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NEWS

FOR IMMEDIATE RELEASE CONTACT: An Fleischer or Scott Brenner
February 9, 1997 (202) 225-89553

_Congressional Leaders Urge President to
Submit Tax Slmphﬁcatlon Proposal

Cite $4 Billion IRS Computer Failure as Why Tax System Must Be Reformed

Washington - Citing a just-revealed $4 billion failed effort by the Intemnal Revenue Service to
construct a hew computer system as a repercussion of a complicated tax code, Congressional
leaders today asked President Clinton to submit a proposal to fundamentally reform the nation's
tax system. '

In a letter to the President, the Congressional leaders wrote, “The IRS’ failure to efficiently
manage and realize its computer modemnization objectives has a direct correlation to the abysmal
quality of the agency’s service to the nation’s taxpayers. IRS’ management failures must be
viewed in the context of a tax code which has.grown so horribly complex that many Americans
despair that only someone with advanced degrees can even hope to figure it out.”

The letter was signed by Speaker Newt Gingrich. Senate Majority Leader Trent Lott, House
Majority Leader Dick Armey. Senate Majority Whip Don Nickles, House Ways and Means

Committee Chairman Bill Archer. and Senate Finance Committee Chairmian oill koth.

The leaders asked the President to submit a proposal that would make the tax ¢ode. simpler.
fairer and less intrusive into the daily lives of Amencans.

“We believe there is no single more imponant action that you can take in your second term to
build a stronp bridge into the 21" Centuny . and we stand ready to werk with th; Admxms\muon

on a biparusan basis to achieve lhxs vital goal.” the leaders wrote.

They urged the President to submuit the proposal by Mav 1, 1997,

(Text of Lener Atached)
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Congress of the Wnited States
TWashington, DT 20513

February 9, 1997

&

"The Honorable William J. Clinton
President
The White House
Washington, D.C. 20500

Dear Mr. President:

After spending over four billion taxpayer dollars, the Internal Revenue Service
(IRS) last week acknowledged that its much heralded Tax Systems Modernization (TSM)
effort “doesn’t work in the real world” and has been a dismal failure. Examples of
mismanagement and wasteful spending pervade the modemization effort.

e Hundreds of millions have been spent developing the Integrated Case
Processing System (ICP), a key information system designed to allovs IRS
customer service representatives to quickly access in one step all the data
needed to answer taxpayer questions or resolve problems. To date, ICP’s
promise remains unfulfrlled and IRS service representatives may still have to -
access up to nine separalc computer systems to answer taxpayer inquiries.

e IRS’ efforts to move toward electronic capture of data in lieu of the current
labor-intensive tax return processing system, which relies on thousands of
employees to transcribe data from paper returns to a system, has been plagued
with problems. The Service Center Recognition/Image Processing System
(SCRIPS), the first of what was to be two document iimaging and scanning
systems, has seriously underperformed, has cost more than originally
estimated, and has not resulted in any significant labor cost savings.

- Afier spending almost $1 billion to develop the second document imaging
svstem which was 1o replace SCRIPS, the IRS announced last fall that it was
terminating the Document Processing System, with noth'mg‘to show for its
investment.
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The IRS’ failure to efficiently manage and realize its computer modemization
objectives has a direct correlation to the abysmal quality of the agency’s service to the
nation’s taxpayers. In a recent survey by the American Society for Quality Control, the
IRS ranked dead last in customer satisfaction among 200 companies and government
agencies. Last year, almost 75 percent of the taxpayers who tried to call the IRS for
assistance failed to get through. : . -

Evcn';;worsc IRS business operations are now totally dependent on the continued
functioning of legacy computer systems installed in the 1960s — systems which

i . themselves are at scrious risk with the coming century change and the need to rcprogram '

their millions of lines of obsolete computer software code.

IRS’"'management failures must be viewed in the context of a tax code which has
grown so horribly complex that many Americans despair that only someone with
advanced degrees can even hope to figure it out. Today, the Internal Revenue Code and
regulations come in at one million words and 5000 pages. On average, the code is
“reformed” once every 1.3 years. Just since the Tax Reform Act of 1986, several
thousand sections have been added. According to 1995 IRS estimates, businesses will
spend about 3.4 billion hours and individuals will spend about 1.7 billion hours embroiled
in tax-related paperwork. As the Kemp Commission noted last year, that means nearly
three million people — more than all those serving in the U.S. armed forces — work full
time all year just to comply with the tax laws, at a cost of some $200 billion a year. This
translates into a tremendous productivity loss for our nation.

As you well know, the U.S. cconomy is extraordinarily dynamic. Innovation and
flexibility are its hallmarks, and nowhere has innovation proceeded more rapidly than in
financial markets. Unforwunately! under our current tax system, much of the ingenuity of
Wall Street 1s directed toward obtaining the best tax results in connection with any '
particular economic activity, rather than expanding economic growth. Clearly, the
inflexability of our curent iax systein and the agency which administers it impede the
nation's potential for economic expansion.

We believe that the factors we have cited present a dramatically compelling case
for fundamental reform of our nation’s tax system. If the Federal government continues
along the road it is traveling, the IRS™ demonstrated inability to keep pace with the rapid
changes in information technolug: and the cver-growing complexity of our tax laws are
soon headed for a critical convergence — where IRS’ systems will simply no longer be up
to the challenge of supporting IRS" corc responsibilitias.
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For that reason, we urge you to propose to the Congress by May 1, 1997, a
proposal to fundamentally reform our nation's tax system. We belicve that fundamental
tax reform should achieve the following objectives:

a tax system that is fundamentally fairer than the current income tax, that
contains no loopholes or special treatment for favored interests;

E
a tax system that is vastly simpler;

a tax system that is capable of enforcement in a far less intrusive manner, bdth )
in terms of the reducing the burdens placed.on taxpayers to comply with the

_system, and eliminating the need for an intrusive agency to administer it;

a tax system that enhances, rather than impedes, savings and investment,
economic growth and advances U.S. living standards;

a tax system which can respond more flexibly to rapid changes in information
technology.

We believe there is no single more important action that you can take in your
second term to build a strong bridge into the 21* Century, and we stand ready to work
with the Administration on a bipartisan basis to achieve this vital gcal.

Sincerzly,

ew1t Gingrich Trent Lott
Spcakcn:)’f/t;'Housc ' - Senate ajonty Lcadcr
Dick Armey Mon Nickles
House Majonity Lcadcr Senate Majority Whip

ill Archer William Roth

Chauman

Chatrman

Commitice on Ways and Means Committee on Finance



In Modernization;
Urges Cor,_;t*ractPlan

By DAVID CAY JOHNSTON

WASHINGTON, Jan. 30 — The In-
ternal Revenue Service conceded to-
day that it had spent $4 billion devel-
oping modern computer systems
that a top official said **do not work
1n the real world,” and proposed con-
tracting out the processing of paper
tax returns filed py individuals. That
would allow non-Government work-
ers to see confidential information
about the- tncomes of individual
Americans.

Arthur Gross, an Assistant Com-
missioner of lnternal Revenue who
was appointed 10 months ago to res-
cue the agency's efforts, said cus-
tomer service representatives must
use as many as nine different com-
puter terminats, each of which con-
nects to several different data bases,
to resolve problems.

**Dystunctional as some of these
systems may be today,” Mr. Gross
said. the LR.S. ‘15 wholly dependent
on them" to bring 1n the $1.4 billion of
taxes that finance the Government
He expressed doubt that the agency
was capable of developing modemn

‘computer systems, saytng il lacked

the ““inteliectual capuital™ for the job

The proposal o contract out the
processing of paper tax retums
would save little money, as it cosus
only $34 mallion for clerks to extract
tnlormauon {rom 200 mithion paper
tax returns and enter into | R.S. com-

New York Times Jan.

31, 1997

.. puters. But such a move Is sure to

arouse protests (rom LAXpayers con-
-¢cemed about who can sec how much

..moaey. they make and how much

they pay Wn tncome Laxes.
The Government Accounting Of-

. fice has sharply criucuzed the re-

.vel.LRS. admmistrauon of the mod-

ernuzation projecl, and the sgency

- has previousty acknowledged prod-

-lems with the effort. But Mr. Gross's

- comments marked the first time that
"1t sald it would have o scrap the

project altogether and stan over.

Mr. Gross's admission that the
Tax Systems Modemnmzation effort
has faied came 1 testimony before
the Nauonal Commission on Re-
structunng the LR.S. a biparusan
panel created by Congress to exam-
ine the agency's operations. The pan-
el 1s expected to press for a dilferent
approach to developing modem comn-
puter systems and 10 recommend
tnnovative ways 10 persuade more
Amencans to file their tax returns
electronically.

Mr Gross said the LRSS, had al-
ready killed one modermization

project. a plan to turm paper tax

" returns mto electronuc images, after
Sanng 124 mlillion o Lockheed

Martin. the nation's largest defense
contracior

A spokesman for the commtission
sud the cost of shutung down the
project ~will be. astronomicsl.” He
sud 12 othwr systems were under
review (o determine if they should
also be kilied.

The L.RS. taud 1t did not have an

. estmate of what ft mught cost to
cancel thase projects.

**We are making a systemauc ef-

fon o review cvery major system -

under development to determine 1f ot
18 worthwhile.” Mr. Gross said *“*Ang
fft1s not. tour judgment. a prudent
investmenl. we will recognue that
and s10p development.*

The laiture of the modernuzation
eftort will mean years of frustratson
for taxpayers who get into a dispute
wth the LRS, especially one that
nvolves records kept on twe or more

- of 1ts computer systems. -

Mr. Gross said that for the foresee-
able future the L.R.S. must continue
o work with doiens of antiquated
computer systems that cannot trade
wnformation with one another.

As the LRS. stanis over, Mr. Gross
sajd, 1t must abandon the ““big bang*’
theory of integraung all of fts com-
puters at once, and instead tmprove
operations piccemeal “We have o
move and bulld ofl what exsts to-
day,” he z3id tn an interview.

The proposal to have private con-
tractors process mdividual tncome

tax returns, as New York State does,

drew sharp questionung from Robert
Tobuas, president of the National
Treasury Employees Unioa. He said
that at a cost of 4 millog, there
was not much savings in the plan.

John Dalyrympie, the L.RS. ofli-
cial who made the proposal, sald that
just settang up a pllot program would
take the agency at lesst four and a
hall years, and added, “We are fully
cognuzant of the nsk inherent m -
ing such a cntical rystem over {0 an
outside Prxcessor.”

Severa) withesses cnticized the
L.R.S. for not actrvely macrkeung the
{iing of tax returns electronically.
1 ast year only 180,000 people flied
thesr retums through mtermedianes
after prepanng them with software
on personal computers. #nd oversll
only 10 percent of tax returns were
f1led electronically or by telephooe
in Australia 70 pervent of tax returms -
are filed electronscalty.

Tax retums prepared with com-
mercial 3oitware and then {Ued elec-
tronically are viniually ervror-frec,
the commission vas told. n contrast:
when [LR.S. clerks extract data from
paper tax returrs and enter the -
formation Into the agency’s compen-
er3, the erTor rate s 22 peroent, with
the clerks causung half the errort.

Tne LRS., wormed that hackers
will get into 1s computers, requires
that all electronic returns be fUed
through approved intermedianes,
who Charge as much as 119 per fe-
turmn for the service.

The policy on mtermedianes dis-
COUTagEs low-thCome Laxpayrrs
from using the scrvice and lavors
software compankes that dcvelop tax
preparatioa programs, said Joscph
F Lanc. a tax preparer m Mano
Park, Callf_ wha represented the Na-
t©onal Associapon  of  Enrolled
ALCNLS a preparel Org amMIalon,



LU Urges WILLLE [10USE LU el uLe

Consideration of Tax-Reform Matters

By Guze Hr 7 75 7 changed, and we hope be’ll accommodate
Staff Reporier of Taex Wart STRZTT JOURNAL that"

WASHINGTON - Republican leaders Though several tax-reform plans have
tried o breathe new life inlo the debate on  been floated on Capitol Hill, the Clinton
tax reformo, asiong President Clinton to  administration has to date stayed out of
submit by May 1 a blueprint for overhaul- the debate. Rep. Archer {avors teplacing
ing the way the government collects reve-  the income tax with a broad-based tax on
nues. consumption, while House™ Majority

But the White House said not so f{ast. Leader Richard Armey -(R., Texas) is

* GOP leaders poinledly described tax  advocating a so-called fiat income tax with
reform as a far-off goal when the 105th few or no loopholes.

Congress convened last month with Repub- “We'd like for-the president to have a
licans prepanng for acuon on sweeping  plan, so that we can work together,” Rep.
fegislauon to balance the budget by 2002,  Archer said. ;-

But 1n a letter sent 1o the White House, But &t the White House, spokesman
Speaker Newt Gingnch (R.. Ga.' and Barry Toiv said that “‘between now and
Senate Majonty Leader Trent Loit (R., Spring. we expect to focus on balancing the
Miss.) - joined by the chairmen of the budget and providing tax relief for working
congressional tax-wriing committees—  lamilies.” Mr. Toiv'said the White House
suggested the 1ssue of tax reform should  will fisten to any Republican proposal but

receive accelerated consideration. {eels that it already has taken a number of
“Qearty, the infiexsdility of our current  steps to simplify the tax system.
lax system and the agency which admin- In their letter to the president, the

isters it unpede the nation’s potential for  Republican leaders said, “We believe
economic expansion.” the leaders wrote. there is no single more important action
" “We believe the factors we have cited  that you can take in your second term to
present 2 dramatically compelling case for  build 2 strong bridge into the 21st Century,
fundamental reform of our nitions tax and we stand ready to work with the

system.” administration on a bipartisan basis to
The overture comes amid growing con-  achieve this vital goal.”
cern od Capliol Hill about management nf In the near-term, Rep. Archer empha-

the Internal Revenue Sernce and as some \\S12ed that the GOP Congress is ready to
Republicans. notably House Ways and mpromise with the White House on
Means Chairman Bill Archer of Texas. [ /budget and tax-relief legislation. He sald
have bequn sugresting tax reform could” ” he hopes the White House will agree to
help strengthen the financing of federal  higher tax cuts than the $100 billion pack-

benefit programs age proposed by the president, but *“I'm
“Today, we have seal & leller to the not locked in.”
pre=siden! urpng tum to subgul a tax And Fraak Raines, the White House

propost! Lo us that will be simpler. that will  budget chief, sald on CBS that the adminis-
be furer. that will creale economic  tration, too. Is open to compromise, specifi-
growth. and that will reduce the intrusion  cally on & reduction {n the tax on capjtal
of the IRS into our lives.” Rep. Archersayd  gains. “What we could be in favor of really
on CBS’s “Face the Nation.” “’It's not yust  depends a loton what it eosts,”” Mr. Raines
the IRS. tt's the system thal's got Lo be  said. “We are indeed willing to listen.*



Republicans Urge
Tax Reform Plan

2-=/0—-

Republican’ leaders saxd yester-
day that they want President Clin-
ton to propose a sweeping reform of
the U.S. tax system by May 1.

The leaders released a letter they
sent to Clinton cting a $4 billion ef-
fort by the lnternal Revenue Service
to build a2 new computer system that
they said was a failure as a major rea-
son why Clinton should propose a
coropiete overhaul of U.S. tax laws.

House Speaker Newt Gingrich,
Senate Majprity Leader Trent Lott,
House Mapnty Leader Dick Armey,
Senate Mapnty Whip Don Nickles
House Ways and Means Committee
[Oummn Bldl Archer and Senate Fi-
k nance Commsttee Chatrman Will:

Roth sent the letter to Clinton.

The tax system should be smmpler,
tbey saxd, “ehmmatmg the need for an
mirustve agency to administer it” and
enhancng savings and mvestment.,

Whate Hoese spokesman Barry Toiv

- said the admurustration already has
taken 2 munber of steps 1o simply and
redorm the tax system. He ated ef-
focts to smntdy pension plans for small
busmesses and to allow taxpayers to
file by tedephone or electronucally.

N\
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February 9. 1997. Sunday, BC cycle
LENGTH: 349 words
HEADLINE: Republicans call on Clinton to reform tax system
DATELINE: WASHINGTON

BODY: =
Republican leaders said Sunday they want President Clinton to propose a
sweeping reform of the U.S. tax system by May 1.
] . |

They réleased a letter to Clinton citing a $ 4 billion effort by the Internal
Revenue Service to build a new computer system that they said was a failure as a
major reason why Clinton should propose a complete overhaul of U.S. tax laws.

House Speaker Newt Gangrich, Senate Majority lLeader Trent Lott, House
Majority Leader Dick Armey, Senate Majority Whip Don Nickles, House Ways and
Means Committee Chairman Bjill Archer and Senate Finance Committee Chairman
William Roth sent the letter to the White House.

They said Clinton should propose fundamental tax reform that would contain
*no loopholes or special treatment for favored interests."

The tax system should be vastly simpler, they said, ®eliminating the need for
an intrusive agency to administer 1t" and enhancing savings and investment.

"We believe there 1s no single more important action that you can take in
your second-term to build a strong bradge into the 21st century and we stand
ready to work with the adm:nistration on a bipartisan basis to achieve this
vital goal." the Republican leaders wrote.

_They cited estimates tha: ) million Americans work full time all year to help
taxpayers comply with the tay laws at a cost of some § 200 billion a year.

“This translates into a tremendous productivity loss for our nation,* they
wrote.

White House spokesman Barry Toiv said the administration has already taken a
number of steps to simply and reform the tax system. He cited etforts to ’
simplify pension plans for small businesses and to allow taxpayers to file by
telephone or electronically

He said President Clintor has already made his tax proposals, which include a
$ 1,500 education tax credi: and $ 10,000 education tax deduction.

“If tie Republican leadership has other ideas, then we are obviously ready to
listen ro them.~ Toiv said ~Beitween now and early BpPring we expect to be
focusing on the enactment of! a balanced budget that provides tax relief to

a.‘,alk.r\,) ‘“ﬂ:"‘_s



- -—

PM -Tax Changcs 590

Rcpublicans press Clinton for tax overhaul plan
By JIM ABRAMS=

Associated Press Writer=

WASHINGTON (AP) Republican lcaders are pressing President
Clinton to come up with a plan to overhaul a tax system they say is
so complicated it has cven baffied the [RS' new multibillion-doliar
compuler systcm.

Failures in the Intemal Revenue Service's computer
modcmization program have “"a dircet corvelation to the abysmal
quality of the agency's scrvice to the nation's taxpayers,” six -
mecmbers of the GOP congressional leadership said Sunday.

In a lener, they urged Clinton to submit by May 1 a proposal to
**fundamentally reform our nation's tax system.” The new system
should be fairer, simpler, less intrusive, pm—growth and flexible
to technological changes, they said.

The lenter was signed by, Senate Majority Leader Treat Lott,

Senate Majority Whip Don Nickles. House Speaker Newt Gingrich,

House Majority Leader Dick Armey. Senate Finance Committee Chainman

William Roth and House Ways and Means Comminee Chairman Bill
—Archer, i

Clinton has agreed that the tax system needs to be changed to
make it simpler and 10 eliminate loopholes. But he has opposed more
drastic proposals by Republicans for a flat tax. in which almost
everyone pays the same rate regardless of income. or replace the
income tax with a national sales tax.

White House spokesman Bamry Toiv said Sunday that Clinton looks
10 case tax burdens through such means as electronic or telephone
filing of retumns. simplifying pensions for small busincsses and
tax breaks targeted to families with children. **If the Republican
lcadership has other ideas. we're cerainly prepared to listen,”
he said.

The IRS has spent some $4 billion on a computer modemization

- program that has been plagued by pmblcms such as daubascs unable
10 communicate with cach other.

Speaking Sunday on CBS’ “"Face the Nation.” Archer, R-Texas,
said ““the big pan of the problem is that the tax code is so
complex that it defies implem=ntation. ... It's rot juzt the IRS,
it's the system that's got to be changed.”

Republicans will be pushing for more tax relier as they open
negotatons this week with the White House on the administration's
plan to balance the budget by 2002, said Archer. ""The bigger the
numbsr the bener.” he said. adding. “'I'm not locked into a magic
number ©

Clinton’s 1998 budgct allow s for $98 billion in tax cuts thmugh
2002. concentrating on breaks for collzpe students and a
$500-a~child wax credit. Republicans want twice that much, with a
far broader cut in capial gans taxcs.

Senate Budget Commeniee Chairman Pete Domenici, R-N.M., said the
Clinton budgct was lacking in steps to define the future of
Moedicare and other benefit programs. He said Republicans were
unhappy that 75 percent of the savings needed to balance the budget
arc to be achieved in the last rao vears of the five-year plan,

Domenici and other Republicans were sharply cnitical of the
president's budget when it was released last week, with Lott saying
he was “"gravelv depressed.”

But with Clinton scheduled to meet with congressional leaders on
Tuesday to get ncgotiations rolling. both sides were professing
optimism

“"The chances arc still good that within a reasonable time we
can get a bipanisan presidential congresstonal budget,” Domenici
said on CNN’s “"Late Edition ™

Sen. Chnstopher Dodd. D-Conn.. appeanng with Domenici, said:
“"This 1s the most optimistic }'ve been for a budget agreement in
more than a decadce.”



ownper to the FASIT, and regulations should clarify the
tax consequences {f a person other thao the owner
sells property to a FASIT in exchange for a regular
interest, the report said.

The rules also should clarify that regular interests
can be issued op the startup day of a FASIT as well as
after, and that the interests can have a principal
amount that increases as the holder makes new invest-
ments and cap provide for passthrough of customary
prepayment penalties on underlying assets, the report
said.

The association also made recommendations in con-
pection with debt instruments, total return swaps, and
other boldings by FASITs.O

Tax .Ra!orm

GOP Leaders Call On President Clinton
To Propose Comprehensive Tax Overhaul

House and Senate Republican leaders and top tax
lawmakers Feb. 9 called on President Clinton to come
forward with a’ plan for overbauling the income tax
code, in light of the Internal Reveoue Service's failure
to properly manage collection and enforcement of the
current system.

“We urge you to propose to the Coogress by May |,
1997, a proposal to fundamentally reform our nation’s
tax system’ that is fairer and simpler than the current
system, that enhances savings and investment, and
that can adapt to changes in information technology.
the leaders said in a letter to Clinton. -

The letter was signed by House Speaker Newt Gin-
grich (R-Ga). House Majority Leader Richard Armey
(R-Texas), House Ways and Means Committee Chair-
man Bill Archer (R-Texas), Sepate Majority Leader
Trent Lott (R-Miss), Senate Majority Whip Don
Nickles (R-Okla), and Sepate Fiunance Committee
Cbairman William Roth (R-Del). :

The six lawmakers said in their letter thesr concrern
was prompted by IRS" mention during the week of
Jan. 27 that the tax systems modernizalidon program
bas been a lailure. IRS Chief Information Officer
Artbur Gross discussed TSM's failure at a ma=ting of
the National Commicsion on Restructuring IRS Jan.
30. While TSM's systemic problems bave long been
acknowledged by Treasury, Gross’ tesumony {ocused
pew atteotion on those problems (22 DTH. G-5.
1/21/97).

IRS Failure B:amed On Complex Tax Code

“IRS’ management failure musi be viewed o the
context of a tax code which has grown so bormibly
complex that inacy Americans despair that only
someone with advanced degrees can even hope to
figure it out,” according to the letter.

Archer, appearing Feb. 9 o2 the CBS programr
“Face the Nation.” said Clinton needs to understand
that “it's not just the IRS; it's the system that bas got
1o be changed. And we hope that he'll accommodate
that" Clinton should offer bis own plan “so that we

can work together and overbaul [the tax code]™ Ar-
cher said.

Clintoo administration officials have said repeated-
ly that they do not want to throw out the current
system of a progressive income tax, but would rather
make proposals for improving it. Toward that end,
Clinton ip his fiscal 1998 budget plan released Feb. 6
said the administration would soon send Congress a
package of simplification proposals (26 DTR G,
2/1/97).

White House spokesman Mike McCurry said Feb. 10
that while the administration “is"very interested in tax
relief or tax reform,” the president coantinues to define
“reform” as meaning simplification and improvemnent
6! the current system.

The administration, in fact, believes “we’'ve done a
lot with respect to that subject already,”-including -
easing tax filing procedures, M said. . .

What Congress and the White House need to focus
on now are the tax relief measures in the president's
budget, McCurry said, though be added, “we'd wel-
cdme the opportunity to see if Chairman Archer or
others have additional ideas."(0

— By Joan Pryde

U.S. Budget

Senators Say Children';s Health To Be
Major Democratic Issue In Budget Talks

The well-being of the nation’s children will be a
major Democratic issue in upcoming budget negotia-
tions, Sens. Jobn D. Rockefeller (D-WVa) and Paul
Wellstone (D-Minn) emphasized Feb. 10.

“Democrats are determnined to make coverage for
those kids who don’t have bealth insurance a flat-out
priority,” Rockefeller told reporters at a Capitol Hill
briefing. “Expect Democrats to be massively aggres-
sive on children's bealth care.”

Rackefelier Las announced plans to add a bill of his
own to a growing cumber of Democratic proposals to
improve health insurance for children, including a
plan by Senate Minority Leader Thomas A. Daschle
{D-SD) to provide tax subsidies for such insurance (7
DTR G-7, 1/10/97). - ‘

A Rockefeller legisiative aide told BNA Feb. 10 that

“the senator plans to introduce his own legislation soon. -

The West Virginia secator's proposal is likely to io-
clude a combination of “some very targeted tax cred-
its” for children's healthb insurance and improvements
and expansions to Medicaid, the aide said.

Despite the imminence of budget talks, the aide told-
BNA, it is premature to discuss Rockefeller's proposal
in more specific detail because the senator is trying to
work with Republicans to craft the plan before it is
introduced.

‘Kids Are Going To Be A Huge Issue’

Rockefeller and Wellstone met with reporters sim-
ply “to make sure that everyone knows that when we
start these budget negotiations, kids are going to be a

Copyngnt © 1997 by THE BUREAU OF NATIONAL AFFAIRS INC . Wastungton D C 20037
0092-6484/97/10+31.00



THE WHITE HOUSE

WASHINGTON

January 19, 1997

TO: MICHAEL WARREN -

FROM: MARK MAZUR VOV

SUBJECT: COMMERCE REPORT ON PRICING OUTLOOK

You asked whether Gene Sperling should see the memo from Secretary Kantor on the
Commerce Working Group on the Pricing Outlook. I think it would be helpful for Gene to
review this information as the Secretary sends it over because it provides a shorthand
description of potential price level problems. While inflation is quiet now, this report could be
extremely useful if price pressures increase. Moreover, it might give advance warning for
upcoming price increases in specific industries.

It is not necessary for Gene to review the entire report. Rather, the front page plus a
summary should suffice. The summary should list in two columns those industries with
upward price pressure and those with stable or declining prices and include a sentence on labor
costs. For this month’s report, the summary would look like:

Industries with Upward Price Pressure Industries with Stable or Declining Prices

Steel Automobiles
Aluminum Aerospace
Zinc Medical-devices and instruments
Petroleum products Semiconductors
(e.g., heating oil, gasoline) Computer equipment
Natural gas Textiles and apparel
Chemicals
Copper
Coal
Electricity

Labor Costs: Labor costs are beginning to increase for non-farm business as a whole, but
labor costs in manufacturing are still declining.
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MEMORANDUM FOR THE HONORABLE LAURA TYSON
ASSISTANT TO THE PRESIDENT
FOR ECONOMIC PO

FROM: Michael Kantor

SUBJECT: November Report of the Commerce Working Group
on the Industry-Level Pricing Outlook

At the November 15 meeting of the Commerce Working Group on the Pricing Outlook, industry
experts reported that inflationary pressures remained minimal. Industries with stable to declining
prices include: autos, aerospace, medical devices and instrumentation, semiconductors, computer
equipment, textiles and apparel, chemicals, copper, coal, and electricity. These industries
account for nearly 60 percent of overall private industry output and continue to far outweigh
those experiencing upward price pressure.

Industry analysts expect steel, aluminum, and zinc prices to experience some upward pressure in
the near future. In addition, heating oil, natural gas, oil, and gasoline could experience at least
some temporary price pressure. Some raw materials used in fabrics for home furnishings are also
beginning to see some upward price movement as supplies tighten.

Unit labor costs (which adjust increases in compensation for productivity improvements) are
beginning to increase for non-farm business, as a whole, but those for the manufacturing sector
continue to decline.

Enclosure
cC: Jared Bemnstein
Joseph Minarik

Alicia Munnell
Joseph Stiglitz

THE SECRETARY OF COMMERCE



INDUSTRY-LEVEL PRICING OUTLOOK

November 1996

U.S. Department of Commerce

Economics and Statistics Administration
International Trade Administration
Washington, D.C. 20230

Contact: (202) 482-0096 or (202) 482-26G56

At the November 15 meeting of the Commerce Working Group on the Pricing Outlook, industry
experts reported that inflationary pressures remained minimal (Tables 1 and 2).! Industries with
stable to declining prices include: autos, aerospace, medical devices and instrumentation,
semiconductors, computer equipment, textiles and apparel, chemicals, copper, coal, and
electricity. These industries account for nearly.60 percent of overall private industry output and

continue to far outweigh those experiencing upward price pressure (Figures 1 and 2, and Table
3).

Industry analysts expect steel, aluminum, and zinc prices to experience some upward pressure in
the near future. In addition, heating oil, natural gas, oil, and gasoline could experience at least
some temporary price pressure. Some raw materials used in fabrics for home furnishings are also
beginning to see some upward price movement as supplies tighten. .

Figures 3 and 4, incorporating data through the third quarter of 1996, show unit labor costs
(which ad;ust increases in compensation for productivity improvements) beginning to increase
for non-farm business, as a whole, but those for the manufacturing sector continue to decline.

INDUSTRIES

Autos

Industry experts expect little or no upward price pressures as strong competition continues
throughout the vehicle market. The weakening of the yen has given the Japanese incrcased
flexibility to maintain or reduce prices in the U.S. to maintain or even increase market share.
The only pressure for price increases will come from suppliers that are increasingly operating at




capacity. Even if suppliers increase prices, however, auto manufacturers probably will not be
able to pass these through to consumers.

Agrggpace

Commerce experts noted a sharp rebound in sales and orders in the civilian transport market, but
competition from Airbus and continuing excess capacity should hold price increases down. The
military market is flat. -

Medical devices and instrumentation

Industry experts foresee no price increases in the medical devices industry. The U.S. industry is
operating at below full capacity, with some consolidation of companies. Cost-consciousness
among primary and secondary consumers of medical products will continue to restrain prices.:

- Downward pressure on pricing for instrumentation should continue according to industry experts.
Heavy discounting reflects industry consolidation, declining demand, excess capacity, and
demand for products with fewer options and features.

Semiconductors

Industry analysts expect prices to continue to decline moderately through the end of the year.
Prices for dynamic random access memory chips (DRAMS) tumbled at the end of October and
early November, following a brief uptick due to demand by PC manufacturers gearing up for the
holiday buying season. Commerce experts do not anticipate a major shortage of DRAMs or a
long-term price increase because of large investment in new capacity.

uipment

Industry experts report price declines of 20 to 26 percent in personal computers due to lower
component costs and fierce competition for market share from Japanese producers entering the
market for desktop personal computers. Prices for microprocessors have declined 20 percent
since April and DRAMs prices have been cut S0 percent since last year.

I'extiles and apparel

Costs for textile raw materials have been declining for the past few months. Recently, however,
supply is tightening for many types of fabric and prices have begun to firm up for some textile
mill products, especially fabrics used for home furnishings. Apparel manufacturers expect
continued consumer resistance and soft consumer demand to continue to restrain prices and
profit margins in 1997.



Chemicals

Industry analysts expect little pressure on chemical prices because of a strong dollar, a slowing
U.S. economy, weak export growth, and global competition. Prices of some chemical products
including industrial gases, plastic resins, and man-made fibers have risen recently and could rise
further because of raw material price increases already in the pipeline. Several basic industrial
organic chemicals appear to be weak and could decrease from current levels over the next few
months. -

Energy

Oil industry experts expect world oil prices to decline in the near term because of increased
production. However, in the very short-term, the next several months, prices could remain
relatively high and stable. Heating oil prices have increased recently, however, because early
cold weather curtailed normal inventory accumulations. After January 1997, prices should begin
to decline. Natural gas prices are also up over last year due to low autumn inventories and early
winter weather. Assuming a normal winter, prices should begin to decline in February 1997.
Competition and deregulation should hold coal and electricity prices in check over the next year.
Industry experts expect gasoline prices to increase again over the winter as crude oil prices
remain high. There could be a repeat of last year’s gasoline price spike next spring if stocks are
low coming out of the winter.

Metals
Copper prices are rebounding following a plunge related to the Sumitomo trading scandal. Price
increases will be kept in check in the comiag year, however, by an expected supply glut.
Increasing demand and high, but shrinking glctal inventories shiould bocst alumnuir prices.
Zinc supply shortages could decrease inventories to a level that will force prices up abcut 10
percent on average from 1996 to 1997. Future lead prices depend on global climate conditions; a
cold winter would result in higher prices for lead as demand for replacement batteries for
automobiles increases.

Large integrated steel mills are implementing price hikes for flat rolled stee! beginning in the
fourth quarter 1996. This has spurred a surge in imports in rccent months, especially from
Europe. In the coming year, the ability of U.S. mills to make price hikes stick hinges on
European economic recovery.

1. The consumer price index for all urban consumers (seasonally adjusted CPI-U) rose 0.3 percent in October 1996, the
same as in September. Food prices increased, specifically prices of dairy products and fresh fruits and vegetables. In
addition, energy prices also rose. In November, the producer price index for finished goods (seasonally adjusted PPI) rose
0.4 percent, following increases of 0.2 percent in September and 0.3 percent in August. The manufacturing PPI increased
0.5 percent in October, after minimal increases in September and August . The increase resulted from the rise in prices for
transportation equipment, petroleum refining, and furniture and fixtures.



Table 1. Percent Changes in Consumer Price

Index (CPI) For All Urban Consumers

Changes from preceding month

(Seasonally adjusted)
Expenditure
category Aug-96  Sep-96  Oct-96
ALL ITEMS 0.1 0.3 0.3
Food & beverages 0.3 0.5 0.6
Housing 0.2 0.2 0.3
Shelter 0.1 0.2 0.3
Apparel & upkeep -1.4 0.5 0.5
Transportation -0.2 0.5 ~ 0.1
New vehicles 0.1 0.6 -0.2
Medical care 0.2 0.2 0.2
Entertainment 0.2 0.1 0.1
- Other goods & services 0.3 0.0 0.4
COMMODITIES & SERVICES
All items 0.1 0.3 0.3
Commodities -0.1 0.4 0.4
Durable goods 0.1 0.3 -0.1
Services 0.2 0.2 03

Source: Bureau of Labor Statistics.




Table 2. Percent Changes in the Producer Price Index
(PP]) For Selected Commodity Groups

. Changes from preceding month
(Seasonally adjusted)
Expenditure
category Aug-96  Sep-96  Oct-96
FINISHED GOODS '
Women's apparel 1/ -0.2 0.1 0.3
Men's & boys apparel -0.2 0.0 0.2
Gasoline " 09 0.9 5.5
Newspaper circulation 0.3 -0.2 1.0
Household furniture 1/ 0.0 0.1 0.1
Household appliances 1/ 0.1 -0.1 -0.2
Passenger cars -0.2 1.2 -1.6
Capital equipment -0.1 0.3 -0.4
INTERMEDIATE GOODS
Synthetic fibers 1/ 0.0 0.3 -1.5
Industrial chemicals 1/ , 0.5 0.4 -0.1
Plastic resins & materials 1/ 1.6 1.8 0.9
Plywood 1/ 2.0 5.7 -3.8
Woodpulp 1/ 2.3 -0.3 0.3
Paper 1/ -0.3 -1.2 -0.8
Paperboard 1/ -0.1 -0.1 -1.0
Materials & components
for construction 0.3 04 ., -03
Softwood lumber 1/ 43 2.7 -5.1
Cement 0.2 0.4 0.3
Concrete products 0.0 04 0.1
Gypsum prod:cts 1/ 3.7 1.1 1.8
Steel mill products 1/ 0.6 0.3 -0.1
Primary nonferrous metals 1/ 9.9 -0.5 -1.6
Motor vehicle parts 1/ 0.0 0.0 0.1
Aircraft parts & aux. equip., nec. 1/ 0.0 0.1 0.1
CRUDE GOODS
Raw cotton 6.5 -2.9 1.2
Cattle hides 5.1 -3.6 12.1
Natural gas (to pipelines) 1/ -1.2 -6.4 -3.2
Crude petroleum 1/ 3.2 73 8.5
Logs, timber, etc. 1/ 1.6 0.8 1.7
Wastepaper 1/ 2.7 29 8.6
Iron & steel scrap 1/ 0.0 0.4 4.3
Copper base scrap 1/ 4.1 -13 0.1
Aluminum base scrap 0.6 1.7 -1.5
Construction sand, gravel,
& crushed stone 0.1 0.0 0.1
1/ Not seasonally adjusted.

Source: Bureau of Labor Statistics.




Table 3.
A Recent History of Inflation Pressure By Industry Sector

) ) &) 4) &) (6)

Cum.
Percent of Percent of net
Date Sectors added pvt. industry Sectors dropped pvt. industry  total*
Dec 95 Sectors described below** 14.7
Jan 96 Hotels, lodging 0.9
Oil & gas extraction 1.2 16.8
Feb 96 Non-metallic minerals 0.1
Television and radio 0.7 17.6
Mar 96 Petroleum 0.5 18.1
Apr 96 Legal Services 1.5 19.6
May 96 Tobacco 04 - Printing --14 -
Personal care serv. -0.4 18.2
Jun 96 Air transportation 0.9 Medical care serv. -6.7
Lumber 0.5 12.9
Jul 96 Oil & gas extraction -1.2 11.7
Aug 96 Non-metallic minerals0.1
Entertainment serv.- 1.3 10.3
Oct 96 Petroleum -0.5
Legal Services -1.5
Farm products -1.5 6.8

*For each month, previous cumulative net total plus sum of column (3) minus sum of column (5).

**As of December 1995, these sectors showed inflationary pressures (deiined as price inflation above
3.5 percent at an annual rate over the previous six months): medical care services and insurance,

~ education, printing, auto insurance, miscellaneous repair services, food and farm products, personal care
- services, and entertainment services.

tes:

The third and fifth columns of the table indicate the weight that each sector has in total private industry,
while the sixth column shows the cumulative total of such sectors in a given month. Total does not
include sectors for which data is unavailable: wholesale, retail, finance, and business and miscellaneous
services sectors.

Remaining on list, end of October 1996: education, food, television and radio, hotels and lodging, auto
insurance, air transportation, lumber, tobacco, and miscellaneous repair services.

Caution: Because small changes in inflationary pressure can cause large sectors to be added or
subtracted from the list in any given month, monthly movements in the sector total may overstate the
actual changes in monthly pressures. '



Figure 1.
Percentage of Private Industry Output Experiencing Price Pressure

Over the Last 6 Months (Apr. '96 to Oct. '96)
Based on 1994 output share

Price pressure Data not available *
(inflation over 3.5%)

No price pressure

* Data unavailable for the wholesale, retail, finance, and business and misc. services sectofrs.

Data sources are producer and consumer price indexes from the Bureau of Labor Statistics, plus

a few national income account price deflators and trade association price series. Sector weights are
determined by the gross product originating share of that sector in total private industry. GPO share
data is from the Bureau of Economic Analysis.

Figure 2.

Share of Private Industry Qutput Experiencing Price Pressure*
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Figure 3.
Compensation and Unit Labor Costs in Non-farm Business

4 quarter percent change
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ISource: Bureau of Labor Statistics.

Figure 4.
Compensation and Unit Labor Costs in Manufacturing

4 quarter percent change
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- MEMORANDUMFOR ERS
FROM: GENE SPRK
SUBJECT: “Choice”

Both you asked me to look into whether g

Jeffrey O’Connell and Michael Horowitz

now proposed for implementation in New

would think a good idea a5 & matter of polip

-Administration should not reject the plan
that go beyond auto insurance premium r
appropriate. During the 1970, the Carte
gtll staff at Comrmerce and DOT who we
field. Before deciding to pursue any fo
process.

One preliminary question is what “‘supp
as little as using the bully pulpit to say th
much as supporting federal legislation to
would be to provide federal incentives, s
states that adopt choice plens (presumablj
authorizing states to adopt such plans is o
These degrees of support implicate issuc
questions related purely to no-fault.

No-fault auto insurance is essentially firs
your carrier pays for your injuries' and yq
non-existert (“pure” no-fault) or circuras
from the fact that only economic damage
no fault. Depending on how you count, &
fault. In New York and Michigan, which

! Much auto property damage
states have experimented with broader ngk
effective nor very efflcient. It is generall

= part of that effort and have sorme expertise in the
4 bf no-fault, we should bring these agencies into the

The White House-~

DRAFT

7:02 202 456 2223:#% 2

giruary 13, 1997

ING
-Fault Auto Insurance

“choice™ no-fault auto insurance plan devised by
jupported by Senator Dole in last year's election, and
Jersey by Governor Whitman might be something we
. My preliminary response is that the

of hand -- it has positive features, including some
duction, that suggest a closer policy look is

\ dministration supported national no-fault. There is

’ for & “oboice” no-fault plan might mean. It could be

H is & good idea and states should look fnto it. Or as

quire states to adopt choice plans. A lesser alternative
h es increased highway safety or medicare funds, for
ones that meet certain statutory stantards). Simply
pgally meaningless act, since they can do so already.
bf federal preemption of state tort lew as well as

barty coverage: if you're injured in aa auto accident,
right to sue the other party (if there i3 one) is either
ibed. Almost all no-fault policles get their savings

are covered -- no pain and suffering. No state has pure

out 13 states and Puerto Rico nave some form of no-
Hequire extremely serious end objectively verifiable

(tq?e auto) is covered by collision insurance. Some

ault for property damage, but it was neither very

Hnot en issue in the debate.
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' injuries to get into court, it is reasonably ﬁecﬁve in holding down costs and keeping cases out of
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court (elthough New York premiums are h

weak verbal or dollar thresholds, or a rig
effective.

“Choice” no-fault is & system under whic]
pure no-fault policy with fairly high polic
more expensive policy which allowed co
company would pay, no matter who waes 3
coverage today. Goverpor Whitman has ¢
four policies: pure no-fault at the $250,00
25%); pure no-fault with an ability to col
would result in a premium reduction of at
verbal threshhold (reduction unstated but
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gh for other reasons). In other states, which have _ e
0 choose to litigate aftcr an accident, it has been less

Hrivers would be given the option of choosing either a
limits (.., $250,000) but no access to court or a

E access but in which the policy-holder's insurance
fault -- as I3 the case with uninsured motorist

pposed a variation of this system. There would be

i level (which would have & premium reduction of 20-
it for pain and suffering on & first party basis (which
Hut 8%); no-fault but with access to court with & high

hould be some); and the traditionel second-party

liability systcrn with unfettered access to fpurt.

Problems and opportunities

The usual rationale for moving to no-faul}ls that it drives down insurance premiums, and the
usual response is that it unfairly keeps inj

access to court. A collateral argument {s

bad drivers who get into accidents, where
driver. This set of arguments does ot te

Flaws jn the Argument in Favor

Theoretically, no-fault should reduce autd

Rand Institute for Civil Justice conclude

premiums by about 60%, and total premi

premium that is for property coverage --

been borne out in practios in the states th
why certaln states are likely to benefit legy

. As noted above, no state
threshholds or dol'ar thre

there is pressure to inflate i
.. While legal costs are a sig

important in determining

ed parties from exercising their constitutional right to
a1 first party systems “punish™ both good drivers and
I the current system places the burden on the bad

e whole story. '

hobile insurance premiums. A 1996 study by the
hat pure no-fault would reduce personal injury

§ -+ after taking into account the 50% of the typical
y about 30%. There are several reasons this has not
bave adopted no-fault, end some sdditional reasons

in auy eveat.

s pure no-fauli. Where there are weak verbal

olds, not only do ceses continus to get to court, but
dical expenses 10 exceed the threshald.

ficant part of the premium dollar, other costs are also
bw fast premlums go up, such as the rate of increasc in

medical costs (leaving as;
automoblle Insurance is a
compeanies regularly cyel
. In states with & very high
states -- no-fault does not
thercfore should not have

b any impact of no-feult an these costs). Moreover,

bmpetitive business in most states and insurance
ough periods of declining and rising premiums.
portion of single-car accidents -- i.e., most rural
ge the complexian of the payout systern, and
uch effect on premiums, which are usually fairly low
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in the first place, Rand ¢l
matter much, but admits
Even Rend, generally sup
injured individuals will p
system. (The least serious

(ditional benefits § faul

Even if there were no premium reductio

3 that the proportion of uninsured motorists doesn’t
don't really know. :

brtive of no-fault, admits that the most seriously
bably get less compensation than under the current
 injured will cease being overcompensated.)

however, no-fault might have other benefits:

As 8 medical matter, peopl
rehabilitative treatment q
out of court, no-fault redu
jury. Moreover, it providd
This wes important in the
since because;
' Fewer people have
High verbal threshold no-f
and should reduce volume

Flaws in the Opposit

The part of the argument in opposition th
unanswerable, except 10 note that in gene
because of the cost and time invoived in
of contingency fees and institute loser pa
undoubtedly no-fault’s opponents will 1
oppose.) Portlons of their argument relat
“states or the fact that many rural states he
differert aconomics of the state; end/cr
to be teken into account in determining th

Summary

N

;

No-fault generates significant putlic int

premiums ere increasing rapidly (which

policy benefits. However, there are serio
appropriateness and etficacy of dealing w
thought of pursuing this {ssue, I suggest &
Jusiee, Commerce and DOT, o further i
recommendations.

M

Seatbelts and airbe I

who are injured who receive high quality medical and
ly are more likely to recover fully. By keeping cases

4s the temptation to keep the plaintiff injured for the

the money to get the rehabilitation that's needed.
p70s, but probably has gotten even more important

nedical insurance today; and _
save lives, but those saved are often severely injured.
It probably reduces fraud in the medical care system,

gressures on the civil justice system.

is stated in constitutional terms is basically

not everyone has access to the civil justice system
ing the system. (The efforts of Republicans to get rid
would, of course, exacerbate this problem,.and

p any support on our part with these changes we

g 1o the lack of reduction in premiums in no-fault
much lower premiums than no-fault states ignore the

B problemas celated to fov threshholds, but cleasly need

practical real-life impect of adopting no-fault.

t at the state and local level when auto insurance
pears not to be the case today), and may have real
questions about the extent of the benefits and the

h the issue ot the federal ievei. If we have any

ngling together an NEC {nteragency team, including
restigate existing information and develop options and
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THE WHITE HOUSE

WASHINGTON

February 18, 1997

MEMORANDUM FOR GENE SPERLING
FROM: ELGIE HOLSTEINT ¥

RE: Children’s Environmental Health Executive Order

Attached are two copies of a the most recent draft of the children’s environmental health EO.
The first is a clean copy. The second, showing suggested edits from some agencies, will give
you a glimpse of some of the concerns that have been raised. Section 5 is key.

Agency Concerns

. Litigation Risks: Agencies are concerned that nothing in the EO give interested parties
a basis on which to sue an agency for being insufficiently protective of children in the
formulation of their rules. The EO explicitly addresses the issue, but agencies are still
wary.

. Damned If They Do -- Regulatory Burden: Agencies worry that by elevating
consideration of children’s health in their rulemakings they will be forced to demand
extensive new data from industry and to impose economically burdensome standards
that are disproportionate to the actual risks posed to children

. Damned If They Don’t -- Image: If agencies choose not to adopt a standard fully
protective of children’s health, they fear they will be criticized by outside groups who
will complain that they are defying the President’s wishes and ignoring the needs of
children.

. Jurisdiction: Agencies, such as the CPSC, feel they already look after children’s health
in the course of their rulemakings and are nervous about the creation of a new,
unfamiliar set of requirements. They believe that such requirements could cause
conflicts with their current procedures/missions. Other agencies want to be exempted
entirely. For example, OSHA argues that since workplaces do not normally have
children present, they need not be covered by an EO on this subject.

Next Steps
Interagency discussions are continuing. Bruce Reed had suggested that this EOQ might be

appropriate tor the upcoming WH conference on infant development. 1 anticipate making a
recommendation to you later this week regarding the need for an NEC principals meeting.
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DISCUSSION DRAFT .- DO NOT CITE OR RELEASE

PROTECTION OF CHILDREN
IN FEDERAL ENVIRONMENTAL, HEALTH, AND SAFETY ACTIONS

America's children are this country’s future. Preparing our children for the 21st century is
among our most important national priorities. To fulfill this task we must recognize that
America’s children face significant and unique threats from an array of hazards. A growing
body of scientific knowledge demonstrates that children are particularly at risk from

environmental hazards:

. Children’s neurological, immunological, digestive and other bodily systems are still
developing, making them more susceptible to toxic pollutants and other environmental

hazards;

. Children eat more food, drink more fluids, and breathe more air in proportion to theijr
body weight than adults, and spend more time outside in play, so they may be more

exposed to toxic pollutants and other environmenta) hazards;

. Children are less able than adults to recognize and to protect themselves from exposure

to toxic pollutants and other environmental hazards;

. Children face potential exposures to toxic pollutants over their entire lifetime, with the

possibility of more significant health impacts; and

. Children may be at increased risk due to differences in exposure pathways (e.g.,

greater hand-to-mouth contact, more trequent ingestion of non-food items).

Our experience tells us that children have different needs when we act to protect health and

DRAFT:2.5pm.l 1
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safety:

. Children’s size and weight can affect how well they are protected by safety features;

. Children have activity patterns that are different from those of adults, which may
increase their exposure to health and safety risks; and

. Children are less able to protect themselves from risk, and are less responsive to

warning regimes.

While Federal agencies typically consider the effect of their work on children, existing
standards were derived in many instances principally from data on adults. We need to ephance
our understanding of how environmental, health, and safety risks to children differ from the
risks to adults. The array and complexity of environmental, health, and safety threats facing
children today, and potential inadequacy of existing standards established principally to protect

adults, pose a significant challenge to our ability to protect our children’s health and safety.

The Federal government is responding vigorously to this chailenge, acting to address threats tc
children’s environmental health in the new Food Quality Protection Act, accounting for
children in the development of new standards for passive restraints in cars, and taking
administrative action to protect children from tobacco use, lead, food-borne illness, and other

hazards. But we should do more.

The Pederal government must establish 2 nationat policy to protect the health of American
children from environmental, health, and safety hazards, and apply its resources, including its
scientific research capabilities, in a coordinated and efficient manner to address these threats to
children. A coordinated approach is ﬁecessary to avoid duplication, to ensure efficient
assignment of tasks among agencies, and to promote decisions based on full information about

the costs and benefits of particular agency actions.

DRAFT:2.5.pm.l 2
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Only by tailoring governmental actions, including the setting of environmental, health, and
safety standards, to recognize and address the often greater impact that environmental
pollutants and other health and safety hazards have upon the health and well-being of our
children, can we ensure both more effective governance and more healthy and productive
futures for our children. The task before us is large -- developing the basic scientific
knowledge of how toxic chemicals and other environmental, health, and safety hazards may
differentially affect children may take years. But the need to act, and to act promptly, to

protect the future of our nation cannot be disregarded.

NOW, THEREFORE, to establish a coordinated federal strategy for the protection of
children from the risks environmental, health, and safety hazards, and by the authority vested
in me as President by the Constitution and laws of the United States of America, it is hereby

ordered as follows:

1-101. Each Federal agency shall make it a high priority to identify and assess

environmental, health, and safety risks that may disproportionately affect children.

1-102. Each Federal agency shall ensure that it considers, and that its policies,
programs, activities, and standards appropriately address, dispropcrtionate risks to children
that result from environmental, health, or safety hazards, to the fullest extent consistent with

the agency’s missicn and applicable law.

Section 2, Definitions. The following definitions shall apply to this order.

2-201. Federal agency means any authority of the United States that is an agency

DRAFT: 2.5.pm.1 3
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under 44 U.S.C. 3502(1), other than those considered to be independent regulatory agencies as
defined in 44 U.S.C. 3502(10). Agencies not subject to this Executive order are encouraged
to participate in its implementation and to conform their programs and activities to its
provisions. For purposes of this order, military departments, as defined in 5 U.S.C. 102, are

covered under the auspices of the Department of Defense.

2-202. Covered regulatory action means any substantive regulatory action initiated
after the date of this Executive order that is likely to result in a rule that may:

(a) Have an annual effect on the economy of $100 million or more or adversely
affect in a material way the economy, a sector of the economy, productivity,
competition, jobs, the environment, public health or safety, or State, local, or
tribal governments or communities; and

()] Concern an environmental, health, or safety hazard or risk that may

disproportionately affect children.
il 's Heal

3-3C1. Within 6C days of the datc of this order, there shall be established an
interagency working group (IWG) on Childrern’s Health, which shall implement and promote

the purposes of this section.

3-302. The IWG shall be composed of representatives of Federal agencies and White
House offices with responsibility for the regulation of risks from environmental, health, or
safety hazards, or whose activities may substantially affect such hazards, or which conducts
scientific or medical research related to such risks or hazards. Member agencies shall include,
but are not limited to, the Consumer Product Safety Commission (CPSC); the Council on
Environmental Quality (CEQ); the Deparument of Agriculture (USDA); the Department of
Energy (DOE), Deparunent of Health and Human Services (HHS), including, the Centers for

DRAFT:2.5pm.1 a
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Disease Control and Prevention (CDC), the Food and Drug Administration (FDA), and the

National Institutes of Health (NIH); the Department of Housing and Urban Development

(HUD); the Department of Justice (DOJ); the Department of Transportation; the Domestic
Policy Council (DPC); the Environmental Protection Agency (EPA); the Office of
Management and Budget (OMB); and the Office of Science and Technology Policy (OSTP).

3-303. The TWG shall develop a coordinated Federal strategy for Children’s Health

and Safety, to include at least the following elements:

(a)

®)

(c)

(@

(e)

)

Statements of principles, general policy, and targeted annual priorities that will
guide the Federal approach to achieving the goals of this order.

A coordinated research agenda for the Federal government, including steps to
implement the plan for the consolidated research database developed pursuant to
section 4 of this order, and for a cross-cutting budget to accomplish this
research.

Recommendations for appropriate partnerships among Federal, State, and local
governments and the private, academic, and non-profit sectors.

Proposals to enhance public outreach and communication o assist families in
evaluating risks to infants and children and in making informed consumer
choices;

An identification of high-priority initiatives for the Federal government to
undestake in advarcing protectiorn: of children’s health and safety.

A statement regarding the desirability of new legislation to fulfill or promote the

- purposes of this Executive Order.

3-304. The IWG shall annually prepare a report on research, data, or other

information that would enhance our ability to understand, analyze, and respond to

environmental, health, and safety risks to children. For purposes of this report, every Federal

agency shall identify and specifically describe for the IWG all data needs that have arisen in
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the course of the agency’s programs and activities, including regulatory and enforcement
actions. The IWG shall incorporate agency submissions into its report and ensure that this
teport is publicly available and widely disseminated. The White House Office of Science and
Technology Policy and the National Science and Technology Committee shall ensure that this

report is fully considered in establishing research priorities.

3-305. The IWG shall be composed of the Secretary or head of each of the member

agencies, or their designees at the Assistant Secretary level or its equivalent.

3-306. The Administrator of the Environmental Protection Agency shall serve as
interim chair of the IWG, with responsibility for arranging the first meeting. At the first
meeting, the WG shall elect a permanent chair, who will serve for a period of one year.
Subsequent chairs shall be elected by the IWG to serve for one-year terms, with no one
member agency holding the chairmanship of the IWG for more than two consecutive one-year

periods.

3-307. The IWG shall exist for a period of four years. At least six months prior to the
expiration of that period, the member agencies shall assess the need ror continuation of the

IWG or its functions, and make appropriate recommendations to the President.
ecti search ination and I i

4-401. Within six months of the date of this order, the White House Office of Science
and Technology Policy and the National Science and Technology Committee shall prcscht to
the IWG a proposec plan for establishing, maintaining, and keeping current a consolidated
research data base that lists and describes all research conducted or funded by the Federal
governmenf that is related to adverse health effects in children and infants resulting from
cxbosure to environmental, health, or safety hazards. This plan shall include

recommendations to ensure that the activities of the IWG and other requirements of this
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Executive order are fully integrated with, and not duplicative of, other current or planned

initiatives with respect to children’s health and safety.

4-402. The proposed plan shall promote the submission of information on academic

and other private research for inclusion in the data base. .

4-403. The plan shall include provisions 1o ensure that the consolidated research data
base is available to the public, to the scientific and academic communities, and to all Federal

agencies.
Section 5. Agency environmental, health, or safety regulations.

5-501. For each covered regulatory action submitted to the Office of Information and
Regulatory Affairs (OIRA) for review, the agency shall provide to OIRA the following

information developed as part of the agency’s decisionmaking process (unless prohibited by

(a) An evaluation of the effects of the covered reguiatory action on childrew;

(b) An assessment of potentially effective and reasonably feasible alternatives to the
covered regulatory action that have been identified by the agency or the public

and that may be more protective of children; and

©) An explanation of why the covered regulatory action is preferable to the

identified potential alternative(s).

5-502. In emergency situations or when an agency is obligated by law to act more
quickly than normal review procedures allow, the agency shall comply with the provisions of

this section to the extent practicable. For those regulatory actions that are governed by a
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court-imposed or statutory deadline, the agency shall, the extent practicable, schedule
rulemaking procccdings s0 as to permit sufficient time for completing the analysis required by
this section. _

5-503. The analysis required by this section shall be made part of the administrative

record for the covered regulatory action or otherwise made available to the public.
Section 6. General Provis;

6-601. This order is intended only for internal mnanagement of the Executive Branch.
This order is not intended, and shoﬁld not be construed to create any right, benefit, or trust
responsibility, substantive or procedural, enforceable at law or equity by a party against the
United States, its agencies, its officers, or its employees. This order shall not be construed to
create any right to judicial review involving the compliance or noncompliance with this order

by the United States, its agencies, its officers, or any other person.

6-602. Federal agencies should implement this order consistent with, and to the extent

permitted by, existing law.

6-603. Tkis order shal! be effective immediately and shall continue to be in effect until

| revoked.

The White House
., 1997
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- -developing, making them more susccpnble to toxic ‘pollutants and other environmental

'hazards S o N
\/

S . Children eat more food, drmk morc fluids, and breathe more air in proportion to their
' body welght than adults, ‘and spcnd more nmc out51dc in play, so they may be more

" - ‘exposed 16 toxic pollutants‘and: ottier envx_romnental hazards; *

«  Children are less ablé than adults to recognize and"to protect themselves from exposure

- to toxic pollutants'and other environmental hazards;

.o

. - Chilrllren:'fac':‘e ﬁdtemial exposures to toxic pollutanits-over their entire lifetime, with the
T possﬂ:mty of more s1gmﬁcam healr.h unpacts and : ' N\ -
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standards weré denved in many mstances pnncxpally from dafa on adults, We need to enhance
our undersrandmg of how. envuonmental health and sa‘f?y nsks to chﬂdren dlffer from the
tisks to adults. The array and complexlty of‘envxronme dtal health, and safety threats facing

entficdata s i el o

—9 chrldren today.@dpo\}q\al &adedu‘\cy Q4 '\ gsta shR&\g %ﬁllym,m"’ﬁ_ en
W \ad\i{] pose a significant challenge to our abxhty 0 protect our ¥hildren’s health and safety. Yo

o | - | deleke Phra, -Wh\ Saw&u\rren\' standards

N uore
 The: ederal govermnent is respondmg vngorously to this’ challenge acnng to address threats t0

nsideriv,
-—)chlldre'x s environmental health in the new Food Quality Frotection Act, aeeeuﬂaag-fezco g W 3

a
. chlldren in the development of new standards for pasﬂ*!ebira&in\ts I cars, and takmg

..‘—)admuustranve action to.protect children from tobacco use, leady foodxhome 111ness and other -

hazards. But we should do more o 7° "‘"”‘5}« -
- '_ The Federal governmej must CStabllSh a nauonal pollcy o protect the heaith o‘f\Amencan
. _ ctnldren frorn envnronmental health and safety hazards and apply 1ts resources \cludmg its -
' --scxentmc resear capabllmes ina coordmated and efﬁclenl manner to address these eats 0 R

o .-cmldren -A goordinated: approach is necessary to avoid duplication, w, ensure.efficient \ .
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by tatlormg govemmental acuons mcludmg the semng of envuonmental _heilth, and
. pﬁqbnm

. ards, . recognize and address the often gmtorotmpact th}ea 1ronmenm1

' pollutmtts and other health and safety hazaxds have upon the h nd well-being of ¢ our

- . children, can we ensuve-hoth more effective governance and-fhore healthy and productive
“’ ft'mues for our child:en.-..@\ be-’@“’\‘?‘ gé ) 'elob{ng\he-\sage&cté‘mﬁb\ -
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&@ré\ldﬂy a’ﬁ@cbc_hxt(en\nay&kc&%ﬁut the need to act, and to act promptly, to

protect the future of our nation canpot be dtsre\d thi 5 5+C\+Cmeh‘\' W\O.y uu’" :
| )u | e\ qgevxct I ongeiNg rule,wakmsg

. . («" order- . .
to estabhsh a coordtnated fedcraQtrategy for the pr0tecuon of
: r\s&siose W

—> children from the ;-néke"envxronmental health, and safcty hazards, and by the authority vested

_in me as Pre/dent by the Constitution and laws of the’ Umted States of Arncrlca it is hereby

S,
~. .
\\

ordered as “follows:

1-101. Each Federal agency shall make ita high priority to identify and assess

environmental, health, and safety risks that may disproportionately affect children.

- 1- 1‘02 Each Federal agency- shall ensure that'it considers, and that its policies, . -
— prograrns ‘activities, and stzmdards a-ppfepr-mel-y.addrcss disproportionate tisks to children
"*9 that result'from-environmental, ‘health, or safety hazards, to the ful]est exten&consxstent with-

‘the agency s m1531on and applicable law. C ‘appre "-, aﬂ

- 'DDE X este 1103 Eoich mdep&ndewl' rcgudod'on/ evz '
. m—?\e wnplermevitation of +hts Exeumve Order an 4 hizij"foﬂimfha porte
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S_ectml._Dcﬁmtmn&. The followmg definitions shall apply to thlS order.

-201 Egﬂex aggg y1 means any authonty of the Umtcd States that 1s an agency
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affect in a material way the economy, a secior of the economy, productivity,
competition, jobs, the environment, public health or safety, or State, local, or
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(HUD); the Department of Jusnce (DOJ), e Depanment of Transpenauon the Domestlc
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" Management and Budget (OMB); and the Office of Science and Technology Policy (osrp wledor
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3-303. The ﬁ% shall develop a coordmated Federal strategy for Chxldren s Health

- and Safety 4to include at least the following elements:

+o \r‘np}emuﬂ' +Hhe polities and principles. ot +htE)‘€th€, _Or‘Afr"

rorecetaried. /.,a.nd Ppolicies. Conccrmn
rgenerat-pelicyak

Q‘ c (a) Statements oi"prmcxples om:es—tlm-wdl

omm@ndﬁ‘hbﬂs

kb A coordmated rcsearc{ agenda for the Pederal government, mcludmg steps t0

gaide the Federal approach to achieving the goals of this order.

' implement the plan for. !he—ecmsohdatcd research database developed pursuant to. .

. AN
p@q&Rﬁ - séction 4 of this order, and for a(cross-cutting budgei to accomplish thxs OMS r&ms

.\\x\\\..{ A" " rescarch. DOT ObJed’S A et 15 Yoienpost TWG pr fé&?gg
%37/0\ @ Recommendations for appropnme partnershlps among Federal, State, and local

governments and the private, academic, and non-profit sectors.

(& ' -"Prop0>als to er.hance public eutreach and commumcatlon 10 assm famxhes in -

evaluating risks to infants and children and .in makmg mformed consumer

Cchoices: \denw:«edb\; Federal agem\es
o be. -

: . OP\'\OY\S
@ . Anidentification of htgh-pnontymmes

> undenake\ n advancmg protecuon of chlldren S health and safety)

Wmm - \ndud.mg PO'KXTT mW
- /D)T) shou\d be. b\enmd | }eaislajh o Yha¥ Wo

. accompiishh s, pr\
: 3-304 The IWG shall- prepare a feport-on research data, or othier ;. . -

- mformatxcn that would enhance our ability to understand analyze and respond to.
' r.

enuron,memal health and. safety risks to chlldren For purposes of this report, Qvery Federal

: aues
“‘)ageaey shall 1dent1fy and speCIﬁcally descnbe for the IWG=EH-data needs that have arisen in’
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the of the agency's programs and activities, including regulato and enforcement
rel Ocsuécf env-gro-zmgrr%u! healn,gsafety risks gul 3

aenons The IWG shall mcorporate agency submissions into its report and ensure that this
report is publrcly available and widely drssemmated The Wlnte House Ofﬁee of Science and
Technology Policy. and the Nanonal Scrence and Technology Commmee shall ensure that this.

report is fully consrdered in establrsh.mg research pnormes

3-30S. The IWG shall be cornposed of the Secretary or head of each of the member
agencxes or their designees at the. Assxstant Secretary Jevel or its equrvalent ,
| - wed e Qerefary o-( Ha
——% 3-306. The Admlmstrator of the Envrronment.al Protectron Agencyyshall serve as %ﬁ%gmai
intérim chair of the IWG, with responsibility for arranging the first meeting. At the first 59"\’"‘--",‘;
rne,e'ting', the IWG shall elect a perrhanent _chair,. who will serve for. a period of one year.
- .Subsequent chairs shall be.elected by the IWG to serve for one-year terms, with no one,

| 'member agency holdmg the chairmanship of the WG for more than twe consecutive one-year

periods. 3-307 The White House "Dowszl’IC‘Po\\C\[ Cobunu\ will -fqalﬂ'aft_'

s /-3 decision ]r:nNaKmS Wfin +he Admm\sﬂn\-\o\‘\ O recominendakions
£ 4ne

3-30X. The IWG shall exist for a pcnod of four years. At least six ‘months prior to. the
_ expiration of that period, the member agencies shall assess the need for continuation of the

IWG or its functions, and make appropriate recommendations fo the President.

[ 4-401. Wrthm six months of the date of this order ilie thte House Office of Scrence
- and Teehnology Pollcy ond the Nanonal Science and Technology Commmee shall present to-
the IWG a proposed plan for cstabhshmg, mamtarnmg, and keepmg current a consohdated B '
g 'research data base that lxsts and descrlbes all research conducted or funded by the Federal - | d elel‘t
- government that is related to'adverse heaith effects in children anq_mesnltmg from -lhra»{olr\d-k‘
. exposu.re to envuonmencal health or. safety hazards -This plan shall mclude e &M\l\t\ﬁ\ d an

recommendatlons to ensure that the acuvmes of the IWG and other requuements of thrs
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Executive order are fully mtegrared with, and not duplicauve of, other current or planned
) imt.ratwes wnh respect to chﬂdren s health and safety

‘ 4-402 The proposed plan shall prornote the submnssron of mformauon on acadermc |

and other private research for mclusron in the data base

'4-'403 "The plén shall include 'provisions to cosure that.the consolidated research data
_ base is avarlable to the ubhc to the scietific and academic communities, and to all Federal

privacy) issues?
CO'"‘-F\ den-ha‘ ""\f

agencies.
ecti vi

5-501. For each covered regulatory acuon su! mmed to the Office of Informauon and
et
-~ chulatory Affarrs (OIRA) for review, the agency shall provrde to OIRA the following

'information developed as parr of the agency’s decisionmaking process (unless prohibited by

law): ' ode ov M\“ls
wold cv¢
: orH ot ot
| er.{—erﬁ ﬁwkreh e A‘Sv or V\sk

_—> (a)_, _Anevaluation of the'stfests~sf the cpvered regulatory actioNop chiildren;
(DOT) I€ The aerion (S expected 10 dispropotionately affect
il drentne agency sinall alse provide;

®) An assessment of potermally effective and reasonably feasrble alternatives to the
covered regulatory action that have been identified by the agency or the public

| Moy more effedtively mitigaie disproportionate .
FREY~38-NCICPICK
—> and that ‘. .eﬂ-ve-ofchrldr\gn and £ffccts of a hazo rd 0\

. ' \r\sK on
" (<) An explanatron of why the covered regulatory acnon is preferablc o the

1dent1ﬂed potentral alternauve(s)

5 -502. 'Irr 'erncrg'en'cy situations or when an agency s obligated by law to act.more:
qurc}dy than normal review. procedures allow, the agency shall comé?' with the’ provrsxons of .
—3 thls sccuon to the extent practlcable For those regulatory);o ctions that are governed by a S
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v
- eourt-rmposed or statutory deadline, the agency shall, the extent pracucable schedule

- mlemaldng proceedmgs ) as 10 permu sufﬁcxcnt time for compleung the analysrs requrred by
ﬂns sectlon s g - m‘\Y & mduded aS. mr-!-qra.nd‘hﬂf recu.u agaal‘{gs .

: 5-503 The analysrs requrred by this secuon sha]l be made part of the admlmstranve '

pi;\\é record for the covered regulatory action or otherwrse made available to the public. | |

e isions.

6- 601 This order i is intended only for mternal management of the Executive Branch.
.This order is not intended, and should not be construed to create any nght benefit, or trust
responsibility, substantive or procedural, enforceable at law or equity by a party agamst the
. United Srates its agencies, its officers, or its employees. This order shall not be construed to |
create any right to _]udlClal review involving the comphance or noncompliance with this order

' by the United States, its agencxes its officers, or any other person.

6-602. Federal agencies should 1mplemcnt this order consistent with, and to the extent

pcrmrtted by, existing law.
—5 6-603 Executive Ordev NO laboc" O-? September 2, l‘l@" s revokecl

6-608 This order shall be eftective immediately and Mmmue—&e—be—m—eﬁﬁcmm
Fevoked.

" The White House - _
L1997 - 0

' DRAFT:2.5.pm.1 s



THE WHITE HOUSE

WASHINGTON

February 18, 1997

MEMORANDUM FOR GENE SPERLING
FROM: ELGIE HOLSTEIN (NECf"/

SUBJECT: Nuclear Waste

This memo provides some background on the status of the nuclear waste issue. Attached are
some additional papers to provide “texture.”

Background

The Department of Energy has an ongoing program to “characterize,” or study, Yucca
Mountain, Nevada as a potential repository site for the permanent geologic disposal of spent
nuclear fuel (from powerplants) and high-level radioactive waste (primarily from the weapons
program). By law, Yucca Mountain, located one hundred miles north of Las Vegas, is the
only site DOE may examine as a potential repository site. The law also prohibits the
construction of an interim storage facility until a permanent repository has been approved by
the Nuclear Regulatory Conussion (NRC), tut now Congiess and the industry wam o locate
an interim storage facility there as well. To pay for the government’s program, utilities pay
into the (on-budget) Nuclear Waste Fund at the rate of one mil per kilowatt of nuclear-
generated electricity. Current spending on the program is approximately $300 million
annually.

One thousand feet below the surface of Yucca Mountain, DOE is firishing construction of the
Experimental Studies Facility (ESF), a long tunnel in which work is vnderway to determine if
the Mountain will be able to isolate waste for ten thousand years. The ESF, which is due to
be completed later this year, will be the main repository passageway if the facility is ultimately
licensed by the NRC as a repository. In late 1998, the President must make a “preliminary
site viability determination” regarding the chances that Yucca Mountain can be successfully
licensed as a permanent repository once all the scientific studies are completed.

Congress does not want to wait for a permanent repository, which, even at Yucca Mountain,
would not be available until about 2010. Pressured by utility constituents, many Members
want to name Yucca Mountain as the site of an interim storage facility, to provide a place for
the nation’s nuclear utilities to send their spent fuel as soon as possible. Currently, that
material is stored in large holding ponds, and, increasingly, in dry storage casks on concrete



pads. Importantly, the NRC and the independent Nuclear Waste Technical Review Board (of
blue-ribbon scientists) have found that these waste storage operations will remain totally safe
for decades to come. Congressional supporters of the utilities’ position argue that since Yucca
Mountain is likely to be the site of the permanent repository, an interim storage facility should
go there as well. ‘

They also argue that the Administration has a contractual obligation to take the waste soon.
Previous Administrations have signed contracts with utilities obligating DOE to dispose of the
utilities’s spent fuel beginning in 1998. Last year, a federal court in Arizona ruled that DOE
does have an obligation to take spent fuel, reciprocal to the utilities’ payment of the fees. The
court did not, however, say that DOE is required to take the material if it has no place to put
it. Furthermore, it said that DOE will not actually be in breech of its contracts until 1998, so
no remedy was ordered.

Notwithstanding the court decision against DOE, the President has insisted that no decision on
where, when, or whether to build an interim storage facility will be made until after he has
made his preliminary site viability determination in late 1998. His principal arguments are:

. Announcing support for early interim storage at Yucca Mountain will pre-judge the
science. It will put additional institutional pressure on scientists to declare Yucca
Mountain safe for the permanent repository, since no one will want to move the waste
twice: once from the reactors to the Mountain, and again from Nevada to another
repository site.

. Spending money on interim storage will only divert resources from the development of
a permanent geologic repository, which should remain the centerpiece of the nation’s
nuclear wastc manageinent program -- not an interim sviution.

. An interim storage site will create a de facto permanent site. Once the waste s moved
off utility property and into the government’s hands, support for a permanent disposal
repository will evaporate. If Yucca Mountain does not prove out, no one will bother to
search for a new potential repository site.

In addition, the Administration has opposed Congressional proposals that would short-cut
environmental, health and safety regulations applicable to the Yucca Mountain project.

Nevada Politics

The State of Nevada has consistently opposed both the repository and an interim storage
facility. Nevada’s Governor Bob Miller, and Senators Reid and Bryan, have discussed this
issue directly with the President and Vice President on more than one occasion. The President
has not agreed to cancel the program, as the Nevadans clearly would prefer, but he has
pledged to oppose Congressional efforts to force DOE to construct an interim storage facility
at Yucca Mountain -- at least until after his 1998 preliminary site viability determination.
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For Nevadans, nuclear waste is a voting issue. In his successful bid for the governorship,
Dick Bryan ran against DOE and the repository. Later, Bryan ran for the Senate charging that
Sen. Chic Hecht had failed to prevent the Congress in 1987 from singling out Nevada as the
nation’s nuclear waste “dumping ground.” (Nevada does not have any nuclear powerplants,
but it does have a lot of open space -- most of which is owned by the federal government, and
a small Congressional delegation that has been consistently outvoted on this issue.) Like his
predecessor, Governor Miller featured his opposition to nuclear waste disposal in Nevada
when he ran for office. -

Status

The Senate Energy Committee is planning soon to report out a bill to force DOE to move
forward with interim storage at Yucca Mountain immediately. The Administration has
repeated the President’s veto threat. Chairman Murkowski’s dissatisfaction with reported
comments in last week’s leadership meeting at the White House were the primary reason for
delaying a Committee vote on the Pena nomination until after the President’s Day recess. It
would not surprise me if some Senators tried to forge a clearer link between confirmation and
the Administration’s response to the waste bill.

The White House strategy team on this issue consists of staff from OMB, NEC, CEQ, and
Leg Affairs. Among the issues we are currently considering is how to respond to the court’s
decision while adhering to the President’s position.



HIGH-LEVEL NUCLEAR WASTE (S. 104)

What You're For

. Permanent geologic disposal of the waste, which is the consensus solution of the scientific
community. A viability assessment of Yucca Mountain will be completed in 1998. We have
made more progress on the scientific assessment of Yucca Mountain than any previous
Administration, but will only select a repository site ifit is consistent with good science and
protection of health, safety, and the environment. Construction of an interim storage facility is
prohibited prior to the licensing of a permanent facility.

What to Guard Against

. Suggestions that you should negotiate your position to avoid the Senate Energy Committee’s
markup of the bill on Wednesday. They may not have the votes and you have the veto pen.

. Suggestions that the utility lawsuit proves the need for legislation. The court only has ruled
that the government is generally bound by its contracts with the utilities to provide waste
disposal in return for fees it collected. The court has not ruled that the government must dispose
of the waste in 1998 if there is no safe place for it, and it could determine that no remedy is
appropriate since the delay was unavoidable.

. Suggestions that failure to begin interim storage puts communities near reactors at risk.
Both the Nuclear Regulatory Commission and the independent, congressionally-mandated,
Nuclear Waste Technicai Review Board agree that the waste can continue to be safely stored at
reactors for many years while a permanent repository site is determined. In fact, the Technical
Review Board suggested that transporting the waste now may raise safety concerns. '

Wnat You ie Definitely Against

. Any proposal to site or construct interim storage before the viability assessment for Yucca
Mountain is complewe, or any activity that undermines work towards a permanent solution. S.
104 sites an interim storage facility near Yucca Mountain prior to the viability assessment (which
will be completed in 1998) and waives various environmental requirements. Your
Administration threatened to veto an identical bill last Congress and has threatened a veto of S.
104. Last year’s bill passed the Scnate without a veto-proof majority, derailing it in the House.

Results Desired From Meeting

. Their understanding of your firm commitment to the Administration’s policy. Also, Congress
should fund your FY 98 budget of $380 million to keep the viability assessment on track.

. An understanding that you recognize the seriousness of this issue and welcome dialogue. Pena
has committed to meeting with the utilities after his confirmation to explore possible
solutions consistent with the principles of sound science and environmental protection.

. A mutual agreement to avoid scare tactics with the public. Alarming the public about
storage of waste at reactor sites could alarm people about nuclear power generally.
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Q. We understand the Vice President told the Congressional meeting on Tuesday that the
Administration would be opposed to any interim storage of high level nuclear waste. Is
that a change in the Administration policy?

A. The Administration’s policy has not changed, and we did not announce any new policy
yesterday. Our policy has consistently been that we favor permanent geologic storage of the
waste as the long-term solution, as does virtually all of the scientific community. We have made
more progress than any other Administration toward the scientific characterization Yucca
Mountain for that purpose. For that reason, we oppose the interim storage proposal in S. 104
because it undermines the ongoing work on a permanent repository by siphoning off resources.
We also oppose this bill because, by effectively siting interim storage in Nevada near Yucca
Mountain, it destroys the credibility of the Nation’s nuclear waste disposal program by
prejudicing the permanent repository decision and siting interim storage before the Yucca
Mountain viability assessment has been made.

As we have always said, we believe that choosing a site for any storage of this waste must
be based on objective, science-based criteria and be protective of public health and safety and the
environment. That policy has not changed. S. 104 does not achieve that objective.

I would also note that both the Nuclear Regulatory Commission and the Nuclear Waste
Technical Review Board have clearly indicated that the storage of this waste at its current
locations is safe, and that there is no safety reason to move this waste before we have the
scientific information we need about alternate storage sites.

Q. What did the Vice President say yesterday?
A. He intended no more than 0 restaie our cuirent policy. The only interim storage proposal

currently under discussion in S. 104, and we oppose that. We also oppose any mandated siting
for interim storage beiore the viability assessment at Yucca Mountain is completed.

5
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THE WHITE HOUSE

WASHINGTON

April 8, 1994

MEMORANDUM FOR THE VICE PRESIDENT
FROM: ELGIE HOLSTEIN (NEC)

SUBIJECT: The Background and Politics of
The Nuclear Waste Issue In Nevada

A continuing source of controversy in Nevada is the Department of Energy's program to
investigate Yucca Mountain, Nevada as a potential site for the nation's first permanent, high-
level radioactive waste repository. Yucca Mountain is located approximately 100 miles north
of Las Vegas, on the southwestern edge of the Nevada Test Site.

The purpose of this memo is to provide you with a brief update about the project, and to
acquaint you with its political dimensions in Nevada.

Background

By 1987, the federal high-level radioactive waste management program had earned a
reputation ior secrecy, questionable science, and political manipulation. The resulting loss of
public, industry, and congressional confidence had thoroughly undermined the waste
program's credibility, both as an important national program and as a serious scientific
endeavor.

In addition, congressional and utility concerns about program delays, mounting costs, and
accumulating spent fuel inventories at nuclear powerplants contributed to the passage of the
Nuclear Waste Policy Amendments Act of 1987.

The "Amendments Act," as it is known, eliminated potential repository sites in Washington
State and Texas, and designated Yucca Mountain, Nevada as the only site to be
"characterized," or scientifically evaluated, for suitability as a waste repository. That
legislation is widely referred to in Nevada as the "Screw Nevada bill."

The bill also required that the repository be licensed by the NRC, using radiological protection
standards developed by EPA.



Regarding interim, temporary storage of spent fuel, Congress authorized construction of a
monitored retrievable storage (MRS) facility, but prohibited construction until the NRC grants
a construction license for a repository.

Repository Program Status

In the view of most scientists, the surface-based work that has been done so far at Yucca
Mountain has produced no scientific reason to halt work or disqualify the site. The State of
Nevada disagrees, and this past week it filed another in a series of (so far unsuccessful)
lawsuits against DOE to try to stop the project.

Major tunnel boring work is set to begin this summer at Yucca Mountain, which will permit
extensive underground scientific testing. Waste program deadlines, which already have
slipped several times, are: 1998 for acceptance by DOE of utilities' spent nuclear fuel (for
interim storage in an MRS); and 2010 for beginning repository operations.

There is growing skepticism about DOE's ability to meet those deadlines without
compromising the necessary scientific work. There is also some concern that the program is
"deadline-driven.” DOE, however, believes that with the higher funding levels proposed in the
Administration's FY95 budget, it will be able to make more rapid progress.

Secretary O'Leary has been praised by the scientific community for creating a chief scientist
position for the program. She also has stressed the importance of the Department's outreach
to affected parties. Two weeks ago, however, she stirred concern in Nevada by commenting:
"I will throw my body in front of the White House or anybody who tries to stop site
characterization. "

She correctly explained that the law requires her to continue site characterization, and she
centinues to stress that Yucca Mountain is being evaluated -- not yet chosen -- as a potential
repository.

Nuclear Waste Politics

The residents of Nevada are far from unanimous in their opposition to the repository progrem,
but the State's poltical leadership has been consistently opposed.

Gov. Miller and Sen. Bryan are the most outspoken in their opposition to the project, and the
rest of the State's congressiona! delegation -- including Rep. Bilbray -- is officially opposed as
well.

Some constituencies, however, are less hostile, if not supportive, of the repository program.
Organized labor, strong supporters of Rep. Bilbray, support the program because almost all of
the Test Site and Yucca Mountain workers are unionized. Many of the union workers who
have been laid off from the Test Site because of the testing moratorium have gotten jobs on the



repository project. Since the majority of them live in Rep. Bilbray's district, his opposition to
the project has been low-key. '

The entertainment and recreation businesses, including the casinos, are somewhat wary of
potential negative impacts on tourism and convention business resulting from public fears

about a nuclear waste repository and, particularly, the possibility of associated waste
transportation in the Las Vegas area. Forty years of nuclear weapons explosions at the Test
Site, however, have produced no tangible impacts on business, so the industry has not been
particularly outspoken against the project. Obviously, they will be much more interested in
talking to you about a casino tax.

Suggested Responses to Repository Questions
If asked, you cannot agree to halt site characterization work at Yucca Mountain. In the
absence of compelling scientific evidence that the site is unsafe, the law requires that work

continue. But you can say:

° that the Administration is committed to ensuring safety and sound science; if Yucca
Mountain is proven unsafe, the repository will not be built there.

° that the State's concerns will be evaluated fairly and objectively;

° that the Administration is committed to an "open book" about DOE's work -- no data
will be hidden, no flaws hushed up.

The main theme is: public health and safety protection first, waste dicposal second.



