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NEWS 
FOR IM MEDIA TE RELEASE 
February 9, 1997 

CONTACT: Ari Fleischer or Scon Brenner 
(202) 225-8933 

Congressional Leaders ·Urge President to 
Submit lax Simplification Pr<;>posal 

• 
Cite S4 Billion IRS Computer Failure as Why Tax System Must Be Reformed 

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

In a lener to the President, the Congressional leaders wrote, "The IRS' failure to efficiently 
manage and realize its computer modernization objectives has a direct correlation to the abysmal 
quality of the agency's service to the nation· s tax.payers. 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 advanc;d degrees can ·even hope to figure it out." 

~::ii;i!-'<t.- The lener was signed by Speaker Ne"1 Gingrich. Senate Majonty Leader Trent Lon, House 
Majority Leader Dick Arme~'. Senate Majority Whip Don Nickles, House Ways and Means 
Committee Chairman Bill Archer. and Senate Finan..:e Co:r..r.iin.!e Chairman oill K.oth. 

liac leaders asi._-ed the P;esident to submit a proposal that would mru<e the tax code. simpler. 
fairer and less imrusive into the daily Jives of Americans. 

"\\:e nelie\·c there is no single more 1mponan1 action that you can take in your second term to 
build a strong bridge into the~ I" Ccntu~. and we stand ready 10 w0rk wi!.h th: AGminisiration 
on a brpanisan basis to achic\'c this ntal ~oa!." the leaders wrote. 

They ur!_!ed the President to submit the proposal~~· May I. 1997. 

CText of Lener Anacbed l 
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£ongres5 of t1Jr Qdnitrb ~tatrS' 
R!as11mg1on. DC 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 modernization effort. 

• Hundreds of millions have been spent developing the Integrated Case 
Processing System (JCP). a key irifonnation system de!;igne::! to :illov.' 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 unfulfr!led and IRS service representatives may still have to 
access up to nine separate computer systems to answer taxpayer inquiries. 

• !RS' efforts to move toward elecnonic capture of ciata in lieu .of the current 
labor:-intensive tax re-rum 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 
(SCRJPS), the first of what was to be two document imaging and scanning 

_. systems, has seriously underperformed, has cost more than originally 
es.timated, and has not resulted in any significant labor cost savings. 

After spending almost SI billion to develop the second document imaging 
system which was to replace SCRJPS, the IRS announced last fall that it was 
terminating the Document Procc:ssing System, with nothing- to show for its 
investment. 
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The IRS' failure to efficiently manage and realize its computer modernization 
objectives has a direct correlation to the abysmal quality of the agency's service to the 
nation's taxpayers. In a recent swvey 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. 

Even"wor-se, 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 serious risk with the coming century change and the need to reprogram 
.'. their millions of lines of obsolete computer software cpde. 

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 ffiS 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 

'"i.~ time all yearjust to comply with the tax laws, at a cost of some $200 billion a year. This 
translates into a tremendous productiviry loss for our nation. 

. 
T 

As you well know, the U.S. economy is eXtraordinarily dynamic. Innovation and 
tlexibilicy·are its hallmarks, and nowhere has innovation proceeded more rapidly than in 
financ.:ial markets. Unfornmately: under our current tax syste~ much of the ingenuity of 
Wall Street is directed toward obtaining the best tax results in connection with any 
particular economic activity, rather than r:xp2.Ilding economic growth. Clearly, the 
iriflt"xjbility of our ct.:....-rent '4.X .>y!>tem 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 refor.n 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 technohJ~-:· and the ever-growing comple,Oty of our tax laws are 
soon lieaded for a c.:ritical convergence - where IRS' systems will simply no longer be UJJ 
to the challenge of supporting IRS· core rcsponsibiliti~s . 
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For thac reason, we urge you to propose to the Congress by May 1, 1997, a 
proposal to fundamentally reform our nation's tax system. We believe 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~ 

,, .· 

.4 

• a tax system that is vastly simpler; 

• a tax system that is capable of enforcement in a far less intrusive manner, both · 
in terms of the reducing the burdens placed:on taxpayers to comply with the 

. ~ystem, 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 ch"anges 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 a Century, and we stand ready to work 
with the Administration on a bipanisan basis to achieve this vital gGal. 

Sin::er::ly, 

:Em?~ 
House: Majority Leader 

~~ 
itJArCher 

Chairman 
Comminc:c on Ways and Means 

ajority Leader 

/fl-
on Nick.Jes 

Senate Majority Whip & c-~/~-------
William Roth 
Chairman 
Comminee on Finance 
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In Modernization; 
Urges Contract Plan 

By DAVID CAY JOHNSTON 

WASHINGTON," Jan. JO - The In· 
tenial Revenue Sel"V\ce con~e<i U>­
day tha! u had spent ~ billion devel­
oping modern computer systems 
that a top official said "do nor work 
an the real world," and proposed con­
tracung out the processing of paper 
tax returns filedj>y individuals. That 
would allow non..(;ovemment work· 
ers to Stt confidential anformauon 
abour Jhe - tncomes of individual 
Amenca.ns. 

Arthur Gross, an Assist.an! Com· 
m1ss1oner or Internal Revenue who 
was appointed 10 months ago to res­
cue lhe agency's effons, said cus.­
tomer service representatives must 
use as many as nine different com· 
puter terminals, each of wtuch con­
nects to several different data bases, 
tCI ~solve problems. 

''Dysfunctional as some of these 
systems may be today;· Mr. Gross 
said. the l.R.S. "as wholly dependenr 
on them·· to bnng an the Sl .4 bill.Jon of 
taxes that hnance the Government 
He expressed doubt lhal the agency 
1.1;as capable of developing modem 
computer systems. saying 11 lacked 
thr ··mrellectual capttar· for the JOb 

The proposal to contracr our lhr 
processing or paper c.u returns 
,.,-oulCI uve lulle money. a..s II cosu 
only S.34 rn11l;on for clerks co cx1rac1 
1nlorma1ion from 200 mallaon paper 
cu re1ums. anCI eri1er mro l.R.S. com· 

New York Tines Jan. 31, 1997 

.. puters. But wdl a move lS su~ to 
arouse procesu lrom uxpaycn c:oo­
cemc-d about woo c.an sc-c how mud\ 

... mOMy. lhey make ~d how much 
they pay 111 111comc U.XC$. 

~ Covcmmcnt ACCOtDltul& Of. 
f1et tw sharply cnu~ the n­

•.• vcl.R.S. admanis\rauon of lhe mod-
cmwuon proJcO.. .tnd the qency 

· has prrl\OUSly •dtnowkdied prob­
·'ems wtth the elfon. But Mr. Cross's 
: cnmments marked the first tJme thal 

". 11 s.a.ld ll ttould haYC IO scrap lhc 

proJca aJto,ether and stan over. 
Mr. Cross's adm1ss1on that the 

Tu: Systems MO<Sem.Uuon cffon 
tw failed came 1n-1csumony befo~ 
lhc Nauona.I Commission on Re-­
SU\lctunni the l.R.S~ a b1panasan 
panel cre.aLed br Congress to exam· 
a.nc the agency's opcrauons. The pan­
el u expected 10 press for a dlfferent 
approach to ~10p1ng modem com· 
pu1er sys1cms and to recommend 
tnnoVallvt ways to persuade mo~ 
Amenca.ns 10 file their tax returns 
elcctronacaJly. 

Mr Gross PJd iM l.R.S. had aJ. 
nady killed one modcmu:auon 
proJC'Ct. a plan lO him paper tax 
returns inco electronic images., after 

,,.pa)'Ull SJ.14 million .IO LocJcheed 
Man111. Ult nauon·-: larzcst «S:efense 
contractor 

A Spoll.Cj~ for lhc commtUIDn 
u.id ~ cos• or lhuttm& down the 
pro1ec1 -will be as1ronom1c:J." H~ 
uid 12 otn.:r S)')lcms were under 
~ to anenncne U lhcy shou.Jd 
also be kJI led. 
~ l.R.S. u.ad u did not have an 

esum11e or wn.;.1 11 maiht cost lO 
c..ancel ~ proJ«:U . 

.. \llt are malca.ng a system.auc er. 
Ion 10 rrv~"' every m.a1or system 

~r devdopment 10 <1t1erm1~ 11 11 

1s worthwhile."' Mr. Gross s..t.1d ""And 
ti II IS not. in our JUdgment. 1 pn.i<knt 
mvcs1mcnt. ~ will recognue lh:it 
and stop .developmen1.·· 

The railure ol UlC modem.tullon 
erlon will mean )'C.lf'l ol rrustraooo 
lor tuPiytn who iet into a dispute 
~th the I.RS.. espec1all)" one lhal 
tnvolves records kept on t~ or more 
of its computer sys1crns.. · 

Mr. Gross uld that for the fon:Stt­
able future lhe J.R.S. must c:onUnue 
lD work with dcu:.cns ol antiquated 
computer systems thar cannot trade 
mlormaoon with one another. 

As the l.R.S. st.ans over. Mr. Cross 
said. II must abandon the "bl( bani" 
theory of 1111egraung aJI of Its c:om-

1 
puten at once.. and Ul.Stcad tmprvve 
opcrauons Pteoemeal. "We haYC to 
move and build off wtlat cusu tc>-
day.'' he wd man lnte~. 

lnc proposal to !\ave pnvate cxin­

tractors process D'ldJvidual tnc::ome 
tu rcwrns., a.s ~York Slate does. 
·d~ sharp qucsuorwig tram Robcn 
Tobw. president or the NaUo-\&.I 
Treasury Etnploy'ecs Union. He sakj 
thal at a cost Of Sl4 rnWIOll, there 
wu not much sannis m the plan. 

John Dalyrymplc, the. l.R.S. utfJ. 
ciaJ who made the pn:iposal. uJd that 
JUSl serung up a pllot procra.rn would 
take the agency ac least four and a 
t\&lr yurs. and added. "We are tu.Dy 
cognu.ant ol lhe nsJr. inhe~l 111 turn­
"'' such a cnt ac.aJ !)'it cm avt r to an 
OUU11e ;>:-:>c.~r.'" 

StoveraJ w1tncsscs cnucw:d the 
l.R.S. for no1 oiCUYCly mancuni ti"< 
hhng of tax mums etearon1calty. 
1 ut yur only 180.000 people fu.od 
lhcir returns lhrou,ch tniennedl.anes 
alter pn-panni Ulem W1l'l software 
on persona.I computers. 11nd m-enJI 
only 10 pcrttnl ol Lax ~turns were 
hied clc:c1romcally or by lelepbooc. 
: n Aus1 rah. 7CI percent Clf c.u rewrm 
arr filed clc:ct rorucal ty. 

Tu returns p~n:d wtth com­
mercw w11ware and then rllitd e~-
1 romcaJly 1 re V1nu.ally nror-frtt.. 
the commu.sion ~.-as told ln conU"Ut: 
when J.!t.5. ClcOO uttact dau from 
p.apcr cu ~cures and cnccr the sn­
formauon 111to the ag-cncy'& a>mput· 
~rs. the nror rate ts 22 pcnxnL With 
the c leric.s caw Ult lu II ~ en-on.. 

l nc l.R.5. wo~ out badtcn 
will ~I 1n10 1u computers. nqulrtl 
uu1 all elearonlc n:1ums be filed 
!hrouµ, app~ tnlermcdtancS, 
who d\arre u much u m per- re-­
tum for ~ ~rv)Cc. 
~ policy on m1trmc-d1anc:s dh­

coorq~ low-U\Ol~ 1.1.xp.y-cn 

lrnm UJl./ll lhe Kl"VICC and llO""On 
&-Oft wan: compAl\k:S !hat ~lop lV'. 

pn:--p.aralUXl profnnu. wd J~ 
F ~- a 1u pn:~rcr 1n Menlo 
PI rt'.. (ii 11. wtao n:-p rM-<:1ll c-d lhe N .._ 

t.ocul A.Uoe••lton of £.nrol\.c-(l 
Ar,r111. a pr~pan:r or1:amu1oon. 
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lJV r urges »' niie nuu.:;~ iu nC<..Xtte.1 uLe 

Consideration of Tax-Reform Matters 
By Gue Hrrr / /7 r chanred. and we hope be'U accommodate 

StQ.// R 1"pOT1 n- o/ Tt«. W AU.. S ~ rrr Jo l.1llH AL lha l " 

W ASHINGT01' - Republican traders Though several tax·refonn plans have 
Oied to breathe new Uk into the debate on been floated on Capitol Hlll. the Ointon 
lax reform. as.bnf President Clinton to administration has to dale 6tayed out of 
submit by May J a bluepr1nt for overhaul- the debate. Rep. Archer favors :replacing 
ing the way the rovtmment collects reve- the income tax with a broad·based tax on 
nues. consumption, while House- Majority 

Bui the White H~ said not so f asl. Leader Rlchard Anney -(R., Texas) is 
.. GOP leaders poantcd.I)' described tax advocating a so-called nat income tax with 

re Conn as a far-off roaJ when the I OS th few or no loopholes. 
Congress convened last month wtth R.tpub- "We'd llke for·the president to have a 
·licans prepannr for acuon on swttpinf plan, so that we can wort together.'' Rep . 
. legislauon to bl.lanct tlle budret by 2002. Archer said. ' · 
Bui an a lener sent to tht Whue House. -But kt the White House. spokesman 
S~aker Ne'll.1 Gmrneh IR.. Ga.1 and Barry Toiv said that "between now and 
Senate MaJonry Ltadn- Trent Loil <R.. spring, we expect to focus on balancing the 
M1ss.1 - JOine-d by tM cha.mnen or the budg-ctandprovidingtaxreliefforworking 
congTCSS1ona.J t.u·wnunr commmees- families." Mr. Tolv"said the White House 
suneste-d the woe of u.x rdonn shouJd will 1istcn to any Republican proposal but 
rt'ttlVe ao:"tlen.~ O>nSldt'nllJOO. fetlS lhal it already has taken a number or 

"Oe.uty. the tnneubUnyof our current steps to simpWy the tax system. 
lal: sysrem a.nd the q"Cncy whJch &.dmm· 1n their Jetter to the president, the 
isters 11 unpedt the DAlJon'1 pot.enuu for Republican leaders sa.id, "We believe 
~nom1c txJwwoa ... the lea.den wrore. there ts no single more important action 
"Wt believe llle factoC'l we have cued thar ycu can take In your se<:ond tenn to 
present a c1n.maUcally compdlinr au tor build a strong bridge into the 21st Century, 
f un<11.rt'enUJ reform of our muon ·s tv: and we stand ready to won: with the 
system... administration on a bipartisan basts to 

Tilt OYtn~ ~ amid [T'OWlC\f con· achieve this vital roa.J." 
ccrn o;i Ca.pltol Hill &bool rn&1\.l..t?ment or 1n the near-tern, !lep. Archer empha· 
the lnt.ena.J R.e'vt>nut 5e'rv1CT and a.s wme)~'z.ed that the GOP Congress ls ready to 
R..epubhciru. 001..abl)" H~ Ways a.nd mpromise With th: White House on 
Mew Ch.1.1man 8111 Art'hN or Ttus. udrer and tax·reli~r legisl<ltion. He said 
h.a ve bef\lI\ 1uunnni u1 l"'efonn couJd he hopes the White Ho~e Will agree to 
~Ip 1trtn.ctMn ~ hnancn: or fe-dcnl hlfher uu cuts than tht: UOO billion padc-
bcndu prorrvru a.re proposed by the president. bur .. I'm 

'&oday. we hot w-01 1 lellcr to tilt nor loct.ed in." 
pr:s1dcn1 W'i'lnt twn 1.o 1ubcru1 a t.a.x And Fra~ Raines. the While House 
propou.J tow tnal •llJ !x' umplcr. ll\41 ..;u budg-el chief. said on CBS that the ad.minis· 
be flJrcr. 1tu1 w1l.I CTtllt economic tntion. too. ls open to compromise. speclfi· 
rrowth. Uld uu.1 wtll ~UC'1' thr 1nous1on cally on a reduction ln the tax on capital 
of Ule lRS into our 11\T\.· Rep. An:her u.uJ gains. "What we couJd be in favor of rea.lly 
on CBS-i ··Faet lht ~auon. ·· ··1r1 nor JUSI depends a lot on what It costs." Mr. Raines 
the IRS. ll"s UlC 1yi1tm tnar' fOI tc be la.id. "We art lndeed willing to listen." 
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Republic~ns U~ge 
Tax Reform Plan 

')_-/tJ-?'_7t.c-,P . 
Republican' leaders said yester­

day that they want President Clin­
ton to propose a sweeping reform of 
the U.S. u.x system by May 1. 

The k2dcrs released a letter they 
5ent to Clinton citing a $4 billion ef­
fon by the internal Revenue Service 
lo build a new computer system that 
they saXi was a failure as a major rea­
&on why Clinton should propose a 
com~e overhaul of U.S. tax laws. 

House Speaker Newt Gingrich, 
Senate M.1prity Leader Trent Lott, 
House Mlprity wder Dick Anney, 
Senate Mlpnty Whip Don Nickles 

f(House wars and Means eomnuanee 
( t Oumn.tn Bill Archer 2M Senate Fi­
~ runc:e Caurruttee Chairman Wi . 

R.o<.h sent the ~ttcr to Clinton. 
The ux systc:m should be simpler. 

tix:y ~- • dmunatmg the nec0 for an 
~ agency lD ~ itw :and 
cab:lnang gvmgs and investment 

. White HC<..:se spokesman Barry T oiv 
uid the adrrurustration already has 
UU:o a number o( steps to simpty and 
rdoon the ux system. He cited cf­
f ons to Sl1Tl!>b:fy pe.nsiO"l plans for :;;rn:ill 

~ and to allow taxpayers lD 
file ~· ~ or do::tronically. 

·. 
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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 syst.~m by May 1-

They released 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~ complete overhaul of U.S. tax laws. 

House Speaker Ne~ 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 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 vastl')' simpler, they said, ~eliminating the need for 
an intrusive agency to administer it• and enhancing savings and investment. 

wwe believe there is no single more importa~t action that you can take in 
your second-term to build a s:rong bridge into the 21st century and we stand 
ready to work with the •dm!n1strat1on on a bipartisan basis to achieve this 
vital goal.· the Republican le•ders wrote. 

They cited es:im.ates th.i: ) million Americans work full time all year to help 
ta~pa~c~s comply with the t..ix laws a: a cost of some S 200 billion a y~ar. 

·Th1s translates into a tremendous productivity loss for our nation,• they 
wrote. 

White House spokesman Barry Toiv said the ad.ministration has already taken a 
number o! steps to simpl)" and reform the tax system. He cited etforts to 
simplify pens1or. plan&- for &11\.1~: businesses and to allow taxpayers to file by 
telephone or electron1c•!ly 

He said President Clintor. has already made his tax proposals, which includ~ a 
S l,500 education tax cred1: and~ 10,000 education tax deduction. 

•1f tile Republican le•derah1p has other ideas, then we are obviously ready to 
- listen to t.~~m.· To1v said -ee:ween now and early spring we expect to be 

focusing on the enactment o~ a O.l•nced budget that provide& tax relief to 

•v <1 < f.< • 'l ') f"' I"' .' I , <. ~ 



PM-Tax Changes.590 
Republic.ans press Clinton for l.l.X overhaul plan 
By JIM ABRAMS= 
Associa1ed Press Wr11er= 

WASHTNGTON (AP) RepubliCUJ leaden arc pressing President 
Clinton to come up with a plan to overhaul at.ax system they say is 
so complicated ii has even baffied the IRS' new multibillion-dollar 
computer system. 

failures in the Internal Revenue Service's computer 
modernization program have ··a direct correlation to the abysmal 
qualiry of the agency's service to the nation's taxpayers," six 
members of the GOP congressional leadership said Sunday. 

In a lcner, they urged Clinion 10 submit by May 1 a proposal ro· 
··fundamentally reform our natfon's tax system." The ne"". system 
should be fairer, simpler, less intrusive. pro-growth and flexible 
to technological changes, they said. · 

The lener was signed by Senate Majoriry Leader Tn:nt Lon. 
Senate Majoriry Whip Don Nickles. House Speaker Newt Gingrich. 
House Majoriry Leader Dick Armey. Senate Finance Committee Chairman 
William Roth and House Ways and Means Comminec Cbaimtan Bill 
Archer. 

Clinton has agreed that the tax system needs to be changed to 
make it simpler and to 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 Barry Toiv said Sunday that Clinton looks 
to case tax burdens through such means as electronic or telephone 
filing of returns. simplifying pensions for small businesses and 
t.a..x breaks targeted to families with children ... If the Republican 
leadership has other ideas. we're een.ainly prepared to listen." 
he said. 

The IRS has spent some S4 billion on a computer modernization 
program that has been plagued by problems such as databases unable 
to communicate with each other. 
Spcak1n~ Sunday on CBS' ··Face the Nation.~ Archer. R-Texas.. 

said "the bis pan of the problem is tlut the tax code is so 
comokx rhat ii rlelies irnpl':m~nrari:>r. ... 11·~ r.ot ju:t the IRS. 
ifs the s~stem thai's got to be changed.-

Rcpubhans will be pushing for more U..\ relief as they open 
rir:1;otq1ions this week with the White House on the administration's 
plan to ~lance the budget t~ ~002. s.aid Archer. ··nie bigger the 
number the bener.- he uid. adding. "Tm nol locked into a magic 
number· 

Clmton·s IQQ8 budget allo"' ~ for ~QB billion in ta.x cuts thMugh 
:wo~. i::oncen1ra1mg O'l break~ for coll:ge student..; a.id a 
S500-~-child u.' credit. Republicans want t"' icr: that much. with a 
far b~der cut m capiul gains uxe~. 

Senate BudFet Commmce Chairman Pete Domenici, R-N.M .• said the 
Clinion budret w.u lack mi; m steps to define the future of 
Medicare .an~ olher bencf11 programs. Hes.aid Republicans were 
unhappy Uut 75 percent of the savings n~ed to balance the budget 
an: robe achieved in the last N·o years of the five-year plan. 

Domcn1c1 .and other Republic.ans \o,Cf"C sharply critical of the 
prcsidenfs budge1 when it w.u rcleMCd lasl week. with Lon saying 
he wu ""gnivel~- dcprcs~ed." 

But "'ith Clmion :.cheduled to meet with congressional leaders on 
Tuesda~ to get nego11a1ions rollinE;. both sides were professing 
op1im1sm 

··nie chMlccs arc still good Iha! within a ~nable time we 
CAil get,. bipanis,,vi presidential congressional budget,- Domenici 
s.aid on CNN's ··Lare [dirion -

Sen. ChriS"tophcr Dodd. D-Conn .. appearing with Domenici. said: 
""This 1s the most op11mis1ic I've be-en for a budget agreement in 
more than a decade -



owner to the FA.SIT. and regulalioos should clarily the 
tax consequences U a person other th.:10 the owner 
sells property to a FA.SIT in exchange tor a regular 
interest. the report s.aid. 

The rules al.so should clarily lb.al regular interests 
c.a.n be issued on the startup day of a F ASIT as well as 
alter, and that the interests can have a principal 
amount that increases as the holder makes new invest­
ments and can provide tor passl.brougb of customary 
prepayment penalties on underlying assets, the report 
said. 

The association al..ro made recommendations in con­
nection with debt instn1ments, total return swaps, and 
other holdings by FASITs.O 

Tax Reform 

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 overhauling the income tax 
code, iD light o! the lnternal Revenue Service's failure 
to properly manage collection and enforttmeot of the 
current system. 

"We urge you to propose to the Congress by May 1, 
1997, a proposal to fundamentally refonn our nat.ion'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 Committtt Chair­
man Bill Archer CR-Texas). Senate M.aJority Leader 
Trent Lott (R·Mm). Senate Majority Whip Don 
Nickles CR-Okla). and Seo.ate Fmaoce Committ~ 
Chairman William Roth CR-Del). 

The six lawmak~ said ia their letter tbr1r COl'l~rr. 
was prompt.e<l by ms mention during t.be w~k or 
Jan. 27 that the t:u syst.erm modernu.al!'lD program 
ba5 bttn a failure. IRS Chief lnJormation OfflCf!r 
Arthur Gross discussed TSM's failure at a c;:~ung of 
the National Cor.lm~ioa oa Restnictunng ms Jan. 
30. While TSM's systemic problems have long b«n 
acknowledged by Treasury. Gross· teslJmony focused 
oew attcnuon on those problrou (22 DTH. C;-5_ 
1/:11 /97). 

"ffiS" ma~gement failure m•.:.sl be viewed LO t.be 
context of a tax code which tus grown so bombly 
complex that mar.y Americ.a.ns des~ir tlut only 
someone with advaa~ degrees czn even ho~ to 
figure it out," at:"COrding to the letter. 

Archer, appcarmg Feb. 9 .;;~ the CBS progr.-irr 
"FaCf! the Nat.ion.'' s.aid Cliatoa nec<b to undenund 
that "it's not JUSt lbe lRS; it's the syn.cm th.at b.u got 
to ~ ch.:rnged. Aod we ho~ th.:1l he'U accommod.it.e 
thaL" Clinton should ofter hi.s own pl.in ··so tb.-it we 

\l .. , 
can work together aad overhaul (the U:t code1'' Ar- · 
cher ~id. 

Clinton adrni.nistratioa oUicials 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 in bis fiscal 1998 budget plan released Feb. 6 
said the administratioa would soon send Congress a 
package of simpli!icatioa proposals (26 DTR G-(, 
2/7 /97}. 

White House spokesman Mike McCurry said Feb. 10 
that while the administration "i.S·very interested in tax 
relief or tax reform," the president continues to define 
"reform" a.s meaning simpli!icatioc and improvement 
61 the cuireat .system. 

The administration, in fact, believes "we've done a 
lot with respect to that subject already,"· including. 
easing tax filing procedures, McCurry said. . • 

What Cong~ and the White House need to focus 
oo now are the ta..x relief measures in the president's 
budget, .. McCurry said. though he added, "we'd wel· 
come the opportunity to see if Chairman Archer or 
others have additional ideas."O 

- B11 Joan Prude 

U.S. Budgot 

Senators Say Childfen's H_ealth 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 negoti.a­
tions. Sens. John D. Rockefeller (D-WVa} and Paul 
Wellstone (D-M.inn) emphasized Feb. 10. 

"Democrats are detenniaed to make coverage for 
those kids wbo doa'l bave health insurance a flat-out 
priority," Rockefeller told reporters at a Capitol Hill 
bne!ing. "Expect Democrats to be massively aggres­
sive on children's health care." 

Rx:Cefeuer Las <.onounceJ plans to add a bill of his 
own to a growing cwn~r of Democratic proposals to 
improve health insuran::-e for children, including a 
plan by Senate Minority Leader Thomas A. Daschle 
CD-SD) to provide ta..x subsidies for such insurance (7 
DTR G-7, 1/10/97). · ' 

A Rockefeller legislative aide told BNA Feb. 10 that 
. the senator plans to introduce bis own legislation SOOD. 

The West Virginia sec?tor's proposal i..3 likely to io­
clude a combinat.ioa o! "some very targeted tax cred­
its" for children's health insurance and improvements 
.and expansions to Medicaid, the aide s.aid. 

Despite the imminence of budget talks, the aide told 
BNA, it u premature to discuss Rocke.feller's proposal 
in more spcdfic detail because the senator is trying to 
work with Republicans to er.ill lhe plan before it ls 
introduced. 

'Kids Are Going To BtJ A Hug" laaw' 

Rockefeller aad Wellstoae met with report.er.i siln­
ply '"lo make sure that everyone knows tlut when we 
st.art these hudi;et negotiations, k..ids are going to~ a 
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THE WHITE HOUSE 

WASHINGTON 

January 19, 1997 

TO: MICHAEL WARREN 

FROM: MARK MAZUR ~-

SUBJECT: COMMERCE REPORT ON PRICING OUTLOOK 

You asked whether Gene Sperling should see the memo from Secretary Kantor on the 
Commerce Working Group ()fl 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 

~~;:V; costs. For this month's report, the summary would look like: 

Industries with Upward Price Pressure 

Steel 
Alur.linurn 
Zinc 
Petroleum products 

(e.g., heating oil, gasoline) 
Natural gas 

Industries with Stable or Declining Prices 

Automobiles 
Aerospace 
Medical devices and instruments 
Semiconductors 
Computer equipment 
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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NEC STAFFING MEMORANDUM 

------
Date:-dn._ AGtlOiliConcurrence/Comment Due By: __ ,_6_1 ___ _ 
Subject: 

ACTION 

Gene Sperling D 
Dan Tarullo D 
Tom O'Donnell D 
Pauline Abernathy D 
Lael Brainard D 
Paul Dimond D 
Chris Dorval D 
Wendy Einhellig D 
Melissa Green D 
Jason Goldberg D 
Elgle Holstein D 
GayJoshlyn D 
Tom Kalil D 
Bob Kyfe D 
Malcolm Lee D 
Sonyia Matthews D 
Mark Mazur ~ 

FYI 
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D 
D 
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ACTION 

Elaine Mitsler D 
Kristen Panerali D 
Dorothy Robyn D 
Ellen Seidman D 
Kevin Varney D 
Helen Walsh D 
Michael Warren D 
Dena Weinstein D 

D 
D 
D 
D 
D 
D 

Michael Warren 
456-5807 
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THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

JAN 1 1997 

MEMORANDUM FOR THE HONORABLE LAURA TYSON 
ASSIST ANT TO THE PRESIDENT 

FROM: 

SUBJECT: 

FOR ECONOMIC PO 

Michael Kantor 

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. 

Uni! labor costs (which a.<ijust increases in compensation for pro<ll!ctivity improvements) are 
beginning to increase for non-farm business, as a whole, but those for the manufacturing sector 
continue to decline. 

Enclosure 

cc: Jared Bernstein 
Joseph Minarik 
Alicia Munnell 
Joseph Stiglitz 



INDUSTRY-LEVEL PRICING OUTLOOK 

November 1996 

US. Department of Commerce 

Economics and Statistics Administration 
International Trade Administration 
Washington, D.C. 20230 
Contact: (202) 482-0096 or (202) 482-2056 

At the November 15 meeting of the Commerce Working Group on the Pricing Outlook, industry 
experts reported that inflationary pressures remained minimal (fables I and 2).1 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 ind~ output and 
continue to far outweigh those experiencing upward price pressure (Figures I and 2, and Table 
3). 

Industry analysts expect steel, alwninum, 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 

~-:z~~ 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 adjust i~creases !n <X'mpensaticl!l for produ~tivity improvements) beginning ~o increase 
for non-farm business, as a whole, but those for the manufacturing sector continue to dt".cline. 

INDUSTRIES 

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 increased 
flexibility to maintai!l or reduce prices in the U.S. to maintain or even increase m2.rket 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. 

Aerospace 

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. 

Computer equipment 

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 cat 50 percent since last year. 

Textiles 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. 
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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 coul_d 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. Asswning 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 Sum~tomo trading scandal. Price 
increases will be kept in -;heck in the comi.1g year, however, by an expected supply glut. . 
IPcreasine demand and high, but sh..-inlring glc.tal im:ent'Jries sl1oulc! bocst ah.l.Illi..'ltuT. prices. 
Zinc supply shortages could decrease inventories to a level that will force prices up ab<.•1.!t 10 
percent on average from 1996 to 1997. Future lead prices depend on global cJimllte conditions; a 
cold winter would result in higher prices for lead as demand for replacement batteries for 
automobiles increases. 

Large integrated steel mil!s are implementing price hikes for flat rolled steel beginning in th.e 
fourth quarter 1996. This hru; spurred a surge in imports in rcc~nt 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 CPl-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 of0.2 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. 
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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 

.... ~~~.:.}> _.. TransportaLon -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 good~ 0.1 0.3 -0.1 

Services 0.2 0.2 0.3 

Source: Bureau of Labor Statistics. 



Table 2. Percent Changes in the Producer Price Index 
(PPI) 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 .. 0.9 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 l / 0.5 D.4 -0.1 -
Plastic resins & materials I/ 1.6 1.8 0.9 
Plywood l/ 2.0 5.7 -3.8 
Woodpulp 1/ 2.3 -0.3 0.3 
Paper 1/ -0.3 -1.2 -0.8 
Paperboard l / -0.1 -0.1 -1.0 
Materials & components 

···;:$# for construction 0.3 0.4 ~ -0.3 
Soft\Voodlwnberl/ 4.3 2.7 -5.1 
Cement 0.2 0.4 0.3 
c~ncr.ete pr·:-dur,ts 0.0 0.4 0.! 
Gypsum prociacts 1/ 3.7 I. I 1.8 
Steel mill products 1/ 0.6 0.3 -0. l 
Primary nonferrous metals l / -9.9 -0.5 -1.6 
Motor vehicle parts 1/ 0.0 0.0 0.1 
Aircraft parts & aux. equip., nee. 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 7.3 8.5 
Logs, timber, etc. 1/ l.6 0.8 1.7 
Wastepaper 1/ 2.7 2.9 8.6 
Iron & steel scrap l / 0.0 0.4 -4.3 
Copper base scrap 1/ -4.1 -1.3 0.1 
Aluminum base scrap 0.6 1.7 -1.5 
Construction sand, gravel, 

& crushed stone 0.1 0.0 0.1 
I I Not seasonally adjusted. 
Source: Bureau of Labor Statistics. 



(1) 

Dec95 
Jan 96 

Feb96 

Mar96 
Apr96 
May96 

Jun 96 

Jul 96 
Aug96 

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

(2) 

Sectors added 

(3) 

Percent of 
pvt. industry 

Sectors described below** 
Hotels, lodging 0.9 
Oil & gas extraction 1.2 
Non-metallic minerals 0.1 
Television and radio 0.7 
Petroleum 0.5 
Legal Services 1.5 
Tobacco 0.4 

Air transportation 0.9 
Lumber 0.5 

(4) (5) 

Percent of 
Sectors dropped pvt. industry 

Printing -1.4 
Personal care serv. -0.4 
Medical care serv. -6. 7 

Oil & gas extraction -1.2 
Non-metallic mineral&<>. I 
Entertainment serv.- 1.3 
Petroleum -0.5 
Legal Services 
Farm products 

-1.5 
-1.5 

(6) 

Cum. 
net 
total* 

14.7 

16.8 

17.6 
18. l 
19.6 

18.2 

12.9 
11.7 

10.3 

6.8 

•For each month, previous cumulative net total plus su.'!l of column (3) minus sum of column (5). 

•*As of December 199 5, these sectors showed inflationary pressure~ (defined as price inflation above 
3.5 percent ~tan ann11al rate over the previous six months): mP,dical care services and insurance, 
education, printing, auto insurance, miscellaneous repair services, food and farm products, personal care 
services, and entertainment services. 

Notes: 

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) 

Price pressure 
(inflation over 3 .5%) 

" 

No price pressure 

Based on 1994 output share 

Data not available * 

59.8% 

• Data unavailable for the wholesale, retail, finance, and business and misc. services sectors. 

Data sources arc 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 arc 
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 Output Experiencing Price Pressure* 
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• "Price pressure" is defined as an annual inflation rate 

in that sector of more than 3 .5 percent over the previous 6 months. 



Figure 3. 

Compensation and Unit Labor Costs in Non-farm Business 
4 quarter percent change 
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ource: Bureau of Labor Statistics. 

Figure 4. 

Compensation and Unit Labor Costs in Manufacturing 
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DRAFT 

MEMORANDmd FOR ERS 

FROM: ING 

SUBJECT: "C:h.oice" -Fault Auto Insurance ., 

Both you asked me to look in10 whether "choice" no-fault au10 Insurance plan devised by 
Jemey O'Connell and Michael Horowitz ported by Senator Dole in last year's election, and 
now proposed for implementation in Ne eney by Governor Whitman might be 1ometbiog we 
would think a good Idea u a matter of . My prellminary response ls that the 
Admllllstration should not rejeot the plan of hand·· it bu positive features, including some 
that go beyond auto insurance premium r uction, that suggest a closer policy look b 
appr.opriate. During the 1970a, the Ca..-t dministration mpported national no-fault. There is ·. still staff at Commerce and DOT who w part oft.hat effort and have aome expertise in the 
field. Befon> deciding to pumio any fo f no-fault, we should bring these agencies into the 
process. 

One preliminary question is What "su 1 for a "ohoice" no-fault plan might mean. It could be 
as little as usins the bully pulpit to say is a good idea and states ahould look Into it. Or u 
much ll8 supporting federal legislation to uire states to adopt choice plans. A lesser nltemativc 
would be to provide federal incentives, s es increased hiehway safety or medicare funds, for 
states that adopt choice plans (presumabl nes that meet ~in :statutory stantard:s). Simply 

·~ 

authorizing states to adopt such plans is gaily meaningless aet, since they can do 10 already. 
-i•,u"""'' These de~es of support implicate issue ff ederal preemption of state ton law as well as 

q11estion111 related p\irely to no-fault. 

Wbaj i3 no-fault? 

No-fault auto insurance is essentially firs any cnve""age: if you're injured in &1 auto accident, 
your carri-=r pays for your inj11ri.es1 1.11d y right :O aue the other party (if there is one) is either 
non-cxistc:-.t ("pur.:" no·fault) or circw-,19 ibed. Almost all no-fault policies Ze\ their savings ' 

from the fa.ct that only economic damage e covered ··no peln and suffering. No state has pure 
no fault. Depending on how you count, ut 13 stares and Puerto Rico nave some form of no· 
fault. In New York and Michigan, whic equire extremely serious end objectively verifiable 

1 J\.iuch auto property damage ( e auto) Is covered by collision insurance. Same 
&te.tes have experimented v.ith broader ault for property damage, but it was neither veey 
effective nor very efflcicnL It Ill generall not en issue in the debat111. .. 
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injuriea to get into court, it is reasonably ective in holdina down costs and keeping cases out of 

.·r. 
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court (e.lthougb New York premiums are eh for other reasons). In other 1tatc1, which have -
weak verbal or doll111 thresholds, or a ri o choose to litigate after an accident, it hu been less 
effective. 

"Choice" no-fault is a system under whic . ~r• would be aivcn the option of choosing either a 
pure no-fault policy v.itb fairly high polic limits (e.g., $2SO,OOO) but 110 access to court or a 
more expensive policy which allo~ co access bu1 in which the policy-holder's insurance 
company would pay, no matter who was fault •• as l!J the c:ase with uninsured motorist 
coverqe today. Governor Whitman bu osed a variation of this system. There would be 
four policies: pure no-fault at the $250,0 level (which would have a premium reduction of 20-
25%); pure no-Wilt with an ability to col t for pain and suffering on a first party basis (which 
would result in a premiwn reduction of a ut 8%); no-fault but with access to court with a high 
verbal tbrcshhold (reduction wi1t11ted but ould be some); and the traditional second-party 
liability sys~m with wifcttered access to urt 

Problems andonommltles 

The usual rationAle for moving to no-faul ii that it drives down insurance prcmiwns, and the ,. 
usual response is th3t it unfairly keeps lnj ed parties from exercising their constitutional right to 

B.Ccess to court. A collateral argument is t first party systems "punish" both &ood drivers and 
ba.d drivers who get into accidents, wher the oUITent system pl.aces the burden on the bad 
driver. lbis set of arguments docs not te e whole story. 

Flaws in the argpment in Fayor 

Theoretically, no·fe.ult should reduce au obilc insurance prcmiwnJ. A 1996 study by the 

""" Rand Institute for Civil Justice conclude It pure no-fa.ult would reduce penonal injury .,; .. 
premiums by about 60%, and total premi s •• after taking into ACcount the SO% of the typical 
premium that is for property coverage -- about 30%. There are several reasons this has not 
been borne out In practice in the Stales th bave adopted no-f~ult, and some additional rca1one 
why ccnaln :natcs arc likely to benefit le h .. dl•Y cvc.nt. 

• As noted above, no gtate pure no-fault. Where there are weak verbal 
threshholds or dol!ar thre olds, not only do ca:ies continue to get tc> court. but 
there is pre&s-ure to inflAtc dical expenses to exceed the thresh;))d. .. While le~al costs are a si fl cant part of the premium dollar, other co&t1 a:rci also 
important in detennining w fast premlums go up, such as the rate of increase in 
medical costs (leaving asi any impact of no-fault on these co5ts). Moreover, 
automoblle Insurance is 11 mpctitive business in most states md insure.nee 
companies regularly cycl ough periods of declining and rising premiums. 
In states with a very high portion of single-car accidents-· i.e., most rural 
i;tates •• no-fault does: not ge the complexion of the payout system, and 
therefore sMuld not have uch effect on premiwns. which are u1mally fairly low 

;: 
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THE WHITE HOUSE 

WASHINGTON 

February 18, 1997 

MEMORANDUM FOR GENE SPERLING 

FROM: ELGIE HOLSTEIW If--

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 Th~y 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 
~hat are disproportionate to the actual risks pased tu 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 ClJmpl2in 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 

lnteragency discussions are continuing. Bruce Reed had suggested that this EO might be 
appropriate for the upcoming WH conference on infant development. 1 anticipate making a 
recommenJation to you later this week regarding the need for an NEC principals meeting. 
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DISCUSSION DRAFf ... DO NOT CITE OR REl,EASE 

PROTECTION OF CHILDREN 
IN FEDERAL ENVIRONMENTAL, HEAL TH, 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 knowled~e demonstrates that children are parricularly 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 their 

body weight than adults, and spend more time outside in play, so they may be more 

expos'!d to toxic pollutants and other environmental hazarcis; 

• Children are less able thm adults to recognize am! to protect themselves from exposure 

to toxic pollutants and other environmental hazards: 

• Children face potential exposures to toxic pollutants over their entiTe lifet~me, with the 

pos~ibility 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 frequent ingestion of non-food items). 

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

our understanding of how envirorunental, 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 thi~ challenge, acting to address tl-Jeacs to 

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 Federal government must establish a national policy to protect the health of American 

children from environmental, health, and saf.:cy ?:lazards, 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 necessary 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 panicular 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 envirorunental 

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 bow 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: 

Section 1. Pol icy. 

l-101. Each Federal agency shall make it a high priority to identify anci ass~ss 

euvironrnental, ·healr.h, 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 <tppropriately address, c!ispropcrtion:ite risks t') children 

tliat 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 a~encj'. means any authority of the United States that is an agency 
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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 re~Jatox:y 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 envirorunent, public health or safety, or State, local, or 

tribal governments or communities; and 

(b) Concern an envirorunental, health, or safety hazard or risk that may 

disproportionately affect children. 

Section 3. Children's Health IWG. 

3-301. Within 60 days of the date of this order, there shall be established o.n 

interag.:ncy working group (IWG) on Childre!l's He'1lth, which shall implement and promote 

ihe 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 Department of Agriculture (USDA); the Department of 

Energy (DOE), Department of Health and Human Services (HHS), including, the Centers for 
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Disease Control and Prevention (CDC), the Food and Drug Administration (FDA), and the 

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

(HUD); the Department of Justice (DOJ); the Depanment 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 IWG shall develop a coordinated Federal strategy for Children's Health 

and Safety, to include at least the following elements: 

(a) Statements of principles, general policy, and targeted annual priorities that will 

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

(b) A coordinated research agenda for the Federal goverrunent, 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. 

(c) Recommendations for appropriate partnerships among Federal, State, and local 

goverrunents and che private, academic, and non-profit sectors. 

(d) Proposals to enhance public outreach and communicaticm i:o a.ssist familie:; ir. 

evaluating risks to infants and children and in making informed consumer 

choices; 

(e) An identification of high-priority initiatives for the Federal government to 

u11cie1take ill advancing protectior. of childreP.'s health an<l s:ifety. 

(f) 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 che 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 

report 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 ac the Assistant Secretary level or its equivalent. 

3-306. The Administrator of the Envirorunental Protection Agency shall serve as 

interim chair of the IWG, with responsibility for arranging the first meeting. At the first 

meeting, the IWG shall elect a pennanent 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 for continuation of the 

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

Section 4. Research Coordination and lnteiratioo 

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 C0mrnittee shall present to 

the IWG a proposed plan for establishing, maintaining, and keeping current a consolidated 

research data base that lists and describes all research conducted or funded by che Federal 

government that is related to adverse health effects in children and infants resulting from 

exposure 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 

ini~atives 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 to 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. A~ency environmental. health. or safety Ieilllations. 

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 

law): 

(a) An evalua:ion .:if tt.e effects of the covtreci cegu:i.atory action o.n childre11; 

(b) An assessment of pocentially effective and reasonably feasible alternatives to the 

covered regulatory action that have been identified by the agency or the public 

ar..d L1ac may be more protective of children; and 

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

identified potential alternative(s). 

5-502. In emergency situarions 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 proceedings so 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 Proyisions. 

6-601. This order is intended only for internal management of the Executive Branch. 

This order is not intended, and should not be construed to create any right, benefit, or trust 

responsibility, substantive or procedural, enforceable at law or equity by a pany 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 shoulc:! implement this order consistent with, and to the extent 

pennitted by, existing law. 

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

revoked. 

The White House 

'1997 
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·. . //. . "··a...~~C.\~.\\'\'~\t'\~ rw~'"~ 

. . . ~ow. TH~~o0~~~sh ~ ~rdinated fed~a~iratCgy for the prorection of . .,.,~~~~se. W . '· . . 
....,. children from the ~-venvironmental, health, and safety hazards, and by the authority vested , " 

.. in me as Pr/idem by the Constirution and laws of the United States.of America, it is hereby 

order~d .. p.S'°follows: -....... 
'·· 

5£ction 1. PolicY... 

1~10 L Each Federal agency. shall make '.it a high priority to identify and assess 

environmental, health, and safety risks th.at may ·ctisproponionately affect children. 

1-102. · Each .Fede~al agency·s.1=13ll ensure thafit considers,- and that it.S pol~cies, 

~ pro·grarn·s. ·activities, and standards ~f'FeflFiateiy address,. dispr.oportionate· risks to children 

~ that result'from·enviio~ental,-h.ealth, or' safety hazards,· to' ti?-e fu~l~st exten~onsistent with . 

. _ .· ... ·the agency's missiort and applicable law ... _ ·. · _ _ · Q.pipr1rri·a..tc · - · · 
... J>or: ~"5'?le&:.t$ ~. \-\o.3 . El.01.ivi~pe~nde11t' :~·w~~C?ry o..L:Je~e-y' .stiou.tJ- .... ,... . ,· 
. · ... '" +;\.\e \ ~?\~~t\o~. ·.of ·th~5 ~x~"~ .. Onier M if ~hoUld ~tnp\p>..~~c.qx>-te. 

· . \+~ '?"6"\ ~ ,o hS - · · . · · . . 'f Wi+'i -. 
· ·· · · _Section· 2·; Definitions~· The follqwing definitioris .shal\ apply. to this order.· . .. : .. 

., -
•, '• ,. 

. . 

~ 2-201 .. Federal a~ency means.~y .authoricy of the Uriited States that i~ an agency -

··n RAF T:·2~s.pm.l '.:. ..· 3. ·~ 

: , 
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@oos 

DOE. su~Jes\-;oi\ 

~ .. under 44 U.S.C: ~5Cl2(1)~ ~~r than~ :O:~~tod to be ~ndem ~ ag~.f.J ·. . 
~ de(is&j ht ...- u .s.c. 9i9Q~. Ageac:1cs not sL1bJCCL to· tiri'S ExecDQve lfrtteI ?le eucott1age4- · . 

. . . '8 '~i~a~ ~ ~ ~l'i~~ateB ~ ~ -~ftftsiln theh p1og_1a111S :an4 -~w.i~& .~Q its . . . . ~~~ A~ 
. ..prnyi5in:A&_ For p~~ses Qf this order, military depanments,· ~defined in 5· U.~.C.· 102, ~e 1 ~~~t 

. . .. ~t)(f)· 
~ ~ ~overed unde~..ffte attsp~s otthe Department of Defem~: · . . . , .·. . . ~\.\i · ·. · . 

• "2.~Z;o2 :I:ride.pey,dentr~W.°'"+o'"'t. %~'21 ~~ ~'/ 0-fj~tc)i/·t•·Y ,-,·'., .. · :·_: 
")f\Lt\Ad4lc) 41\ U,S,C• 3i>~°Z lJO) · h:J-,.i:: ~- .;'-· -: ... "":; . . :~.· .. ;-· -.: •'Y.,A.~1 ~~f-of.. W.~Gl,-;-o.. ndti~t.· 

2-2~~ Covered reiUlatory action means any substantive regulatory actiotPtBi#ared ~ ,pt"oposed 
after the date of this E~ecutive order thatffs likely tQ\i:esYlt ill~ Nl& fra·~ may· ~~~;~ \i St. , · 

. . · . '\.!; , ~~ · · - --,.-1n:o 'w.1 a.W IS 
. · . . . . .o'/c~liroacl? · · '?~t\~'1\~J 

. . . . . . . 

. (a) Have an annual effect on the economy of $100 million or more or adversely 

affect i~ a material way the ~conomy, a sector of the economy, productivity, 

competition, jobs, the environment, public health or s_afety, or State, local, or · 

tribal governments or communities; and . . · · ·. " · r-.1e»r-!~ ...l ..J-. . . . ~e~~ 
(b) Concern an envii:orunental, health, or ·sa:fery hazard or risk tha~~ · · · · . 

disproportionateiy affect children: · · - . ;t's 1-rl.G ru&.Yt... . 0... rtiP $ ," ·~ 
-:_+,;-:~;· i...( H~ c;LA~'jes ~ \to.C:.k ~ o~W" c)e.•Je.\o~\'\\l . 

I , _ .\ c,WU--~~' ~ . · . , ~\o.."·\.Je ~ . . ~-

·,. 

Section 3, Children's Health IWG.. \ ;·..-v,·,1C-<I :\'\ "' <>to. V"'~~: ~~'o.°*'~< !JcY...o.$\ _'(:!G~.o..< 
: · · . ~··· r_o0V:°-°'':L~'< (,)!.... ~-~e'C\. · ~\o...l(O'<"l o.J tv-0- .... t • r_ v-- 'I("',.,... . O •\,.;,,,.~ '(t..C.S · \ · · 
' . . . ' ,• 0""' ' c:;e,'i\l(' '"<'Joe" -p' - .._,.l€). 

,, · 3-301. Within 60 days of the date of this order, there shall be established ail 
( ~srr-'.; 0.. ro..~ ~ F"'r' C- . . ' ' . . O,v\d so.~ T'{ ' ' ~is S(..(._f;u~. 

· i:ftteragcn!"Y wo~king g1cnp (IW6J on Cllildren's Healtliy which shall. implem~nrYand promote 

.. 

: ·the· purposes of this section; 

. TP 
3-302. The"'fW&5hall be composed of representatives of Federal agencies and W·hite . · 

. · &lSU("\V"A -The nect\-t'A,~fe.+'f, a we 11 be·1 n::J of 1 :House o~ces with r~·sponsibility for·tfle-..regula~ of dsk:s frem envi~nmestel, heelth:;-0r 6'\\orM · 
·. ui:e~ .~a~ds~ or whos~ a~ti~itie~ Iri~y ~ub~taritialiy affe~t"sti~h-haZ~~d~·. ·or·'fil~~~~~ 

.· . . . . .. . .. '. . . . . . . .. ·· .. . .. · ' .. ' ' 

.. :scientific·ot in~ical researc~ated co suc:ft risb er,haz:tlf~ Member: agencies. shal~ include,-
•. I . , • . . , . , 

.. .'but ~e· not.limited to; the co·nsw:ner Produc.t-Safety .~ommission '(CPSC.); the Council- OQ. 

:· Environme~~l QU·~lity (CEQ):· Che De~arimerit of Ag~i~ltUre'(USDA};. the D~arunem of 

Energy ·.cnoF:)." Department ~f Health and Human S~rvices CTiHS), includilig~ theetlltefli ~,~ 
··:.·.·.":.· .•. ·. : •.... ·1 .. ·· .. ·.· ... ·, ·~··,.·· .... ·.·· .• · .. · .• 

. . . · ,. ·: ·.DRAFT: 2~5.pm.1 . . . 4 .·. jlJ..15+.t;s+" 141+5 .QA ~-~btr.. .~en<.~ 

. , .. . . f re-nwve l1S~t~ tfHS O~r:~- ·. 
· · ·· ·DiVJ'oi·o~ (tJr 1-1, r="'D"i,.C~) ·. · 
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. . 
Di.nase e&ft~el and Preoendotr(CDC), th& Food amt 91ag Adtn:hdsaactoli (PB~ and the 

· ··~I 'imittmtcs .. of H~ltft {'lfflij; the Department of Ho'lisilig and Urban DeveloPinent ·. . · 

. CHUDi; the ~epanment :of Ju~tice (rioJ);.the Depamne~t of.Ti:anspenation; the Qo~ti~ · ... 

~006 

. Policy Council (Dl?C); the Environmental P~otection Agency·(E~~)~;ie.Office of · . ~~N\A.dm 
M~geme~t and· Budg~t (OMB); · ~d the O~~ of Scienc~ and. Technology ~ol.icy (OSTPfR'25'-lktftij 

No.t\at'\ct\ SG\eV\C e.. "fu.J.y\d~t,on (NSF), ~.·~Ed .. , ~O. · . Cb~issioti 

3-303. ~he~ shall develop a co~~dinated Federal strate~ for Childre~'s Health. . · 
LO.I'\ . 

and Safety,Y'lO include at leas.t.the following elem~nts: . . . . . . 

-to· '~\e.V\-\ent "the po\i cje.s o..nd prin.c.i~I~~. of.-ttie ~)'~hve.. Orde...-. 
O\ore.de~,\ed . "· ··OJt'ld ·.PQhC' ~! ~~f~~i~ . . .. · . 

. ~·c. {a) Statements ofprinciples(;eseNl peli'°"r au · . ·oriti86 th~ uiU · . 

'b)S~~ ~ ~e the Fe~eral ~PP.roach to achieving the goals of this order. .:.. .. J.....L: ,,....~· 
. a~\o..,- .. ~ C'n1\dren~S . y-eeomm~1on., 
~ J ~~ . , • tl"'1i. ~L A coordinatedvresearch agenda for the Federa~ government, including 5tiOp6 to . 
c,l{\fl • ~ \~ - ) \ ~ . 
~~' ~~~o... >. implement the plan for.me co1isoi~datc;d ~ese.arch da~base develo~ puooiant to,. . . _ 

.. """"'-(Tl rl~ . . . d '. . b d . l' h th. oM6r.t5f'\~ ..\0 ~ (, c:p.-~' 1 section 4 of this ~r .er, and 1~r a cro~s-c~tt~ u g~. to accomp 1s .~. .· . · '~'. h 7 · 

~··'·-~~'<AS· research .. DOT otUed-S \f~\rne.nt as-\il\~I\1~ P-Jfs~~f~ 
~~.~~-z,.O' (d) Recommendations for appropria~e partnerships among Federal, State, and lqcal 

governments and the private, academic, and non-profit secto1s. 

~· . · . Proposals to erJLlnce pUblic cutrea.ch and communication to as~ist_ families in 

evaluating risks to infants and children and .in making infonned consumer 

: choices; . . ... o~),;\0\'\ \denh.{-;ed ~ l=eder:oJ o.,~er\cie.~ 
· An identification. of high-priority 4fti~ftti~s\' fer the Pe~eral g;e o erfllft@~ to be 

-? unclertakehin ~dvancing protection of children's health and safety)" 4"-. ~- . 
~tj' · ft statetnenH-egsrdmg-4\e-\ksirability g.f.new ·1egislati0ft;-'.G fulfill gr pre~~ j · 

. pQFf10Bee -ef dtie-E~eetniv.e OraQr., · .· . 'tn ~\...ui"''Cj ?~~ f)e,W . 
. I · . : J L - . . . · · I · . \e~ \ '6. \·Od"\ OV'\ ~ ~t- WO · · · . 
,t:OT)- sho.v.\o Q:.,~1e:_~ 1 ~ G\.U-00\~\\s.\n~n\~ ~\. 

. . . : 3-304; The rWG :sha~u~prepare a tepor:t -on research~ data, or other : . 

. . . . :· -~~rmatjcn ~t Vw'..oµld·enhance our :abilit~ ~ \Jnd~~s~, ana.IY~ .•. a.~d. respond . .t~e~·~ ·.. .· . 
. · · .. ·.em•irqntl1ental, health, and safety. risks· to children. For purposes of. this report, ~ Federal : 
. . ... Q.~e,("ac.Ae.s . . . . . . . . . . . . .. • .·. ·. .: . . . . . . . 
~agency shall identify and specifica.liy descri~e for the· IWG=!ff.data needs that have arise·n in 

DRAFT: 2.5.pm~l s· 
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·th~ CQurs~ of the age~cy's programs and activities, incl*djng re¢.a~l)' .and 'enforcement· 
relo..+ed -to ~nvirol'lm~-to..1,.n~Hh,.&SIJ.fc:fi r-1slc,S -tO dl1fd,..eyt ·. . . 
'actions~ 'J'he IWG shall.incorporate agency ~bmiss1ons into Its ~port and ensure.that tJlls 

. . . . . . . . 

r~port is publicly av~ilable and widely .d~einm.ated. The White House· 9~ce o~ Science and 

Techilolo~y Policy. and the .National Sdence arid Teehnology CQmmittee shall :ensure -mat thiS. · 

report is fully considered in establishing research priorities. 

3-305. The J:\YG shall be composed of the Secretary or head of each of the member 
. . 

. agencie.s, or .their designe~s at the .Assistant Secretary level or its equivalent. · 

~007 

.. · . . c,..M4 flu, Sd,,rtfo.ry_ r,.f +~ 

--.....~-· 3-306. The Administrator. of the Environm~llw Pr~tection Agencrshall serve.as ~f~~J 
interim chair of the I\VG, with respon~ibility for arranging the first ll_lceting. At the first Se.J-·v 1 c~~ 

m~eting ~ the IWG shall elecr a permanent _chair, who ~ill serve for a period of ·one year . 

. . Subsequent chairs ~hall be. elected by the .IWG to s~rve for Qne-year terms, with no one. 

member agericy holding· the chairmanship of the IWG for more than two consecutiv~ one-year · · · 

,.,,,.,.""·' periods. 3 ..-307 _The W~~-t:(=, .\-\c~~ 1)~~+1.cyo\\C'l_ Co~C) \ wi.~\ fdci.li!a.t~ .. 
·.·~~'*·~.,~ dt!L-,s,ovi ma.k\.Vi:J w/,n +h~ Ao\1\-'\\Yl~s+<-o...\-\oY\ oV'\ rec.om~°'~'MS 
, .. ., · ,pf -+he :rw G 

3-30J. The IWG shall exist for~ p~riod of four years. At le~t six· months prior to.the 

. expiration of that period, the member agenc.i~~ ~ sheill aSSi!SS the need for co~tfouii.tion of !he 

IWG or its functions; and make appropriate recommendations io the President~ 

Section 4. ·Research Coordination and Integration. 

4-401. Within six months of the date of this order~ il1e White House Office of Science· 

and Technology Policy i:.nd ·the National Scien~e aha Technoiogy Committee ·shall present· to ·. 

·. · tlie: rnr(J ·a proposed p1~n tor esrah1isii~ng.· maintainin~: a~<l iceei>lng c~rre~t a coiisolia~~<f · 
. · • r<sean:h da~ ba~ that lists and des~ribe; all reseaichCondu~ted or fuooed bY the Fc:derll~ ·· ~cMdi 

· ·government that is related ~·adverse. heal":' effects in c~dren .aru[i!if'aiftiiresulting· from 4-h~~~\ 
. . cxpos~e· to enviro~~.~-~l. health, or. safe~-~~~s .. ·Tlll~ pl~ri shal~ ~l~de .. ·.· ·: .. ·. ~~~,~~\dfCV{ 

recommendations to en~ure that the activities ·of the I:WG and !Jtber requirements of this · 
. ·.· . ~ . 

..... : -D·R AF T:.2.5.pm~l ... 

··, 
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Executive order ~e fully integrated with, and not duplicative of, other cutTent or· I?lanned·· 

initiaiive~· with .tesi)ect ·tc) ·children's health. and safetY. . . . .··~···. . . 

. 4-402. The propos~ ... plan. sh~t ·promo~ the submission of info~tion ~n academic 
• • • ' I . . . . 

and oilier private research for inclusion in the data base ... 
I I ' • • f • • 

. 4~03 ... the plan Spall inelude .provisions to c~ur~ that the consoli~ted rese~rch data 
' . . . 

base.is available fo the public, to the scientific aild academic communities, and to all Federal 
. · · · "'Sii -pr.\'l/O..O../ '1.ssu.e.s ~ · . · 

agencies. . conf\&Jt"\"fioJ~ . . 

Section 5. Agency environmental. health. or safety re~Jations. 

· 5-501. For each covered regulatory a,ction sul;nnitted t0. th~ Office of lnfofII?-3tion and 
. . ~edet'Q.I . . . 
-~·Regulatory Affaiis (OIRA) for review, the agency shall provide to OIRA the following · 

information devefoped· as part. of the agency'.s decisionmaking prqcess (unless prohibited by 

~008 

. ~: ~-e. 
law): oVld c.~~·-~e. ov M' 

1e> c,\ 
·~ <o?of-~ohO..~ 't\.o.."}P..f" 

. · e.i.+t~+fHv~ic.\ioi . · °'~'~v ov- v--\~~ 
~ {a) An ·evaluation of the "e"8~ts "gf the_ CiJ·;ered reglllato!;• actio~on children; +. 

(t>o\) :t;f-tne ~c...·F,on \·s e~?ee-+ea.to d',~propo--\-1ono..i't\'/ <lffec..1 
c.V\,\ dre.t\,~€. o..~e.,lc'{ ·s'no..\\ o..\so ?rov\de.> 

(b) An asse~sment.of pN~ntially .effective and reasonably ~easible alternatives to the 

covered regulatory action that have _been .idep.tified· by the agency or the public 
v-rio..y ·n'orC'"ef~e(..+\~lv Min"~+< di sproport1ot'\o.._tt 

~ and lhat JR8Y 'ail mere prcr.iz&!tYe of children; and ~{.fr~ .J. s· f . j_ d . 
· . ~C.:1 c> ~ ,.,~ "'Z...CI (" Q\' 

. . . y-·,5K OV\ 

. . . . 

· (c) An explanation of w~y the covered regulatory action is preferable to·tlle 
. '... . .... 

identified.poten~ial alternative(~)." . 
. , .. 

. .5-'592·; )n.eme.rgericy sit\J.ations or·when an agency .is obligated by· law to act.more· 

.·. · .. ·. q~ickly ·~an n~ ·~e~.i~w-.~roce~~re.s a.Ho.w., the. agenc~ sha~~Dl/J.:~ith .ilie :provisi6ns.of . 

~ · thi_s section to the extent practicable. For ~ose -r~gulato~tions that are ·governed by a · 
.· ... . . . 

DR AFT: 2:5.pm.1 · .. 7 
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1"o 
. ' " ' . 

4 court-imposed or statutory deadline, the agency· shall, the extent practicable,· scbedule 

· . ·ru1ein3Jdng pr~cttnings so as ·to permit. suffi.cierlt time for c0mpleting the ~lysis required by 

. lhiS ~~on. · ·.· ,,, :-.' .: . ·. · ·. . rn<>. y 1;e i ~..Qed ns P?-:c+at o.rd:l-\b' reo,tAi t'"f.d ~l tsis 
··~-SO~. The analysis requir~ by this sectionvs~ be made part of the adm#rlstratj;ve . . . 

· ~\'i,_ret:o~d f~r· the covered regulatory ~~tion OI otherwis~ ~de ·availa~le to the public. . . 

S"kctjon 6. General Provisions. 

6-601. This order is intended only for i~ernal management of the Executive Branch . 

. This. order i& not intended, and should not be construed to create .any right, benefit, o~ trust 

responsibility, substantive or procedural, enforceable at law or equity by a party against the 

U~ted ~tates, i~ agencies, its. officers, or its eniploye~s. This o~der shall not be construed co 

create any right to judicial review invoJving the compliance or noncompliance with this order . . . . . . 

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

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

pennitteti by, existing law. · . · . . 

.4 ~-"03 Exec..u.tive. -Or-deY No. l~t.oO(o o+ ~~mber J.1 ~q~1 ·1s r-evo\\e.c.I 
L\ 

6-6~. This order "shall be ·efiective immediately and sha:.l 'ORtiAUe tg ee in dfe"r nptjl 

«rie~ 

·The White House · . . ~. 

. ·1997 
-----~· 

., .. 

. · ...... 
· · · , · · DRAFT: 2.5.pm.l 8 
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THE WHITE HOUSE 

WASHINGTON 

February 18, 1997 

MEMORANDUM FOR GENE SPERLING 

FROM: ELGIE HOLSTEIN (NEcrff 

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 Nuckar Regulatory Cc.nm~1ssion (NRC), but HOW Congress a11d the mdustr:; wam to 10~ate 
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 su:-~·2.ce of Yucca Mountain, DOE is finishing construction of the 
Experimental Studies Facility (ESF), a long tunnel in which work is underway to determine if 
the Mou11tain will be able to isolate waste for ten thousand ye~rs. The ESF, which is due to 
be completed later this year, will bP- 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 cash 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 geologir repository, which should remain the centerpiece of the nation's 
nuclear wastt ma11agernent program -- not an interim sviution. 

• An interim storage site will create a de facto pe!"manent site. Once the waste !s moved 
off utility property and into the government's hands, support for a permanem disposal 
repository will evaporate. If Yucca Mountain does not prove out, no one ·,viii bother to 
search for a new potential repository site. 

In addition, the Administration has opposerl 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. 



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 if-it 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 Af:ainsf 

• 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 Technical 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. 

What fou ';·e Detinitelv /ls.;u111st 

• Any proposal to site or construct interim storage before the viability assessment for Yucca 
Mountain is compkle, or any activity that undermines work towards a permanent solution. S. 
I 04 sites an interiin storage facility near Yucca Mountain prior to the viability assessment (which 
will be completed in 1998) and waives various environmental r(;quirements. Your 
Adm:nistration threatened to veto an identical bill last Congress and has threatened a veto of S. 
I 04. Last year's bill passed the Senate without a veto-proof majority, derailing it in Ille House. 

Results Desired From Meetin'I! 

• 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 po~sible 

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. 



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 sdentific characterization Yucca 
Mountain for that purpose. For that reason, we oppose the interim storage proposal in S. I 04 
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 beer. 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. I 04 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 to 1estate eim current j)Olicy. The only interim storage proposal 
currently under discussion i11 S. I 04, and we oppose that. We also oppose any mandated siting 
for interim storage before the viability a5sessment at Yucca Mountain is completed. 

.. ,. 

I 



THE WHITE HOUSE 

WASH I NG TON 

April 8, 1994 

MEMORANDUM FOR THE VICE PRESIDENT 

FROM: 

SUBJECT: 

ELGIE HOLSTEIN (NEC) 

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 for secrecy, question:ible science, and political manipulation. The resulting loss of 
public, industry, and congressional confidence had thoroughly undermined the waste 
progrnm' s credibility, both as an important national program and as a serious scientific 
endeavor. 

In addit.ion, 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 Ai.:t of 1987. 

The "Amendments Act," as it is knawn, eliminated potential repository sites in Washington 
State and Texas, and designated Yucca Mountain, Nevada as the only site to be 
"characterized," or scientifically evalua!ed, 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 surruner 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 Jaw requires her to continue site characterization, and she 
continues to stress that Yucca Mountain is being evaluated -- not yet chosen -- as a potential 
repository. 

Nuclear Waste Politi\.:s 

The residents of Nevada are far from unanimous in their opposition to the repository progr~m. 
but the State's poltical leadership has heen consistently opposed. 

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

Some co11stituencies, 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 ha!t 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 cti~posal second. 


