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.
\ \ Louis J. Cordia
\. 6908 Baylor Drive
Alexandria, VA 22307
(phone)703/768-3111
(fax)703/768-2156

September 30, 1992

The Hon. Richard W. Porter
Counselor to the Vice President
White House Vice President
200 OEOB

Washington, DC 20501

Dear Mr. Porter:

As I believe you are well aware, I have been working on health issues for quite some time,

with particular concern over how government control over healthcare actually raises costs for
Americans rather than lowering them.

Given the fact that healthcare has emerged as a major issue in the presidential election and
that the key difference between the two major candidates is over how much of a role
government will play --- President Bush wants less and Governor Clinton wants more, I
thought you would appreciate a copy of an article that illusirates by exampie how government
in its often laudable effort to help actually hurt the people. In an article in the September

10, 1992 ARKANSAS TIMES entitled "Drug Costs Doubled Under Controversial Program,"
it says,

"a program to control the costs of Medicaid prescriptions in Arkansas ended up
costing the state more than the drugs themselves."

As you know, I have long advocated the philosophical argument of limited government,
believing that government intrusion in our lives and the marketplace often ends up hurting us
when it tries to help. That is why I am most concerned about how much government control
may be exercised in everyone’s desire to bring high quality healthcare to all Americans.

In this regard I ask you to please forward by mail or fax any information you may have on
this important subject --- particularly regarding the government’s role in healthcare and its
positive or adverse impact on the American people. Should you have any questions, please
do not hesitate to call.

Sincerely,

.

Lou Cordia



ARKANSAS TIMES - SEPTEMBER 10, 1992

DRUG COSTS DOUBLED UNDER
CONTROVERSIAL PROGRAM

Squabble over computers is just the tib of the iceberg.

B8Y MARA LEVERITY

Aptogram toconuol the costs of Medicaid
prescripuoas in Arkansas ended up costing
the state more than the drugs themselves.

Moreover, the contract for the program,
which was designed and administered by the
College of Pharmacy at the Univessity of
Arkansas for Medical Scicoces, had so many
problems that the federal Medicaid office
bas refused W pay its half of the more than
$675.000 in operating costs.

The cxpense has put further swess om
Arkansas’s Medicaid pharmacy program,
which was already so financiaily strapped
thatithas rwice had to reduce benefits for the
needy participants.

Accandiog i da vitained under the iFrez-
dom of Information Act from the state Human
Sexvices Deparunent, which entered the con-
tract with UAMS, the cost to review each
request for 2 Medicaid prescripdan under the
contract was $22 36. The average cost of the
prescripians reqocsted was $21.45. That
mncaas that the total average cost of aprescrip-
tion under the program was $43 81.

Lronically, the contract itsetf grew owt of
1990 legislation sponsared by Arkansas Sea.
David Pryar to conwrol drug pricex. .
Before the 1990 law, Arkansas bad oper-

* ated oo what's called an opca formalary
system; that is, doctors kww which dnfgs
would be paid for by Medicaid, which
wouldn’t, and where exceptions were pos-

sible. Not mauy staws had such a system. hut

most agsec the Arkansas plan warked well.

The 1990 law changed the rules. it put
into effect a nationwide system in which
Medicaid could pay far any drug, so long as
its manufacturer agreed 1o offer rebates.

Formolary systems such as Arkansas's
were no longer allowed The so-calied prior
autharization systems became the next best
method for keeping a lid on costs.

As anyone who has ever bought a ‘generic
drug knows, some very expensive medica-
tioas will de the same thing as other, less
expensive ones. The trick with Medicaid is to

' besmcthadocmptuaihcthcdam
drug.

Prior autharization requires doctors to
submit their prescriptioas (or cestain madi.
catians for review befare they can be filled.
They can avoid the hassie by prescribing
some less expensive altcrnatives.

Stll, it was expected that nnder the pro-
sram. atleast 6,000 reqncsts for prior agho-

. fization would have t0 be reviewed per

inonth. Istablishing such a system was 80~
Continued on puge 12
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ng 1o require addinonal saaff and egquip-
ment. and the Human Services Deparument,
wiich oversees the Medicaid program 1n
Arkansas, was under & hinng freeze. The
oaly way w0 avoid the restncton was to
contract the program out.

The UAMS Coliege of Pharmacy seemed
2 logical chotce for the job, and its assistant
dean, Dr. Walier J. Mamson. was interested.

Marmson devised a pnier approval pro-
gram. Whitlock approved it. and the con-
wact with tee Coliege of Pnarmacy was
tigned in January of this yesr.
Butalarms were soundad from
the suan.

An official of the Health
Care Finance Administration
(HCFA) in Dallas, which
oversees the federal portoa
of Arkanses's Medicaid bud-
get. wroee to DHS Deputy
Director Keany Whitlock
waming of problems.

Don Hesm. chief of HCFA's
Program Operauons Branch.
pointed om that 1t should have
sapuissed that DHS receivettie
10 all equipment purchased for
the program. He also advised
Whidock that time records
would have to be kept for any
Caliegeof Pharmacy empioyee
woridng on the program.

“"Wesisowantwosgongurge
you o connider the cost-effec-
gveness of thiscontract.” Heam
wrote. “The average cost fora
prescnption in Arkansas is
about $20.

CONTROLLING COSTS: US. Sen. David Pryor
spemsored legisianon ro comsrol drug prices.

Daixed WNER AIKed 1O SIET OVeT Wie SQWADEl:
ana providethemoured tme repans. Whitleck
announced he was removing anabioncs—
which accommied for 44 percent of the re-
questr—{rom the requmement for prior ap-
proval. Thea Momson. who contanded antibi-
oucs had to beinciuded if the program was ©
be effectve=—tefused 1o renew the congact.

At the s of August. the saaff ai DHS
took over theprogram. By then 1ts scope nad
been greatly redoced.

Besides amitioncs. pnorapproval wasaiso
dropped for ssosher class of drugs called
benzodiszepmes, which are msed 10 reat swess.




“{n theconTact as wnuen, the average cost
per pnor sutharization request (based on an
¢ smawed 6.000 inquines permoath) is around
$20... This could call into queszon tae rea-
sonablencss of the contract for the necessary
and efficientadrministrasonof the State Plan.”

Nor were those the only ebjectuons. When
the nrogram went 1nto effect in February,
physicians from around the state shot letters
10 the DHS compiaimng that the process
infringed on therr professicnsal judgment,
increased their paperwork. and discoursged
them from dealing with Medicaid pauents.

Moreover. they questioned the sense of 2
program that required review of cenain pre-
scripuons but promused, as in the case of
antibioucs. where ume 1s cnitical, that all
would be filled.

As tume neared for the contract to be
renewed. the reiauonshsp detween DIS and
the college had become badly szained. The
swaff at DHS was insisung thatthe agency b
given utle to nearly $80.000 in computers
anad other equipment the college had bought
in suruag the program. Thoy slsc waated
the time records HCFA said 1t required.

And Whitlock was corung under increas.
Ing pressure from paytICIans 10 Lake antib-
onics out of the review program.

By July. everything collapsed. Momson

Together. anubiotics and “benzos.” asthey re
called. had aceounted for 70 pereent of all the
drugs reviewed for pnor anthonzation. Ap-
proval had been granted forail of the snubiot-
1cs and 96 percent of the benzos.

Gradually. after DHS took back control
of the program. the extraordinary cost of its
operaucn uader the College of Pharmacy
began to come to light.

A DHS rewiew dated August 29 noted. fou
instance. that in July 1992, there were 919
approved requests for peazodiazepines. The
average coxt for one of these presenpriont
was $13.34. But when the cost of renewmg
each request was added.~he total cost o
Medxcudofilling the prescnption was $35.70

DHS paid the College of Pharmacy just
under $113.000 per month from February
tarough July toagrunister the prograun. Half
of that was 10 be pauid witn federnl funds
wrough HCFA. But HCFA noufied DHS
last week that 1t won't pay

Arkansas's Medicaid drug program.
which 1s already over tudget. now must p3y
for 2! of the UAMS coneract. And since the
Coliege of Pharmacy says itisa 't required 10
turn 18 computers over the DHS. the state
agency faces the prospect of buving another
set of compueeers 1o keep up withits burgeon-.
1ng costs. o



OFFICE OF THE VICE PRESIDENT

WASHINGTON

October 8, 1992

NOTE TO RICHARD PORTER

FROM: BILL KRISTOL ¢4

Could you please handle. Thanks very much.
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Louis J. Cordia
6908 Baylor Drive
Alexandria, VA 22307

(phone)703/768-3111
(fax)703/768-2156

September 30, 1992

The Hon. William Kristol
Chief of Staff

White House Vice President
272 OEOB

Washington, DC 20501

Dear Bill: i
As I believe you are well aware, I have been working on health issues for quite some time,
with particular concern over how government control over healthcare actually rai osts for
Americans rather than lowering them.

Given the fact that healthcare has emerged as a major issue in the presidential election and
that the key difference between the two major candidates is over how much of a role
government will play --- President Bush wants less and Governor Clinton wants more, I
thought you would appreciate a copy of an article that illustrates by example how government
in its often laudable effort to help actually hurt the people. In an article in the September

10, 1992 ARKANSAS TIMES entitled "Drug Costs Doubled Under Controversial Program,"
it says,

"a program to control the costs of Medicaid prescriptions in Arkansas ended up
costing the state more than the drugs themselves."

As you know, I have long advocated the philosophical argument of limited government,
believing that government intrusion in our lives and the marketplace often ends up hurting us
when it tries to help. That is why I am most concerned about how much government control
may be exercised in everyone’s desire to obring high quality healthcare to all Americans.

In this regard I ask you to please forward by mail or fax any information you may have on
this important subject --- particularly regarding the government’s role in healthcare and its
positive or adverse impact on the American people. Should you have any questions, please
do not hesitate to call.

Sincerely,

/L_\

Lou Cordia



ARKANSAS TIMES - SEPTEMBER 10, 1992

DRUG COSTS DOUBLED UNDER
CONTROVERSIAL PROGRAM

Squabble over computers is just the tip of the iceberg.

8Y MARA LEVERITY

Apfog_rzm toconuol the casts of Medicaid
prescripuoas in Arkansas ended up costing
the staic more than the drugs themselves.

Moreover, the coatract for the program,
which was designed and adminisiered by the
College of Pharmacy at the Univessity of
Arkansas for Medical Scicnces, had so maay
problems that the federal Medicaid office
bas refused o pay its half of the maore than
$675.000 in operating costs.

The expense has put further swess om
Arkansas's Medicaid pharmacy program,
which was already so financiaily strapped
thatithas rwice had to reduce benefits for the
needy participants.

Accarding te data obtained undes the Free-
dom of Information Act from the state Human
Services Deparument, which enteved the con-
tract with UAMS, the cost to review each
request {or 2 Medicaid prescripaan under the
congract was $22 36. The average cost of the
prescipions reqacsted was $21.45. That
meaas that the total average cost of aprescrip-
tion under the program was $43.81.

Lroaically, the contract itself grew out of
1950 legislation sponsored by Arkansas Sea.
David Pryar to control drug prices. . -
Before the 1990 law, Asrkansas had oper-

“ ated on what's called an opca {armalary
system; that is, doctors knew which dn.xgs
would be paid for by Medicaid, which
wouldn't, and where cxceptions were pos-

sible. Notmysmhadsuhasynan.ml
most agree the Arkansas plan warked well.
The 1990 law changed the rules. It put
into effect a nationwide system in which
Medicaidcoddpay for any drug, so long s
its manufacturer agreed 1 offer rebates.
Formnolary systems such as Askansas's
were no loager allowed The so-called prior
authorization systems bocame the next best
method for keeping a lid o costs.
Asanmwhohucvcrbu:gmay:naic
drug knows, some very expensive rmedica-
toas will do the same thing as other, less
expensive ones. The trick with Medicaid is wg
be swre that doctnws prescribe the cheaper

drug.

Prior autharization requires doctors to
submit their prescripticas (or certain medi-
catioas for revicw befose they can be filled.
They can avoid the hassle by prescribing
some less expensive aliornatives.

Sdll, it was expected that ander the pro-
sram. atleast 6.000 reqocsts for prior autho-

. fization would have to be reviewed per

inonth. isuablishing such a sysiem was go-
Continued on puge 12



Zonnnued rrom page [0

ing to require addinonal staff and equup-
ment, and the Human Services Department,
which oversees the Medicaid program in
Arkansas, was uader @ hinng freeze. The
only way 0 aveid the restmcuon was to
conwract the program out.

The UAMS College of Pharmicy seemed
a logical choice for the job. and its assistant
dean. Dr. Walier J. Momson. was uiterested.

Moerrison devieed g prier approval pro-
grarn. Whitlock approved it and the con-
ract with the Colicge o Phomaacy was
rigned mn Jenuary of this yeer.
Butalarms were sounded {rom
Lhe start

An official of the Health
Cure Finsnce Admimsration
(HCFA) in Dallas, which
oversees the federal porooa
of Arikanses's Medicaid bed-
get. wroee 1o DHS Deputy
Director Keany Whitlock
warmng of problems.

Don Hearmn. chief of HCFA's
Program Opersuons Branch.
ponted omt that it ehould have
supulased that DHS recesventie
10 all equipenent purchased for
the program. He also advised
Whideck that time records
would have to be kepe for any
Collegeof Pharmacy empiovee

~woriang on the pmeram.

“"Wealsowanto sgong wge
youwcoander the cost-effec: ;o
cvenessofthiscongect"Hesm %0

wrow. “The averagecostfors  CONTROLLING COSTS: US. Sen. David Pryor
spomsored legisianon ro comerol drug prices.

presenpuon tn Arkansas 1S
about $20.

DALKEd WNER 8IS 1O SIET OVET V1S eQUIp TR
ang provide thesaguared trne reports. Whitleck
wnnounced he was removing anubioRCse—
which accoussed for 44 percent of the e
queste—{rom e requrement for prioe ap-
proval. Thea Mormson, who contanded antibi.
oucs bad w0 be meinded if the program was ©
be effecuve—cziussed (O rensw the conwact.

At the smn of August. the staff at DHS
ook over wegrogram. By then 1ts scope nad
teen grestly sedoced.

Besides satitsoncs. pnor spproval wasaiso
dropped for smosher class of drugs called
beRnudlarerants, winch are ueed 10 Teat sess.

* S,




“{n the CORTRCT A3 WTHEED., the avernge Cot
per pnor autharizauan request (based on &an
e surnawed 6.000 inquines permonth) is around
> $20... This could call into quesnon We rta-
sonableness of the contract for the necessary
and eficientadrmunisranoact the State Plan.”

Nor were those the only objecuons. When
the program went 1nto effect in February,
physiciang from around the siate shot letters
1o the DHS complaimng that the process
infringed on thewr professicaal judgment.
increased their paperwork. aad discouraged
them from dealing with Medicaid pauents.

Moreover, they quesuoned the sense of 2
program thst required review of ceftan pre-
scripuons but promused, as in the case of
antibiotics. where fume 18 critical, that all
would be filled.

As tme neared for the coatract to be
renewed. the reisuonship besween DS and
the college had become badly szained. The
swaff at DHS was insisung thatthe agency be
given utle to nearly $80.000 in computers
and other equipmest the college had bought
in starung the program. They aiso wanted
the time records HCFA said 1t required.

And Whitlock was corrung underincress.
1ng pressure from pays:icians 10 take antdi-
oncs ow of the review program.

By July. everything collapasd. Momson

Together. anubiotics and “benzos.” asthey re
called. had eccounted for 70 percent of all the
drugs revewed for pnor authonzancn. Ap-
proval had been granied for all of the satiion-
13 snd 96 pescent of the benzos.

Gradually. after DHS took dack control
of the progrem. Lhe exwacrdinary cost of ity
operaucn uader the College of Pharmacy
began to come to light.

A DHS review dated August 29 noted. fol
inswance. that in July 1992, there were 919
approved requests for dbeazodazepines. The
average cox for one of these presenptiont
was $13.34. But when the cost of reniewmng
esch request was added.-the total cost 10
Medcaidwofilling the prescnption was $35.70

DHS peid the College of Pharmacy just
under $113.000 per month from February
trough July toadrmanister the prograsn. Half
of that was 10 be paid wun federnl funds
wrough HCFA. But HCFA noufied DHS
1ast week that it won't pay

Arkansas's Medicaid drug program.
which 15 alseady over budget. now must pay
for all of the UAMS contract. And since the
Coliege of Pharmazy says 1t15n trequired 10
turm 1ts computers over the DHS. the state
agency aces the prospect of buving another
set of compueers 10 keep up with 1S burgeon.
ng costs. pet



L_Background

in May 1877 plaintitf Kalima Jenkins (and others) filed a federal iawsult against Missouri,
Kansas, and suburban schoo! districts alleging discrimination against black studants. Kansas
and the suburban districts were later dismissed as plaintitie. In September 1984 US District
Judgs Russeil G. Clark found the Kansas City School District and the State of Missouri to be
constitutional violators and crdered the first phase of the remedy in June 1885. The plan
Included education improvements such as full day kindergarten, better libraries, reduced class
8ize, summer school and a modest capital improvements plan. In November 1086 and
September 1987, Judge Clark ordered the most ambitious magnet program In history and
expanded the capltal improvements plan to over $300 million. The plan converted all the high
schools and middle schools and one-half the elementary schools to magnst schools. Themes
such as Classical Greek Academy, Forelgn Language Experience, and Computers Unlimited
proposed by the School District were adopted by the Court. The Court made the State and the
local school board jointly and severally liable for nearly all of the costs and apportioned liability
50/50 for capital improvements and 75% state/25% school district for program ¢osts, with some
exceptions.

The September 1987 order was so extravagant that Judge Clark ordered & doubling of
the property tax levy to $4.00 per $100 of assessed valuation and imposed a 25 percent
surcharge on state income taxes in Kansas Clty. The state and others appealed the judicial
imposition of taxes. (n August 1988 the 8th Circut Court of Appeals overturned the income tax
surcharge, but aliowed Judge Clark to set aside state laws restricting the school board's ability to
raise property taxes. The state was required to refund the income tax surcharge proceeds even
though the school district spent the funds.

In Jenkins v. Missourithe US Supreme Count essentially upheld the 8th Circult's ruling.
There were four justices on the court (Kennedy, Rehnquist, O'Connor, and Scalia) willing to ge
further and assert that only the "gold-plated" remedy required the judicial Impostition of taxes,
there was no finding that this Is the only remedy that will work, and that there is "no doubt that
taxation is not a judicial function."

Since that time, the state has been subject to rapid shifts in judicial rulings in this case,
especially from the 8th Circult Court of Appeals. Unfortunately, the court's orders neither
recognize nor accommodate the state's budget cycle, For example, on first appeal, the 8th
Cireutt reversed Judge Clark's apportionment of 75 parcent of the costs of desegregation
programs to the state and remanded to Judge Clark with instructions to divide the costs 50/50 ag
Is done inthe St. Louis desegregation case. Later, a three judge panel of the 8th Circuit
changed back to 75 percent. The 8th Circult aiso imposed a cap of §148 million on the state's
capital improvements liabllity through Fiscal Year 1982. Whan the state relied on this case law

for budgeting purposss, the courts created a mid-year budget crisis in September 1991 by lifting
the cap.

Il._Expendityres

As of June 30, 1992 the state has spent $632 million on desegregation programs and
capital improvements in the Kansas City School District. This does not include the $7.5 million
paid to plaintitfs’ attorneys. Adding In this year's spending brings the total to $660 million. This

PRESERVATION

BUSH LIBRARY PHOTOCOPY -



amounts to a 52 percent average annual increase In spending, by far and away the most rapidly
growing state program (see accompanying graph). For both the St. Louis and Kansas City
cases, the state of Missouri spent $1.5 billion as of June 30, 1892, far more than any other state
according to Judge Heaney of the 8th Circult. It is estimated that state spending for both casas
in FY 1993 will approach or exceed $400 million.

A primary reason for the expense is the school district' taste for excessive capital
improvements and magnet themes. Central High School cost $32 million and includes a
Classical Gresk theme which has failed to attract even close to its target enrcliment. The
district's schools now include planetariums, dance studios, Olymple-size indoor pools, farms and
other frills.

lil, Concarns

In addition to the mammoth costs, a primary concem for taxpayers in Missouri is the lack
of results for the money spent. The court's monitoring committee found:

“Unfortunately, the magnet programs, effective schools, . . . along with & 20 percent
increase in staff salaries, have not produced the results hoped for at this time. Achlevement
soores have not advanced district-wide as one would hope, given the resources available.”

Even more frustrating is the count's attitude of spending first, and asking questions later.
The 8th Circutt refused to give guidance In this case as to what would constitute unitary status,
stating that it is too “complex" and they would prefer to walt after tha programe have been
Implemented before addressing this issue. The district court does have a goal of achieving 40
percent white enroliment, but littie or no progress has been made. Equally distressing is the
inability of the school district to report implementation results of the plan. The district cannot
produce a definitive answer to the question of how many suburban and private school whites
have been attracted 1o the district's schools. This is one of the primary objectives of the plan and
the justification for goid-plating the district's schools.

The montitoring committee found that "It must be candidly reported to the Court that atter
8ix years of effort and massive expenditure of resources the KCMSD had made only minimal
progress toward the desegregative objectives of the Court. The committes attributes these
shontcomings both to serious incompetence in the administration in the KCMSD and also to less
than full commitment to the desagregation goals by . . . personnel in the KCMSD."

The state is also forced to pay under court order $8 million annually of the district's
oparating budget which the court has found to be not part of the desegragation budget for the
"base" operating costs of certain magnet schools.

The district's administration has been characterized by mismanagement and waste,
Again the monitoring committes found: "The attitude has been prevalant that money is no object

and the Court will provide all that is necessary, and no one will take any punitive actions if we are
sioppy in our work habits.”

Because the.court has created a financial incentive system which rewards continued
delay and failure with more and continued money and where 100 percent of additional costs are
paid by "someone elss" (i.e,, the stats), there is little hops that the victims of the constitutional
violation will see final removal of the vestiges of segregation anytime soon. In fact, the school
district has recently proposed a ten-year expansion and renewal of the long range magnet plan
that would convent all remaining schools to magnets and cost at least another $500 million.

PRESERVATION
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Summary

Since state payments began ssven years ago in the Kansas City, Missouri
school desegregation case, over $1 billion has been spent implementing the remedy
imposed by the federal courts. The state of Missouri has contributed under court order
$660 million to date. The massive, unprecedented remedy containg educational "frilis" |
such as Olympic size pools, dance studios, a 25-acre farm, a 2000-square foot|
planetarium, a model United Nations wired for language translation, a $32 million high |
school (Central), a fencing instructor with a Russian translator, and a log cabin. The|
capital improvements plan alone will cost well over $500 million for less than 90|
schools.

The remedy's cost was so excessive that the federal district court overseeing
the case imposed & doubling of local property taxes by judicial fiat and created & new
Income tax surcharge (25% of state tax liability) on residents and workers in the school
district. In April 1990, the US Supreme Court ruled unanimously (Missouri v. Jenkins)
that the income tax surcharge order exceeded the lowser court's authority and that the |
federal court couid not unilaterally order property tax hikes. Four justices found that
there was no showing that this massive remedy was the only way to achieve |
desegregation. Howevar, a majority of the court (5-4) determined that the district court
had the authority to set aside state laws that restricted the local school board's ability to
raise taxes to pay its share.

The federal district court has found the Kansas City Migsourl School District and
the State of Missouri are "jointly and severally liable" for the costs of the remedy. Since
the Jenkins decision, the Kansas City school board has been unwilling to raise property|
taxes to pay for its unfunded share of the remedy, except for a massive pay raise for §
district teachers, staff and administrators. Therefors, state taxpayers will foot the blll for|
over $100 miilion of Kansas City's share of this remedy.

The tragedy Is that the court's own Monitoring Committee found that little |
progress has been made towards desegregation. They blame the schoo! district's|
incompetence and lack of commitment for the plan's failure. The fact is that the Kansas
City school desegregation case is & classic sxample of the waste and poor decision
making that occurs when spending "other people's money."

The school district has responded by requesting & ten-year extension of the
long-range magnet plan estimated to cost well over one-half billion doliars. No one
knows when this case will end. Plaintiff's attorney has said somewhere between 5 and|
S0 years. The 8th circuit refused to establish clear standards for determining unitary |
status in the district because it was t0o "complex”, instead charting a course where the
courts would spend over a billion dollars of the taxpayers' money and then see if
anything was accomplished. |
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I checked with the Department of Education on the Parents as
Teachers program. The Even Start grants, which it would have been
funded under, do go to various parts of Missouri but none to
Kansas City. Up until this year, the grants had been administered
and awarded by the Department on a competitive basis. Every state
was required to receive some money. In addition, the money in
each state had to be distributed to both urban and rural areas.
This year the money goes to the states as a part of formula
grants and they make the selection. I suspect the program will be
funded now. The program officer I spoke to said Parents as
Teachers was a very popular program and was frequently used in
seminars by the Department as an example of what could be done
with Even Start grant money. He was surprised that it had not
been funded and had no idea why it hadn't.

Dave:

Apparently, Senator Bond has tried for a couple of years to get
the Administration's support for federal legislation for a
specifically authorized Parents as Teachers program in every
state. The Administration has not endorsed it and has suggested
that it is a matter best left to the states to initiate.

Bill B.
call me at home if you need to: 703-538-6316
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EXECUTIVE OFFICE
STATE OF MISSOURI

JOMHN ASHCROFT PO s’_:D>'< 720 .
GOVERANOR M E M 0 R AN D UM SEFFERSON CITY. MO 63103

August 30, 1992

10: L/ﬁgzg/duday, Vice President's Office

Bobbi Schleibaum, Vice President‘'s 0ffice
Chris Dolin, Vice Pregident's Office -- Westin Crown Center

=

()

FROM: Karen Gallagher E
Director of Policy Development =

g Ll

RE: Vice President Quayle's Kansas City Trip ég
S =

Enclosed please find information we have developed for your >L
consideration for the Vice President's Parents as Teachers event in 2
Kansas City. S
| )

The Parents as Teachers Program a
‘ >

The Parents as Teachers (PAT) program is a home-school partnership &
designed to give children the best possible start in 1ife. PAT is based &
the philosophy that parents are their children's first and most =
rmortant teachers. -
w

)

(an]

Because children in their earliest years learn more and at a much
faster pace than at anyv other time in their lives, PAT helps parents
acquire the skills to help make the most of these crucial early-learning
vears. The program covers child development from birth to age three and
suggests parent activities which encourage language and intellectual
growth, curiosity, and social skiils. '

Parents as Teachers works with parents in the following ways:

Home Visits: PAT-certified parent educators, trained in child
development and home visiting, come to each family's home every month to
3ix weeks. The educators help parents undercstand eacn stage of their
child's development and offer practical tips on ways to encourage
learning. Parents discover that simple, evervday activities -- feeding
time, a game of peek-a-boo, or a trip to the grocery store -- all are
opportunities to develop their child's basic skills. The home visit 1s
tailored specifically to each family's interests and situation.
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Group Meetings: Here, parents find out they're not alone. Programs
schedule times for parents to get together, gain new insights, and share
their experiences, common concerns, and Successes.

Screenings: PAT offers periodic screening of overall development,
language, hearing, and vision. The goal is to provide early detection of
potential problems to prevent difficulties later in school.

- Referral Network: PAT helps families link with special services, if
needed, that are beyond the scope of the PAT program itself.

Experience and research confirm that PAT can produce confident,
competent parents and happy, well-rounded, academically able children.
Three independent evaluations have shown that children who participate in
PAT are significantly advanced over their peers in language, social
development, problem-solving, and other intellectua) abilities. PAT
children who have "graduated" from the program and are now in schoo)
scored significantly higher on standardized measures of reading and math
achievement in first grade. A significantly higher proportion of PAT
parents initiated contacts with teachers and took an active role in their
child's schooling.

The program was piloted in 1981 in four Missouri school districts.
Convinced of its benefits and cost-effectiveness, the program was
expanded to all 540 school districts in the state in 198% after much
prodding by then-Governor (now U.S. Senator) Christopher Bond. Governor
John Ashcroft has presided over its expansion and statewide
implementation. In 1987, worldwide interest in the program led to the
establishment of the Parents as Teachers National Center in St. Louis.
The Center trains the 1,500 Missouri parent educators and other from
across the country and around the world. The National Center Executive
Director is the founder of the program, Mildred Winter. The program has
been implemented in 36 other states and five foreign countries.

The Missouri PAT program serves over 30,000 families a vear. The
program is free, voluntary, and open to any family with children from
birth to age three. Whenever possible, parent educators (who are
employees of local school districts) make their first home visit during
an expectant mother's third trimester. The program puts special effort
in reaching out to families with children who might be at risk of
underachievement in school. State funds of $13 million support payments
to local school districts for the PAT program.

Special adaptations of the program have been developed for
disadvantaged families, teen parents, Native Americans, families with
special needs children, low-literate families, military families, and
those making the transition from homelessness, as well as for the
workplace and for child care centers.

The program boasts many awards, including the 1987 Innovations in
State and Local Government Awards (sponsored by the Ford Foundation and
the Kennedy School of Government at Harvard) and the 1989 Innovations
Award from the Council of State Governmente. It has been featured in the
national press on numerous occasions.

F.o2
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Michelle Lapointe
25 East 54th Terrace
Kansas City, MO
816/444-9910 (H)

Eric , age (b)(G)
Alexandra, age ®®@

Two years ago following a family vacation, Michelle Lapointe and her
children watched as her husband died unexpectediy of a heart attack. The
first person she called regarding how to deal with her children in the
wake of the tragedy was her parent educator. The parent educator
(Rhodanne Schiller) showed up immediately with resource materials and
continued to call and come by to help coach Mrs. Lapointe through the
ordeal. They talked about everything from how to approach the problem of
talking to both a three- and a one-year-old to whether the children
should go to the funeral. The parent educator has helped the family
through the grieving process for the past two years. Mrs. Lapointe
really appreciates the support the PAT program has provided on the normal
development of her children.

Mrs. Lapointe 1sqggaand a fundraising and development expert for
nonprofit organizations in the Kansas City area. She has been doing
market research for 15 years. For four years, she chaired the Ronald
McDonald House committee. Her success in that project led to her current
career.

She is in favor of school choice, particularly because of her
experience with the Kansas City School District's magnet school program.
She has investigated a number of public and private schools and has
chosen Swinney Elementary School for Eric and, eventually, Alexandra.

She "wasn't very appreciative" of the Vice President's remarks on
Murphy Brown. She said she was a Murphy Brown fan and didn't think the
"choice was an offensive one." She thinks “personal and bodily choices
need to be left out of government." She was pleased to learn that Mr.
Quayle didn't say that her family was not “a family."

She hasn't made a decision on who to support for President. She
thinks the President has done very well on foreign policy. His “values
are unquestionable" and she really likes him on that level, she says.

Asked what she would like to say to the Vice President if she had
the opportunity, she talked extensively about the Parents as Teachers
program. She says she'd love to talk to him privately about the Murphy
Brown comments and issues, but understands this is not the time or
place. She doesn't feel she needs to bring that up here.

TOTAL P.G2
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Families Recommended to Host the Vice President

First Choice Family: Jim and Angela Lankford
5506 Holmes
Kansas City, MO

816/363-0396
® O
Son: Wesley, almost  years old

Jim Lankford is an artist for Hailmark Cards. H1s group works on
the Hallmark plates, cups, and napkins line. Angela Lankford is an
audiologist who is staying at home while thev have children.

The Lankford's consider themselves conservative and religious. They
attend Sherwood Bible Church. They meet regularly with a aroup of three
or four couples to "hold themselves accountable for their marriages" and
in their childrearing. The group currently has undertaken a 19-week
Bible study on attitude and character deveiopment in children. This
activity i1s a strong supplement to their oart1c1oat1on n the Parents as
Teachers program.

The lankford's see Parents as Teachers as a very nractical orogranm
that heips them as first-time parents. They say it helps them to know
that their son is developing as he should be. It has helped them to
identify areas where their son is progressing as he should (such as in
language development, identifying colors, and learning to count}), and to
know that they need to focus on development in a particular area
(hand-eye coordination). They see Parents as Teachers as a benavioral
component. and their other group as focused more on the religious, moral
underpinnings of their parenting. Because they participate in this other
group, they don't attend many of the PAT monthiy group meetings.

The Lankford's own their home and live in a mixed neighborhood of
black and white families. They like it there very much.

They either will send their son to a public¢ school or provide a home
schoo! for him. They say they couldn't afford a private schooi. They
like the Precident's cchool choice proposal and support fer vouchers,

They admire Vice President Quayle and President Bush. Mr. Lankford
says he was very impressed with the Vice President’s convention speech
and particularly likes the Vice President because ne "sticks to his guns.”

He is a little bit concerned about having the media 1nvoived in an
event in his home because he doesn't like the way the way they twist the
facts sometimes when it comes to conservatives. He wouldn't want the
visit used against the Vice Fresident in any way.

.03
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Second Choice Family: Tom and Cheryl Nelson
3600 Bell
Kansas City, MO

Three children

Tom and Cheryl Nelson both work for Hallmark. Mr. Nelson is an
artist and Mrs. Nelson works part-time as a space planner and designer
for the corporation.

Mrs,'Nelsdn is very outgoing and social but Mr. Nelson is more
reserved. They attend church in the area and are very involved parents.

The mother is very involved in the Parents as Teachers program. She
has attended PAT "Lunch and Learn" sessions held at Hallmark and she
regularly attends monthly PAT group meetings. She calls her parent
educator from time to time to ask advice on particular issues or for
ideas about such things as fun vacations for young children.

They own a large, older home that they are fixing up one room at a
time. The father 1s very adept at home renovation and repair.

NOITE: 1 have not contacted this fémi]y directly.
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Contacts for Vice President's Parents as Teachers fvent

Karen Gallagher

Directer of Policy Development
Governor's Office

314/893-8498 Home

314/751-28¢9 Office
314/751-1495 Fax

Tom Krewson

Administrative Assistant
Governor's Kansas City Office
816/444-7502 Weekend
£16,/889-3186 Office
816/889-3177 Fax

Pat Tennison.
PAT Coordinator for the

Kansas City, Missouri, School District

816/361-4925 Home
B16/871-6276 Office

F.8as
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AYA

LANDMARK

Legal Foundation

Formerly Gulf & Great Plains Legal Foundation, established 1976

Mark J. Bredemeier MEMORANDUM
General Counsel
TO: Vice President Dan Quayle
Dave Juday, Assistant to the Vice President
FROM: Mark Bredemeier W76/
DATE: September 1, 1992
RE: Kansas City, Missouri School Desegregation

In accordance with Bill Burrows’ request, I have dictated the following points to
refresh your recollection regarding the unique goings-on in the Kansas City, Missouri
educational scene over the past several years:

Litigation Background

1.

In September of 1987, U.S. District Court Judge Russell G. Clark levied a
$1.95 increase in Kansas City school property taxes (raising the levy from $2.05
to $4.00) and imposed a 25% income tax surcharge on all income earned
within the Kansas City, Missouri School District ("KCMSD" or the "district").
These levies were to pay for massive court-ordered capital improvements,
magnet schools and desegregation expenses. Landmark Legal Foundation
entered the litigation on behalf of Kansas City taxpayers to challenge the
Article III authority of the federal judiciary to "lay and collect taxes."

In August of 1988, the U.S. Court of Appeals for the Eighth Circuit filed its
decision reversing the court-ordered income taxes but affirming the judicial
property tax levy with a slight modification that would require fufure tax
increases to be levied directlv by the Kansas City School Board (with District
Court approval but still without a vote of the people). This was to be in lieu
of a direct levy by the District Court. The State of Missouri and Landmark
contended that this modificasion drew "a distinction without a difference.” In
any event, approximately $31 million in surcharge receipts was refunded to
taxpayers. The modified judicial property tax levy went to the U.S. Supreme
Court.

In the summer of 1989, black families and community groups (again
represented by Landmark) moved for a modification of the court-ordered

Headquarters: 1006 Grand Avenue * 15th Floor + Kansas City, Missouri 64106 * (816) 474-6600
Washington, D.C. Office: 216 G. Street, N.E. + Washington, D.C. 20002 -+ (202) 546-6045



Long Range Magnet Plan’s 60% (minority) - 40% (non-minority/white) racial
quotas governing new magnet school admissions. Because the KCMSD’s
desegregation program was not recruiting substantial numbers of white
students from Kansas City private schools and Missouri suburban schools, the
unintended effect of the quotas was to keep black students from attending the
new neighborhood magnet schools being constructed for them with the court-
ordered taxes. Parents were outraged that, because of the quotas, their kids
had to be bussed to other parts of the city to attend school while newly-
constructed local magnets operated with empty seats.

In February of 1990, the District Court approved a "contingency" magnet
school admissions plan which "relaxed" the quotas for the upcoming 1990-91
school year. This contingency plan has been re-approved and continues in
effect to the present time. While some schools have made marginal
improvements toward the 60%-40% balance, most schools continue to lag far
behind. Significantly, the district’s overall racial balance remains nearly 75%
(minority, predominately black) - 25% (white), which is almost the exact racial
balance which existed in 1985-86 when the major components of the
desegregation plan were first implemented.

In April of 1990, the U.S. Supreme Court entered its decision reversing the
District Court’s direct judicial property tax levy but affirming the Eighth
Circuit’s modified judicial tax scheme (allowing the School Board to raise taxes
without a vote of the people). Tﬂe case was remanded to the lower courts to
determine the question of refunds and an additional $10 million has been
refunded to taxpayers.

In July of 1990, the Kansas City School Board raised the KCMSD property tax
levy $.96 (to $4.96) with Judge Clark’s approval and ostensibly in accordance
with the modified scheme approved by the Court of Appeals and the Supreme
Court. Taxpayers appealed this levy increase as contrary to the intent of the
Supreme Court’s decision.

During this general time period, the District Court and the Court of Appeals
considered and rejected legal efforts to institute a voucher program as a
component of this school desegregation plan. Landmark did nor represent
these plaintiffs.

Current Issues

8.

The judicial taxation controversy has subsided somewhat in recent years,
although Landmark has filed two certiorari petitions with the U.S. Supreme
Court concerning (a) additional property tax refunds for the 1987 and 1988
direct judicial levies and (b) the legality of the 1990 $.96 School Board levy.



10.

11.

The magnet school quota controversy likewise has subsided to some extent as
a result of the relaxation of the racial guidelines. The most heated battles
involving the magnet schools today concern the district’s efforts to "magnetize"
all elementary schools (and, therefore, the entire district). Another point of
community debate has revolved around magnet curriculum decisions such as
if and where multicultural or African-American studies should be
implemented.

Today’s biggest controversy in the Kansas City schools concerns the quality of
education actually being delivered to the consumers -- Le., the students,
parents and taxpayers. Significant waste and inefficiency continue to plague
school district administration. Recent news reports on test scores indicate
stagnation at most grade levels and even performance slippage at other levels,
particularly in the middle and high schools. Dropout rates remain high.
Violence persists. Defenders of the district and desegregation plan claim that
the remedy needs more time to prove its effectiveness. Yet, after years of
judicial activism, court-ordered taxation, near total magnetization of district
schools, racial "guidelines,”" the largest court-ordered capital improvements
program in the United States, and nearly $1 billion in court-ordered taxpayer
expenditures (most of which coming from the State Treasury), parents,
taxpayers and community leaders are asking: What do we have to show for all
this?

The final analysis: Court-ordered taxes and quotas, micromanagement of local
school issues by "experts" and bureaucrats, "whistles and bells" facilities, and
more money -- even lots more money -- does not necessarily improve the
quality of public education. (But then you already knew that.)



OFFICE OF THE VICE PRESIDENT

WASHINGTON
October 1, 1992

ADDRESS TO THE MISSOURI BAR/MISSOURI JUDICIAL CONFERENCE
1992 ANNUAL MEETING

~ DATE: October 2, 1992
LOCATION: University Plaza Holiday Inn
and Convention Center
Springfield, Missouri
TIME: 10:15 a.m.
FROM: John L. Howar%?

I. PURPOSE

To address approximately 1000 lawyers/spouses attending the
Missouri Bar/Missouri Judicial Conference 1992 Annual Meeting.
The prepared remarks explain the Civil Justice Reform initiatives
and discuss the Administration's approach to judicial selection.

II. BACKGROUND

This Bar Association gathering presents an excellent
opportunity to further articulate the need for legal reform. The
Missouri Bar is "curious" about the Administration's "assault" on
the legal profession and likely to be somewhat hostile.
Nevertheless, the group is generally more conservative and is
likely to be supportive of our reforms if we: (1) explain the
underlying need for reform, and (2):appeal to their sense of
professional responsibility. Of course, some antagonism from the
plaintiff's trial bar is almost certain.

In June you visited the "Summer Jobs for St. Louis Youth"
Program sponsored by the Mathews-Dickey Boys' Club and the Bar
Association of Metropolitan St. Louis. That program provided
summer jobs at law firms to 52 inner-city high school students
who had participated in a Mock Trial program run by the St. Louis
Bar. The Bar Association holds this program out as a model of
pro bono activity.

Civil Justice Reform Accomplishments

Since your speech to the ABA last August, we have:

- implemented an Executive Order on Civil Justice Reform;
- introduced the Access to Justice Act in Congress
(it now has 10 Senate co-sponsors) ;
- testified before the Supreme Court's Rules Committee; and
- distributed Model State Statutes to all 50 states.



In addition to numerous speeches and interviews, you have:

- conducted 20 Civil Justice Reform roundtables and
- wvisited ten state capitals.

Missouri Reform Efforts

In 1987, the Missouri legislature passed a comprehensive
liability reform package, and the tort reform coalition has been
successful in defending its ground. This year the Governor
vetoed a bill restricting sovereign immunity and lifting damage
caps in suits against government. Although members of the
American Legislative Exchange Council (ALEC) have expressed
interest in our Model State Amendments, our proposals have not
yet been introduced in Missouri.

Missouri Law

Missouri allows a bifurcated trial for punitive damages,
with 50% of the punitive damage award going to the state to
remunerate "uncompensated victims." This measure reportedly has
encouraged settlements as few lawyers wish to share the fruits of
their efforts. Also, multiple punitive damage awards are
generally prohibited.

Joint and several liability is limited, but only when the
plaintiff is assessed a portion of the fault. Reduction of
compensatory awards by collateral sources is permitted.

III. PARTICIPANTS

The Vice President
Ortrie Smith, President, Missouri Bar Association
John Black, President-Elect, Missouri Bar Association

IV. EVENT OUTLINE

10:15 a.m. The Vice President begins VIP photo
opportunity and receiving line.

10:25 a.m. The Vice President concludes receiving line.

10:30 a.m. Ortrie Smith introduces the Vice President.

10:35 a.m. The Vice President begins remarks.

10:50 a.m. The Vice President concludes remarks.

11:00 a.m. The Vice President departs.

V. PRESS PLAN

Closed press during photo opportunity
Open press during speech



VI. ATTACHMENTS

Speech (prepared by John McConnell)

Civil Justice Reform Talking Points

Civil Justice Reform Status Report

Questions and Answers

List of Participants for Receiving Line

Biography of Ortrie Smith, President, Missouri Bar
Biography of John Black, President-Elect, Missouri Bar

VII. FOLLOW-UP ACTION

Thank You Notes
Mail Photographs



CIVIL JUSTICE REFORM
Talking Points

- "Overuse of the system has become a self-inflicted
competitive disadvantage."

- "I've met with thousands who use the legal system. Not
one has told me that it is too quick or inexpensive."

The Agenda for Civil Justice Reform in America presents 50
recommendations to help reduce costs and delay in litigation:

Multi-Door Courthouse - give people the choice to elect
effective alternatives to court adjudication.

Discovery - discourage abuse by requiring careful, cost-
effective discovery planning.

Expert Evidence - eliminate "junk science" by requiring
expert testimony to be based on widely accepted theories.

Fairness Rule for Attorney's Fees - an experiment to make
winners whole by requiring losers to pay attorneys' fees.

Punitive Damages - restore rationality by requiring clear
proof of wrongdoing and placing limits on punitive damages.

We have moved to implement reforms at all levels:

Executive Order 12778 - President Bush has required federal
litigators to apply the reforms in their cases.

Access to Justice Act of 1992 - The President forwarded
civil justice reform legislation to Congress in February.

Federal Rules Proposals - We are working with the courts to
streamline Rules of Procedure and Evidence.

Model State Amendments - Provides reforms to the states.
In addition to addressing the ABA twice, the Vice President has:

visited 18 states to discuss civil justice reform

conducted 20 civil justice reform roundtables

20 states - introduced a form of the Model State Amendments

distributed over 25,000 Agenda and 8,000 state packages

Horror Stories

number of lawyers has more than doubled over last 20 years
(355,000 in 1970 -- 777,000 in 1991)

47% of manufacturers have withdrawn products due to lawsuits

- Little League insurance rates up over 1000% in last 5 years

- Father sued school when son spills cafeteria food.

- inmate awarded $304,000 for not getting a blanket and delayed
medical care.

- $52 million U.S. verdict would have been $2 million in France
(car accident)




CIVIL JUSTICE REFORM
Implementation Update
October 1, 1992

The Administration has moved to implement reform at all levels:
Executive Branch action, Federal legislation, Federal rules
changes, and model state packages.

Executive Order 12778

The

Administration has applied most of the CJR reforms to itself.

President Bush signed the Executive Order October 23, 1991.
EO became effective on January 21, 1992.

The Department of Justice is now conducting a six-month
review to assess effectiveness and suggest improvements.

Access to Justice Act of 1992

The

Administration is working with Congress to enact legislation.

Access to Justice Act of 1992 transmitted February 4, 1992.
Grassley and Fish introduced the bill.

Bill is currently pending with 10 Senate co-sponsors.

The plaintiffs' bar has mounted major opposition.

Federal Rules Proposals

We are working with the courts to amend litigation rules.

Proposed amendments to the Federal Rules of Civil Procedure,
Evidence and Appellate Procedure were presented to the
Advisory Committee on the Civil Rules on February 19.
Committee endorsed many of the CJR proposals and forwarded
its recommendations to the Standing Rules Committee.

The Standing Committee also endorsed many of our proposals,
particularly those relating to discovery.

The process is still lengthy -- the proposals now go to the
Judicial Conference of the United States in September, then
to the Supreme Court, and finally, to Congress.

Model State Amendments and Punitive Damages Act

The

Administration is working to bring CJR to the States.

Model State Amendments and Model State Punitive Damages Act
published in February 1992.

The Model Acts reflect the same proposals for the states
that are underway on a federal level.

All Governors, State Attorneys General, and State
Legislators have received the model amendments.

The Vice President has visited 20 states to help gain
support for the CJR proposals.

20 states have introduced some of our CJR proposals (mostly
the Model Punitive Damages Act, English Rule and/or
Alternative Dispute Resolution proposals).



GENERAL QUESTIONS AND ANSWERS
Why are you "lawyer bashing"?

o Was Dean Pound a lawyer-basher when he said the system
needed reform?

o I didn't lawyer bash

o I told people the truth - that the legal system takes too
long and is too costly

o I honestly believe that lawyers will be part of the solution

What is the true cost of the civil justice system?
$300 billion?

a red herring --
o Ultimately, total cost is irrelevant. The Question is: Can
we do better?
Does anyone really think that the system can't be improved?
we've asked several people what the system really costs
one estimate is $80 billion in direct costs and $300 billion
in indirect costs
o difficult to calculate cost of time and lost opportunities
o reported figures have the costs somewhere between what
America spends on cars and on food
o four out of ten companies say that the product liability
system has had a major impact on their direct costs

00O

What about 70% of the world's lawyers?

another red herring --

o Everyone is now trying to count the number of scribes in
Japan rather than fix problems here at home.

o Fact: number of lawyers increased over 100% since 1970
while population increased 20% *

Where did you get your data/support?

o the Justice and Commerce did much of the work

the Solicitor General spearheaded the project

o data sources included: National Center for State Courts,
State Justice Institute, Administrative Office of the U.S.
Courts, business groups, press, etc.

o

Isn't legal reform only for big business?

o reforms will reduce cost and delay for all civil litigants;
to the extent we succeed, that makes it easier for everyone
to have his day in court

o Fairness Rule will make losing corporations pay.



You say that our system of justice needs change, but we -- the

only

superpower in the world -- have done well with the current

system in place since the founding of our country

o we all cherish our legal heritage, reforms only attempt to
improve the existing system, not make wholesale changes
o as our society grows increasingly complex and the world
community draws closer, our civil judicial system needs to
adapt
What about the ABA reaction? - Weren't you asking for a hostile
reception?
o the ABA represents many of America's lawyers
o most lawyers acknowledge there is a problem, and I heard
from many of them both in Atlanta, and afterwards
o some disagreement is always expected
o I think that when the ABA actually reads the report, they
will be of assistance
Why hasn't the Administration filled its judicial vacancies?
o Congress is sitting on the nominations
o life tenure - requires careful consideration
What are you saying about the professional prospects for lawyers?
o the law is a noble profession
o don't forget professional obligations to client and to the
legal system
o legal training should be used to resolve, not prolong,
~ disputes
o there will always be a need for competent, hardworking, and

client-oriented counsel

Isn't civil justice reform only so much talk until we get control

over

o

o

the federal and state criminal docket?

the federal civil cases still represent a significant
portion of any court's workload

the cost and delay in civil litigation has a tremendous
ripple effect on our competitiveness which cannot be ignored
of the 98,464,561 state court filings in 1989, civil

filings exceeded criminal filings by 5%, and this doesn't
include traffic cases

during 1991 criminal filings in the U.S. district courts
declined for the first time sine 1980, falling 4%



o

Are market incentives appropriate in the legal process?

o people respond to market incentives
o market discipline works in regulation, and will work here

What do outside experts think about these reforms?

o we consulted many experts in preparing the reforms

most think that the package is solid and workable

more importantly, I've heard from the actual consumers of
legal services, and they are saying "this is needed, this
will help"

o our mail from the general public is 100 to 1 in favor

o our mail from lawyers is 4 to 1 in favor

o
o

Aren't you overstating the punitive damages problem?

o the number of million-dollar jury awards is rising again;
according to Jury Verdict Research, million dollar awards
peaked in 1985 at 590, then dropped to 410 in the following
year and stayed at about that level in 1987; in 1988 the
numbers started to climb again and by 1989 (the last year of

Pt complete data), million-dollar awards had surged 22.4% to
588



ADR - QUESTIONS AND ANSWERS

Would ADR really increase access to the justice?

o ADR provides quicker and cheaper decisions
0 people have more choice for resolving disputes

Isn't ADR really just another bureaucratic layer standing between
litigants and a judge?

o proposals only require parties to consider ADR -

actual use of ADR is purely voluntary
o encourages parties to evaluate their cases

Is the Government willing to use ADR?

o Yes -- the new Executive Order requires it



DISCOVERY REFORM - QUESTIONS AND ANSWERS

What is the status of your proposed discovery reforms?

o Draft rules have been presented to the Rules Committee

o Our proposals have been accepted in concept, especially
disclosure and other limits on discovery.

o E.O. places limits on discovery requests and requires
federal litigators to seek disclosure agreement.

Is it "fair" to limit discovery?

o 80% of cost and time in a lawsuit is discovery
o discovery is often used as a "weapon" not to find facts
o the proposals allow for sufficient "free" discovery

Why are you making people pay for discovery?

o provides incentives for thorough case evaluation
o discourages discovery as a weapon
o provision can be waived by court for "good cause"

How did you determine discovery limits?

o many federal judges already set limits on interrogatories
o specific numerical limits are already under consideration
by the Advisory Committee on Federal Rules

How will your disclosure solve discovery problems?

o provides basic information needed to plan the case

o eliminates unnecessary filings and delay

o 1less costly and intrusive than Rule Committee approach
(proposed Federal Rules = open file cabinets)

Do your proposals different from the Rules Committee's?

o We both agree that discovery is a problem

We use market incentives and self regulation

o Advisory Committee suggests disclosure of more information
identity of persons likely to have information
description of documents
expert witnesses
(critics claim that the document provision is to vague and
would result in unnecessary, and costly, compliance)

o We will be working with the Rule Committee

o

Why is discovery needed at all?

o proper discovery should result in prompt resolution and
shorter trials

o there is some benefit in "trial by truth" but it would
require more trials, and the system is already overloaded

o some discovery is needed for parties to assess their cases



EXPERT EVIDENCE - QUESTIONS AND ANSWERS

What is the status of your expert evidence proposals?

The proposals have been presented to the Rules Committee
The Committee recommends further study
o E.O. prohibits federal litigators from using "Junk Science"

(oo}

What do you mean by "widely accepted" theories?

o we would eliminate "junk science" that has no foundation
0 a consensus is not required, only corroboration in the
scientific community

Doesn't "widely accepted" necessarily mean "more than 50% of the
experts?

o No - it means at least a significant minority of experts in
the relevant field

Won't this limit "good" cases?

o we aim at the "expert for hire" who changes opinions for the
highest bidder

o 1if there is substantial scientific support, the expert can
still testify

Aren't you really saying that you don't trust the jury to weigh
the testimony?

o No - not all testimony is admissible, that is why there
are rules of evidence

o Most witnesses must testify to facts

Experts are special: they get to offer opinions

Some testimony does not reach the level where it should

be allowed as an opinion

o Junk Science wastes judicial resources and increases costs

(o}
(o}



FAIRNESS RULE - QUESTIONS AND ANSWERS

Won't this limit access to the courts?

o opens courthouse doors by encouraging good cases

makes the winner "whole"

o plaintiffs must choose to use the English Rule by bringing
their cases under federal court diversity jurisdiction

o if plaintiffs don't want the English Rule, they can go to
state court

o provides plaintiffs with an additional way to finance suit

will chill some marginal claims and all frivolous suits

o all frivolous suits should be chilled

o}

o]

Isn't the Fairness Rule unfair?

o "loser pays" is similar to equitable "make whole" remedies

the prevailing party is restored to his original position

o the Fairness Rule will deter frivolous lawsuits, but because
it pays attorneys fees, it provides an incentive for
plaintiffs to pursue meritorious claims

o we limit the amount the loser pays

o

(Critics almost always assume that the plaintiff is an indigent
victim who will lose the lawsuit. Ask them if the rule is unfair
when the indigent victim wins.)

What about contingency fee arrangements?
o Fairness Rule would still apply
o The party, not lawyer, is responsible for paying winner
o Contingency fee lawyer would have to keep time records

Why is it only a test?

o the proposal is a major change to the legal system
o should make incremental changes

How do you tell who is the "winner"?
o Usually not hard
o court currently decide prevailing parties in over 100

statutes that award fees against the government

Won't defendants with good cases remove to the federal court and
put undue pressure on the federal caseload?

o defendant cannot trigger Fairness Rule through removal -
only plaintiffs have power to elect the rule



PUNITIVE DAMAGES - QUESTIONS AND ANSWERS

Isn't the proposed limitation on punitive damages unfair to
victims?

o punitives are societal deterrents - not compensation
o victims would still receive all compensatory damages
o punitives still available, subject to 1x cap

Won't the 1x cap just be another cost of doing business, thereby
losing any deterrent value?

o we don't want an absolute deterrent
o 1x cap is enough to be costly, not enough to stop innovation

You take the role of determining punitive damages from the jury
and give it to the judge, isn't that unfair?

o No - this is similar to criminal law where the jury finds
guilt and the judges render the sentence

Don't you trust the man in the street?

o Yes - but just as in the criminal law, there needs to
be a devise to insure consistency and limit sympathy
o Judges will bring.uniformity to the process

Your reforms could reduce the number and size of punitive
damages. Won't that mean more unsafe products foisted on
unsuspecting consumers?

o punitive damages still available as a deterrent
o some safe products now never get to market because companies
are deterred by the mere threat of punitive damages

Is the proposed reform workable?

o proposal, unlike common law, is coherent and rational
o several states have similar limitations



P

IMPLEMENTATION - QUESTIONS AND ANSWERS

The Executive Order:

Applies recommendations to litigation involving the U.S.
will make the U.S. the model for private sector litigators
sets "higher standards" government

applies only to civil cases

requires the Fairness Rule, where allowed by law

000O00O

We will not use "junk science"

We will offer the "Fairness Rule"

We will limit abusive discovery

We will attempt settlement

We will review statutes to correct drafting errors that lead
to unnecessary litigation

0O00O0O

Federal Legislation:

o Introduced in February

o 10 Senate Co-sponsors

o Stymied by the Plaintiff's Bar
Model State Legislation

o Copies distributed to every state legislator
o Some form of legislation pending in 20 states

Rule Changes

o Presented proposals to the Rules Committee
o Rule Committee very interested in Discovery proposals

How does this differ from existing legislative proposals?

o we recommend action, not further study
o we introduce "market-type" discipline into the procedural
system

Will the bill/rules changes pass?

o only if we are re-elected

Some of the reforms require state action

o I will be going state-to-state meeting with groups
to keep the ball rolling

(o}

Are Congress and the courts willing to consider more civil
justice reform so soon after the Civil Justice Reform Act of
19907

o many of these reforms go beyond that law
o we intend to work with both the courts and Congress to
promote worthy reforms capable of becoming reality
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LIST OF PARTICIPANTS FOR
RECEIVING LINE

Ortrie D. Smith, President, The Missouri Bar
Kris Smith - Ortrie's wife
Casey Smith - Ortrie's daughter
Angie Smith - Ortrie's daughter
Mikki Smith - Ortrie's daughter
B.J. Smith - Ortrie's daughter
Sue Wendell - Mrs. Smith's Mother \
Lynn Ewing III - Mr. Smith's law partner {
Chris Hoberock - Mr. Smith's law gartner-'- Susan Ho borscl(~ Mr. HobewocK s wite
Judge Gerald McBeth - Mr. Smith's former law partner
John 8. Black, President-Elect, The Missouri Bar .
Darcy Howe, Mr. Black's wife « Kaly Awdrew Therr ohildred
Dudley McCarter, Vice-President, The Missouri Bar
Beth McCarter, Mr. McCarter's wife
Ronald S. Mitchell, Vice-President Elect, The Missouri Bar
Becky Mitchell, Mr. Mitchell's wife
Doreen Dodson, Past President, The Missouri Bar
Dana Spitzer, Ms. Dodson's husband
John Oliver, Jr., Executive Committee, The Missouri Bar
John Walker, Executive Committee, The Missouri Bar :
Jennifer Gille Bacon, Executive Committee, The Missouri Bar
Rod Loomer, Board of Governors, The Missouri Bar |
Kathy Loomer, Mr. Loomer's wife & hir cleushion Masdi
Keith Birkes, Executive Director, The Missouri Bar
Carolyn Birkes, Mr. Birkes' wife
Edward (Chip) D. Robertson, Jr., Chief Justice,
Supreme Court of Missouri
Ann Covington, Supreme Court of Missouri
Dean Joe Covington, Mrs. Covington's husband
John Holstein, Supreme Court of Missouri
Mary Holstein, Judge Holstein's wife
Duane Benton, Supreme Court of Missouri
Sandra Benton, Judge Benton's wife
Flwood Thomas, Supreme Court of Missouri — mrs, Soe Thomad
Stephen Limbaugh, Jr., Supreme Court of Missouri - My, j’ef,{;p L}u‘ugk
Ray Price, Supreme Court of Missouri -~ /WriJ, 2..7 FAce
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BIOGRAPHY OF ORTRIE D. SMITH, NEVADA, MISSOURI

Personal

Born Jonesboro, Arkansas, (b)(6),

Married to Christine Wendel, 1968; 4 daughters, Casey (®©,
Angie ®® , Mikki ()(6) and B.J. @©

Preparatory and legal education at University of Missouri (BA,
1968; JD, with distinction, 1971)

University of Missouri at Kansas City Law Review

Bench and Robe Academic Honor Society

Admitted to The Missouri Bar, 1971

Engaged in the general practice of law with Ewing, Carter,
smith, Gosnell, Vickers & Hoberock in Nevada since
adnission to the Bar

Professional Activities

Secretary-Treasurer - Vernon County Bar Association

Vice~Chairman - Trial Evidence Committee of Litigation Section
of American Bar Association

The Missouri Bar Young Lawyers Counsel -~ 1975-=1982

The Missouri Bar Board of Governors - 1978-present

Vice-Chairman and member of the Executive Committee of the
Yyoung Lawyers Counsel - 1978-1982

Chairman of Finance Committee - The Missouri Bar

Six terms on Executive Committee of The Missouri Bar Board of

£\ Governors
i 3 President of The Missouri Bar - 1991-92
Author and speaker - The Missouri Bar Continuing Legal

Education Seminars
Author and speaker - University of Missouri at Columbia School
of Law Continuing Legal Education Seminars

President - Nevada Rotary Club
Chairman - Nevada Community Betterment

Treasurer - Vernon County Democrats
President - Vernon County Chamber of Commerce
President - Community Council for the Performing Arts

President - Vernon County Chapter of the American Red Cross

vice-President - Nevada Optimists Club

President - Nevada Jaycees

President and current member of Board of Education - Nevada
R-V School District

served and chaired numerous committees within First Baptist
church of Nevada, most recently chairing fund raising
effort resulting in commitment of $900,000 for
construction of new church

Awards
Tom Cochran Community Service Award - Young Lawyers Section
. of The Misscuri Bar
Citizen of the Year - Nevada Rotary Club
Twice Key Man of the Year - Nevada Jaycees
Distinguished Service Award - Nevada Jaycees
Young Leadership Award - Raytown Missouri High School

{Revised 08/10/92]
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JOHN 8. BLACK

John S. Black,®® is president of the 20,000 lawyer strong
Missouri Bar. He is a partner with the Kansas City law firm of

Swanson, Midgley, Gangwere, Clarke & Kitchin, where he practices
in the fields of business law, sports law and civil litigation.

He received a degree in economics from Colorado College and a
law degree from Duke University. He has practiced at Swanson
Midgley throughout his professional career. In addition, he
taught business law for four years at Rockhurst College in Kansas
City.

In 1981, Mr. Black was elected to the Board of Governors of
the Missouri Bar. He has chaired its Foresight Committee and the
committee on Mandatory Continuing Legal Education Regulations. He
has also served on the Executive Committee, the Finance Committee
and other substantive and special comnittees.

Mr. Black is a nmember of the American Bar Association, the
Kansas City Metropolitan Bar Association and the Lawyers
Association of Kansas City. Six years ago he served as president
of the Lawyers Association.

For several years, he has been a director of the Lyric Opera
of Kansas City, and now serves as its secretary. He was founder
and co-chairman of the Ozanam Guild, a support group for the
Ozanam Home for Boys, and has been active in a variety of other
civic and community affairs.

Mr. Black is married to Darcy Howe, a stockbroker at Merrill
Lynch. They have two children, Katie, age (b)(6), and Andrew, age
®(@©
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OFFICE OF THE VICE PRESIDENT

WASHINGTON

BRIEFING MEMORANDUM FOR THE VICE PRESIDENT
SOUTHEAST MISSOURI PORT AUTHORITY

Date: Friday, October 2, 1992
Time: 2:25 -- 3:10 p.m.
Location: Cape Girardeau, Missouri

From: Bill Hanka%ﬂ

I. PURPOSE

To highlight the importance of inland ports for exports and
interstate commerce and to announce a $1.18 million federal grant
for the port authority.

ITI. BACKGROUND

NOTE: You will be able to announce a $1,184,700 grant from
the Department of Commerce's Economic Development Administration
to the Southeast Missouri Port Authority. This grant is the
major part of funding for a project to purchase a branch rail
line, construct a rail spur, and improve the public dock and
Water line. It will result in 170 permanent new jobs at the’
faeitity. (Attached is a copy of the grant request letter from *L
the Missouri Regional Planning and Economic Development
Commission to the U.S. Department of Commerce.)

The 500-acre Southeast Missouri Port Authority was created
in 1975 as an inland port on the Mississippi River five miles
south of Cape Girardeau. The companies at the port export grain
and timber. The grain is shipped to New Orleans for distribution
around the world. Most of the timber products are shipped to New
Orleans and then to Europe to be made into veneer for furniture.

The construction of the port's facilities has been a
community effort. In 1985, to raise money to build its
infrastructure, port officials raised $200,000 from private
sources to mount a public relations campaign to convince the
voters of Scott and Cape Girardeau counties to approve a 4-year
$.25 sales tax to fund a port bond issue. The voters approved it
by more than 70 percent and the tax raised $8 million, which has
been the seed for $12 million in capital improvements at the
port. 53 percent of the cost of this port has come from local
taxpayer funds, with the rest coming from the Federal (36
percent) and state (6 percent) governments.
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May 29, 1692 o :

Mr. Forrest Koch |
U.8, Departnient of Comnierce . »
Bconomic Development Representative
Robent A. Young Building

1222 Spruce Sireet

Rm. 8.308H

St. Louts, MO 63103

. Dear Forrost:

On behalf of the Southewst Missouri Reglonal Port Aushotity, [ an pleased to submitan
original and thres copies of a final applicatlon for fundlng for port Improvements. The
project I8 for further development of the port sits, which will Inctude the purchass of a
branch rail lins, construcdon of a rail spur, public dock improvements, 1nd water line
improvements. The iotul project emounts (0 §1,974,500, of which, we are raquesting
$1,184700 from EDA. The 60% funding request inludes the 10% bonus for Socott
County's panicigation with the Boothee Economic Dovelopment Distrdct. We have had
seven separate companies complete the ED-612 forms. The 7 compani¢s have committed
to hiclag 117 new people aad (o retainlng an additional 30 employees.

i

In addldon to the propoced RDA projest, futther improvements are tuking place 4t the
por. Including it Imerstute highway link, The fall ‘and dock improvements being
propased will make the Southoast Missourd Purt are of the hest jneland in the
counwy. The prospects for future economic davelopment at the pon sito are aovs,

If you have any questions with the enclosed, please call Alltn Maki e mo.

Sincerely,
[ a%
(Chauney Bdchheld

Director of &:ono:nlc' Developmartt
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FORM - U.S. DEFARTMENT OF COMMERCE
/Ev_ 1627?‘0'3, ECONOMIC DEVELOPMENT ADMINISTRATION

CORRESPONDENCE BRIEF - MEMORANDUM

X Assistant Secretary
TO:

Dcputy Assistant Sccretary

ACTIO ) @%"Q&WA Date: & 2yigoL

FROM: Charles W. Lee, Acting Regional Director

SUBJECT: Applicant: Southeast Missouri Regional Port Authority
Location: Sco%t County, Missouri
Project No.: 05-01-02579

Project Description: Acquire and expand rail facilities, construct
improvements to the dock, construct a waterline, construct a special
barge berth and acquire a heavy lift crane to serve the port and an
industrial site of approximately 417 acres that is owned and operated by
the Port Authority.

—Q;ogosed Financing: EDA Funds: $ 987,250 50%

$ 197,450 (60D Benws)  10%

Total Project $1,974,500
tionale the i :
© Purpose of Grant -~- The purpose of the EDA grant is to develop

the port by constucting the necessary infrastucture, providing
a linkage with rail transportation and acquiring the necessary
equipment, thereby enabling industry to expand on land owned by
the port and also enabling the port to grow as a terminal. The
project will enable the Port Authority to make available to
industrial tenants, approximately 417 acres of land that can be
sold, leased or otherwise conveyed to those tenants.

© Pressing Need -~ The Southeast Missouri Regional Port Authority
is located in the City of Scott City which has a population of
approximately 3,000. The City of Scott City is located in
Scott County which has a population of 40,800. Situated along
the Mississippi River in extreme southeastern Missouri in an
area known as the "Bootheel" or the Dalta Region, tha araea is
heavily dependent upon agriculture. The completion of levees

PREPARED AY CLEAREZD BY CLEARED BY CLEAREKD BY CLEARED BY CLEANEBL B
e Chief, Regional Director, |DAS DAS
IZATION Project Public Counsel Public Program for ED

4

:2___, ha oyks Div., y}ﬁ’ QCC. L Operations
TIALS ( ggi Z R 2 K
onr é(;z»?i‘ G-2292 K 2 7%/ w-/-9.2

DATC D ([gﬁ'V

USCOMM-DC 4378%1-R87
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and interior drainage systems converted land that once was a swamp
into one of the most productive agricultural areas in the Nation.
The major crops producaed in the area include acorn, wheat and
cotton, the sale of which accounts for over $40,000,000 annually
in revenue. The mechanization of farm production and the
depressed farm economy have contributed to high rates of
unemployment, low incomes, and outmigration of the younger
population. The number of farms declined from 1982 to 1987 by
nine percent. Of those farm operators, only 57 peracent listed
farming as their principal occupation. Scott County experienced a
24-month unemployment rate of 8.0 percent, a rate approximately 31
percent higher than the average rate experienced statewide. Per
capita income in the County was only 71.4 percent of the National
Average. The area did experience a minor population growth of 2.3
percent. Economic development efforts have led to some
diversification, but the number of new jobs has not kept pace with
the area’s economic problems.

In 1975, local officials created the Southeast Missouri Regional
Port Authority in an effort to diversify the economy. The
location and operation of the port ies coterminous with both Scott
and Cape Girardeau Counties. The effective maritime jurisdiction
extends to all navigable waters in Missouri between mile 25 and
milc 50 on the upper Mississippi River. General operations are
centered around a public terminal facility and the Slackwater
Harbor Complex which consists of approximately 417 acres of
industrial land. The port coperates vear around. In 1983, EDA
approved a grant of $1,000,000 for initial construction of the
port, the dock and for basic infrastructure. Three companies are
currently located at the port and four new companies will expand
their operations and locate within the Complex if the port
facilities are expanded. The need to expand the port and create
additional jobe ie a key part of tha local development plan and
the Port’s Master Plan.

Economic Impact/Benefit the Project Provides --

- Create an adequate dock, concrete covered, with heavy
lift crane capacity and a special barge berth cnabling
the port to handle heavy speciality cargoes, some which
weigh in excess of 200 tons. These facilities will be
linked to dockside rail facilities. The purchase of the
branch line from the Union Pacific and the construction
of a spur to the dock will 1link the port with three major
railroads and insure continued access with main line
railroads and access to market based rail rates. The
construction of the waterline will provide a looped
system insuring an adequate flow to the Port.

- Enable Consolidated Grain & Barge Company to retain 12
jobs and create 13 new jobs. The company will invest

$3,500,000 in expanded plant and equipment.
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Enable Cape Fleeting, Inc. to expand to the port, create
seven new jobs and invest $130,000 in plant and
equipment.

Enable First Missouri Terminals to retain three jobs, create
four new jobs in the short term and two additional jobs in the
long ‘term. The company will invest $550,000 in expanded plant
and equipment.

Enable Midwest Agri-Chemico, Inc. to retain five jobs and
create seven new jobs in the short term and two additional jobs
in the long term. The company will invest $325,000 in expanded
plant and equipment.

Enable Girardeau Stevedores and Contractors, Inc. to retain 10
jobs and create 18 new jobs in the short term and two
additional jobs in the long term. The company will invest
$1,300,000 in expanded plant and equipment.

Enable Respondek Railroad Corporation to expand to the port,
create 25 new jobs and invest $350,000 in plant and equipment.

Enable Egyptian Concrete Company to expand to the port, create
37 new jobs and invest $400,000 in new plant and equipment.

The Southeast Missouri Regional Port Authority will own,
operate and maintain all the facilities and equipment to be
purchased or improved by this project.

Although not a part of this project, a four-lane road will be
constructed linking the port facility with an interstate
highway. This project is being constructed with the assistance
of the Missouri Department of Transportation. In addition, the
Port Authority will constuct a gas line which will connect the
port facility with a gas pipeline, enabling the port to move
gas producte through the port facility. Thae Port will also
construct a generator system insuring that. the port and the
companies located there have a consistent source of power. The
end reesult of all the projacts is that the port will have
access to all modes of transportation.

Within a 25 mile radius, there are eight industrial parks.
These eight parks comprise 1,497 acres of land with a vacancy
rate of 24 percent or 360 acres. None of these parks have any
capacity to serve ae a port, therefore, would not compate with
facilities to be improved as a part of this project.

Local sharec for thie project will ba provided by the Southeast
Misscuri Regional Port Authority from reserves.
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Recommendation: This application satisfies the EDA policies and project
selection criteria announced in the Federal Register, and the applicable
findings and determinations required by the Public Works Project
Report’s Checklist for Public Works Projects have been satisfied. The
project is recommended by the Denver Regional Office for approval,
subject to the terms and conditions set forth in the Financial
Assistance Award.

L. Joyce Hampers
Assistant Secretary
for Economic Development

APPROVED:

DISAPPROVED:

DATE:
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PUBLIC WORKS AND DEVELOPMENT FACILITIES PROGRAM
PROGRAM GOALS

Grants are provided to help distressed communities attract new industry, encourage business
expansion. diversify their economies, and generate long-term, private sector jobs.

PROJECT TYPES/ELIGIBLE APPLICANTS

Among the types of projects funded are water and sewer facilities primarily serving industry
and commerce; access roads to industrial sites or parks; port improvements; and business
incubator buildings. Proposed projects must be located within an EDA-designated
Redevelopment Area (RA) or Economic Development Center. Projects in other areas of
an EDA-designated Economic Development District are also eligible if they will directly
benefit an RA within the District. Projects must be consistent with an approved Overall
Economic Development Program. An applicant may be a state, political subdivision of a
state, Indian tribe, special-purpose unit of government, or public or private nonprofit
organization or association representing an RA or part thereof.

SELECTION CRITERIA

Priority consideration shall be given to projects that:

0 improve opportunities for the successful establishment or expansion of industrial or
commercial plants or facilities; S
0 assist in creating or retaining private sector jobs in the near-term, as well as

additional long-term employment, provided that the jobs are not uamslerred from
other areas and will result in a low cost per job in relation to EDA cost;

0 benefit the long-term unemployed and members of low-income families residing in
the area served by the.project; :

o  fulfill a pressing need of the area and can be started and completed in a timely
manner; and

) demonstrate adequate local funding support, with evidence that such support is firmly
committed and available. " :

FUNDING LEVELS

FY 90: $109,830,000 Average I'Y 91 grant: - §742,832
FY 91: $140,825,000 Range of FY 91 grants: $ 80,160 - $2,316,572
FY 92: $154,160,000 :

APPLICATION PROCESS :

Eligible applicants should contact the Economic Development Representative (EDR) for
the area. The EDA regional office can identify the EDR contact who will describe the
program and provide guidance on preparing a preapplication. EDA screens proposals
before deciding whether to invite formal applications. Average time from submission of an
application to a final funding decision was five and one-half months in FY 91. Complete
program information appears annually in the Federal Register.
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SOUTHEAST MISSOURI REGIONAL PORT AUTHORITY

BACKGROUND AND BRIEFING PAPER

The Southeast Missouri Regional Port Authority opened for business to the public at its new
Slackwater Harbor Facility in April 1990. This $12,000,000 capital infrastructure project was
funded by $6.800,000 of local tax money equal to 56% of the total cost of the improvements.
The Port Authority is also a state model for environmentally sensitive economic development
demonstrating that quality of life and jobs can go hand in hand.

SOUTHEAST MISSOURI REGIONAL
PORT AUTHORITY

The Southeast Missouri Regional Port Autherity is a political subdivision of the State of
Missouri and has been in existence since November 18, 1975. The Port District is coterminous
with Scott and Cape Girardeau Counties, while its effective maritime jurisdiction extends to i
navigable waters in the State of Missouri between miles 25 and 75 on the Upper Mississippi River.

The Port Autherity is located at mile 48.0 of the Upper Mississippi River, This is
approximately 3 miles from Scoft City, Missouri: § miles from Cape Girardeau, Missouri with ifs
vehicular bridge across the Mississippi River: 110 miles south of St. Louis, Missouri and 160 miles
north of Memphis, Tennessee. Interstate 55 access is about 5 miles from the Port and is well
supported by local, regional and national frucking operations. The Port areq is served by three
major railroads: Southem Pacific, Union Pacific. and Burlington Northem: it is adjacent to the
Thebes Railroad Bridge (the only east-west railroad crossing of the Mississippi River between St.
Lovis and Memphis). Within 4 miles is the Cape Girardeau Municipal Airport with all weather
landing and take-off instrument capabilities and two frunways (6,500 feet and 4,000 feet).

From 1975 through 1984 SEMO PORT, like many of the other struggling new ports,.was at
a loss on how to pursue its mandate to attract private capital investment and develop the
infrastructure so essentiol to economic development.

It was apparent that something more than a yearty administrative stipend would be
necessary to bootsirap the Port up from dream to redlity. In 1985 the Port approached local
businesses and raised $20,000 to mount a public relations campaign to ask the voters of Cape
Girardeau and Scott Counties to approve a 4 year 1/4¢ sales tax to fund a Port Bond Issue. The
citizens of the two Counties voted with their pocketbbooks. The tax issue passed by more than a
70% majority! This local tax issue has succeeded in raising over $8.000.000 in local funds. This
local capital investment has been the seed for over $12.000,000 in capital improvements at the
Port.

Dedicated in April of 1990, the Port Authority has recently opened its new 450 acre
Slackwater Harbor Complex. The heart of the facility is on 1800 foot long Slackwater Harbor,
250 foot in width and holding a minimum depth of 12 feet; harbor maintenance i provided by
the Amy Corps of Engineers.

General operations in the harbor are centered around a Public Terminal Facility which
consists of a newly constructed general cargo dock (80,000 sq.ft.) ond approximately 10 acres
of land on the south bank of the Slackwater Harbor. The Public Terminal Facility offers 700" of
waterfront including 350° of dock frontage, a Port Office and a Public Truck Scale. A Public
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Terminal Operator is available and located at the dock and has 150 ton lift capacity for bulk
and general cargo handling. There is direct access to Interstate 55 via a paved State Road
and planned rail access is to be constructed near dockside in the fall of 1992. A 10" potable
water supply line services the Port property, supported by a 250,000 gallon tank. The facility
operates year round and is considered the most northerly, ice-free, lock-free port on the
Mississippi River. )

in addition to the Public Terminal Facility, the Port Authority also has approximately 440
acres available and zoned for general commerciot/industrial development. The entire Port
Authority property is located in a State Enterprise Zone and the Port has applied for a Port of
Entry and Foreign Trade Zone.

Significant training. refraining and placement programs are available locally through
the Vocational School, Southeast Missouri State University, and the Private Industry Council, in
addition to existing State and Federal programs. There are also extensive and flexible financing
programs available for capital improvements, working capital, job training, infrastructure, site
improvements or utilities.

PORTS AS INTERMODAL HUBS

Using river ports as intermodal focal points promotes cooperation and coordination among all
modes of transportation. Effective administrative procedures and the development of efficient
equipment and handling techniques can provide attractive marketing and economic
alternatives fo both shippers and consignees.

COMPARISON OF TRANSPORTATION MODES

MODE

cost PERCENTAGE SPEED ON-TIME PRODUCT SHIPMENT CUSTOMER
OF YOLUME DELIVERY FLEXIBILITY FREQUENCY ACCESS
RALIL MEDIUM 35.9% SLOW MEDIUM HIGH LOW HIGH
TRUCK HIGH 25.5% FASY HIGH MEDIUM HIGH RIGHEST
PIPELINE | LOW 23.2% MEDIUM HIGHEST LOWEST HIGHEST LOWEST
WATER LOWEST 15.1% SLOWEST LOWEST HIGHEST LOWEST LOW
AIR HIGHEST 0.3% FASTEST LOW LOW MEDIUM MEDIUM

Combining truck with rail can lower overall transportation costs yet increase the number of
locations accessed. The same is frue for combining water and rail or water and truck. By
utilizing more than one mode of transportation, the shipper can put together the most
advantageous fransportation package. These options will then enable the shipper to have
optimum control over his tfransportation needs: enhancing delivery flexibility, minimizing costs.
The focus can then be on: speed, volume. market accessibility, lowest cost or reliability. More
and more, the current economic environment demands increased flexibility, responsiveness
and cost control. Transportation costs represent the largest component of marketing expenses.
Approximately 20% of annual Gross National Product (GNP} is spent on the physical distribution
of products.

As the country gears up o compete in the rapidly changing domestic and gicbal markets, so
must intermodal fransportation hubs gear up and increase their efficiency so they can
continue providing a competitive edge. The growing benefits of inland river ports as the
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crifical connection for intermodal fransportation is being felt at both the national and local
level. Our nation's ports connect urban and rural businesses with markets as close as the next
town and as distant as the far side of the worid.

In order for intermodal potential fo be reclized, increased support must also be given to better
Port control of and access to rail and road connections, whether by rehabilitating unprofitable
or abandoned rail lines or building new access roads to circumvent bottlenecks, improve

efficiency and enhance public safety.

ECONOMIC DEVELOPMENT

SEMO PORT HAS EXPENDED OVER $12.000,000 IN CAPITAL PROJECTS TO DATE:

ESTIMATED CAPITAL EXPENDITURES THROUGH 9/30/92

PROJECT | TOTAL COSt LOCAL % FEDERAL v STATE % $ SPENT LOCAL
SHARE SHARE SHARE LOCALLY 7%
ACCESS | $1,298,875 $542,775 Q% 0.00 % $756,100 | 59% | $1,287,256 99%
ROAD
WATER $352,075 $108,075 3% $244,000 9% | 0.00 (173 $102,000 29%
SYSTEM
PUBLIC $2,487,096 $1.731,09¢6 0% $756,000 30% | 0.00 0% §967,544 39%
DOCK '
HARBOR | $5.920,678 472,847 45% $3,247 811 55% | 0.00 0% | $2363,613 407%
RAIL $2,101.38¢ $1.814,648 86% $284,738 147% | 0.00 0% $1.616,712 7%
SPUR
UNILIMES | $150.347 $150,347 10% | 0.00 0% { .00 0% $114,523 76%
NASH $231,920 $231,920 1007 | 0.00 0% 0.00 0% $231.920 1007
ROAD
TOTALS w397 $7E251,748 58% 94,534 549 36% | §756.100 | 4% $6.683 570 3%
SEMO PORT HAS CREATED JOBS:
CAPITAL CONSTRUCTION JOBS:

ACCESS ROAD: . 16.618 MAN HOURS

WATER SYSTEM: 1,550 MAN HOURS

PUBLIC DOCK: 12,653 MAN HOURS

HARBOR: 42,442 MAN HOURS

RAIL SPUR: 6,700 MAN HOURS

TOTAL MAN HOURS 79.963 = 40 MAN YEARS

PROFESSIONAL SERVICES JOBS:

LEGAL $00 MAN HOURS
ENGINEERING 15.000 MAN HOURS
INDEPENDENT CONTRACTORS 2,000 MAN HOURS

TOTAL MAN HOURS 17,500 = 8.75 MAN YEARS
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JOBS CREATED SINCE PORT OPENED APRIL 1990 AND RETAINED BECAUSE OF GRANT:

PORT ADMINISTRATION 2
GIRARDEAU STEVEDORES 19
MIDWEST AGRI-CHEMICO. INC. 5
FIRST MISSOURI TERMINALS 3
EGYPTIAN CONCRETE 14
TOTAL CURRENT JOBS 43

JOBS TO BE ADDED AS RESULT OF ECONOMIC DEVELOPMENT ADMINISTRATION GRANT:

PUBLIC DOCK OPERATIONS 20
MARINE FLEETING OPERATIONS 10
DRY BULK FERTILIZER FACILITY 9
LIQUID BULK FERTILIZERS 6
PRECAST CONCRETE MANUFACTURER 37
WOOD PRODUCTS 14
GRAIN FACILITY 25
CO-GENERATION FACILITY 12
COAL BENEFICIATION FACILITY 12
RAIL OPERATIONS 25
TOTAL POTENTIAL JOBS 170

POTENTIAL CAPITAL INVESTMENT FROM COMPANIES IN NEGOTIATIONS WITH PORT:

PUBLIC DOCK OPERATIONS $2.400.000
MARINE FLEETING OPERATIONS $230.000
DRY BULK FERTILIZER FACILITY $1.025.000
LIQUID BULK FERTILIZERS $850.000
PRECAST CONCRETE MANUFACTURER $1.000.000
WOOD PRODUCTS $8.000.000
GRAIN FACILITY $3.900.000
CO-GENERATION FACILITY $40.500.000
COAL BENEFICIATION FACILITY $42,000:000
RAIL OPERATIONS $750,000
TOTAL CAPITAL INVESTMENT $100,655,000

Missourl's Ports sit astride the confluences of the great rivers in the American
Inland River System: the Mississippi, the Missouri, the Ohio. We are singularly

positioned to dominate inland River commerce. Support your Public Port

Authorities. Support the call for capital funds to get on with the job. The Public

Ports have demonstrated their ability to convert capital investment into

economic impact. SEMO PORT has demonstrated its ability to create jobs: to
attract private capital investment. SEMO PORT is @ model of what can be done

with strong local support. This is the kind of project that must be rewarded if
Missouri is sericus about economic development. This is the kind of investment

that makes sense.
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CONFERENCE NOTES

NATIONAL PORT INDUSTRY

The port industry serves as a vital conduit linking the United States to the World marketplace, a
critical intersection in the intermodal link. Ports serve broad hinterlands

thousands of miles from our shores. The importance of ports to local, state and regional
economies can be stated by looking at its 1990 national statistics: 1.2 million jobs, $50.3 billion

to gross national product, $28.4 billion to personal income, $33.1 billion in federal taxes and
customs revenue, and $3.6 billion in state and local taxes.

To achieve these significant national benefits, ports have spent more than $5.6 billion dollars since
1979 to improve their facilities to meet the needs of a changing transportation industry. However

every state.

Nationally the inland Wwaterways system has stimulated the location or expansion of over 11,000
facilities since 1952, with a capital investment exceeding $202.5 billion. That's an average growth
of over 400 plants a year with an average capital investment of well over $7% billion each year.
These figures represent jobs and dollar investments and hence do not reflect the additional billions

of dollars of savings passed on to the shipper, receiver and the tax payer each year by virtue of
having access to water transportation.
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THE INLAND RIVER SYSTEM

There are well over 100 ports and some 1900 terminals located along the 25,000 mile
shallow draft inland waterways systems of the continental United States, By far the largest
navigable artery is the 9,000 mile Mississippi River system which with its collective tributaries
supports over 60 ports and 1100 terminals serving the heartland of America through such major
centers as Pittsburgh at the headwaters of the Ohio; Minnesota-St. Paul at the headwaters of the
Mississippi,; Omaha and Kansas City on the Missouri; Chicago on the Illinois; St. Louis, Memphis,
New Orleans on the main stem of the Mississippi, and Tulsa, Little Rock and Pine Bluff on the
Arkansas. Missouri has more inland river miles than any other state in the country; over 700
miles. :

In 1989, a record 606 million tons of commerce were moved on the inland waterways by
over 1800 barge line companies operating over 4100 towboats and some 25,000 barges. This
represented 10% of the nation's freight but only 2% of the freight bill. One half of the nation's
grain exports and one fifth of the nation's coal exports are carried on the nation's inland river
system. This tonnage was more than triple the level of traffic in the years immediately following
World War II.  Tonnage in the Upper Mississippi River Basin (Missouri, Illinois, and Upper
Mississippi Rivers) has grown from 116 million tons in 1965 to 220 million in 1986 and is
projected to be 295 million tons in 1995. A study of Mid-American Ports, recently released by the
Maritime Administration, indicates that the tonnage will at least double during the next 20 years,

Most of the traffic is composed of liquid and dry bulk commodities: petroleum products,
coal, grain, industrial and agricultural chemicals, metal products, rock, sand, gravel and other
nonmetallic minerals. The inland waterways carry about half of the U.S. grain exports and
one-fifth of the U.S. coal exports. By moving large volumes of these commodities at a low unit
cost per ton, the waterway system helps make our exports more price competitive. It also
contributes to state and national economies by providing jobs, increasing productivity, raising
income and attracting private capital investment. The system has also demonstrated its vital
importance during military mobilizations with its ability to move significant quantities of fuel,
strategic materials, and military equipment.

People tend to take the river for granted, however, over 220,000,000 tons of product
moved past Southeast Missouri on the river in 1988. This river traffic not only provides jobs, but
also helps keep Missouri's transportation, distribution and manufacturing industries competitive
nationally and internationally. It also goes a long way toward reducing congestion on and
deterioration of the State's highways. During the severe drought of 1988 there was some concern
that the Inland River System might not be reliable. If the Mississippi River were to close to
navigation, the immediate impact would be a line of tractor trailers bumper-to-bumper over
40,000 miles long. Imagine complete gridlock on every road in the 32,000 mile Missouri state
highway system and then an additional line 8,000 miles long waiting to get into the state.
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EFFICIENCY

Upper Mississippi River tow consists of 15 barges capable of holding 22,500 tons of dry bulk
commodity; almost 800,000 bushels of grain or almost 7,000,000 gallons of liquid bulk - the
equivalent of almost 900 tractor trailers; not putting wear and tear on our already overcrowded,
overloaded highway system:

)}

With the exception of pipelines, water transportation and distribution throughout the: Inland
Waterways Systems is not only the least energy consuming means to move large quantities of
cargo but also the most flexible and economical. On the average, a modern towboat will move 1
ton of freight 400 miles on a gallon of fuel as compared to 200 miles by rail and 58 miles by truck.
The barge lines generate over 200 billion ton miles a year on the inland waterways systems.
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MISSOURI'S PUBLIC PORT AUTHORITIES

Since FY 1979 the State has funded a Public Port Administrative Assistance Plan. Administrative
grantr are made to the Port Authorities on an annual basis from the General Revenue Fund. A
line item amount has been appropriated to the Waterways Division of MHTD by the General
Assembly each fiscal year since then. This amount is then allocated to Port Authorities based
upon their stage of development or activities. Funds in the amount of $2.9 million have been
expended in this program since FY 1979 (fourteen years).

In addition to Administrative support, Capital Improvement grants have been available to Port
Authorities since FY 1983 Although a Capital Improvements program is contained in state
statute, General Revenue appropriations have not been made available through the budget
process. Some Third State Building Funds (from statewide general obligation bonds) have been
appropriated by the General Assembly on a project-by-project basis. Funds in the amount of
$12.9 million have been provided to 15 projects at Public Ports. Land acquisitions, utility
extensions, dock and warehouse construction, storage facilities, equipment purchases and road
improvements have been completed.  While this amount of state investment in the Public Ports
has been significant, the impact has been even more impressive.

Missouri's Public Ports make an important contribution to the economy of the state. Public Ports
alone have attracted in excess of $150,000,000 in private capital investment. The total economic

impact of river related industry on the State of Missouri is 67,000 jobs and 2.67 billion dollars
annually. ' ,

Investment of state funds in Public Port Capital Development has created:

RURAL URBAN TOTAL
DIRECT PORT JOBS 261 70 331
ANNUAL PAYROLL $4,000,000 $2,000,000 $6,000,000
CAPITAL INVESTMENT $133,000,000 $17,000,000 $150,000,000
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Jiie direct port activity generates secondary employment and investment. At the

“<our Regional Port Authority in 1992, over 100,000 tons of product will be moved
wolic Dock.  This equates to 2,000 truck loads in and out of the Port - over 400
+iber alone. Not only are many additional trucking and rail jobs created or
“h Port activities, but Port users get what is perhaps the most important benefit of

generated by the eight operating ports. Seven other port authorities have yet to
age which involves capital investment. Additional capital investment needs have
1 all the ports, whether to bring them on-line, or to improve and modernize
> investment of $15.8 million of state funds during the past 11 years has brought
vestment of more than $150 million in capital improvements, 330 direct jobs
.0 million in direct annual payroll.  As noted, the total impact to the state
‘the river commerce industry - Public and Private - js in excess of 2.5 Billion

s to reason that additional public investment in the ports will result in more
sportation benefits.

tes doing? Géorgia‘ ranked first in state support of Ports with funding of $270

i/ to 1988; Louisiana ranked third - $212 million, Alabama ranked 5th - $134
:nked 10th - $73 million, Illinois ranked 14th - $20 million, Kentucky ranked
. Missouri ranked 17th with $13.5 million in state funding. The program in our
'l one but more can be obtained.

1986, with the encouragement of MHTD, the Missouri Port  Authority
rmed so that operational ports as well as those still in planning stages might
re information, experiences, expertise, resources and pool their efforts towards

ic as to the critical contribution which Missouri's Public Ports make to the
an

PORTS AS INTERMODAL HUBS

-+ 2s intermodal focal points promotes cooperation and coordination among all
ation.  Effective administrative procedures and the development of efficient

ti-1dling techniques can provide attractive marketing and economic alternatives to
' consignees,

COMPARISON OF TRAN SPORTATION MODES

PERCENTAGE - SPEED ON-TIME PRODUCT SHIPMENT CUSTOMER
OF VOLUME DELIVERY | FLEXIBILITY FREQUENCY | ACCESS
35.9% SLow MEDIUM HIGH LOw HIGH
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CURRICULUM VITAE

DATE OF BiRTH: . (b) (6)
SINGLE, FOUR CHILDREN
U.S. CITIZEN

J.D. TULANE UNIVERSITY SCHOOL OF LAW, MAY 1974

LSAT Score 710 (99+ percentlle)

Comparative Law Study Program encompassing English Common Law,
French Civilian Law and Admiralty Law

Gradvated top quarter of class

Admiralty Prize tor Academic Excellence senlor year

B.S. YALE UNIVERSITY, JUNE 1972

MAJOR: ADMINISTRATIVE SCIENCE

Comprehensive Program tequlring mum-dlsclpllnory competency in:
Business Adminisiration, Economics, Accounting, Industrial Relations and
Behavioral Psychology

SAT Scores 790 Verbal, 710 Math (99+ percentile)

Execulive Director, Southeast Missourl Regilonal Port Avuthority
President, Missoud Por Avuthority Association

Visiting Lecturer of Business & Management, Southeast Missouri §t. Univ.
Director and Lecturer, International Business Institute

Independent Legal Counsel and Flnonclol/Monagemenf Consultant
Of Counsel with Siivestd & Massicot, Afloineys-ai-law

Member of the firm with Sitvest & Massicot, New Oreans, Lovisiana.
Civll and Admiralty Practice

Admiralty Attorney with firm of lemie, Kelleher, Kohimeyer & Matthews,

Law Clerk with Legal Department of Midiantic Bank Corporation, N.A.
West Paterson, New Jersey. Commercial Finance Practice

Member In good standing of the Lovlsiana State Barsince 1974
Member of the Eastern and Middie U.S. DIst. Courts for Loulslana, 1974
Member of the Fifth Clrcult U.S. Court of Appeals since 1974

Speclal admission before U.S. Dist. Ct,, Eastern Dis of Texas, 1977
Accreditation as Admiralty Proctor, U.S. Dist. Ct., E.D.La. 1977
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33 United States Code Secs. 151-356 (U.S. Dratt Regulations)
MEMBERSHIPS: President - Missourl Port Authority Association

Vice-Chairman - Board of Directors Cape Ghrardeaqu Alrport
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OFFICE OF THE VICE PRESIDENT

WASHINGTON
October 2, 1992

BRIEFING MEMORANDUM FOR THE VICE PRESIDENT

FROM: BILL HANKAH*
SUBJECT: BACKGROUND INFORMATION ON MISSOURI

o The August unemployment rate for Missouri was 6.2 percent;

the July unemployment rate for Springfield was 5.3 percent. The
July unemployment rate for Cape Girardeau was 5.0 percent. The

national unemployment rate for August was 7.6 percent.

State Issues

o Zenith Electronics Corporation, the largest employer in
Springfield, is in the process of shutting down three-fourths of
its local operations and moving them to two plants in Mexico.
This is a job loss for 1,600 Springfield workers and comes
despite a $50 million incentives package offered by the state and
local governments. The U.S. Department of Labor recently awarded
a $750,000 grant to the Missouri Department of Economic
Development for dislocated worker assistance in Springfield.

o On September 30, Kansas City Royals' 39-year-old designated
hitter, George Brett, became the eighteenth major league player
to get 3,000 hits in a 4-0 win over the California Angels in
Anaheim. Brett's achievement comes exactly three weeks after the
Milwaukee Brewers' centerfielder, Robin Yount, reached 3,000.

o To help ease the health insurance burden on the small
business community, Governor Ashcroft signed legislation on July
7 authorizing small businesses (that employ between 3 and 25
workers) to share the cost of health insurance by creating funded
risk pools. It is estimated that 50,000 to 100,000 Missouri
residents will benefit from the new law.

o Governor Ashcroft has requested a welfare reform waiver from
the U.S. Department of Health and Human Services that would
enable Missouri to mandate school attendance by AFDC children and
teen parents from the time they reach seventh grade until they
graduate from high school or obtain their GED. Regular school
attendance would be an eligibility factor in determining the
amount of the AFDC grant (payments could be decreased by about
$60 per month under the plan).



o On September 11, the President announced the sale of 72 F-
15 fighter jets to Saudi Arabia, which thereby saved
approximately 12,000 jobs at the St. Louis-area McDonnell Douglas
facilities.

o On September 21, a trial opened in Jefferson City brought by
117 Missouri school districts challenging the constitutionality
of Missouri's school funding formula, citing the gap between
property-poor schools and their wealthier counterparts.
Additionally, many suburban and rural Missouri residents are
upset by the enormous amount of state education funds ($660
million to Kansas City and $750 million to St. Louis in the past
decade) that must be earmarked for court-ordered school
desegregation plans in St. Louis and Kansas City, as mandated by
Federal Judge Russell Clark (appointed by President Carter).

o Governor Ashcroft has ensured that Missouri will gain $12.6
billion over a fifteen-year period, including federal highway
matching funds, for building new roads and bridges by signing
legislation calling for a gradual six cents per gallon gas tax
that will generate the necessary matching funds to provide for a
rate of one state dollar to every four federal dollars. The
Governor has vowed that four-lane highways will connect every
Missouri community with more than 5,000 people, thereby also
decreasing traffic fatalities and injuries.

Federal Issues

o The President announced yesterday a plan to allow ethanol to
be blended with as much as 30 percent of the reformulated
gasoline to be sold in the nation's nine smoggiest starting in
1995, under the reformulated gasoline program created by the 1990
Clean Air Act Amendments. The Administration has been working
with the National Corn Growers Association and the Renewable
Fuels Association to develop this plan in the absence of an
outright waiver, which was informally ruled illegal by the
Justice Department this week.

Reform Agenda Issues -- State Facts

JTPA: 15 SDA's; the State Job Training Coordinating Council
Chair is Mr. Terry Ward. This year Missouri will receive $56.4
million. Last year, 38,144 people were served by the JTPA
program in Missouri.

EDUCATION: Governor Ashcroft launched the America 2000 program
in Missouri in October 1991 and there are currently 47
communities in Missouri taking part.

o There is no statewide school choice program. In November
1991, Missouri voters rejected a ballot proposal to allow open
enrollment in intradistrict public schools, because it was on the
same ballot with a number of tax increases.



EXPORTS/NAFTA: Missouri exports approximately $4 billion worth
of merchandise to more than 148 countries around the world.
Exports create 110,900 jobs in Missouri. Missouri largest
trading partners (in order) are: Canada ($1.6 billion); United
Kingdom ($285 million); Mexico ($273 million), and Germany ($214
million).

o Manufactured exports accounted for 95 percent of the state's
exports to Canada and Mexico in 1991. Missouri's exports to
Canada and Mexico account for more than 52 percent of all
Missouri's exports. Since 1987, Missouri's exports to Mexico
have grown by 45 percent, while its exports to Canada have grown
by 25 percent. Exports to these two countries have created
23,000 new jobs in Missouri.

DRUGS AND CRIME: Under the leadership of Governor Ashcroft,
Operation Cash Crop, the Missouri marijuana eradication program,
has made Missouri the nation's "top pot destroyer." 1In 1991, the
program destroyed over 13 million plants with an estimated DEA
value of more than $1 billion. Much of the intelligence used in
the operation comes from civilian volunteers using the program's
toll free hotline: 1-800-BAD WEED.

o Since President Bush took office and created the Office of
National Drug Control Policy, drug grants to Missouri have
increased 109 percent from $14.2 million to $29.7 million.

CIVIL JUSTICE REFORM: ' The Civil Justice reform movement in
Missouri this year has chiefly been occupied in continuing to
defend the gains main in 1987, when the Missouri Legislature
passed a comprehensive liability reform package.

WETLANDS: Missouri has 643,000 acres of wetlands that comprise
1.4 percent of the state's total surface area.

SCHEDULE: You were last in Missouri on September 1-2, when you
visited Kansas City to address the Greater Kansas City Chamber of
Commerce luncheon.
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Hospital Tour & Health Care Discussion
Date: Friday, October 2, 1992
Location: Cox South Hospital
pringfield, MO
Time: 12 noon (60 minutes)

Purpose

To tour pediatric department, and discuss health care
reform.

Background

Cox South Hospital:

-510 beds, opened in 1985, one-half of two-hospital system
Cox North 296 bed community hospital

-serves 18 county primary service area of 500,000 people

-comprehensive range of services and the resource hospital
for southwest Missouri and neighboring states.

-private non-for-profit
N

-3,800 employees, 400 physicians

-Children's hospital services
-broad range of pediatric services
-intensive care nursery, specialized neonatal care
-member of Children's Miracle Network, private gift
system for financial assistance to families with
catastrophic illness, hospital equipment, and education
on children's health

Local Healthcare Issues

Hospital personnel are concerned about the revenue shortfall
from Medicaid/Medicare patients, and associated growing
costs associated with charity care and cost shifting.



Ozarks Area Business Group on Health
-coalition of 45 business concerned about hospital

charges, insurance premiums, and duplication of costly
services

A coalition of community leaders, Advocates for Healthy
Children has submitted a grant application for Federal
Community Health Center funding. HHS has given it a top
priority ranking.

Cox South and St. Johns Regional Health Center have
arranged to share the support of Springfield trauma care

U.S. Health Care

-the best and most innovative health care in the world,
-problem: lack of access to care

-35 million Americans are uninsured.
-problem: rapidly rising costs

-13% of GDP

-twice the rate of inflation

-will cost more than $800 billion in 1992

-$2,600 for every American

Issue: the federal government role in the nation's health
insurance program and control of expenditures.

The Administration's market-based health care reform:

-vouchers for insurance payments for the poor

-tax deductions for low-middle income persons
-malpractice reform, insurance reform, and reductions
in paperwork and streamlined administration.

-The Administration plan maintains the current level of
advanced health care

Clinton first advocated "play or pay " that would create
huge, expensive new bureaucracies that could wreck our
current system of innovative health care.

-Payroll taxes of at least 7% and an additional
$37 billion from taxes.

- will badly hurt health care and business.
- limited access to new technology and long lines
- business will suffer severely
- more than small business 700,000 jobs lost
in first year
- 12% of small businesses will close
- businesses will be impacted as payroll and
other taxes force reduction in programs and
research and development.
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Clinton flip-flopped on September 24th

-all employers must provide employee health
insurance "directly from insurers or through —
publicly sponsored purchasing groups"

-self employed can deduct 100% of insurance for
taxes

-does not describe funding

-Global budgeting--Setting prices & Rationing Care

- Federal government sets the amount of
health care spending for the federal
government and the states

- government set price control on all health
care -- fees charged by health care
professionals and drug prices

-Federal government decides what medical
schools should teach, what medical equipment
should be manufactured, and who should
purchase it

- -Government limitations will lead to
rationed care--long lines at health care
facilities

Participants

Tour

Pediatric Department

Discussion

120 members of the hospital staff and a few other concerned
community representatives. i

Sequence of Events

(@)

VP arrives at hospital and is met by:

Charlie M. Edwards, Executive Administrator Hk’

Larry Wallace, Chief Operating Officer
Robert H. Bezanson, Administrator

VP is escorted to pediatrics

VP moves to auditorium to hold discussion on health
care issues, introduced by Charlie Edwards



V. Press Plan

Open press during tour and speech.

VI. Follow-up

Follow-up correspondence and photos to be forwarded to
appropriate press.

Attachments

Fact Sheets on
Missouri Health Care
Health Care Reform
Rural Health Care
The Health Care Industry
Medisave Accounts
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MISSOURT

o) According to the 1990 consus, the total population of Missours is
5,117,073,
pheseid AL

(o} persons age 65 and over comprise 14.0% of Missouri's populatian
according to the 1990 cemsus. The national figure is 12.6%.

o) 66% of the total population of Missouri lives in metropolitan
statistical areas according to the 1990 census. This figure is
lower than the national figure of 78%.

Missouri Metropolitan

Columhia - 12,379
J@m = 134,910
Kansas City - 961,396
st. Joseph - 83,083

st. Louis - 1,855,104
Springfield ~ 240,593

w 3(387'465

o 1990 personal incame per capita 1 Missouxi was $17,472, ranking it
26th among the States. The naticnal average was $18,691.

NISEOURI

Realthy 8tart -~ no HHS dollars in the Stata

AlD8 - HIV cases YTD/92 = 754 Qaseg in Missouri
~ AIDS cases YTD/92 = 301 cases in Migsouri

- cumpulative HIV 1982-1992 = 4503
- Cumnulative AIDS 1982~1992 = 2856

- 9,1 Million to Missounyri from PHS (Research, surveillance & biomedical)
Ryan White Punding - $)..5 Million in HHS dollars
Read Start - enrolled in Missouri = 11,872

- total HHS dollars to Missouri = §$35,400,506
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MISSOURL

The Missouri Medicaid program began operation July 1, 1967. The
of Social Sarvices (DSS) is the single State agency
designated to administer the Missouri Medicaid program.

Total expenditures for Medicaid services in Missauri during the 12
months ending Septarber 30, 1981, were $1,650,000,258 ($988,920,268
in federal funds and $661,079,990 in State funds). This was an
increase of 75% over the previous year's total payments of
$938,057,130.

As of October 1, 1991, 459,721 Missourians were eligible fox
Medicaid. ‘

Eligibility for Medicaid in Missouri is determined under the saction
209(h) opticn, which permits states to inpose ware restrictive
eligihility criteria than the SSI program uses.

Misgouri does not offer a Medically Reexly peogrzm.

The Missouri Medicaid program offers 17 of the 32 Opticnal Services
for which Federal matching 1s available.

Missouri operates four Home and Commmity Based Services waivexs.
The waivers serve 8,857 aged, mentally retarded and davelcpmentally
disabled persons and persons with AIDS.

A courdinated care program called the Jacksen County Managed Care

sarves 37,536 Medicaid eligible persons in Jackson County
(Kansas City, Missouri) providing tham with case management and
access ta care thyough four pre-—paid eapitated plans and 36
physician sponsors.

The Faderal Medical Assistance Parcentage in Missouri (i.a., the
of benefit payment funded federally) in FY 1992 was 60.843.

It dropped to 60.26% in FY 1993 and will incCrease to 60.64% in FY
1984.

GTE Corporation is the Medicaid fiscal agent.

@004
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COORDINKTED CARE

The Missouri Medicaid program is taking preliminary steps
Maalwmmmimofiwwﬁwmm
for women and children.

Meeddnofctnicemiveruﬂmthatopuonmmavmmlew
states. Thege persons may emoll in a comuercial health
mmintanance organization benefit offexed by the lecal Rlue
Cross and Blue Shield plan. 'meyalmmyctmatomoeiw
tm&xcamﬁm@mofmocmmityhulmmrsorﬂn
local public hospital which have entered into limited risk
mmmmmmiwwwm.

Athudoptionexistsmmfctmofmiciansmm.
mmearaphysiciansmprivatep:mioemsmas
gatemeparsfortheirpatienta. Any non-emergency care mist
bemthebasisotarefemlfzmthephysicianspcmsorfcr
recipimtsmcmesethiagcpum.

mgmtemummmswmmmugateme
chrmicsmageoiparucimmmmuhichmmdm
pzogmustace,pmvidesacumuxmofcmfo:m@-rm
patients (e.g.,mmmwmmnﬁmn, and helps
mxecassaryunofhmpiulmngmcymmvioas.
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Isgue: Several issues central to proper inplementation of P.L. 102-

234 (Medicaid Voluntary Contribution and Providar-Spacific Tax

Amemdmants of 1991) |remain unresolved even though some

o provisions of the were e-fe~iive January 1, 1992, and
R other major pioces affeaci: ~a (Gctobar 1, 1992,

Backqrourd: P.L, 102-234 egtablished a meber of recuirements for states
which wish to fina portiens of their Medicaid programs
uging donations or paid by health care providers. It
also established tationes on disproportionate share
nospital (NSH) payments.

Extensive discussi on these jssues have occurred ameng
RFA, tha Departwent, (48 and a wide variety of inmtarest
groups including the National Governors' Association (NGA),
the American Public Walfave Associatiom, and the National
Asgociation of State Legislators. In spite of these
discussions many issues ramain unxesolved.

mmmemmmMmm
by their legislatures without puch of an idea of HKFA's
position on cartain issues. Also, DSH programs for most state
fiscal years 1993 are in place and key decisions have not been
made which &re needed{to calculate the maximm matchable DSH
levels for individual states. Regional Offices hava already
made grant award decisions for the second quarter of many
states' FY 1993 (M) using a 'best guess”
approach to the pamissibility of state tax and DSH programs.

Status: Missouri has passed d provider tax. Misscuri continues to
make large DSH paymemts ($391 million for FFY 1993). ROS have
just completed a major data collection affart for all states.
The data will be used to calculate the caps on denations/taxes
and DSH payments established by the law. Three issues
involving the Missouri tax have been referred to CO for
resolution and are pending there at the momemt. CO has a
largs volume of similar referrals from other ROs. There is
a great deal of naticnal pressure being put on HCFA to pub
its regulation and clarify these individual issues. fame T
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THE NEED FOR REFORMS
A

Not Enough Access

o 34 million uninsured
-many are poor or low income
--poor 31%
--near poor 9%
--low income 22%

--middle income 27%
--high income 12%

-most in families with at least one employed adult
--with an employed adult 77%
--without employed adult 23%

—employed adults in small businesses

--under 10 employees 49%
--10-25 employees 19%
--26-100 employees 17%
--101-500 employees 9%
—-over 500 employees 7%

o Job lock
-employees fear job change because of
—--loss of insurance

-] 111 t ins j
Py lnability 'o get lnsurance on new job
Why
-insurance limited and expensive for small business
-unemployed lack insurance except Medicaid for poor
-insurance practices
--seek to insure the healthy
--exclusion for preexisting conditions
Costs Rising Too Fast
o $800 billion ‘in 1992
-aging population
-expensive new technology
o 13% of GDP
o $12,000 insurance cost by year 2000
o too much emergency care
Why?
o No real competition
-"blank check" insurance coverage
-insurance companies exclude higher risks
o Administrative costs
-high costs for small business insurance
—-paperwork burden
o Defensive medicine
- $20 billion in defensive medicine
(N - high malpractice insurance costs
o No insurance

-Uninsured use emergency room instead of less expensive
preventive care and "front door" primary care
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THE BUSH PLAN

Improve Access

(o]

o]
o
<€

Insurance Available to All
-95 million Americans benefit with access, continuity
of coverage and insurance market reform

Improved Mobility
- affordable insurance available to all
- no more job lock

Vouchers and tax deductions

-Universal access to private insurance market

-the poor receive voucher payments ($3,750 for a
family) to buy basic health care plan

-low and moderate income Americans receive a health
insurance tax deduction ($3,750 for a family)

-self employed can deduct 100% of insurance costs

No insurance conditions
-no more pre-existing condition clauses
-guaranteed renewability

Reduce Costs

o

Create real competition
-insurance companies can no longer insure only the
healthy, the lowest risk group

Cut paperwork
-electronic records replace paper-based health care
records and billing

Preventive care

-prevention can drastically cut up to half the 2.2

million U.S. deaths per year
--between 40% and 70% of all premature deaths,
one-third of all acute disability, and two-thirds
of all chronic disability can be eliminated by:
improved diet, prenatal care, exercise;
elimination use of tobacco, alcohol and illegal
drugs; and increased use of seat belts

Cut defensive medicine

-defensive medicine estimated to cost $21 billion per
year

-malpractice insurance doubled from $2.7 billion in
1984 to $5.6 billion in 1989
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THE BUSH PLAN (Continued)

o Eliminate mandates, create networks, more information
—-current state mandates increase premium costs 3% to 5%

—encourage Health Insurance Networks (HINs)
--pool small businesses purchasing power

o Automation and coordination
-standardize claim forms and procedures to lower
administrative costs
-Encourage coordinated care programs (HMOs and PPOs)
which bring competitive pressures

o Universal access
-allows preventive care

--vaccination
--screening programs, e.g., mammogram (breast
cancer), pap smears (cervical cancer), PST test
(prostate cancer)
--health promotion, reduce smoking, increase seat
belt use, prenatal care

o Malpractice reform
-reduce non-economic damages (pain & suffering)
--cap allowable amount
--eliminate joint and several liability
-prevent double recovery (eliminate collateral source
rule)
-structure payments instead of lump sum
-promote ADR, alternative dispute resolution
-English rule if ADR refused

- give consumers better information about available care
services in their community.

No taxes hike: uses savings to pay for insurance vouchers
and tax deductions.

Less requlation: cuts back on costly state mandates and
other restrictions that prevent coordinated care.

High quality: improves efficiency of current US health care
system.

Real competition: a market-based system, not government run.




CLINTON PLAN
Improve Access

o Mandate insurance
-all business required to provide employee health insurance
-September 24th proposal, "private coverage" through
"publicly sponsored" purchasing groups
--will absorb Medicaid
-last proposal had government run insurance

o More government insurance

-government will operate purchasing groups
How
o Flip Flop Flip on Taxes

-last proposal included payroll tax increase of 7% or 9%
-could go up to 15% in future years
-at 7%, 710,000 jobs lost in the first year
-- 300,000 from firms with fewer than 20
employees.
-At 7%, another $37 billion to cover shortfall.

-September 24 proposal
-does not describe funding
—== could be the 7% or 9% payroll tax
—== could be employer funded with tax credits for
small business
-self employed can deduct 100% of insurance for taxes

Reduce Costs

o Bureaucrats decide, not you .
—government sets health budgets and sets fees for all
providers

o Cut paperwork?

-new budgets will increase, not cut paperwork

o Preventive care
-adopts Bush proposals

o Cut defensive medicine?

-no details except alternative dispute resolution
How
o National & State Budgets

-New federal bureaucracy would set "National Health Budget"
- budget would increase only as much as wages
-- a real cut in health resources
- limits total amount that may be spent on health care
by federal and state governments.
- federal government takes control of more than 13% of
our total GDP



CLINTON PLAN (Continued)

- Bureaucratic budgeting will create waiting lines for
health care and cutback technological breakthroughs--
new medicines, devices and therapies.

-States will establish fee schedules for all pavers
including doctors to meet the global budget tarqgets

o More government requlation

-price controls on drugs, and eliminate certain tax
incentives available for drug companies
-- discourages investment in new breakthrough drugs.

o Universal access

-guaranteed insurance through employers or government
sponsored programs that will include Medicaid patients

o Malpractice reform opposed by Clinton in Arkansas.
-Clinton refused to sign legislation expanding good
samaritan coverage to enable more emergency health care

-Clinton refused to pursue tort reform in Arkansas

Higher taxes: program is not self funding, will require taxes to
pay for tax credits, possible new payroll tax, and increased
income tax

More regulation: government run budgeting will add red tape for
all involved in providing health care

Lower quality: government imposed pricing restrictions for
doctors, drug companies, etc. will force quality to deteriorate

Rationed care: government imposed restriction on quantity of
service and prices will force patients to line up for care as in
Canada




NOTES ON RURAL HEALTH CARE ISSUES

Rural Americans--one-fifth of all Americans

o

(o)

One out of six (18%) has no health insurance because
-One out of six in poverty (18%) (13% in cities)
-One out of six unemployed (18%) (12% in cities)

Compared to urban areas, rural Americans have
-higher rates of chronic disease

-higher ‘injury related mortality

-slightly greater infant mortality

Often population insufficient to adequately support
local health services.

Lack of transportation for access to health care

Rural Hospitals

(o)

Rural hospital crisis.
-10% rural hospitals closed in last decade
-others no longer need for inpatient services

In 1990 ratio of hospital beds to residents is about
the same in rural and non-rural American (4 to 1000)

Increasingly difficult to recruit and retain variety of
qualified health personnel needed.

Federal Role in Rural Health Care

(o]

Federal sources provide néarly one-half (44%) of rural
health resources

-Medicare and Medicaid--direct payment for health
services.

-Block grants--maternal and child health, preventive

health services, alcohol, drug abuse and mental health
block.

National Health Service Corp
—-care providers
-education, scholarship & placement

Grants to schools educating primary care providers

Federal Area Health Education Centers Program
-links medical centers with rural sites

Grants to Community and Migrant Health Centers



o Primary Care Cooperative Agreements
o Rural Health Care Transition Grant Program. During
past 4 years
-=$70 million invested to help rural hospitals
change to meet community needs
--$7 million available this year for new starts.

o Essential Access Community Hospital (EACH)
--Medicare initiative
--$10 million in grants to States and hospitals for
designation, conversion and development of rural
hospital networks)
--so far 7 states, 45 hospitals (CA, CO, KS, NY, SD,
Wv)

o President Bush phased out (by October 1, 1995)
Medicare differential between urban and rural
standardized payments for inpatient hospital services

o New medicare physician payment system. Pays docs on
relative resources (time, intensity, risk). Primary
care payments should increase, specialists, decrease.
Should benefit rural docs who are more primary care.

o New prospective payment system (October 1, 1991) for
inpatient hospital related capital-costs. Isolated
rural hospitals will receive payment for at least 90%
of reasonable inpatient capital related costs. Other
rural hospitals receive payments of at least 70% (10 yr
phase in)

o HHS watchdog office for rural care.

American Farm Bureau

Supports incremental market changes and strongly opposes
"play or pay," Canadian, and other national insurance approaches.
Farm Bureau five principles:

1. Promotion of personal wellness, fitness and preventive
care as basic goals.

2 Minimal government intervention in decisions between
providers and receivers of health care.

3. Federal tax policies that encourage individuals to
prepare for future health care needs.

4. Direct government financial assistance for those who
are economically unable to pay for health care needs.

5. Government programs like Medicare and Medicaid properly
compensate providers.



HEALTH CARE INDUSTRY FACTS

Overview

£

- In 1992 estimated spending of $800+ billion, growing at
twice the rate of inflation, 13% gdp

37% hospital care

30% professional services

8% drugs and other medical non-durables
8% nursing home care

2% vision

15% assorted other

- Private sector expenditures 57%, primarily for insurance

- in 1988, 6780 hospitals, with 1.2 million hospital beds

- more than 25,000 nursing homes, with more than 1.6 million
residents

U.S. Employment

8.2 million person in 1990
9.1% of total US employment
from 1988 to 1990 8% increase of 700,000 persons

--physician offices 1,098,000
--dentists offices 580,000
--chiropractors 90,000
PN ——hosp@tals . 4,690,000
{ \ --nursing facil. 1,543,000
--other 1,446,000

- approximately 22 physicians per 10,000 people in 1989
- one active registered nurse for every 148 Americans

World Leader

In pharmaceuticals
-R&D grown from 12% in 1980 to 15% in 1991
-R&D greater than $9.2 billion

-positive trade balance

-exports exceed imports by $1 billion in 1991
-US manufacturers account for 42% of major
pharmaceuticals marketed worldwide

In health care devices and supplies
- US supplies 47.5% of world production
- Exports were $7.9 billion in 1991, imports of $4.1
billion

Medical training
-12% or 2,259 foreign born medical school graduates out
of 18,450

s Services to foreign persons in US and abroad.
-$1.3 billion in services to foreign persons
-Abroad 9 investor-owned hospital companies own 79
facilities with 10,041 beds, and manage 3 facilities
with 845 beds in foreign c<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>