know,
that’s a country up there
where it’s cold all the time
and has reindeer.”’
law the U.S. high court relied on to ensure
defendants of due process. One Alabama
justice dissented, noting that the Haslip
opinion nhow “‘seems hollow."™

Texas {s at least as dangerous a place
to do business. Joe Jamail, the coniln-
gency-fee lawyer who won'the 510 billion

award in Pennrofl v. Texaco is back in the
news. Last month he won a $550 million

the Foreigner Beware

" jufy verdict—$530 million of it in punitive

- tlamages—in a securities lawsuit against
MiniSeribe, MiniSeribe is bankrupt, so the

' $irm's accountants and investment bankers

- were stuck with the damages. The fraud,
"which they @iscovered, cost them more
“than ft cost the plaintiffs. The defendants
have since reached 2n undisclosed settle-
ament with Mr, Jamnail rether than tisk the -
urcertainties of appeal. .

;- The good news from Texas is thal its
| Supreme Court recently agresd o reviewa

| $30 million punitive-darnages award in 2

— et

lcm where two fishermen died after using
'a chemical preservative In the hoid of 2
ship. The manufacturer included . very
! clear warnings that the chemieals must be
{used ih an open, well-ventlated ared. .
Judges in some jurisdictions do exercige
active discretion over outlandish awaris,
i States including Wiscopsin and “Oudh
! crafted higher tests for these quast-erimi-
i rial fines even before the US. justices
ruled in Haslip. Despite Justice Neelys
candid admission about the judicial inter-
est in broad Lability rules, he helped make
. West Virginia the most recent state:10
tighten {ts test for punitive darnages..,
. ‘There s more than one way 10 deal with
absurd punitive damages. A group of 37
former casiho dealers took 2 spin ¢n the
roulette wheel of justice in 1989 and won 2
45 million verdict in a Nevada coust for
wrongful termination by the Las Vegas
Hilton. The jury verdict included 536 mifl
lion in punitive damages and an additienal
&7 millfon for emotional distress from be-
ing fired. .
Tederal Appeals Court Judge Alex Ko-
zinski plucked the ball out of the winning
" slot last week when he reversed the dam-
' age awards by declaring that the hotel had
" the right to fire its employees wnder He-
vada law. The state has at-will mules,
" meaning that employers can terminate
 workers with or without cause, Some of the
casino dealers tried to argue that the;: had
. oral agreements that they wouldn't be
| fired, but Judge Kozinskj said that Nevada
 Jaw makes it clear that vague commuriica-
' flons are not binding contracts,
t "some jurisdictions are getting some
! control over punitive daynages, but others
are losing what control they had. The
| wrorid is on potice that our damage awards
''are unpredictable, arbitrary and capri-
; clous. Until the U.S. Supremé Court can
' find cleat rules for when courts go too far,
! punitive damages will continue to mock
" the ideal of American justice. -

2
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Knocking the System

Buan Quayle found the
right rhetoric with his
broadsides against the
lega! system. But his
proposed solutions
fuce « fight from
tonsumer groups and

Nawyers.

BY W. JOHN MOORE

HICAGO-~—In the International
Bailroom at the Fairmont Hotel,
the tension mounts. The 600 litiga-
tors it the room have dined on
good food, swapped trial stories, saluted
each others’ accomplishments, All of
them are battle-scarred veterans of court-
room combal. Many have become
weulthy because of their legal skills.

In the midst of the luncheon hubbub,
Theodore R. Tetzlaff, chairman of the
Litigation Section of the American Bar
Association (ABA), strides to the micro-
phone. The talk stops, the chatter ends.
Tetzisff is to introduce the next speaker,
Vice President Dan Quayle. who two
months ago, at the ABA's annual conven-
tion in Atlanta, harshly ¢riticized the
American legal system. Quayles Atlanta
speech provoked a vigorous rebuttal from
the ABA president. It also instantly made
the Vice President look like a populist
challenging the entrenched interests of
powerful lawyers perceived as protecting
their livelihoods.

Now 3 less confrontational Quayle has
come to Chicago to make peace. The
ABA scheduled meetings to discuss the
details of Quayle’s $0-point plan for legal
reforms. “This 18 not a lion’s dea,” Tet-
zlaff began his remarks welcoming
Quayle, producing nervous titters from
his audience, *Nor is it a petting z00.”

To the relief of the assembled lawyars.
the Vice Prasident this time avoided a
direct attack on their profession and his.
But Quayle did not retreat from a 50-
point plan that would, among its high-
lights. restrict punitive damages, limit
pretrial demands for information and
force the loser in a lawsuit to pay the win-
ning side’s legal fees. (See box, p. 2845.}
Nor did Quayle abandon a popular
theme. Americans, Quayle told the
lawyers, “belicve the current system
favors the rich, big business and the
lawyers.” (For more on Quayle's strategy,
see box. p. 2846.)

Luwyers have much more than Dan
Quayle 10 worry about. Many of Quayle's
recommendations provoked them o
harsh criticism. But concern is growing

-about a legal system that amply rewards

attorneys without necessarily providing
justice. “The chord Quayle touched was
the discontent with a Icgal system that is
expensive, complex, unresponsive and
unaccountable,” said Leonard Steinhorn,
executive director of HALT-An Organi-
zation of Americans for Legal Reform.

“When you tatk 1o foreign businessmen
and government officials, you hear that
our legal system is the subject of ridicule
around the world,” added Richard K.
Willard, an attorney with the Washington
law firm of Steptoe & Johnson and 2 for-
mer assistant attorney general in charge
of the Justice Department’s Civil Divi
0N,

Quayie’s proposals came as both medi-
cal malpractice and product iability legis-
Jation are pending on Capitol Hill. The
pro-business Washington Legal Founda-
tion {(WLF) has launched attacks on
excessive contingency fees in California
and New York. “Every unscrupulous trial
attorney who rips off his client with exces-
sive contingency fees is on notice that
WLF will carry its program from coast (0
coast,” WLF general counsel Daniel J,
Fopeo said. :

In a flood of books and articles, conser-
vatives have attacked the torrent of litiga-
tion they tay burdens the court system,
damages American competitiveness and
rewards Jawyers with huge fees while the
victims are forced to play in 2 lottery svs-
tem that provides riches to some but
leaves others penniless.

Walter K. Olson, author of The Liriga-
tion Explosion: What Ruppened When
America Unigashed the Lawsnit (E.P. Dut-
toa. 1991), in an interview blamed the
surge in lawsuits and rising Iitigation costs
on a breakdown in the professionalistt of
thie bar over the past two decades. In his
book, Qlson, a fellow at the conservative
Manhattan lnstitute in New York City,
concluded that “the unleashing of litiga-
tion . . . torments the provably innocent
and rewards the palpably irresponsible.”

CATALGG OF HORRIBLES

Horror stories and statistical night-
mitres abound. Repeated endlessly by

2844
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critics, the most famogs is about the
Philadelphia woman who, after undergo.
~ ing 4 Scanning procedure, filed suit
. aguinst her doctor, She alleged that the
dye used in the tese had imerfcred with
psychic powers that cnitble her to com-
municate with the 17th-century English i
poet John Milton, A jury awarded her
5986,000. The case was ultimately
reversed,

There is the famous case of a womun
who sucd 4 state tottery after a ball with N
her number on jt dropped in and thep
Popped out of the hole. Had it stayed in,
she would have won the grand prizc of $3
milfion, A jury awarded her the Jackpot,
Plus 3400,000 for emotional trayma,

The driving force for these suits is Jegal
entreprencurs, “If you can make this stuff
fly, there is a tremendous profit motive
here,” Peter w. Huber, a senior fellow e o e - .
with the Manhatsan Institute, sajd, S N e AR

Worse than these anecdotes, litigation . WL - - R .. | i
¢ritics say, is the plague of fawsuits baged Manhottan institute fellow Welter K. Oison, o leading critie of the law profassion .
on faulty scientific data or so-called junk  The legal System “forments the . . , innozens and rewerds the palpably irresponsible.
science. Despite thousands of lawsyits, )
and the occasional victory by plaintifss’ cent from'1985.91, according to the drop if various liability reforms wei
lawyers, most courts have rejected clajms Administrative Office of the U.S, Courts, adopted, C
that the anti-nayseg drug Bendectin caus- - Other legal experts complained that Now the buzaword is compentivens
¢s birth dafects. But those decisions came Cuayle has explojted growing resentinent  Almost half of ait U'.s. manutat:mc_::
only aftet plaintiffs' lawyers rejected a of lawyers and COuTt costs withour under- have withdrawn products from worid
$120 million settlement offer from 4. Standing the realities of the legal systemn.
pharmac:uﬁcal company 23 too Jow. “)Wbat Quayle is doing is mouthing the

And then there was the Spate of suits  platitudes of a conservative sToup of bysi. .
over the whooping cough vaceine in the ness interests that he believes reflect the Qu AYEE’ s PMN
mid-1980s that produced millions for el bes iiterest of the Republican Party,”
lawyers, There is po proof that the vac. argued Andrew F. Popper. deputy dean .
cine caused brain damage. The great fear of the American University's Washingion Here ore highlights of the civil justica
of the chemical dioxin jed the U.S, gov. College of Law. “Mjs rhetoric is shop- teform plan proposed by the President’s
srment to cvacuate, the antire town of  worn, ofd school, anti-consumer non- Cmﬁ!on(ompeliﬁme&
Times Beach, Mo., in 1982 and spend  sense” i _
$200 miltion on énvironmentaj cleanup Nor is it likely 1o produce a winner, STREAMLINE PRETRIAL PROCEDURES
costs. The health official whose research  Like other efforts 10 reform the legal sys *Support graater use of altemativa diss

) 4.

Tl

on dioxin Jed to the evacuation conceded tem, the Quayle proposals face tremen- pite tesolytion,

that he was wrong in May speech, dous opposition from a powerful atliance * Encourage settlements by forcing the
. But those tales may not reflect the real.  of Consumer groups and tejaj Jawyers. No party rejecting the settlement fo pay triat
ity of the legal system, some experts  legislation to change product liability of costs if award is facs than the effer.

noted. A tecent study of persopal injury  medical Malpractice laws has ever moved * Restrict lawsuls fifed by state prisoners,
lawsuits by the RAND Corp.’s Institute  fay jn Congregs, Even an effort to put *Limit pretrial demonds for information,
for Civil Justice in Santa Monica, Calif,, ratiroad emplovees under a stuze workers® Perclize lowyers who obuse this process.,
found that 10 Per cent of people injured compensation system covering all other S—
in any type of accident filed lawsyits 1o employees instead of the tort systermn has SPEED THE TRIAL PROCESS - :

recover damages, In fact, only a small ‘never advaticed in Congress, *Requira foderal courts o decide cuses

percentage of those seriously injured immedfu:hely if facts dm not in dispute,
€ven contemplate a lawsuit: and only a *Establish eorly tria) dates,
tiny fraction of them decide 1o file suits, - COMPEVITIVENESS ISsyg? *Allow expert testimony only i basod on

the study said. “Americans” behavior does Corporate laments about the legal sys- “widely octapted” scionthic thoodes,
1ot accord with the more EXITCIC Pic-  tem and the litigation explosion are fioth.
tures of litigiousness thar have been put ing new. Many of today’s outrageous
forward by some,” the study conclyded, anecdotes sound familiar 1o people ac-

“What is offered thetorically as ihe queirted with the liability crisis of the ‘
rationale for the {Ovayle) proposalsis ot mid-1980x. Then, the issue way the un- *limit punitive damages to the amount of

_CURB-LITIGATION COSTS ‘
*Eliminate contingency foes for axpert
witne

supporied by the empiricil data," RAND availability of insurance that foreed the compatsatory domages,
researcher Deborah R, Hensler said, closing of city swimming pools and the *Adopt € “loser pays” rule for tHonys’
In fact, there is evidence that the prog. - locking of the dooes of neighborhoond foesin some casos,

uct liability caseload has eased a bit over &ms. Efforts to dea? with those problems “Obposs lagiclation thet provides attor.
the past few years. Product liability suits F4me to naught when insurgnee Lompy- noys* foes only for portios liting lawsuits,
filed in federa) courts dropped 36 per  nies réfused to promise that ratey would

N\"f‘\\ Al byt
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QUAYLE TO LAWYERS: “I HAVE THE CONSTITUENCY"

speech to members of the Ameri-

can Bar Association (ABA) in
Chicago, Vice President Dan Quayle
discussed Bush Administration initiae
tives to make major changes in the
Amcrican legal system. Here is an edit-
¢d version of the interview,

0 n his flight back from an Oct, 25

It seemed that your rhetoric was g fittle
more restrained than it was during the
AEA annual convention iu Atlanta in
August. Are you backing off from what
has been called lawyer bashing?

No, not at all. I said I was going to talk
about similar things that 7 talked about

=3 £ N

Vico President Dan Goayle

in Atlanta. We laid out essentially the
same agenda. I think we've gotten peo-
ple’s attention, that this is an important
tssve. that it is a crisis that we face, that
the legal system is in trouble. Now that
we have gotten everyone's attention,
we are not backing off one bit. Some
will still interpret it as lawyer bashing, 1
did not want it interpreted in Atlanta as
lawyer bashing, And 1 think here, we
basically gave the same message.

In 3 recent speech to a business group,
Yyou made repeated mentions of “en-
trenched interests” that are opposed to

these proposals. Aren't those groups
primarily lawyers?

In my speech, I said that this reform is
too necessary and the momentum is
too great to be derailed by special
interests or other institutions. That was
a direct reference to the leadership of

the ABA, which is very reluctant to

support this, and other special-interest
groups out there that just.don’t like it.

ABA president Talbot D’Alemberte
said he was extremely pleased because,
in Chicago, you no longer blamed the
legal system for America’s economic
problems.

First of all, I never said that in
Atlants. | ¢hink the president
of the ABA at the time tried
1o interpret it as such. That is
why ] came back to say: “Let’s
not be extreme about this
whole matter. Let’s take a
commonsense approach.”
Today, I was very exact in say-
ing education, capital gains
and trade {are crucial 1o eco-
nomic growth], But I said the
¥4 legal system and especially

-+ things like product Jigbility are
a factor to competitiveness.
They don’t even like to hear
that. But it’s true,

In terms of international com-
petitiveness, we are resily only
talking about the costs of
insurance. So how important
can that be? .

No, ne, no. With product lia-
bility, there are the costs of
insurance but also the cost of
defending suits in court. There
are lawyers' fees. There are all
sorts of costs associated with this. I
doft’t want to leave the impression that
this [effort] is the only way to generate
jobs and opportunities. There is a ot
more to competitiveness than reform-
ing the legal system.

We've seen proguct lisbility and medi-
cal malpractice reform proposals. Now,
you've proposed what basically are pro.
¢edural reforms. Do you think all of
these reforms are needed? .

Yes, 1 do. 1 think a test case for us on
Capitol Hill, to see the political

strength, is the product Lability Jegisla- )

tion, 1t's further ahead than it has ever
been before. We got it out of commit-
tee {in the Senate]. That's very con-
structive, very positive, We've got a lit-
tle bit of momentum. Plus this and the
new executive order [affecting federal
lawyers]. You might see some changes
in the federal rules of civil procedure.

What you call the fajrmness rale—which
switches legal costs to the Joser of a
cowrt case—is obviously a controver-
stal part of your plan,

Limits on punitive damages is probably
the most controversial. The fairness

rule is certainly controversial, and one

that I hope that they [ABA members]
eventually accept, but I don’t know.

Under the new exzcutive order, do you
think federat lawyers will hesitate to
bring cases out of concern that if they
lose, they'H have to pay the other side’s
iepal fees? ‘

I have never known bureaucrats to be
terribly sensitive about spending tax-
payer dollars. So I don’t think that will
be an inhibiting factor.

In an earlier speech, you spoke of try.
ing to galvanize public snpport, Has
there been any effort made yet?

Yes. We went to Harrisburg, Pa. We
went 10 Columibus and had two round-
table discussions, I had a very diversi-
fied group. 1 have been putting to-
gether a constituency at the grass roots,

What’s the ﬁmétable for your package?

Let me just say that the horsepower is
there to have these reforms instituted.
Y'm realistic enough to know that I am
not going to get everything, But I'm
greedy enough to try 10 ask for every-
thing. We will get some stuff this year.
And what we don’t get this year we will
come back for next year.

Could there be & backiash against the
bar if lawyers ave too aggressive in

opposing this? Your speech in Atlanta

touched a nerve among people who
don't like lawyers.

I have the constituency, They don’t. 1
have the following. The American peo-
ple want to do what I am talking about.
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markets, sccording to recenl survey by
the Confercnce Board, a business-sup-
ported group. A quarter of ULS, compi-
pies have discontinued some forms of
product research. Approgimately 15 per
cent of companies have dismissed work-
ers because of stringent product Habitity
Jaws, the Conference Board added.

In some industries, the United States is
no longer 3 world leader, the pro-busi-
ness argument goes. Twenty years apo, 13
U.S.-based pharmzaeeutical companics
conducted research on eontraception and
fertility. Now there is only onc, aceording
10 a 1988 American Medical Association
Teport

Meanwhile, <ae U.S. legal industry has
flourished, with the number of lawyers up
382 per cent between 1977 and 1989, ac-
cording to the Commerce Department.
The United States has 20 times the num-
ber of Jawyers as Japan per 100,000 popu-
lation, reported Great Britain'’s
Cambridge Law Journal,

Although critics dispute their
contentions, officials in the light
aireraft industry say that prod-
uct liability costs destroved U8,
manufacturers. “We have not
built a single-cngine airplane for
five years, and that is the rea-
son,” Jerty J. Pullen, corporaie
director-Washington for Cessna
Aireraft Co., said. In the four
years of the Carter Administra-
tion, the industry built 34,000
airplanes, he said. During the
eight years of the Reagan
Administration, the number was
10,000. Employment nosedived
from 22,800 workers to 6,000
workers, Pullen said.

Virtually ail of the recent law-
suits involving the aircraft
industry have claimed that
faulty design or manufacturing
defects caused a crash that
resuited in an injury or a fatali-
ty. But a Beech Alrcraft Corp.
study of 203 accidents involving
its products from 1983-86 that were inves-
tigated by the federal government—and
in which the cause of the crash could be
determined-—concluded that defects
caused none of the crashes. Pilot error
alone was responsible for 70 per cent of
the crashes, the study ordered by Con-
gress asserted. The average cost to the
aireraft company to fight cack lawsuit was
$530,000, the study said. -

Neijther the aircraft industry’s lamentix
nor the competitiveness arguments hold
water. according to some legal experts.
According to the American University's
Popper, the U.8. aircraft industry made
dangerous airplanes. Moreover, during
recession, American manufacturers are
not going to sell many expensive wireralt,

JCC WASH DC 202 514 4699
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uspecially in the fiee of the cheaper labor
conts foreign comptitors cijoy,

The scare stories, the competitiveness
arguments and the growing diskike of
luwyers kave engousaged o spate of old
and new proposals in Congress, In the
face of rising medical costs, there is 3
renewed effort to change the medical
malpractice faws.

The Quiyle prekage, which cmerged
from the White House Council on Clom-
putitiveness. which he heads, is perbaps
the most ambitious so far, Bush, in lste
October, announced that federal awyers
would unilaterally adopt at least some of
these provisions by including the payment
of legal fees in some cases-when the Jus.
tice Department or other federal apen-
cies Jose a case.

Quayle’s proposal has met with a great
deal of resistance. At a press conference
after the Vice President addresscd the

American University deputy law dean Andrew £, Popper
He says thet Quayle’s tort reform “rheteric is shopworn, ¢id school, onti-conzviner nonsense.”

Litigation Section here. ABA president
Talbot D'Alemberte questioned Quayle’s
emtire approach. [t would not be my
starting poiat if you are going to use the
word justive and couple it with the word
refora.” D' Alemberte said.

Even those experts who could be con-
sidvred friendlicr to the proposial ques-
tioned whether it can be turned into legis-
lation, “They must know if they five in the
reat workd that a lot of these provisions
won't get adopted.” Robert E. Litan of
the Brookings Institution and the eiditor
of The Lichitiy Muze (Brookings. [991)
satd, According to Litan, Quayle’s pro-
ponils may be more abowt scoring politi-
cal potnts than winning legiskative victo-
Fius,

94562223 F.@8

On Capitol Hill, 2 long-standing vifort
10 proguce i unitorm tedera? product s
bility statute seems 1 be gaining some
momentuns. But its prospets for enacts
moent any time in the near future appear
unlikely, at hust, Despite rosy predictions
from the business community about the
prospects for product liability reform,
Pameta Cilbert. the legisiative director of
Congress Watch, s pro-consumer group,
flatly predicied that legislation wor't pasy
Congress this session, ] think they have
toat momentum over the Jast year, not
gained it,” she said. ,

Opposition from consumer organiza-
tions is 4 key reason why produet Hability
reform may again be stuck in congress-
ional quicksand, Althcugh the Senate
Commerce. Science and Transportztion
Committce has approved a bill, it is
unlikely to reach the Senate floor until
next year. Opponents include Judiclary

Commiitice chairman Joseph R. Biden
Jr.. D-Del., and Myjority Leader George
J. Mirchell, D-Maine. On the House side,
Judiciary Committee chairman Jack
Brouks, D-Texas, rewains o formidable
foe, '

FIGHTING THE LAWYERS

But the real obstacle is not just Capitol
Hill burons such as Biden. Brooks aad
Mitchelt: it's the Association of Trial
Lawyers of Amuriva (ATLA), Their
Mlianee with consumer groups and their
ahility to rise canipaign money—mostly
for Demuoerats——has aude the trial attogs
aeys o powerfat foree for year,. (See N
12890, p. 3962.)
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MceConnell of Kentueky, has a

Al least one Senate Republican
who has advocaied various changes
in the tort fiability system. Miteh

maore limited goal at the moment,
Frustrated with ATLA'S success in
thwarting  any fepislation,
McConnell has devised a tactic 1o
divide the trial lawyers and the con-
Sumer groups. During the recent
debate on the 1991 Civil Rights
Act: McConncll, himself 4 Tawyer,
offercd an amendment that would
have capped the amount lawyers
could coliect from their clients at
20 per cent of the Jjudgment award.
¢d. Curremtly, it's standard practice
for lawyers 1o collect a third of the
damuges awarded, but often, high-
& percentages are charged,

“If the. consumer groups arc so
interested in the vietim, then why
aren’t they interested in capping
fees?” McConnell said in an inter
view, “The plaintiffs’ lawyers are
interested in victims only insofar as
that gives them a lawsuit, They are
not jnterested in victims when it
comes to distributing the proceeds
from the lawsuit.”

JCC WASH DC 282 514 4699 TO
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Railtoad exceutives have long
squabbled with the unions over the
issue, calling FELA an anuchro-
nism in an era of workers” com-
pensation plans that cover employ-
ees in virtually every other
industry. Railroad workers, by con-
trast, are free to file multimiltion-
dollar damage claims thay, if won,
can be far more lucrative than
compensation plan awards. if
workers lose, however, they get
hothing,

Figures provided by the railroad
industry indicate that FELA has
been expensive for jis member
companies. Dcspite a drop in
employees and fewer injuries,
claims have increased and damage
awards have skyrocketed. In 1981,
according to the Association of
American Railroads, railroads had
459,711 employees who reported
47,838 injuries. Payouts to workers
totalled $398.5 million. In 1890,
the number of workers had
dropped by almost half, to 254,661,
Injuries fell to 20,970, But payouts
iniore than doubleg, to $877.4 mil-
lion.

Sulin I’imk

McConnell’s amendment was S i I L The FELA battle has been a
handily defeated on the Senate Republican Sen., Miteh MeConnell of Keatucky ¢lassic business-labor confronta-
floor. Consumer advocates contend  Rg wants $o show thot the trial lawyers can bo beaten.  tion. But the rajiroads’ position has

that any limits on legal fees shoujd
inflict equal pain on defense lawyers as
well s plaintiffs’ lawyers. But McConneil
intends to return with this preposal,

“It would be important to show that
the triai lawyers can lose,” said McCon-
nell, who was strongly supported in his
reelection bid by business and doctors
and opposed by Kentugky's trial lawyers,
“It would give people some stomach, Any
time any aspect of tort law reform comes
up. pecple are hiding under their desk ”

McConnell has no illusions about his
chances. “The perception is that AJPAC
{Americzn Israel Public Affairs Commit-

tee] is the strongest lobby in town.
Wrong. The strongest lobby in Washing.
ton by far is ATLA." he said,

Just ask the railroad industry, For
years. the industry has wanted to overtutn
the Federal Employers™ Liability Act
(FELA), a 1908 statute that gives railroad
workers the right 10 sue when injured, It
was enacted before most states passed
workers' compensation statutes, In Con-
gress, legislation has been introduced
sporadicaily to repeal FELA. bu; only

- one hearing has ever been held on the

issuc. (See NJ.-11/25.89, p. 2695

The 1908 Federal Employers’ Liability Act
gives injured railway employees the right
to swe, rather than cdaim workers’
compensation benefits. It has resulied in
a classic business-labor confrontation, in
which railroad executives contend that
the law is a costly unaehronism.

M_’-’

received inteflectiai support from
2 suprising quarter, the Council for Court
Excellence, a federally supported organi-
zation involved in civil justice issues, In a
repoit released in September, the council
called for FELA's repeai, concluding that
the existing system is “irrational.” The
LA compensation system is too expen-
sive and contributes to the logiam in the
federal courts, the report said.

The council feported that FELA cases
account for 5-8 per cent of all civil trials
in federal court, FELA lawyers were glso
criticized. Liti
43 per cent of the compensation received
by victims, the study said. It concluded
that “the highest transaction cost in
;‘-‘ELA €ases is the expense of attorneys’
(L ©

Samuel F. Harahan, the council's excc-
utive director, asserted in an interview-
that “the forces that benefit from this sys-
tem are keeping this anachronism alive.”

THE QUAYLE pLAM

The Bush Administration’s 50-paint
plan sends much the same message about
the costs and processes of the American
legal system. The Vice President's mes-
e boosting the plan is a relativelv sim-

‘Pl¢ vne: too much discovery, 100 much
- litigating and, by extensior, too muny

lawvers,
The public might like the sound of
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- result in buge legal fees. =t is
_a total nonstartet,” the Brook-
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Ouayle's proposel. But all of its key prosi
sinns have been attuacked, The propssed
ap on punitive damages, for exumple, is
pot even supported by fricadly Republi-
cans such as McConnell, who said) thi
the seriously injured deserved huge mon-
ctary judgments in some instances,

“Any study of punitive damages will
demonstrate that the actual amount uf
dollars spent is 50 small that it can not b
said 10 have an impuact on any single
industry, much less our national competi-
tiveness posture,” the American Univer-
sity’s Popper said.

According 10 several recent studies, the
actual number of huge punitive damiage
awards, of the sort listed as horrors by
tort reform advocates, is actually guite
small, Punitive darmages were awarded in
9 per cent of the product liability cases
won by plaintiffs from 1985.88, according
1o a comprehensive study by Stephen
Daniels and Joanne Martin of the Amori-
can Bar Foundation in a Minnesota Law'
Review article published last year.

The case studies also demonstrate that
punitive damages are typically awarded
only in the most egregious cases of delib-
erate corporaie wrongdoing,
contended Linda A. Lipsen,
legislative counsel for Con-
sumers Union of United
States Inc. “We're talking
about cases where there is a
smoking gun in the company’s
file,” she said.

SHOULD LGSERS PAY?

Quayle’s idea that the loser
should pay litigation costs alsx
has numerous detractors. The
so-called English rule, which
Quayle. calls the fairness rule,
is used virtually everywhere
except in the United States.
Its goal is to eliminate nui-
sance suits and reduce the
over-all amount of litigation.
Supporters of the Quayle pro-
posal, such as McConnell, say
the rule would curb litigious-
ness by making those with
grievances think twice about
seeking redress in court.

But critics believe the Joser-
pays rile would discourage
the average citizen from filing
even a justifiable case. he-
cause an adverse verdict could

ings Institution’s Litan pro-
dicted,

The Consumers Union's
Lipsen added that “it crentexa
court system for the aristocri-

n
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Chnavke is aware Hiat Hes paovisiom lis

" teen called sndais In bis Clagaps speech,

the Vier Presdent addesl fo bis prepaied
fext now Jangtage emphisizng that the
propusd wattht not deny anvone aceess
tor the cotsrs, ’

In stn interview, Quayhe said that a sim-
ilar proposal eoicted on g trial bisis in
Flonkla showed thist the provision actual-
ly encournged suits by thosg seeking
sstler amounts of money begsnse (hey
were comfident that the cont of the titiga-
tion would be pard by theis opponent.
The Florida plan, Quayke added. “hid the
opposite effect, Tt opened up actess, it
opened up duors and it allowed griey-
ances 10 be sired incoun.”

The Bush Adminisiration is so coam-
ared of the fee-shifting proposd that the
President issued an exeeutive order on
Oct. 23 manduting that the government
experiment with the loser-pays provision
in its ¢ivil fawsuits, Victor E. Schwartz. a
ledder in the tort. reform effort and a
partner in the Washington law firm of
Crowelt & Moving. saluted the federal
government for first applving the chunge
10 itself.

Consumers Union's legizlodive covnsel Linda A. Lipsen

94562223 P.18

ot consumer advocates argue that the
exeentive order could hackfire if the Jus-
tice Depurtment finds itsell paying hupge
hegtad feen to Wall Street lawyers who win
cses for savings and Toan industry clienis
or alleged enviconmental polluters like
taexon Corp, Fear of losing a high-profile
case eould have & chilting effect on gov-
cenment {awyers, Congress Watch's
Ciilbert said. “Either the government is
going to [have 1o risk] paying millions of
dotlars in attorneys’ fees, or the govern-
ment is not going to bring good cases,”
(ithert added. *Nobody has thought
through the ramifications of this propos-
Al

Some legal experts think the best way
to try the fee-shifting proposal is in cor-
porate legal fights. Disputes between
husincsses are 4 major contributor to the
federal court backlog, they point out,

‘The fee-shifting arrangement would
alwo be fuirer in corporate legal battles,
the experts argue, because such contests
are usually between two roughly egual
parties on a level playing field.

“The Jitigation explosion exists in one
main area: where businesses ere suing
each other,” Lipsen said.
“Why aren’t businessmen say-
ing . . . “We can’t control out-
selves™”

Despite their criticisis of
the Administration’s propos-
als and thejr track record on
Cagitol Hill in rebuffing
changes in the tort system,
defenders of the status quo
conceded that Quayle's anti-
lawyer attack has given some
oomph to the cause of tort
reform. “We're very con-
cerned that an effort like this
conid have an impact,” Lipsen
said. “They gin vp people’s
distrust of lawyers and the
process.”

Of course, none of this is
really new, kn his Contmen-
. tartes on the Laws of England
written more than 200 years
ago. the British jurist Sir
William Blackstone called
lawyers the “pests of civit soci-
ety, perpetually endeavoring
to disturb the tepose of their
neighbors and officiously
interfering in other men’s
quarrels.”

But those types of attacks
have, over the years, had Little
impact. According to the
Naewtown (Pa.)-based Law
School Admissions Service,
44.210) people applied to law
school this year, for the fourth
yeur in a row a record nunt-

Lendind A Ishnun

Y. , Businesses suing businesses coused the litigation explosion. - ber n
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Quayle vs. Jamail

«. Dan Quayle owes 2 big thank you
Yo Joe Jamail, the contingency-fee
fawyer best known for winning $11 bil-
YNon for Pennzoil against Texaco. The
Yexas King of Torts did it again, just
" a5 the Vice President was renewing
his campaign to reform the lawyers.

- Mr. Jamail's latest spin at the lot-
tery whee) of American justice is a
good example of the excesses. He won
a 5550 million judgment against Mini-
Seribe Corp.. $530 million of it in puni-
tive damages, from a Galveston jury

last week. This 25-to-1 ratio of puni-

tives to actual damages is typical of a
legal system out of control, which i5
why Mr. Quayle wants states to imi
punitives to an amount equai to the
actual harm.

MiniScribe is in bankruptcy, so
much of the ruinous judgment would
be paid by its former accountants at
Coopers & Lybrand and former in-
vestment bankers at Hambrecht &
Quist—who point out they were also
defrauded, for much more than Mr.
Jamaij's bondholder clients, It's also
an frony that it was an internal inves:
tigation by MiniScribe that uncovered
the falsifying of records by some of its
employees. So whom is the legal sys-
tern punishing for what by assessing
punitive damages? The jury, by the
way, decided Mr: Jamail should get
sorme $8 million for his labors.

Many lawyers are outraged by Ja-
mail-style litigation, but the American
Bar Association as a trade group is
t00 busy circling the wagons to see the
absurdities, Talbot D'Alemberte, the
. group's president, called Mr. Quayle’s
criticisms “'stupid, silly, preposterous,
gratuitously insulting and offensive.”
(Gratuitousiy?) His counterproposal
is that the taxpayers provide “full and
adequate funding” for the Legal Serv-
ices Corp.. which subsidizes litigation
by making direct payments o0 ...
lawyers.

The Access to Justice Act that Mr,
Quayle proposed last week includes a
lmited federal application of what be

called the English Rule or the Every-
where-but-America Rule. This would
require the losing side to pay the win-
ning side's legal expenses. This should
deter abusive lawyering. A contn-
gency-fee Jawyer would have a harder
time getting defendants to settle cases
for some amount less than their legal
expenses to defend the lawsuit. 2y the
same token, defendants who know
they are liable could no longer simply
pay lawyers to use delaylng tacties in
the hopes of wearing down plaintiffs,

The Quayle proposal would protect
consumers in Jawsuits against corpo-
rations. There is a provision that lim-
its the armount of attorneys' fees that
the losing side would have to pay to
the amount he spent on his own law-
yers. Judges would have broad discre-
tion to award even less if the losing
party has limited means, People with
good legal claims would have better
access to the courts because they'd
know their legal fees would be com-

¢

pensated.

_ 'There is also 2 bill in Congress that
would create new national rules for
product-liability litization. This bill,
which the nation's Governors unani-
mously support despite federalism
concerns, would begin to push the
standard of liability back to where it
was before the Lability explosion 30
years ago. There would be a tighter
definition of punitive damages. and
plaintiffs would no longer be able to
go after the deepest pockets regard-
less of fault. .

There is a problem with these re-
form proposals. As President Bush
poted in a recent speech, “There are
62 lawyers” in the Senate. The trial
lawyers are also major financial con-
tributors to Members of Congress. S0
the chances of new legislation are
stnall, especially if lawyers prefer to
sarve as targets for the Bush-Quayle
carnpaign rather than Jead the reform
themselves.
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&&ﬁgl' It is always a pleasure to speak with members of thé
American Business Conference, because it is always a pleasure to
speak with the best. |

I would like to talk to you today about the future =-- the
future of our country generally, and more particularly the future
of our country's business environment. 1In fact, we cannot
separate the two. The America of the 21st century -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part'bylhow
hospitable we make America for business. —

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of resources. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward; everyone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.

Moot .
Qur—System has made America the envy of the world, the—most—
prosperous country -on-earth, affording—thehighest—standard—of—

living to the largest number of people in history. With one-"
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twentieth Of the—worid*s poputatien,—we produce one-feurth—sf the
werld's goods—and-services.

What accounts for our preeminence? The-answer, I believe,
lies in our resiliency, our historic ability to innovate, to
change as the world changes. America's world leadership is not
automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is
changing at a pace no one could havé dreamed of a generation ago.
And America, which has led the world's transformation, must
change with it.

Over the last several years deadweights have bequn to slow

the engine of growth -- i gncies a competitive economy

cannot tolerate. I have _-ted five areas for reform, five
critical ways in which America must change if we are to continue
to lead the world. You understand the urgency, for each of these
problems presents itself to American companies not as an
abstraction but in the most immediate way: as a cost of dbing
business -- a cost you can't control, an expenditure with no
possible return.

When our legal system becomes incapable of resolving
disputes in a timely and civil manner, business loses the
incentive to innovate and take risks. When health care costs
escalate, business picks up much of the tab. When government
imposes barriers to trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business

can no longer plan rationally for the future.

Each—of our system's rfaili T resources, drawing
5 L . T
aw OUur 1In nd-manhours—frem—productive €asks. Allow

me~to address them ene—by one.

Lg%hqf*ii-start with the crying need to reform our country's
civil justice system. Every American has heard the stories of
bizarrelor frivolous lawsuits; but most of you have lived then,
tales that could have been torn from the pages of Kafka.
Consider one example, related by one of 'your members, Roger
Coleman, president of Rykoff-Sexton, a food manufacturer and
distributof.

After record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When
earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs: contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "was the depths of our
pockets." Next came the nightmare of discovery: endlessly
expensive and invasive. The dompany's managers, instead of
managing, spent their time preparing for.depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:



4
"That's over $8.7 million that was diverted from new investments
in jobs and facilities.™"
The scenario is repeated daily throughout American business.

It is not repeated, let me stress, among our world competitors.

This—absurd drain_en—pfeéuetévityhis_a_peQuliarlx American

\—/- » [ . .
phenomenon, putting us at an*I;;;;;;IHE\aIsadvantage_Ln_tth;.>
3 iofial marketplace.

only the United States has seen a 382 percent increase in

the number of lawyers 6ver a twelve year period. Only the Unifed
States spends more than $80 billion annually in di#ﬁff/}itigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U.S. manufacturers to withdraw
products from world markets. One out of every four American
companies has discontinued certain types of product research for
the same reason.

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
legal reform. They would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-

pays" rule, and offer alternative means of resolving disputes.

80 i endations I have

instituted-by -Executive—Order;—others are contained in our Access

to Stice Act; and still others will take place at the state
—_—

<\EEZEEI using the model reforms we have proposed.

\
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The effects will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
beqgun practicing "defensive" medicine, ordering unnecessary tests
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 percent 30 years ago, total
health care expenditures are-today about 13 percent of GDP.
-Incredibty, some mid-range estimates put that figure at 30 L

percent by the year 2030 -- that's thirty cents of every dollar

of national income spent on health care.

It _is-not—hard to imagine what this would ngﬂjror'ﬁmerican‘—“
’Eﬁ§136§373k?he average American company -a¥eeady spends more on
~health premiums each year than it earns in after-tax profits. And—

this*ffEH3_TEET13r1n5n}ing—upwa;d_tguarg:gigggﬁgsu

Reform of the system is—inestapable. But we face a

crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a sfep on the road to nationalized care.

Neither is acceptable. Neither will preserve the quality of

our country's health care, which remains the best in the world.

I will not let that high gquality be taken away from the American

people through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance coéts. That money must
come from somewhere -- and for a company unable to pass along the
added costs through higher prices, that means decreased
investment, lower wages, and fewer jobs.

There is an alternative. My proposed health care reform
will build on our system's strengths, preserving the quality of
care. We will increase consumer choice. Through transferable
credits, we will assure access to basic health insurance for the
uninsured, and control costs through market incentives. And we
will not raise taxes on American employers.

I have targeted a third area for attention -- like the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at home,
we must succeed economically abroad. The fastest growing
companies among your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching
involvement in foreign markets.

I am committed to opening markets to American products,
removing the government-imposed barriers that act as a hidden tax
on American business. Each market shut off by protection is a
lost opportunity to sell your products. A successful conclusion
to the current Uruguay round of trade negotiations, for instance,
could increasé world output by $5 trillion over the next decade.
More than $1 trillion of that boom will go to the United States.

Even—cIoser to home, exports to Mexico have more—than—

doubled over the five years -- creating more than 260,000
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: Ican jobsi __Our North-Americam Free Trade Agreement—wilt—lock
_—in thosegains, creating with Canada a $6 trillion market,—the

__largest in—theworld.

As world trade expands, the need for a sophisticated, well-

educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce

the workers the highly competitive world market demands. and—

make 16 mistake: a failure t6 produce—a—worid—class—worKTorce-
will—eﬂ&y—pr6vide—an—incentive—%e—meve—new—jobs—cverseas.

Our educational failures have hit American employers hard.

English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two-paragraph
letter applying for a job. The situation in geography, math and
science is equally dire. Too many businesses are forced to pay
twice for the education of prospective employees -- once through
taxes that suppo;t our schools, and again through job training to
reﬁedy the failures of those schools in educating our young.

Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need.

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. 1Is it any wonder that so

many Americans who seek training don't know how to get it?
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Working with state and local governments, our Job Training 2000

initiative will bring coherence to these programs and offer "“one-

stop shopping"” to aspiring workers. Private industry councils,

f’composéa‘ﬁﬁsfly of businessmerr;
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local labor : they will be accountable—£er—the
S —euality-and—efficiency of their programs.
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e specific needs of

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by foréing them
to compete. That means giving parents the opportunity to choose
their children's schools.

I am convinced that each of these major reforms -- restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
essential to this country's future productivity. V;;; time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealthland jobs for America, we must undertake
real reform -- root-to-branch change -- whereever our system has

failed us.
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No wonder, then, that each of the reforms I speak of faces
powerful opposition from special interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips iggzggg;;ai’§676rnment. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs that live in perpetuity. A%f?i::%

The steps I outlined in Philadelphis will restore é?ﬁgﬁfbrﬁlﬁizﬁf
accountablity and responsiveness to a system that has been broken
for too long. [Placeholder for economic analysis insert. ]

A responsive government Will give the reforms I've outlined
today a fair hearing, even theugh the special interests are
arrayed against them. These approaches are grounded in basic
principles, a way of looking at the world. Government must trust
the wisdom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering schemes of government. All of
our institutions -- from the U.S. Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit»the opportunities -- of the world that is even now being
born.
God bless you, and God bless the United States of America.

# # # #
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It is always a pleasure to speak with members of the
American Business Conference, because it is always a pléaéure to
speak with the best.

I would like to talk to you today about the future -- the
future of our country generally, and more particularly the future
of our country's business environment. In fact, we cannot
separate the two. The America of the 21st century -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part by how
hospitable we make America for business.

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of resources. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward; everyone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most
prosperous country on earth, affording the highest standard of

living to the largest number of people in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and services.

FhAs duccerl
What accounts for cur preeminence? The answer, I believe, v

lies in our resiliency, our historic ability fo innovate, to
change as the world changes. America's world leadership is not
automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is
changing at a pace no one could have dreamed of a generation ago.
And America, which has led the world's ;ransformation, must
change with it.

Over the last several years deadweights have begun to slow
the engine of growth -- inefficiencies a competitive economy
cannot tolerate. I have isolated five areas for reform, five
critical ways in which America must change if we are to continue
to lead the world. You understand the urgency, for each of these
problems presents itself to American companies not as an

abstraction but in the most immediate way: as a cost of doing

business -- a cost you can't control, an expenditure with no

possible return.
When our legal system becomes incapable of resolving
disputes in a timely and civil manner, business loses the

incentive to innovate and take risks. When health care costs

escalate, business picks up much of the tab. When government
imposes barriers to trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
can no longer plan rationally for the future.

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow
me to address them one by one.

I'll start with the crying need to reform our country's
civil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most of you have lived then,
tales that could have been torn from the pages of Kafka.
Consider one example; related by one of your members, Roger
Coleman, president of Rykoff-Sexton, a food manufacturer and
distributor.

After record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When
earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "“was the depths of our
pockets." Next came the nightmare of discovery: endiessly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."

The scenario is repeated daily throughout American business.
It is not repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us at an increasiﬁg disadvantage in the
international marketplace.

Only the United States has seen a 382 percent increase in
the number of lawyers over a twelve year period. Only the United
States spends more than $80 billion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U.S. manufacturers to withdraw
products from world markets. One out of every four American
companies has discontinued certain types of product research for
the same reason.

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
legal reform. They would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-
pays" rule, and offer alternative means of resolving disputes.

Some of these 50 comprehensive recommendations I have
instituted by Executive Order; others are contained in our Access
to Justice Act; and still others will take place at the state

level, using the model reforms we have proposed.
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The effects will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
bequn practicing "defensive" medicine, orderihg unnecessary tests
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 percent 30 years ago, total
health care expenditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health care.

It is not hard to imagine what this would mean for American
business. The average American company already spends more on
health premiums each year than it earns in after-tax profits. And
this trend too is heading upward towardldisaster.

Reform of the system is inescapable. But we face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a step on the road to nationalized care.

Neither is acceptable. Neither will preserve the quality of

our country's health care, which remains the best in the world.

I will not let that high quality be taken away from the American

pbeople through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent inérease in a company's insurance_costs. That money must
come from somewhere -- and for a company unable to pass along the
added costs through higher prices, that means decreased
investment, lower wages, and fewer jobs. |

There is an alternative. My proposed health care reform
will build on our system's strengths, preserving the quality of
care. We will increase consumer choice. Through transferable
credits, we will assure access to basic health insurance for the
uninsured, and control costs through markét-incentives. And we
will not raise taxes on American emplovers.

I have targeted a third area for attention -- like the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at home,

we must succeed economically abroad. The fastest growing

companies among your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching

involvement in foreign markets.

I am committed to opening markets to American products,
removing the government-imposed barriers that act as a hidden tax
on American business. Each market shut off by protection is a
lost opportunity to sell your products. A successful conclusion
to the current Uruguay round of trade negotiations, for instance,
could increase world output by $5 trillion over the next decade.
More than $1 trillion of that boom will go to the United States.

Even closer to home, exports to Mexico have more than

doubled over the five years -- creating more than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the
largest in the world.

As world trade expands, the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. Aand
make no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new jobs overseas.

Our educational failures have hit American employers hard.
English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two-paragraph
letter applying for a job. The situation in geography, math and
science is equally dire. Too many businesses are forced to pay
twice for the education of prospective employees -- once through |
taxes that support our schools, and again through job training to
remedy the failures of those schools in educating our young.

Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need.

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. Is it any wonder that so

many Americans who seek training don't know how to get it?
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Working with state and local governments, our Jéb Training 2000
initiative will bring coherence to these programs and offer "one-
stop shopping" to aspiring workers. Private industry councils,
composed mostly of businessmen, are crucial to our strategy.
They would manage programs tailored to the specific needs of
local labor markets. And they will be accountable for the
quality and efficiency of their programs.

[Placeholder for Labor announcement]

In stressiné accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schéols more accountable, by forcing them
to compete. That means giving parents the opportunity to choose
their children's schools.

. I am convinced that each of these major reforms -- restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
essential to this country's future productivity. The time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealth and jobs for America, we must undertake

real reform -- root-to-branch change -- whereever our system has

failed us.
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No wonder, then, that each of the reforms I speak of faces
powerful opposition from special interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips the federal gbvernment. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs that live in perpetuity.

The steps I outlined in Philadelphis will restore
accountablity and responsiveness to a system that has been broken
for too long. [Placeholder for economic analysis insert.]

A respénsive government will give the reforms I've outlined
today a fair hearing, even though the special interests are
arrayed against them. 'These approaches are grounded in basic
principles, a way of looking at the world. Government must trust
the wisdom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering scheﬁes of government. All of
our institutions -- from the U.S. Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit the opportunities -- of the world that is even now being

born.

God bless you, and God bless the United States of America.

# # # #
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It is always a pleasure to speak with members of the
American Business Conference, because it is always a pleasure to
speak with the best.

I would like to talk to you today about the future =-- the
future of our country generally, and more particularly the future
of our country's business environment. In fact, we cannot
‘separate the two. The America of the 21st century -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part by how
hospitablé we make America for business. —

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of resources. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward; everyone,
heanwhile, benefits from the.wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most
prosperous country on earth, affording the highest standard of

living to the largest number of people in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and services.

Whaﬁ accounts for our preeminence? The answer, I believe,
lies in our resiliency, our historic ability to innovate, to
change as the world changes. America's world leadership is not
automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is‘
changing at a pace no one could have dreamed of a generatioh ago.
And America, which has led the world's transformation, must
change with it. |

Over the last several years deadweiéhts have begun to slow
the engine of growth -- inefficiencies a competitive economy
cannot tolerate. I.have isolated five areas for reform, five
critical ways in which America must change if we are to continue
to lead the world. .You understand the urgency, for each of these
problems presents itself to American companies not as an
abstraction but in the most immediaﬁe way: as a cost of doing
business -- a cost you can't control, an expenditure with no
possible return.

When our legal system becomes incapable of resolving
disputes in a timely and civil manner, business loses thell
incentive to innovate and take risks. When health care costs
escalate, business picks up much of the tab. When government
imposes barriers to trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
can no longer plan rationally for the future.

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow'
me to address them one by one.

I'l]l start with the crying need to reform our country's
civil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most of you have lived then,
tales that could have been torn from the pages of Kafka.
Consider one example, related by one of your members, Roger
Coleman, president of Rykoff-Sexton, a food manufacturer and
distributor.

Aftér record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When
earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "was the depths of our
pockets.”" Next came the nightmare of discovery: endlessly
expensive and invasive. The cbmpgny's managers, instead of
managing, spent theirztime preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."

The scenario is repeated daily throughout American business.
It is not repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us at an increasing disadvantege in the
international marketplace.

‘ Oonly the United States has seen a 382 percent increase in
the number of lawyers over a twelve year period. Only the United
States spends more than $80 billion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U.S. manufacturers to withdraw
products frqm world markets. One out of every four American A
companies has discontinued certain types of product research for
the same reason. _

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
legal reform. They would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-
pays" rule, and offer alternative means of tesolving disputes.

Some of these 50 comprehensive recommendations I have
“instituted by Executive Order; others are contained in our Access
to Justice Act' and still others will take place at the state

level, using the model reforms we have proposed.



5

The effecfs will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. - Doctors have
begun practicing "defensive" medicine, ordering unnecessary tests
and procedures to protect against iitigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 peréent 30 years ago, total
health care expenditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of natiocnal income spent on health care.

It is not hard fo imagine what this would mean for American
business. The average American company already spends more on
health premiums each year than it earns in after-tax profits. And
this trend too is heading upward toward disaster.

Reform of the system is inescapable. But we face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a step on the road to nationalized care.

Neither is acceptable. Neither will preserve the quality of
our country's health care, which remains the best in the world.

I will not let that high quality be taken away from the American

people through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhere -- and for a company unable to pass along the
added costs through higher prices, that means decreased
investment, iower wages, and fewer jobs.

There is an alternative. My proposed health care reform
will build on our system's strengths, preserving the quality of
care. We will increase consumer choice. Through transferable
credits, we will assure access to basic health insurance for fhe
uninsured, and control costs through market incentives. And we
will not raise taxes on American employers.

I have targeted a third area for attention -- like. the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at home,
we must succeed economically abroad. The fastest growing
companies émong your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching
involvement in foreign markets.

I am committed to opening markets to American products,
removing the government-imposed barriers that act as a hidden tax
on American business. Each market shut off by protection is a
lost opportunity to sell your products. A successful conclusion
to the current Uruguay round of trade negotiations, for instance,
could increase world output by $5 trillion over the next decade.
More than $1 trillion of that boom will go to the United States.

Even closer to homg, exports to Mexico have more than

doubled over the five years -- creating more than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the
largest in the world.

As world trade expands, the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. And
make no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new jobs overseas.

Our educational failures have hit American employers hard.
English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two-paragraph
letter applying for a job. The situation in geography, math and

science is equally dire. Too many businesses are forced to pay

twice for the education of prospective employees -- once through
if;uh‘ X taxes that support our schools, and again through job training to
;j%%:fif emedy the failures of those schools in educating our young.
::; —— Communities have begun taking matters into their own hands,
iﬁf&. with local businesses often acting as catalyst. ABC's Vital
C”::K@dvﬁ'Link, which works with local schools to establish learning
E:,"‘ ‘ incentives for students, is a perfect example of the community-

based efforts our children need.

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. Is it any wonder that so

many Americans who seek training don't know how to get it?



8
Working with state and local goVernments, our Job fraining 2000
initiative will bring coherence to these'programs and offer "one-
stop shopping" to aspiring workers. Private industry councils,
composed mostly of businessmen, ‘are crucial to our st;ategy.
They would manage programs tailored to the specific needs of
local labor markets. And they will be accountable for the
quality and efficiency of their programs.

[Placeholder for Labor announcement]

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by forcing them
to compete. That means giving parents the opportunity to choose
their children's schools.

I am cbnvinced that each of these major reforms -~ restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
essential to this country's future productivity. The time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get'on with its
work of creatingAwealtﬁ and jobs for Amefica, we must undertake

real reform -- root-to-branch change -- whereever our system has

failed us.
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No wonder, then, that each of the reforms I speak of faces
powerful opposition from special interests who profit from the.
status quo. So I have targetéd a final reform, no less‘important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips the federal government. This
paralysis prevents Washindton from making evén the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs thaf live in perpetuity.

The steps I outlined in Philadelphis will restore
accountablity and responsiveness to a system that has been broken
for too long. [Placeholder for economic analysis insert.]

A responsive government will give the reforms I've outlined
today a fair hearing, even though the special interests are
arrayéd against them. These approachés are grounded in basic
principles, a way of looking at the world. Government must trust
the wiédom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering schemes of government. All of
our institutions -- from the U.S. Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit the opportunities -- of the world that is even now being
born.
God bless you, and God bless the United States of America.

# # # #
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It is always a pleasure to speak with members of the
American Business Conference, because it is always a pleasure to
speak with the best.

I would like to talk to you today about the futﬁre ==~ the
future of our country generally, and more particularly the future
of our country's business environment. 1In fact, we cannot
separate the two. The America of the 21st gentury -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part by how
hospitable we make America for business. —

We can learn from your success. The key to the success 6f
any high-growth company is the wise deployment of resources. fhe
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the rewara; everyone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most
prosperous country on éarth, affording the highest standard of

living to the largest number of people in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and servidég.

What accounts fortoufxpreéminence? The answer, I believe,
lies in our resiliency, our}historic ability to innovate, to
change as the world changes. America's world leadership is not
- automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is
changing at a pace no one could have dreamed of a generation ago.
And America, yhich has led the world's transformation, must
change with it.

Over the last several years deadweights have begqun to slow
the engine of growth -- inefficiencies a competitive economy
cannot tolerate. I haQe isolated five areas for reform, five
critical ways in which America must change if we are to continue
to lead the world. You understand the urgency, for each of these
problems p;esents itself to American companies not as an
abstractio; but in the most immediate way: as a cost of doing
business -- a cost you can't control, an expenditure with no
possible return.

When our legal system becomes incapable of resolving
disputes in a timely and civil manner, business loses the
incentiye to innovate and take risks. When health care costs
escalate, business picks up much of the tab. When government
imposes barriers to trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
‘can no longer plan rationally for the future.

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow
me to address them one by one.

I'1l start with the crying need to reform our country's
g}vil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most of you have lived then,
tales that could have been torn from thé pages of Xafka.
Consider one example, related by one of your members, Roger
Coleman, president'of Rykoff-Sexton, a food manufacturer and
distributor.

After record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When
earnings fell shqrt by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit. |

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "was the depths of our
pockets." Next came the niéhtmare of discovery: endlessly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."

The scenario is repeated daily throughout American business.
It is not repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us aﬁ an increasing disadvantage in the
internatic?nal marketplace. iy / Hﬂ jb\ / ’j l ;L/'Q
he United States has seen é.EEEbpercent increase in
the number of lawyers over a twelve year period. Only the United
States séends more than $80 billion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U;S. manufactﬁrers to withdraw
products from world markéts. One out 6f every foﬁr American
companies has discontinued certain types of product research for
the same reason.

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
legal reform. They would limit discovery to reasonable\.
proportions, discourage some frivolous suits through a "loser-
pays" rule, and offer alternative means of resolviﬁg disputes.

Some of these 50 comprehensive recommendations I have
instituted by Executive Order; others are contained in our Access
to Justice Act; and still others will take place at the state

level, using the model reforms we have proposed.
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The effects will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
begun practicing "defensive" medicine, ordering unnecessary tests
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 pércent 30 years ago, total
healtﬁ care expenditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health care.

It is not hard to imagine what this would mean for American
business. The avérage American company already spends more on
health premiums each year than i£ earns in after-tax profits. And
this trend too is heading upward toward disaster.

Reform of the system is inescapable. But we face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a step on the road to nationalized care.

Neither is acceptable. Neither will preserve the quality of
our country's health care, which remains the best in the world.

I will not let that high quality be taken away from the American

people through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhere -- and for a company unable to pass along the
added costs through higher prices, that means decreased
investment, lower wages, and fewer jobs.

There is an alternative. My proposed health care reform
will build on our system's strengths, preserving the quality of
care. We will increase consumer choice. Through transferable
credits, we will assure access to basic health insurance for the
uninsured, and control cdsts through market incentives. And we
will not raise taxes on American employers.

I have targeted a third area for attention -- like the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at home,

we must succeed economically abroad. The fastest growing

companies among your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching

involvement in foreign markets.

I am committed to opening markets to American products,
removing the governﬁent-impose& barriers that act as a hidden tax
on American business. Each market shut off by protection is a
lost opportunity to sell your products. A successful conclusion
to the current Uruguay round 6f trade negotiations, for instance,
could increase world output by $5 trillion over the next decade.
More than $1 trillion of that boom will go to the United States.

Even closer to home, exports to Mexico have more than

doubled over the five years -- creating more than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the
largest in the world.

As world trade expands, the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. And
make no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new jobs overseas. é%af

Our educational failures have hit American employers hard. C&k/
English is now the language of international business,vxggnggiﬂ bﬁﬂa

20 percent of 17-year-olds can write a simple two-paragraph

letter applying for a job‘?f

science is equally dire. Too many businesses are forced to pay t%;

: gf

The 51tuatlon in geography, math and ;@

twice for the education of prospective employees -- once through fiiq%
taxes that support our schools, and again through job training to

remedy the failures of those schools in educating our young.

AE

Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need.

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. Is it any wonder that so

many Americans who seek training don't know how to get it?
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Working with state and local governments, our Job Training 2000
initiative will bring coherence to these programs and offer "one-
stop shopping" to aspiring wofkefs. Private industry councils,
composed mostly of businessmen, are crucial fo our strategy.
They would ﬁanage programs tailored to the specific needs of
local labor markets. And they will be accountable for the
quality and efficiency of their programs..

[Placeholder for Labor announcement)

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating,a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by forcing theﬁ
to compete. That means giving parents the opportunity to choose
their children's schools.

I am convinced that each of these major reforms -- restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
essential to this country's future productivity. The time for
tinkering is done; we cah afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealth and jobs for America, we must undertake
real reform -- root-to-branch change -- whereever our system has

failed us.
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No wonder, then, that each of the reforms I speak of faces
powerful opposition from special interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips the:federal government. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs that live in perpetuity.

The steps I outlined in(EEEEEEEEEEE%>will restore
accountablity and responsiveness to a syﬁiem that has been broken
for too long. [Placeholder for economic analysis insert.)

A responsive government will give the reforms i've outlined
today a fair hearing, even though the special interests are
arrayed against them. These approaches are grounded in basic
principles, a way of looking at the world. Government must trust
the wisdom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering schemes of government. All of
our institutions -- from the U.S. Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit.the opportunities -- of the world that is even now being
born.
God bless you, and God bless the United States of'America.

# # # #
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It is always a pleasure to speak with members of the
American Business Conference, because it is alwaYé a pleasure to
speak with the best. ‘

I would like to talk to you today about the future -- the
future of our country generally, and more particuiarly the future
of our éountry's business environment. In fact, we cannot
separate the two. The America of the 21st century -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part by how
hospitable we make Amerlca for business. —

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of resources. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward; everyone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most
prosperous country on earth, affording the highest standard of

living to the largest number of people in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and services.

What accounts for our preeminence? The answer, I believe,
lies in our resiliency, our historic ability to innovate, to
change as the world changes. America's world leadership is not
automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is
changing at a pace no one could have dreamed of a generation ago.
And America, which has led the world's transformation, must
change with it.

Over the last several years deadweights have bequn to slow
the engine of growth -- inefficiencies a competitive economy
cannot tolerate. I have isolated five areas for reform, five
critical ways in which America must change if we are to conﬁinue
to lead the world. You understand the urgency, for each of these
problems presents itself to American companies not as an
abstraction but in the most immediate way: as a cost of doing
business -- a cost you can't control, an expenditure with no
possible return.

When our legal system becomes incapable of resolving
disputes in a timely and civil manner, business loses the
incentive to innovate and take risks. When health care costs
escalate, business picks up much of the tab. When government

imposes barriers to trade, business pays the price in

opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
can no longer plan rationally for the future.

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow
me to éddress them one by one.

I'l]l start with the crying need to reform our country's
- civil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most of you have lived then,
tales that could have been torn from the pages of Kafka.
Consider one example, related by one of your members, Roger
Coleman, president of Rykoff-Sexton, a food manufacturer and
distributor.

After record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When
earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "was the depths of our
pockets." Next came the nightmare of discovery: endlessly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."

The scenario is repeated daily throughout American business.
It is QQ; repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us at an increasing disadvantage in the
international marketplace.

Only the United States has seen a 382 percent increase in
the number of lawyers over a twelve year period. Only the United
States spends more than $80 billion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U.S. manufacturers to withdraw
products from world markets. One out of every four American
companies has ‘discontinued certain types of product research for
the same reason.

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle; has offered 50 recommendations for
legal reform. They would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-
pays" rule, and offer alternative means of resolving disputes.

Some of these 50 comprehensive recommendations I have
instituted by Executive Order; others are contained in our Access
to Justice Act; and still others will take place at the state

level, using the model reforms we have proposed.
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The effects will be far-reaching, extending into another
area critically in néed of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
begun practicing "defensive" medicine, ordering unnecessary tests
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 percent 30 years ago, total
health care expenditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health care.

It is not hard to imagine what this would mean for American
business. The average American company already spends more on
health premiums each year than it earns in after-tax profits. And
this trend too is heading upward toward disaster.

Reform of the system is inescapable. But we face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a step on the road to nationalized cére.

Neither is acceptable. Neither will preserve the quality of
our country's health care, which remains the best in the world.

I will not let that high quality be taken away from the American

people through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhere -- and for a company unable-to pass along the
added costs through higher prices, that means decreased
investment, lower wages, and fewer jobs..

There is an alternative. My proposéd health care reform
will build on our system's strengths, preserving the quality of
care. We will increasé consumer choice. Throuéh transferable
credits, we will assure access to basic health insurance for the

uninsured, and control costs through market incentives. And we

will not raise taxes on American employers.

I have targeted a third area for attention -- like the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at home,

we must succeed economically abroad. The fastest growing

companies among your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching

involvement in foreign markets.

I am committed to opening markets to American products,
removing the govérnment-imposed barriers that act as a hidden tax
~on American business. Each market shut off by protection is a
lost opportunity to sell your products. A successful conclusion
to the current Uruguay round of trade negotiations, for instance,
could increase world output by $5 trillion over the next decade.
More than $1 trillion of that boom will go to the United States.

Even closer to home, exports to Mexico have more than

doubled over the five years =-- creating more than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the
largest in the world. |

As wotld trade expands, the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. And
maKe no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new jobs overseas.

Our educational failures have hit American employers hard.
English is now the language of international business; yet only
20 percent of 17-year-olds can write a simple two-paragraph
letter applying for a job. The situation in geography, math and
science is equally dire. Too many businesses are forced to pay
twice for the education of prospective employees -- once through
taxes that support our schools, and again through job training to
remedy the failures of those schools in educating our young.

Communities have begun taking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need. .

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. Is it. any wonder that so

many Americans who seek training don't know how to get it?
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Working with state and local governments, our Job Training 2000
initiative will bring cohefence to these programs and offer "one-
stop shopping" to aspiring workers. Private industry councils,
composed mostly of businessmen, are crucial to our strategy.
They would manage programs tailored to the specific needs of
local labor markets. And they will be accountable for the
quality and efficiency of their programs.

[Placeholder for Labor announcement]

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by forcing them
to compete. That means giving parents the opportunity to choose
their children's schools.

I am convinced that each of these major reforms -- restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
eséential to this country's future productivity. The time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealth and jobs for America, we must undertake

real reform -- root-to-branch change ~- whereever our system has

failed us.
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No wonder, then, that each of the reforms I speak of faces
powerful opposition fromlspécial interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips the federal government. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the nétional interest, hundreds of
wasteful programs that live in perpetuity.

The steps I outlined in Philadelphis will restore
accountablity and responsiveness to a system that has been broken
for too long. [Placeholder for economic analysis insert. ]

A responsive government will give the reforms I've outlined
today a fair hearing, even though the special interests are
arrayed against them. These approaches are grounded in basic
principles, a way of looking at the world. Government must trust
the wisdom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering schemes of government. All of
our institutions -- from the U.S. Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit the opportunities -- of the world that is even now being

born.
God bless you, and God bless the United States of America.

# # # #
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It is always a pleasure to speak with members of the
American Business Conference, because it is always a pleasure to
speak with the best.

I would like to talk to you today about the future -- the
future of our country generally, and more particularly the future
of our country's business environment. 1In fact, we cannot
separate the two. The America of the 21st century -- its ability
to make peace in the world, to foster strong families, to create
rewarding jobs -- will be shaped today, in large part by how
hospitable we make America for business.

We can learn from your success. The key to the success of
any high-growth company is the wise deployment of resources. The
successful company channels labor and investment into those areas
with the potential for the greatest expansion and the highest
return. You take the risk; you reap the reward; eVeryone,
meanwhile, benefits from the wealth you create.

That, in brief, is the genius of entrepreneurial capitalism.
Our system has made America the envy of the world, the most

prosperous country on earth, affording the highest standard of

living to the largest number of people in history. With one-
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twentieth of the world's population, we produce one-fourth of the
world's goods and services.

What accounts for our preeminence? The answer, I believe,
lies in our resiliency, our historic ability to innovate, to
change as the world changes. America's world leadership is not
automatic; it is not a birthright. We must continue to earn it,
day by day, quarter by quarter, year by year. The world now is
changing at a pace no one could»have dreamed of a generation ago.
And America, which has led the world's transformation, must
change with it.

over the‘last several years deadweights have begun to slow
the engine of érowth -- inefficiencies a competitive economy
cannot'toleraté. I have isolated five areas for reform, five
critical ways in which America must change if we are to continue
to lead the world. You understand the urgency, for each of these
problems presents itself to American companies not as an
abstraction but in the most immediate way: as a cost of doing
business -- a cost you can't control, an expenditure with no
possible return.

When our legal system becomes incapable of resolving
:disputes in a timely and civil manner, business loses the
incentive to innovate and take risks. When health care costs
escalate, business picks up much of the tab. When government
imposes barriers to_trade, business pays the price in
opportunities lost. When our children leave school without

rudimentary skills, business bears the burden in lowered
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productivity. And when government freezes in gridlock, business
can no longer plan rationally for the future.

Each of our system's failings saps your resources, drawing
away your investment and manhours from productive tasks. Allow
me to address them one by one.

I'1ll start with the crying need to reform our country's
civil justice system. Every American has heard the stories of
bizarre or frivolous lawsuits; but most of you have lived them,
tales that could have been torn from the pages of Kafka.
Consider one example, related by one of your members, Roger
Coleman, president of Rykoff-Sexton, a food manufacturer and
distributor.

After record earnings in 1989, Mr. Coleman publicly
expressed his confidence that 1990 would be even better. When

U//earnings fell short by two percent, his hopeful statement became
the cause of a shareholder class-action lawsuit.

First came a meeting with plaintiffs' contingency-fee
lawyers, at which the merits of the case were never even
discussed. "The issue," says Mr. Coleman, "was the depths of our
pockets." Next came the nightmare of discovery: endlessly
expensive and invasive. The company's managers, instead of
managing, spent their time preparing for depositions. The
lawsuit, he says, "brought everything to a stop."

In the end, rather than permit the total exhaustion of
company resources, Mr. Coleman decided to settle. The tab for

this exercise in futility: $8.7 million. As Mr. Coleman says:
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"That's over $8.7 million that was diverted from new investments
in jobs and facilities."

The scenario is repeated daily throughout American business.
It is not repeated, let me stress, among our world competitors.
This absurd drain on productivity is a peculiarly American
phenomenon, putting us at an increasing disadvantage in the
international marketplace.

Only the United States has seen a 382 percent increase in
the number of lawyers over a twelve year period. Only the United
States spends more than $80 billion annually in direct litigation
costs, perhaps four times that in indirect costs. Fear of
lawsuits has driven almost half of U.S. manufacturers to withdraw
products from world markets. One out of every four American
companies has discontinued certain types of product research for
the same reason.

We must remove this ball and chain from our ability to
produce and compete worldwide. My competitiveness council, led
by Vice President Quayle, has offered 50 recommendations for
legal reform. They would limit discovery to reasonable
proportions, discourage some frivolous suits through a "loser-
pays" rule, and offer alternative means of resolving disputes.

Some of these 50 comprehensive recommendations I have
instituted by Executive Order; others are contained in our Access
to Justice Act; and still others will take place at the state

level, using the model reforms we have proposed.
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The effects will be far-reaching, extending into another
area critically in need of reform. Medical malpractice premiums
almost doubled in the second half of the 1980s. Doctors have
begun practicing "defensive" medicine, ordering unnecessary tests
and procedures to protect against litigation.

This too drives up health care costs. The trends are simply
unsustainable. From less than 6 percent 30 years ago, total
health care expenditures are today about 13 percent of GDP.
Incredibly, some mid-range estimates put that figure at 30
percent by the year 2030 -- that's thirty cents of every dollar
of national income spent on health care.

It is not hard to imagine what this would mean for American
business. The average American company already spends more on
health premiums each year than it earns in after-tax profits. And
this trend too is heading upward toward disaster.

Reform of the system is inescapable. But we face a
crossroads. Some have advocated nationalized care; others
propose the so-called "pay or play" approach, which I am
convinced is merely a step on the road to nationalized care.

Neither is acceptable. Neither will preserve the quality of
our country's health care, which remains the best in the world.

I will not let that high quality be taken away from the American

people through some scheme of government control.

Nationalized care means rationed care; its promise of cost
containment is a mirage. "Pay or play" would dump still more

mandates on business. A 9 percent payroll tax would mean a 34
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percent increase in a company's insurance costs. That money must
come from somewhere -- and for a company unable to pass along the
added costs through higher prices, that means decreased
investment, lower wages, and fewer jobs.

There is an alternative. My proposed health care reform
will build on our‘system's strenéths, preserving the quality of
care. We will increase consumer choice. Through transferable

edits, we will assure access to basic health insurance for the

uninsured, and control costs through market incentives. And we
will not raise taxes on American employers.

I have targeted a third area for attention ~- like the
others, absolutely critical to our success in the coming decades.
You understand that for America to succeed economically at héme,
we must succeéd economically abroad. The fastest growing
companies among your group -- the ones creating the greatest
number of jobs here at home -- are those with far-reaching
involvement in foreign markets.

I am committed to opening markets to American products,
removing theAgovernment-imposed barriers that act as a hidden tax
on American business. Each market shut off by protection is a
lost opportunity to'sell your products. A successful conclusion
to the current Uruguay round of trade negotiations, for instance,
could increase world output by $5 trillion over the next decade.
More than $1 triilion of that boom will go to the United States.

Even closer to home; exports to Mexico have more than

doubled over the five years -— creating more than 260,000
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American jobs. Our North American Free Trade Agreement will lock
in those gains, creating with Canada a $6 trillion market, the
largest in the world.

As world trade expands, the need for a sophisticated, well-
educated workforce will intensify. Yet the fact is grim and
undeniable: our current educational system is unable to produce
the workers the highly competitive world market demands. And
make no mistake: a failure to produce a world-class workforce
will only provide an incentive to move new jobs overseas.

Our educational failures have hit American employers hard.
English is now the language of international business; yet only
. 20 percent of 17-year-olds can ﬁrite a simple two-paragraph
letter applying for a job. The situation in geography, math and
science is equally dire. Too many businesses are forced to pay
twice for the education of prospective employees -- once through
taxes that support our schools, and again through job training to
remedy the failures of those schools in educating our young.

Communities have begun faking matters into their own hands,
with local businesses often acting as catalyst. ABC's Vital
Link, which works with local schools to establish learning
incentives for students, is a perfect example of the community-
based efforts our children need. |

Still, there is much for government to do. This year, seven
different federal agencies will spend $18 billion on a patchwork
of 60 vocational training programs. 1Is it any wonder that so

many Americans who seek training don't know how to get it?



8
Working with state and local governmenté, our Job Training 2000
initiative will bring coherence to these programs and offer "one-
stop shopping" to aspiring workers. Private industry councils,
composed mostly of businessmen, are crucial to our strategy.
They would manage programs tailored to the specific needs of
local labor markets. And they will be accountable for the
quality and efficiency of their programs.

[Placeholder for Labor announcement]

In stressing accountability and local control, Job Training
2000 perfectly complements a revolution now taking place in
American education as a whole -- a revolution essential to
creating a world-class workforce. Our America 2000 initiative
aims to reinvent American schools. We know how to do it. We set
high standards for students. We make teacher training a top
priority. And we make schools more accountable, by forcing them
to compete. That means giving parents the opportunity to choose
their children's schools.

I am convinced that each of these major reforms ;- restoring
sanity to our legal system, ensuring quality health care for all,
expanding world trade, and reinventing American education -- is
essential to this country's future productivity. The time for
tinkering is done; we can afford no more half-measures, no more
pondering and chin-pulling. If business is to get on with its
work of creating wealth and jobs for America, we must undertake

real reform -- root-to-branch change -- whereever our system has

failed us.
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No wonder, then, that each of fhe reforms I speak of faces
powerful opposition from special interests who profit from the
status quo. So I have targeted a final reform, no less important
than the others. If America is to change, American government
must change. Last week in Philadelphia, I spoke in some detail
on the paralysis that grips the federal government. This
paralysis prevents Washington from making even the most
rudimentary decisions of public policy. The results are plain: a
deficit that is a fiscal and a moral outrage, a permanent
governing class oblivious to the national interest, hundreds of
wasteful programs that live in perpetuity.

The steps I outlined in Philadelphis will restore
accountablity and responsiveness to a system that has been broken
for too long. [Placeholder for economic analysis insert.]

A responsive government will give the reforms I've outlined
today a fair hearing, even though the special interests are
arrayed against them. These approaches are grounded in basic
principles, a way of looking at the world. Government must trust
the wisdom of markets more than the whims of bureaucrats. The
freely made decisions of businessmen and women must take
precedence over the engineering schemes of government. All of
our institutions -~ from the U;S.'Congress to the local school
board -- must be accountable to those they serve.

Over the last decade, America has changed tﬁe world. Today
we are blessed with the opportunity to change America. With

these principles as our guide, we will meet the challenges -- and
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exploit the opportunities -- of the world that is even now being
born.
God bless you, and God bless the United States of America.

# # # #
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B ctence in five core subjects measured

against world-class standarc{s. And by the
year 2000 our children will be the first in
science and math. Our adults will be literate
and able to compete in the work force. Ad
sixth, finally, our schools will be safe, dis-
ciplined, and drug-free.

We'll achieve these goals by advancing
four transforming ideas at the heart of Amer-
ica 2000:

First, flexibility for teachers and principals,
freedom from the web of Federal regulatior:s
that impose a one-size-fits-all solution to our
schools;

Second, a generation of new Awmerican
schools. Teachers are critical to this exciting
break-the-mold experiment in what edu-
cation can be;

Third, world-class standards and voluntary
national exams. Again, teachers are leading
the way in defining standards, creating cur-
riculum fremeworks, developing exams to

<’ help us raise our sights and measure our per- -

formance;

And fourth and finally, parental choice of
schools: public, private, religious.

Now, our plan is innovative. It is excititg.
It is uniting this country. And it will work.
Changing our schools is too important to wait
or to waste a generation. And that’s why edu-
cation is one of the five urgent reform chal-
lenges that I've been talking about. We know
we've got to be competitive in a changing
world. We can’t go on sending our children

-eace. Every, day;on
g W,
sersonal lev i

to spend billions teaching new workers
what they should have learned in school. Sta-
tus quo schools simply will net carry us into
‘ the next century.
achiey
n goals, adopted,’;
re than 2 years
isan : F

b women like him will help us meet those chal-;
" lenges. )
Teachers know that real excellence de-
mands commitment from everyone in every
community as we work to create commu-
nities where learning can happen. It de-
mands that talented men and women give

whid

ofCE

into the working world undereducated and
ill-equipped and expect the business commu-

We set our goals for the year 2000 because
we know our economic health, our economic-’
survival depend on how we educate ourselves
to face the challenges a new century will | ML
bring. Tom and the thousands of men and._-

time to become tutors and mentors. It de-

fnands that businesses, churches and syna-
ogues, and civic groupsfjgi;fftoiethéi’;fo sup-
prt local schools. It demands that every citi-
zen help his community,. 'évelop arplan of
‘sction based on America 2000 and help the
Mstion reach these national education goals.
‘Ydgcther, we literally Will reinvent the Amer-
izap school community by gqmmunity,:neitg‘:-
borhood by nei hborhood, all across this
country. And at the heart of this shining new
school will be, as always, the teacher. .

£ Last week at the Oschrs, George Lucas,
filmmaker, might have'captured it best when-
he thanked the teachets of his childhood.
And he said, “All of us are teachers, teachers
with very loud voices “But we will never
‘match the power of the teacher who is able
to whisper in a student’s'ar.” )

+ And so, Tom, on behalf of all Americans
‘who have had the rare and priceless privilege
_of having a fine teacher whisper in tgeir ear,
Gongratulations. You teach the one lesson
“that matters the most. There’s no distinction
“bétween who you ‘are and what you do.
. You've woven the values of your life into your
“work. And thank you, sq; And may God bless
z:you. N - o o
“”." And now I have sométhing special for you.

.'This apple is'the traditional symbol of teach-
 ing, and crystal represents the clarity of vision
* and commitment that the great teachers pos-
_sess. And so, on behalf of a grateful Nation,
. sir, congratulations, %
Now, may I hand yor

u'this apple?

* Note: The President spoke at 11:22 a.m. in
the Rose Garden at the White House. In his
" remarks, he referred to Robert Schiller, su-

* perintendent of public® instruction for the

_ Michigan Department of Education, and Mi-
chael  O. Emlaw;’s; superintendent  of
mediate School District,
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Thank you, Jim; Ve’?‘?;{, very much. Thank

you all, and I'mjust’ delighted to be back

o

”“an admiring Nation, with great pride in you,
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with you. And Jim Jones, thank you, sir, for
the introduction, for your leadership not just
of .this wonderful organization but of the ex-
change and for everything else you do for
this economy.

Some people think I've been traveling a
little too much so today, as an example of
my new policy, no trips further than one
block away from the White House. [Laugh-
ter]

It is a pleasure to be with you. I'm de-
lighted to have been accompanied by Bar-
bara Franklin, who many of you saw coming
in, I think, our new Secretary of Commerce,
in whom I have great confidence: Barbara.
And she and I both agree that she has large
shoes to fill over there at Commerce with
one of your ori§inators, one of your founders,
my dear, close friend, Bob Mosbacher, sitting
in the back, back here. What a job he did
 for his country as Secretary. .-

But let me just say it is always .a pleasure
to speak with the members of the ABC, the
American Business Conference because it'’s
a pleasure to speak with the best, people that
get things done. And I'd like to talk to you
today about the future, the future of our
country generally, and more particularly, the
future of our country’s business environment.
In fact, we cannot separate the two. The
America of the 2Ist century—Jim talked
about some of the aspects of this, what ABC's
about, its ability to make peace in the world,
but to foster strong families, to create re-
warding jobs—will be shaped today, in large
Faﬂ, by how hospitable we make America

or business.

We can learn from your achievement. The
key to the success of any high-growth com-
pany is the wise deployment of resources.
The successful company channels labor and
investment into those areas with the potential
for the greatest expansion, for the highest re-
turn. And you take the risk; you reap the re-
ward; everyone, meanwhile, benefits from

the wealth you create. And that, in brief, is
the genius of entre reneurial capitalism, a
Kstem that has mage America the envy of

e world. .

For 200 years our prosperity has sprung
from our ability to innovate, to create, to
change as the world changes. But America’s
world leadership is not automatic; it’s not a

birthright. We ‘must continue to earn-it
by day, quarter by quarter, year by year.iAng
the world now is changing at a pace that: :
one could have dreamed of just a genera on
ago. And America, which has led gxe world's e
transformation, simply must change with; ;
Over the last several years, deadweish;
have begun to slow the engine -of .
inefficiencies a competitive economy

itself to American companies not as-any
straction but in the most immediate way,}as:
a cost of doing business, a cost you can’ 0y
trol, an expenditure with no possible ety
When our legal system becomes incg
of resolving disputes in a timely and:
manner, business loses the incentive to

of the tab. When Government imposes ban|
riers to trade, business pays the price in‘op-
portunities lost. When our children le'a'v‘l" T
school without rudimentary skills, business
bears the burden in lowered productivi
And when Government freezes in gridlog)
business can no longer plan rationally for the
future. :

Let me begin with the crying need'to
form our country’s civil justice system. Eve
American has heard stories of bizarre ¢
olous lawsuits. But most of you have: %
with them, tales that could have been:torn:
from the pages of Kafka. Consider one exam-
ple related by one of your members, Roge
Coleman, president of Rykoff-Sexton, afood
manufacturer and distributor. i

man publicly expressed his confidencethat:
1990 would be even better. And when eamn:
ings fell short, his hopeful statement becam
the cause of a shareﬁolder class-action laws
suit. First, in a meeting with plaintiffs’ con-
tingency-fee lawyers, at which the merits of
the case were never even discussed, ithe
issue, says Mr. Coleman, was “the depths-o
our pockets.” And next came the nightmare.
of discovery, endlessly expensive ‘and:
invasive. The company’s managers, instead of
managing, spent their time preparing for

i
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J depositions. The lawsuit, he says, “brought

everything to a stop.” In the end, rather than
permit the total exhaustion of company re-
sources, Mr. Coleman decided to settle. And
the tab for this exercise in futility, $8.7 mil-
lion. And as he says, “That’s over $8.7 million
that was diverted from new investments in
jobs and facilities.”

The scenario is repeated daily throughout
American business. And it is not repeated,
let me stress, among our world competitors.
Only the United States has seen the number
of lawyers double over a 20-year period. And
only the United States spends more than $80
billion annually in direct litigation costs, per-
haps four times that in indirect costs. Accord-
ing to a recent survey, 40 percent of compa-
nies that had been the target of product k-
ability suits bave discontinued certain types
of product research.

We must remove this ball and chain from
our ability to produce, our ability to compete

* worldwide. And my Competitiveness Coun-

cil, led by the Vice President, has offered
50 recommendations for legal reform. They
would limit discovery to reasonable propor-
tions, discourage some frivolous suits through
a “loser pay” rule, and offer alternative
means of resolving disputes.

This broad legal reform will not be easy.
Just look at the fight that we’ve had on prod-
uct liability reform. We introduced a reform
bill in 1890 and again in 1991. And the Sen-
ate opposition, the majority in the Senate re-
fusecf) to bring it to a vote. And in the House
it’s stuck in two committees. The special in-
terests are lining up against legal retorm, and
we could certainly use your help in moving
it forward. We must reform the ?egal system
of this country.

If we are successful, the effects will be far-
reaching, extending into another area criti-
cally in need of change. Medical malpractice
premiums almost doubled in the second half
of the eighties. Doctors are practicing defen-
sive medicine, ordering an estimated $20 bil-
lion a year in unnecessary tests and proce-
dures to protect against frivolous lawsuits.

The trends in health care costs are simply
unsustainable. From less than 6 percent 30
years ago, total health care expenditures are
today a%)out 13 percent of GDP. Some mid-
range estimates put that figure at 30 percent
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by the year 2030. That’s 30 cents of every
dollar of national income spent on health
care. Right now, according to one Federal
study, American corporations already spend
more on health care each year than they earn
in aftertax profits.

We must reform the system, but we face
a crossroad. Some have advocated national-
ized care; others propose the so-called “pay
or play” approach, which I am convinceg is
merely.a step on the road to nationalized
care. Neither is acceptable. Neither will pre-
serve the quality of our country’s health care,
which remains the best in the entire world.
And I.will not let that high quality be taken
away from the American people through
some scheme of Government control.

Nationalized care means rationed care. Its
promise of cost containment is a mirage. “Pay
or play” would dump still more mangates on
business. For employers, a 9-percent payroll
tax would mean a 34-percent increase in
health insurance costs. And that money has
got to come from somewhere. And for a com-
pany unable to pass along the added costs
through higher prices, that means decreased
investment; it means lower wages; it means
fewer jobs.

There is an alternative, a good one. And
my tEroposed health care reform will build
on the strengths of the existing system, pre-
serving the quality of American care. We will
increase consumer choice. And through
transferable credits, we will assure access to
basic health insurance for the uninsured and
control costs through market incentives. And
we will not have to raise taxes in the process,
raise taxes on the employers.

I've targeted a third area for attention, like
the others, absolutely critical to our success
in the coming decades. You understand that
for America to succeed economically at home
we must succeed economically abroad. The
fastest growing companies among your
group, the ones creating the greatest number
of jobs here at home, are those with far-
reaching involvement in foreign markets.

I am committed to opening markets to
American goods and services, removing the
Government-imposed barriers that act as a
hidden tax on American business. Each mar-
ket shut off by protection is a lost opportunity
to sell your products. A successful conclusion
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to the current Uruguay round of trade nego-
tiations, for instance, could increase world
output by $5 trillion over the next decade.
More than $1 trillion of that boom will go
to the United States, creating a higher stand-
ard of living and, yes, more jobs for Ameri-
cans.

And then, even closer to home, an area
where Bob Mosbacher did so much and now
Barbara Franklin has taken up the cause: ex-
ports to Mexico. They have more than dou-
bled over the last years, creating more than
300,000 American jobs. Now, our North
American free tracfe agreement, Mexico,
Canada, and the U.S., will lock in and even
multiply these gains, creating a $6 trillion
market for American products in Canada,
Mexico, and the U.S.A.

As world trade expands, the need for a so-
phisticated, well-educated work force will in-
tensify. And yet the fact is grim and undeni-
able, and Jim referred to this one in introduc-
ing me, our current educational system is un-
able to produce the workers the highly com-
petitive world market demands.

Our educational failures have hit American
employees hard. English is now the language
of international business, and yet only 20 per-
cent of 17-year-olds can write a simple two-
paragraph letter applying for a job. The situa-
tion in geography, math, science is equally
dire. Too many businesses are forced to pay
twice for the education of prospective em-
ployees, once through taxes that support our
schools and again through job training to
remedy the failures of those schools in edu-
cating our young,.

Communities have begun taking matters
into their own hands, with local businesses
often acting as catalysts. ABC’s Vital Link,
which works with local schools to establish
learning incentives for students, is a perfect
example of the community-based efforts that
our children need.

And still, there is much for the Govern-
ment to do. This year seven different Federal
agencies will spend $18 billion on a patch-
work of 60 mandated vocational training pro-
grams. Is it any wonder that so many Ameri-
cans who seek training don’t know how to
get it? Now, working with State and local
governments, we've got a new program: our
Job Training 2000 initiative we call it. And
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that will bring coherence to thlese prograiis g 8
and try to offer “one-stop shopping” to aspirs M
ing workers. Job Training 2000 perfetl;
complements the revolution now taking
in American education as a whole.

And through this, I hope you've heard:
it, our America 2000 initiative, we’;
reinvent, literally reinvent our schools
chairman, Jim Jones, is a leader in what
call the New American Schools Develo,
Corporation. It’s a private group create
my request to launch an entire genera
of}i)rezﬂt-the-mold new American schoo

This revolution is essential to crea
world-class work force. Now to do that,
need to set world-class standards for stud
and create a system-of voluntary nati
tests to measure their progress. We've
to redouble our efforts to rid our schoo|
drugs and violence, to cleanse America of
scourge that wastes so many young lives. An
we must make schools more accountable by}
forcing them to compete. And that meass
giving parents the opportunity to choose
their children’s schools, public, private, or re- -
ligious. ;

I am convinced that each of these maj
reforms, restoring sanity to our legal syste
ensuring quality health care for all, expan
ing world trade, reinventing American -ed
cation, is essential to this country’s producti
ity. But each faces powerful opposition fro:
special interests who profit from the sta
quo. And so, I've targeted a final reform
less important than the others. If Ame
is to change, our Government must chang

And last week in Philadelphia I presented
seven specific programs, proposals really, to -
deal with the paralysis that grips the Con- |
gress. And the results of this gﬁ£mk are dis-
mally plain. Congress was incapable even of _
passing ‘a short-term, stimulative economic-
growth package. But they must understand |
I am going to continue to fight for measures %3
essential to economic growth, and that in-
cludes something you know something about,

. a lot about, including a cut in the tax on cap-
ital gains. -

And you have sitting here today a leader
that knows something about the success of
a capital gains cut, Jim Jones. Because if my
memory serves me correctly, it was the
Jones-Stieger initiative in 78 that showed



*nce to these progy
stop shopping™ to ps
-aining 2000 perfepils
»lutiong now mh%gpizﬂee
1as a whole, RIS
1 hope you've heard
)0 initiative, ,w;
vent our schools:y;
s a leader in what'yi
Schools Develop:
ivate group crega
an entire generatig
"American schog

progress, We’ve,_:go‘t
to rid our schools’q
leanse America of thi§
nany young lives. And%
more accountable by
ete. And that means

: others. If America
nment must change.
adelphia I presented
proposals really, to
chat grips the Con-
his gridlock are dis- -
s incapable even of
mulative economic :
'y must understand
» fight for measures
owth, and that in-
w something about, £
t in the tax on cap-

ere today a leader
out the success of
nes. Because if my
cectly, it was the
« "78 that showed

what can happen in the way of new invest-
ment, entrepreneurship, when a capital gains
tax cut was enacted.

The American people, and I can under-
stand this, are rightly fed up with business
as usual, a deficit that is a fiscal and a moral
outrage, a permanent governing class obliv-
fous to the national interest, and hundreds
of self-perpetuating programs that don’t even
aid the people they were designed to help.
Now, I refuse to believe that this is the legacy
we'll leave our kids. But it will be if we don’t
reform. I'm talking here about perks. I'm
talking about the gymnasium. I'm talking
about fundamental reform of the United
States Congress.

The reforms that I've outlined here today
are grounded in basic principles, a way of
looking at the world. As Jefferson said, “The
pillars of our prosperity are the most thriving
when left most free to individual enterprise,”
In practice, that means Government must
trust the wisdom of the markets more than
the whims of the bureaucrats. The freely
made decisions of business men and women
must take precedence over the engineering
schemes of Government. And all of our insti-
tutions, from the Congress to the local school
board, must be accountable to those that they
serve.

Over the last decade, America has changed
the world. Given what’s happening out there
in this election year, we sometimes fail to
count our blessings. There have been fun-
damental changes in this world, changes for
world peace. And today we are blessed with
those changes, and we are also blessed with
the opportunity now to change America.
With these principles that I've outlined here
as our guide, I am absolutely convinced we
will meet the challenges and exploit the op-
portunities of the world that is now being
born.

Thank you all very much for what you do.
And may God bless our country. Thank you
all.

Note: The President spoke at 2:11 p.m. at
the Willard Hotel. In his remarks, he referred
to James R. Jones, chairman of the American
Business Conference.
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Executive Order 12799—N. avy and
Marine Corps Reserve Officer
Promotions

April 7, 1992

By the authority vested in me as President
by the Constitution and the laws of the Unit-
ed States of America, including section 301
of title 3 of the United States Code and sec-
tion 5905(a) of title 10 of the United States
Code, and in order to delegate authority to
perform a certain function concerning the
promotion of commissioned officers of the
Naval Reserve and Marine Corps Reserve,
it is hereby ordered as follows:

Section 1. The authority vested in the
President by section 5905(a) of title 10 of
the United States Code to remove the name
of any commissioned officer of the Naval Re-
serve or Marine Corps Reserve from a pro-
motion list is delegated to the Secretary of
Defense in cases concerning promotion to
any grade below rear admiral (lower half) or
brigadier general, without need for approval,
ratification, or other action by the President.
Nothing in this section shall be deemed to
delegate the authority vested in the President
by section 5898(c) of title 10 .of the United
States Code to remove a name from a selec-
tion board report.

Sec. 2. The authority delegated to the Sec-
retary of Defense by this order may be re-
delegated to the Deputy Secretary of De-
fense, any of the Assistant Secretaries of De-
fense, or the Secretary of the Navy, who may
further subdelegate such authority to sub-
ordinates who are appointed to their office
by the President, by and with the advice and
consent of the Senate.

Sec. 3. With respect to the functions dele-
gated by this order, all prior actions taken
for or on behalf of the President that would
have been valid if taken pursuant to this

order are ratified,

George Bush
The White House,
April 7, 1992,
[Filed with the Office of the Federal Register,
9:34a.m., April 8, 1992]

Note: This Executive order was published in
the Federal Register on April 9,




