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MORE SPECIAL RULES FOR DOCTORS
SECTION 21

Rule- of Evidence adopted by lhe Alaska Supreme Court govern the qualifies-
‘fon* or experts testttymg before tunes .n Alaska. Once agatn. the nted.cal profess,on ,s seek
mg special rules to make medical malpractice achons more difficult for the platntttf.
f.rst. tins sect,on complicates the vtcfims Il.e bv requtrtng an exact match: ,, take- an
-ist to testily against an orthopedist. Why should,,, an experienced family pracfi.io-

m«ho,
". ho i- v]tLili:u*d to do ?0. be permitted to testify"

Secondly, the section can be read ,0 require board certir,canon In medicine, this «

Am toan advanced decree OrlhoFed,c surgeons practicing in Anchorage are no, necessar-
dv uoard certified Why should an .merest group hke the State Medical Board be g,\en the
power to control ,h o tesnnes as an expert, rather than our courts’ No other pro,ess,on has
this pr;\ ile-ze

Thirdly, the sec,ton ehm,nates ali rented phys.ctans as expert wttness bv establish,ng
an ,rre.su,facie presumptton o, incompetence one year post rettremem. Alaskan victims ah
ready struggle ,v,,h acorsptracy o, silence under which Alaskan doctors will no, lesnfv agams,
their colleagues Victims must undergo the added expense or locating expert witnesses ou, ot
>ta.. ims ,ec:mn would farther reduce the expert witness pool by eliminating retired doc-
tors. who are less sub.ee: lo peer pressure C. Event,, Koop the retired Surgeon General n,

the -a,tea states, could no, testttv ,n Alaska. These special interest rules for doctors arc

transparently unfair
WHAT IS/ HOSPITAL.’

SECTION 24

Should hospitals be allowed to contract ou, vttai patien, services thev are reauired bv

provide, touninsured medical corporations, and wash thetrhands of the consequences'’



ample

so .man, hwes both ktdney, because o, incompetent nursmc care ,n a
‘'mu - ,L" weeldy blood deans,no .dtalvstsi tor the rest or
"ec use dured + , a T ’ '"'VresPonslb,i,!\khe substandard care.
*_ g [13 E kI -
Nurse tn ‘CIJLY I{/Itllcfer .or the cSoL#\?PaXt%ecause 4ig c!@g'n't bother F\?\%@h
insurance intan, loses, and state medtcatd gets stuck tor millions

People go ,0 a hospttal because ,, is an organ,red. coherent tnstttutton. rather than a

A heWBC" rpm™ * o = rovld<l«' 'he hospual» tm.mumaed tor the negligence o,

- Services contractors. ,, ha, no tncemtve to superv.se its etnergencv room, us radtolo-

C— *U«F*'e* °rijjb » ?»*“" Fhh'ic policy The Alaska Supreme Court
ed that itospual, should be hospttals. and should -tand behtnd the medical care they

- the public, without resort  legal gtmn.tckry This senstble decision should no, be



AFTERWORD

Tiir drafter- of Hou-e Bill 155 are nothing it not relentless Time alter time, thev -eek to
dt-adv .intake the innocent victim in tav or of the proven wrongdoer. Thev want to handcutt

nir discretion when we sit on iurie> They want to lock the courthouse doors to victims,

ba-ed on random occurrence- beyond anyone - control They want to break the backs ot

middle cla—victim? who have the courage to -eek rull compensation, but who cues? wrong

ab-Hit rhe amount ot the verdict >v the complicated tauit allocation. Thev want to coddle

corp -ration- proven by clear evidence to have acted maiiuouslv They wan* more special
treatment tor the medical profession. They want tax ir. ak?. interest tree loans, installment
plan? ;n-uiance benefit?, fortuitous immunitie— all ror the bad actor the certified wrong-
doer Thev want every iniured worker v be punished tor hi- or her employer - negligence.

ho ire rhe-e victims and win are they deserving ot harsh treatment' Thev are you
and L. and -ur children, and our children - children. They are those among u? who will one
Jav -utter tragedv Thev are tomorrow - Ted 5tev eras or Arii-s Sturgulewski. politicians who
io-t -p'Ui.-e- because ot negligence and became claimants They are rich and poor, vounc and

’id  Thev are uir most productive workers in our most hazardous jobs They are the roust-

about? a ,d the roughnecks They are The rights we ‘rear cavalierly are our rights.

Alaskan legislators have alreadv implemented drastic changes in ravor ot defendants
Ma?kan cities breathe easier, because deey pocket™ liabilny is no more. The insurance in-
Justry :? not m crisis 1Me now know rrom experience that measures limiting victims nghts
dii not reduce premiums

What we are l'e:t with in Alaska :s a -mad group or extremist ‘tort reformers” who
u:v  cate this legislation based on their deer ammosity to iav vers and lawsuits, period. 7he?e
-peciai interests have no fidelity to our constitutional iury sv-tem. but would destroy it with
the death or a thousand cuts

Since their bin is tecnmcal and complex, legislators may not gra*p how drastically it

.streets the raindies in their J .strict*



I nappei- Ala-i-.i will lu\e passed the mo-t radial anti-victim legislation in the

WAV W UTTUIY siihn B rt" ™ Jnj * MMility Civil rights than other Americans
" hIVe ™" * “ 10 °Urfelv,?5' ra’>tw Jn>S™d reason, but merely to make Alaska a

"'mf
IVhat a shame

o it Il liable it minuscule niche in the national insurance market.
House Bill 15S is harsh legislation which kicks innocent Alaskans when they are down

and out it grant- Alaskans no commensurate benefit, -uch as a mandatory 20*» reduction in

dml liability insurance premiums Let us hope that our legislators rind the courage to

-rand up : .rindividual Alaskans against those wno would rob us of our rights
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EXECUTIVE SUMMARY

ccess tc justice

1. Sight o!f Trial by Jury - The Foundation of Our Society
a. A fundamental guar”nt-ee in the Alaska State
Constitution.
b. The jury, as coiscience of the coinmuniwy, promotes

safety and equity.
Critics of the Jury system are the most likely to
request a jury trial.

art Restrictions 2c Net Reduce Insurance Rates

o

1. Evidence indicates that tort restrictions have no

significant impact cn insurance premiums cr availability
v ajta history -- medical negligence restrictions have
* —J0 jntact on rates

Trisis: Eebunkinc the Myths
1. Personal 1injury cases represent a small percentage of the
courts vcrklead
1. If there is 1 "litigation explosion"”, it is being driven

cy QUginesses suim.c businesses, net by personal injury
P,
1. Most cases are resolved orior to trial

arge Jury Verdicts are Uncommon

1. Huge vary verdicts, suer, as million dollar verdicts, are
the exception rather than the rule
1. Jury verdicts can be reduced - tr.o actual payout to the

plaintiff may oe less man the 1iury verdict
dcrrcr atones™ Make lad Public Policy

icr.e examples cf "horror stcrles™”
heJests of Personal Injury

In;ured Persons Sear the Burden of Personal Injury

a. The injured person tears the brunt of the cost of
injury.
r. Personal injury Liacility compensation does net pay

for one actual c¢ st of injuries.
ivl Justice System Promotes safety in America™ Economy

Tort Law Improves American Products

a. The tort system saves lives, reduces injuries and
pronctes public safety,
0. Insurers reap benefits while projections of future

losses have decreased.



C. Claims that the tort system stifles innovation is a

ruse.
d. The cost cf liability claims 1is minor compared to
the GN?.

Medical Negligence Facts vs. Myth

1. Medical Negligence Claims -- The Real Facts
a. Lawsuits protect the public - the benefits
outweigh the costs.
b. The frequency and severity cf medical negligence

claims has remained relative!"/ constant.

Medical Negligence -- Debunking one Myths

1. Liability claims without merit are not compensated, and
the sice of the payment 1is commensurate with the severity
of the 1injury

2. Rather than seeking large settlements, most injured
patients sue for other reasons

3. Vaiy PHY ncricendd ol Wdicdi né. igence result in a

claim
4. EAlder!/ ar.d minor it/ oatlents are at a oreater risk of

being injured by medical negligence

Physician discipline System Goes Net Remove Bad Lectors

1. The cause of medical negligence is medical negligence --
negligent doctors committing preventable errors
2 . A small ouncer cf pr.ysicians are responsible for most of

one negligence
Medical disciplinary beards do a very peer ;cb of

regulating physicians

Medical Negligence Insurance - Costs and Profits

1. Medical 1labilitv insurance is less than 1% cf the total
on hea.th care

2. Medical negligence insurance is higniy profitable rot

bcth private ar.d physician-cwned 1insurance companies
Medical Negligence Restrictions Are No Solution

1. Tort restrictions will not resolve the problem of access
to health care



Preface

We have recently celebrated the Bicentennial of the Bill of Rights
of the American Constitution. That Constitution and those of the
States, including Alaska, declare as fundamental, the right to jury
trial and equal access to civil justice for ail.

And yet today our civil justice system and the rights cf injured
victims and consumers are under attack. Politicians 1in search of
solutions to such complex matters as runaway medical costs, the
budget deficit and America’"s competitiveness in the market,
oftentimes skew statistics to perpetuate unfounded myths and
misconceptions about cur Jlegal system 1in an attempt to pin the
problem on Jlawyers ar.d the injured victims they represent. The
multi-million dollar propaganda efforts cf insurance companies and
their <ccrpcrate colleagues have bcrne fruit in biased judges,
alienated juries, regressive state and federal legis!itive efforts,
and a social environment permeated by an uncaring attitude toward
the rights of the injured victims.

For more than a decade, the legislative derate ever the "liability
insurance crisis" has assumed that a crisis existed and focused cn
restriction of the rig.ocs cf victims of negligence to recover fair
compensation to resolve that crisis. Despite any hard data to
support their claims, vrepresentatives c¢f the 1insurance industry
nave asserted t.nat restriction of victims®" tort rip its will result
in lower liability insurance rates. In response to these
assertions, one Alaska Legislature has adopted scne of the most
severe restrictions of rncse rights of any state 1in the country.

In 1535, then Speaker of the House, Sam Cotton, at the request cf

several fellow representatives, -ormed the Alaska Liability
Insurance Task Force. The task force was comprised of legislators
and memaers cf medical, 1insurance, consumer ar.d legal organ, rations
familiar with Jliability insurance 1issues. The most significant

finding from one data collected by the task force was that, with
seme exceptions, there is nc liability insurance crisis :n Alaska.

Although there were miner differences 1in the conclusions reached 1in
the vancus studies <collected by the Liability Insurance Task
Force, the general consensus was that, at best, restrictiens on the
rights oi victims tc receive Tfair compensation through the tort
system have had only a "modest", if any, impact on liability
insurance rates. Mere importantly, the <consensus among the
scholars was that state legislatures should direct me .r attention
away 1irom the tort system and towards alternative solutions tc
resolving any existing liability insurance problems.

What these studies did net address 1is the extent to which tho
public is forced to financially super <c¢ these tcrt victims who have
been disenfranchised from the legal system because ot existing
restrictions or. tcrt recovery and the extent to which this gap
would widen if further restrictions on tcrt victims" rights were
enacted.



ACCESS TO JUSTICE

RIGHT OF TRIAL BY JURY -- THE FOUNDATION OF OUR SOCIETY

Afundamental guarantee 1in the Alaska State Constitution.

* A C-uaranteed ?: rhr.: Article I, Section 16 holds that
in civil cases wr.ere the amount 1in controversy exceeds
5250, the right of trial by jury is preserved.

The jury, asconscience of the community, promotes safety and
equity.
* -yn-: s ?rc~cte Safety; Ever 5 million Americans servo
on juries eac.n year. As the conscience cf the community,
their recisims determine guilt or 1i.tncc--co, safety and
security, _i:e ar.d deatr.. Countless improvements aimed
at preventing injuries and saving lives might never have
occurred without trial cy jury ar.c its time-tested
ability to bring aocut changes for the better.
* r Triumor. cf American E”nccracv: Accordi.nc to the
consumer grcup, Pvrlic Citicen, "The right to~collect
damages thrcucr. tr.e civil justice system 1is one cf the
great triumphs of American democracy. It allows anyone,
r.o matter he., peer, to challenge tr.e largest corporation
or government agency and reclainm compensation for
wrong:il injuries. It forces wrongdoers to change their
products ar.c practices tc prevent further 1injuries ar.d
avoid further liacilitv."
Cri cs °=* “he jury system are the most likely to request a jurv
tria
* rh-» =t.imat3 Ir-"v: The 1 . critics Iry
system are insurance comtan.es and the defendants they
represent m personal injury litigation -- corporations]
.oca. government. and dcctcrs. Ilronically, the party
m.cst ...keiy to request a jury trial ir. personal injury
.itigiticn 1is t.u" defendant. In fact, insurers almost
aiwayi demand a * ‘> "V
TCRT RESTRICTIONS DO NOT REDUCE INSURANCE RATES
Evidence indicates that tort restrictions have no significant

impact c¢n insurance premiums or availability.

e durance Services Office ergcj Jv.-s "NO SECtTTIOM": A 1987
-50 ;t.dy determined that tcrt "reforms" enacted m 1996 would
nave ..ttio cr nc ..-pact for the majority cf liability clainms
fi.ee ,ith 1insurers,? In ictccer 1536-, ISO determined that



1.3 rates would net reflect recant state tort restrictions
because 1S0 was wunable to determine any cost effect of the
tort law chances.!

e Insurers Sal "NO REDUCTION": Insurers required to provide
Washington State Insurance Commissioner Richard Marcuardt with
evaluations c: the effects of tort reforms on proposed rate
filings indicated that there was no way to make such a

determination, and that the 1936 law would have a minimal
effect on rates. Responses from 1insurers in ether states
indicate that emart restrictions do not resolve insurance
price fluctuation, reduce rates or increase availability.*

e Wasr.inctcr. State Insurance CommisSior.er Savs MNC REDUCTION":
In 1937, Commissioner Marcuardt told a U.S. House committee,
"It 1is difficult, 1if net 1impossible, tc pin a price tac on
tcrt reform or tc even assess accurately its effect o

insurance availability and affordability. Eased on cur
research, by the middle of 1986, general liability rates he'4
begun tc stacilice c.orcucncuc the united States - .net just in

the states that had adopted tcrt reform.3

1991 Washington Insurance Comm:ssloner Reccrt Savs "MO
REDUCTIONI11: A 1991 report by Marcuardt to the legislature
.tcces that insurance rates m recent years have staoilized and
coverage 1is mere readily available, however, tcrt changes

cannet bo credited 1is the reason. Insurers still find it
difficult to quantify the impact tcrt reform or. insurance
rates. A 1985 law requiring 1insurers to consider investment

income in setting rates was projected to have a much greater
impact on insurance rates than changes in me tort system.B
e rest™ ?avs "NC REDUCTT7N" : A 19 3esfs Review article on
a presentation by Da.id 3. Mathis, CEO cf Kemper Reinsurance,
guoted Mathis as saying, "The only vay to achieve stability
tr.e market 1is chrougn adequate price levels. First of all,
despite the publicity it has received, tort reform has turned
cut tc be_a non-event in terms of 1its impact on tha big

A case history -- medical negligence restrictions have little
impact or. rates.

ions Fail: A study of medical negligence

legislative limits passed in various states from 1974 to 1973

concluded that the chances, either individually or

collectively, aid not reduce or stabilize 1insurance rates.3
Following adoption of MXC3A in 1?5, California™ medical
liability insurance premiums continued to rise (increases of
16! to 237* between 1990 ar.d 1986.) Indiana, which adopted
tr.e most restrictive medical negligence laws of any state, had
premium increases of =2* to 116\ during tne early 1980s. ~



e The Tris: = cr Ilro5-L906: Despite rhe fact <char corr
restrictions nad little cr r.o effect cr. resolving rhe so-
called crisis or rhe 1970s, a number c: stares passed laws
restricting medical negligence actions during rhe mid-1930s
when idiafcilitv nremiums bec-an to skyrocket.

Rate Reduction Not Due to Liability Restrictions:

Nationwide, medical Iliability premiums began dropping early in
1989 due to a reduction in claim filings and a reduced
increase in the costs to settle claims.

THE LITIGATION CRISIS: DEBUNKING THE MYTHS

Personal 1injury cases represent a small percentage of the courts

workload.
e The 1icurts * . erburdere i with ever 1? mill: in civil
lawsuits fileo i- state curts eacr. veer: This 13

I f

million dollar figure includes millions of routine cases
such as small claims, traffic anc other ordinance
violation cases, domestic relations, estate and contract
matters. The rest recent figures from the National
Canter for State Courts sr.cw mat tr.e r.umcer of tort
oases filed ir. state courts was less than naif a million,
or less man three percent of all state filings.

e Federal Courts: Studies of federal rcrt filings shew
lawsuits are on the decline. Tver the last thirty years,
tort cases as a percentage of federal civil cases dropped
by nearly half, from 33.a percent m 1960 to 29.1 percent
in 1990. Product liability litigation 1is shrinking even
faster. It r.as been reported that federal product
liability cases, other than these involving ascestos,
nave beer, shrinking steadily in recent years, falling
percent atween 193d and 1990.

there is a "litigation explosion,™ it is being driven by
businesses suing businesses, not by personal injury actions.

e 3usmosses Fuir.o 3u nesses: According to a University
of Wisconsin stud;, federal litigation between
corporations has increased astronomically, growing mere
man 1C0Qt between 19" 1 arc 1986. 5

e -That-? Courts: According to the National Canter for
State Courts, : :rt filings are net increasing at a faster
rate than other ma*cr categories of civil filings. Tho

most dramatic 1increases 1in civil cases are real property
ar.d contract oases, r.ct torts.

* Federal Court;- Nationally, fcetwe
contract oases filed in Federal District Tourts more than

3



tripled and property cases quadrupled - far exceeding
growth 1in personal injury filings. J

Most cases are resolved prior to trial.

e Most Cases Are Settled: Only 5% cf all personal 1injury
cases filed in state <courts go to trial. Comp.ex
actions, such as medical negligence cases, are more
likely to go to trial than cases such as automobile
personal injury (112 of medical negligence cases filed
result in trials), .-lest cases are settled, withdrawn or
dismissed orior to trial. 6% of all cersonal injury

cases are uncontasted by the defendant.

LARGE JURY VERDICTS ARE UNCOMMON

Huge Jury verdicts, such as million lollar verdicts, are the
exception rather than the rule.
e Hwce Verdict-; Rare: Huge personal injury pavcuts are a
rarity. The largest settlements and verdicts are made to the
mest seriously injured victims. * If anything, juries are
very cautious and reticent to adequately compensate 1injured
persons. The multi-million cellar advertising campaigns

the insurance industry have used anecdotal information to make
the puslic feel guilty about fairly compensating persons

negligently injured cy ct.mers. 6

Million Dollar Verdicts arm "Income-: According to 5us:mess
m cur nation cf 243 million

secele there has seen cr.ly ! s6-2 awards of SI million cr more.
Furthermore, two-thirds of the ! ,6-2 cases 1involved victims
who suffered iitmer permanent paralysis, brain damage,

amputations or deat.m."™ "

Alaska ? T-cral J-vurv Verdicts are lower than

National Verdict Average: Alaska personal injury
verdicts‘currently average 3.1\ below national verdict
values.

The I-tos; Severely Injured Persons Receive me Higher
Verdicts: Product Iliaoility and medical negligence victims
generally sustain more severe injuries 1ind are more likely to
receive i larger jury verdict. While the 1988 average verdict
for personal injury Jlitigation ir. *J.i>. state courts was
539,622, tho highest average verdict was in the area cf

medical negligence



Jury verdicts can be reduced -- the actual payout to the plaintiff
may be less than the jJury verdict.

e Verdicts Can se Reduced or. Appeal or Settlement: The actual
payout tc the plaintiff *s reduced after the trial verdict in
about 20-, cf cases. The larger the verdict, the greater the
likelihccd that the verdict will be reduced. Of the cases
where a verdict 1is reduced, the average actual payout is about
half (531) of the original verdict amount.20

"HORROR STORIES™ MAKE DAD PUBLIC POLICY

Use cf outrageous ar.d atypical examples tc create the impression of
Slbuses and/cr weaknesses m the civil justice system are common,
Cases cited by tcrt critics alleging frivolous lawsuits and
mxcessive jury verdicts are very often misleading and 1inaccurate.

Some examples cf "horror stories":

e The ""ire ?Vcr cation - 7ue lawn. Mcwer and the Hedae Stcrv:
widely-circulated stcry given m the mid-"30s as an example
cur litigious society tele cf a mar who successfully sued

a lawn mower manufacturer for 1injuries suffered while using
or.e cf meir lawn “.ewers to trim, ms hedge. Ir. fact, this
case is fictitious. It dees not exist. It was a fabrication

of tcrt reform proponents.

e« Em lure to Disclose AlIl Pertinent "acts -- The Phone 3coth
Near the Read: In 1535, President Reagan noted tr.at it was
assure for a California ~ar. to recover damages from a
telephone company because re was 1i.t one of their booths when

it was struck cy a drunk driver.2 The facts conveniently
left unstated included: 1) The company knew the beeth was too
clcse tc the street —cecause it had been hit before; 2)

ccmplamts had seen filed with the telephone company stating
tr.at the sccth .as difficult tc exit because the dcor jammed;
** the trial court had grantad a lower court summary judgment
tc tr.e company out tr.e California Supreme Court remanded the
case tc the lower court cecause the risk of injury was
foreseeable by the telephone company; and 4) the <case was

ultimately settled.**

e Not i.cortor: ateiv ?lac*tc Blame - Beware
Manure: In 15="_. a CBS "50 Minutes" segment :ccused cn
a lawsuit acai.tst a Jladder manufacturer in which the
plaintiff recovered 3200,300. According
manufacturer, the plaintiff was injured when the

temperature increased from 20 tc 40 degrees and the
ladder slipped because it had been placed 1in a manure
pile. "We didn ® warn him about tr.e viscosity of horse
manure," said tr.e manufacturer. Tc their credit, "50
Minutes” ran a follcw-uc seoment im. which a numcer c:



The

alleged tor"™ hcrrcr stories were recused. In re—
examining tr.e ladder story, reporter Ed Bradley noted,
"Several jurors... told us the viscosity cr horse manure
had nothing to do with their verdict. They said they
were persuaded hy the plaintiff®s contention that the
ladder was defective, and that"s why he was injured. "*3

e The Tcrt System Works -- The Psvchic and the CAT Scan:
A Philadelphia jury awarded SI million to a woman who
claimed she lost her psychic powers after undergoing a

CAT scan. In fact, the woman had warned the doctor of
previously having had ar. adverse reaction to a similar
procedure. She then suffered anaphylactic shock when the
procedure was performed. The jury that returned a

5988,-00 verdict had beer, instructed to disregard the
woman®"s alleged 1loss of wearnings because she was no
longer able tc "read auras.”™ The judge found the verdict
excessive ar.d ordered a new trial. This case
demonstrates that the safeguards in the process vcrk.e“

THE COSTS OF PERSONAL [INJURY
INJURED PERSONS BEAR THE BURDEN OF PERSONAL INJURY
njured person bears the brunt of the cost of injury.
e The Ir.nureo Person Pav? First: Whether <c¢r .not an

injured perscr. is reimbursed for a personal injury from
another source, tr.e initial cost of tr.e injur/ is come

cy tr.e injured person and his or her family. The costs
cf injury include medical bills, lost wages and property
damage. Personal injury often causes additional losses,

such as the inability to pay bills (the house, the car;,
increased dect co. igaticns ar.d interest payments, ar.d
increased stress cn family relationships. The burden of
locating reimoursener.t for medical, wage loss, and ctr.er
costs of injury falls on the 1injured person.

e when Tefenriarts Tcr"t Pav and Victims Can"t. Taxpayers
To: Most personal injury oases involve significant
medical and related expenses. When the victim can"t pay
ar.d tr.e defendants aren"t required to fully ccmgensate
for injuries, tr.e uncompensated cost of care 1is usually
ccrne by government agencies -- in ctr.er words, by you

and mo as taxpayers.

e ?3°"._: f _Economic Tar?acres “.re ?a;d hut c: Pocket: The
total annual economic less associated with nonratal
injuries in the U.S. is 5175.9 billion. 28A cf this

total economic burden 1is net reimfcursac by any outside
source ar.d is paid for cut-of-pocket cy t.noso who are
injured. 641 c: wages lest due to injury are not



reimcursea and are ocrne “"xclusively by these infured.'5

Personal

injury liability compensation does not pay for the actual
cost of inju

ries.

e Oniw =SmaNumber of 7 .trims Receive Personal Injury
Liability Ccrtens.it :or.: Only 10%* of all accident v turns

receive personal injury Jliability compensation. The
personal injury systenm plays a greater role in
compensating motor vehicle injury victims. Those injured

m motor vehicles are mors likely to receive personal
injury liability compensation (21!l) compared to persons
injured 1in some other manner.*6

CIviL JUSTICE SYSTEM PROMOTES SAFETY IN AMERICA®S ECONOMY
TORT LAW IMPROVES AMERICAN PRODUCTS

The tort system saves lives, reduces injuries and promotes public
safety.

* Product Liio".litv ar.d Tar"™ law Promote Safer/: Thor

are huge benefits of tne current tort system. Businesses
devote greater attention to safety. There is a
heightened consumer perception that products are safer
and cf .higher quality. Workplace ar.d ether injuries nave
oee.n reduced resulting m thousand:* cf lives saved and
millions cf 1injuries prevented. The existence of these

very Jlarge cerefits should give policymakers cause for
careful reflection as they are pressed to weaken product

liability ar.c tort law in general. Reducing the costs of
tr.e system may reduce the benefits and leave society
worse

Il—-.j.i i System Contract:-as to a Tcncetit;ve Society;
without a strtr.e tort law, tne etnical corporation wcuid
nave a ccnpet: hive disadvar. tage ar.d would be tempted to

pvt profits ce fore cuelie safety. The American focus cn
safety m cor.j wtv 98 AM Al tun.itive da.maces will grocuce
tne too quality products _needed to <compete in the
international marketplace. "Cur analysis suggests that
tne rules of crccuct liabliity make a geed deal of
econcm.c sense O

. Ta-v>> Awards TC Not Und- United States
Competitiveness: remaps nothing is mere grossly
exaggerated toan claims scour punitive damage awards,
particularly r. product liability cases. The mcst
ccmpre.oensivg study ever conducted on punitive damages in
product liability cases -- a survey of the past 25 years

-- indicated Jjust 255 cases m the entire country.
That"s only tar. per year for the entire cour.trv. The



meuian pur.itive damage Jury award was SI. 5 Million, with
pest-trial activity sharply reducing the median amount
jctuaiiy paid tc 5250,300. The study also found that 32
percent of cosinesses assessed punitive damages
subsequent ly implemented safety measures such as product
recalls or improved warnings and instructions.'9

e Harmful Products ar-* Removed or Altered: Examples of
unsafe products which have been removed frcm the
marketplace due to the tcrt svstem include the Daikon

Shield, ascestos, flammable baby <clothes, and wunsafe
infant formula. Examples <c¢f products redesigned to
improve safety resulting frcm the tcrt system include the
Toro ﬁin::, safer/ devices cn machmerw and childoroof
e "-"duct 1:in 1: tv Exnemse -dds little Cost to Consumer
Gccd: A new study by th? national |Insurance Consumer
Crgar.icaticr. "M1 223} round that product liability expenses
added but . tiny amount to the of consumer goods.

The total cost cf product 1! ;~ 1lity insurance amounts to
0.1- percent cf tr.e cost of tho mere than 51.3 trillion
worth cf retain sales in the U.S. in 1951. The study
used 1insurance 1industry data whicn croke out Jliability
premiums as J separate line item fcr the first time. 5l

Insurers reap benefits while projections of future losses phave

decreased.

« [ shift reward Oer-r.dartc: During the mid-30"s
judicial decisions in product liability cases nationwide
shifted toward defendants. Dismissal cf prccuct clainms

arc new legal grounds for defendants have increased
during tne cast naif decade.

Insurers Continue tc Make 3:c Profits: While
projections of future Jlosses have decreased, insurers
reserving practices anc insurance rates have net. Why?
Insurers are focusing cr. restricting state anc federal
lianility laws. They can®"t claim a need for change while
recogmomg reduced losses ar.d greater profits.*””

e Insur-rs 9¥.o Natural ?:.-.astars to Raise Rates: The day
Hurricane Andrew vrolled 1intj Miami, a top insurance
company executive fcr American International Group,

issued a memo to regional presidents and vice presidents
saying "This 1is an opportunity to get price 1increases
now. We must co Ffirst ar.d it begins by establishing tne
psychology with our own people. ":t

Claims that the tort system stifles innovation 1is a ruse.



. r¢* y «UJirgqduut - Xo-r From " irs-;": for Gacri Reason:
Tort restriction proponents claim that the tr.reet oo
.iticaticn keeps products off tn-7market. When Consumeg
Union examined tr.e list o oroc”ts being held from tr.e
market, tr.e reasons they wore pulled cf tne market were
cased on Va||0 sarety concerns. Per example, tne Jeep
CJ-7, which tends to rcll over at lew speeds, and an
anesthesn 7!s machine for which the manufacturer had
failed to conduct tests of tr.e desmn of critical
components, were cn the list of products nulled from the
market because the tcrt system was "stiflina
mr.cvation".””

* Torscrate ?escrt_3ays liability Suits Do yet Imnodo
Ccnpetition: "The most striking finding 1is tr.at the
.laoility 1issue seems far more related tc

impact or tne
corporations

rhetoric mar. tc vreality... Fur tne m;:r
surveyed, the pressures c¢: product liability nave hardly
affected larger accr.cnic issues, suer, as revenues, market

snare, cr employee retention. ..Where product liacili-v
has nad a r.ctacle impact - wr.ere it r.as mcst
signi:icar.tly affected management decisicr. making - r.as
oeer. in tne quality cf tne products themselves."*s In

addition, numerous federal agency studies of industry
competitiveness ccr.uucteo during tne 1 *30"s fail tc
.mention tr.e liaoility system.

The cost of liability claims 1is minor compared to the GNP.

* - 71 » -r. V. ?r- V.-V The
total compensation from tort liability claims to oersens
with r.cnfatal traumatic m;unes 1in the U.S. amounts tc
only three-tenths of one percent of tr.e Gross National
Product cf the United States.5r The total <cost cf all
commercial Jliability insurance premiums 1in tr.e U.S. in
including general liability, automobile liaoilityv,
and umoreila insurance was only Sd3 billion, 1less man
cf tr.e U.S. Gross National Product.18

MEDICAL NEGLIGENCE FACTS vs. MYTH

MEDICAL NEGLIGENCE CLAIMS -- THE REAL FACTS
Lawsuits protect the public -- the benefits outvc gh the costs.
Cne very

important aspect of medical nogliger.ee litigation 1is the

useful examination of the practice of medicine itself.
Because the buyer of medical care cannct ce exoectea to
evaluate tho quality cf medical care, the market cannot
adequately identify incompetent health care providers,
"The data suggest that tc eliminate cr soriouslv restrict



J patient'3 right to file a malpractice claim 1id a atop
we would undertake at our peril._"5*

* Med.icaj Neclinence Standard or O.ro: Under Alaska law,
a physician is responsible for tr.e narm caused when the
physician rails to use reasonable «care in providing
medical care. Other professionals, such as architects,
bankers, ar.d lawyers are also required to exercise
reasonable care 1in their professional activities.

The frequency and severity of medical negligence <claims ha3
remained relatively constant.

* Sagged ® a:m Study in M:nrv>:;.ic = The Minnesota
Insurance Commissioner conducted a study of medical
negligence insurance claims filed in Minnesota, North

Dakota and South Dakota. The study examined all claims
filed from 1?32 to 1937 fcr the two largest medical
negligence insurers ir. the region. 277 of the clainms
were closed with a payment average o: S5%,629: tho median
was rerc. Tniy cr.e-tentr. cf cr.o percent of the claims

resulted m a payment exceeding Si”million, and cniv 57
exceeded SIM.900. Of the 3% cf cases that actually wont
to trial, tr.e defense prevailed 1ir. 31 percent of them.

*n ?? *-%®3-3bie jury verdicts fcr tr.e periid. r.c pain
and suffering damages were awardee. No cases 1involved
punitive damages. A final r.cte on the Commissioner”"s
study: Saint Paul announced a rata cut of 25 percent on

its medical malpractice premiums m Minnesota

* yr.'ust ?v/ientc are Pare: A new study of medical
maipractice cases finds that, despite popular belief,
unjustified payments are rare. The study 1is one of the
nrst systematic attempts to asses tr.e quality of care 1in
malpractice cases and was based cr cases Tiled 1in
New Jersey over the past 15 years. Tho data cane from

the state"s dcctor-cwned ir.surar.ee company ar.d tho
authors contend that their findings aro relevant to the

nation as a whole. In concluding that unjustified
payments are net tr.e norm, tne study contradicts the
conventional wisdonm ancr.g dcct :.s,* which is that

malpractice litigation is a lottery and that verdicts
after, depend cn the whim cf jJurors.

* Sti:e> ?at» of Freunencv: The Minnesota closed clainms
study identified little measurable change m clainm
frequency over a six /o"r period. The frequency rate was

actually greater m 1983 than in 1987 and the average
payment appeared tc oe decreasing over the period of the
study. In fact, tr.e study concluded tr.e “data dees not
substantiate tho litigation explosions assertion.

10



MEDICAL NEGLIGENCE - DEDUNKING THE MYTHS

Liability claims without merit are not compensated/ and the size 0l
the payment is commensurate with the severity of the injury.

. ystwh- 19 ; The findings of a closed clainms
study ot obstetric claims from a largo physician-owned
insurance company between 1082 and 1983* indicate that
non-maritoricus claims were not compensated. Where a
claim was paid, peer physician judgment was the primary
source cf error and "tr.e size of tho settlement was
commensurate with tne serious i0SS cf the injury."” The
study conduced t.-.at "These results should help to
reass-re physicians who are <concerned that the tort
process itsel: 1is ynjust. Frivolous claimants do net, as

a rule, prevail.

Rather than seeking large settlements, most 1injured patients sue
for other reasons.

0: at; --  Whit Really Hacno-
According tc a recent survey of 137 families who filed
suits against pr.ys icia.-.s, the primary reasons _ for
pursuing litigation were tc find cut what F.cheLel
Poor communication cy recital personnel with the patient
was often cited cy respondents. In addition, a prior
rolat.cnsnip with a medical provider did not protect the
provider frcm legal action. Physicians are finding that
apologizing reduces litigation ar.d pronctes "quick
resolution cf claims. Couglas Phillips, President cf the
Physicians 1Insurance Association of*America, said that
"Communicating with the patient 1is probably the most
important aspect cf loss prevention. "*>

Very few 1incidents of medical negligence result in a clainm.

* .,-y:ir?t ?at;enr- Receive Liability
esat ion: :r*ly zr.e aver '/ _on
fence reSUlt in a liasili _; cla
"-five r<“TQive rsmper.sat:.on thr
I, %< IS tnis evidence of ¥*«tig rat
percent the people :n;urod o
zent act iC nccning ascut *W

Elderly and minority patients are at a greater risk of being
injured by modical negligence.

e Incmsed Risk 7f me a Neeliconc* Victim; In a
study of New York ncspital discharges, patients with the
highest risk of seme injured due to medical negligence
included elderly patients, minority patients 1in hospitals
that treat a higr. propcrtizn of minorities, patients in



goverr.nent-ccerated . hosmitals ar.d eaciencs m non-
reaching hospitals.”

PHYSICIAN DISCIPLINE SYSTEM DOES NOT REMOVE DAD DOCTORS

The cause ot medical negligence 1is medical negligence -- negligent
doctors committing preventable errors.

e New York Study: A Harvard study reviewed 30,121
r.ospital patient discharges frcn 51 New York state
hospitals 1in 193-. Of these, 230 patients 1included an
adverse event which was caused by negligence. It is

estimated that 27,177 cases cf medical negligence
occurred in New York during 193-, resulting m 6,895
deaths and 377 instances of severe permanent disability.
Only I m 5 moured patients filed suit and only 1 in 16
received ar.v Liabilitv ccrcer.sacion.'3

U- — ....J0 .. - 2K*»c e ar.s reviewing 132

hospital deaths m 12 hospitals ound mac in it least
11 c: the oases examined, the deaths could have beer.
oreverted. In addition, i small r.urcer c: factors caused

A small number Ol physicians are responsible for most of the

negligence.

eov. - &¥e *% WK the shysiciar.s practicing medicine in
lerida have had 2 or mere liaeiliov claims filed against
hen. This group 1is responsible :or -2 of the total
lains raid out fron 19°="- 1935.

e Illinois. Pennsylvania md Texas: 2\ Cl all pnysicians
practicing :n Cock County, Illinois [sued 6 or mere
times; were defendants m 26* cf tr.e medical negligence
liticaticr. from 1972 to 1336. %ZA zi the physicians were
net named in any Jlawsuit and 9. o: these sued durmc
tms period were named only once or twice.;i Studies m
Pennsylvania*" and Texas'l nad similar results.

Medical disciplinary beards do a very poor jJjob of regulating
physicians.

e New yr The Nov York Zlrice of Professional Conduct

takes aa average of 236 disciplinary actions annually
tempered to an estimated 27,100 oases cf medical

negligence occurring each year.

- Tégional Siscrace: An estimated quarter million
|n r anc beam resulted frcm medical negligence in
American hospitals :n 1933. Medical discialmary beards

:n tne U.S. issued an anr.ual average of only 1,481



serious disc:?lir.arv actions against cr.vsicians iron 1537
to 1990.*

MEDICAL NEGLIGENCE INSURANCE -- COSTS AND PROFITS

Medical Jliability insurance 1is less than i? of the total cost o
health care.

m Premiums vs. National Health Care Costs: Insurance
companies argue tr.at liability expenses are a primary
factor in s/.yrocketi.ig health care costs. The facts
refute this allegaticn. It 1939, medical realigence
insurance preniurns in tr.e U.S. were S3 J.11%bn/5
National health care exoer.ditures for 193? were 3504
billion. 20 Thus less tr.ar. of the national cost of

health <care car be attributed to medical ifiability
premiums.

mThe Texas Il-irone-ce: A recent study commissioned CY
the Texas Hospital Association, tr.e Texas Medical
Association ar.d the Texas Trial Lawyers Association

concluded that tedical liability costs -- insurance
premiums and damages frcr. lawsuits -- take up less tr.ar.
1 percent of health care expenditures ir.. Texas,
consistent with national findings. The study found tr.at

reforming the -edieal professional liability system would
rave mmmai tost savings impact or. tr.e overall health
care delivery svstem in. Texas.5

Natlonwlie, or.ly 13- of npedical negligence insurance

premiums earned -- S2.la bill:cn cr ore third of ]| of
the cost of health care -- were said cut fcr all 1losses
m 1539 /* Insurers are ;a*j- &% Wkl " premiums
earned.

Medical negligence insurance is highly profitable for both private
and physician-owned insurance companies.

e National Tat*.: In 1999. the rot profit of medical
negligence insurers 1in the U.S. was 27*? cents fcr every
dollar c: premium earned. Trom 1935 to 1939, insurers**
annual average profit on medical negligence insurance was
3.2". of premiums earned/** Between 1935 and 1990, tr.e
ret worth of medical liability insurance companies mere
than dcueioc from 5335 bill:or to 51,551 billion.10

A study of medical negligence closed

claims from to 1937 by the Mmnesota Commerce
Commissioner found r.o increase m «claim freouoncv, less
payments ar.d +CS] expenses. Tot, premiums tripled

resulting ir a dotermiration that St. Paul Ccroanics --



the nation®"s Jlargest medical liability insurer -- was
substantially overcharging policyholders. St. Paul
agreed to refund 51.5 million tc physicians in
Minnesota.%

” Phvsicians Sue Insurer For Excessive Premiums: In
1989, physicians in Colorado won a 54.1 million judgment
against PHICC Insurance Comoany. The court found that
the insurer created a sense c¢f crisis and panic to
justify a large premiunm increase. ® Physicians in
Virginia also sued PHICO for 1illegal conduct when the
company canceled thousands of doctors policies 1in 1986.

e ?h/s:c:an-Tuned Ccncanies: An investigation by the
Ari?orﬁ New-Times revealed that MICA, a dcctor-owned
company, pair out cr.lv 30 cents of every dollar it took
in. In addition, tr.e company received a !6A rate hike 1in
1987. Despite a reduction in Jlawsuits 1in 193* and its
own data shewing claim frequency decreasing, che company
still projected increased "lawsuits for [ *33.

MEDICAL NEGLIGENCE RESTRICTIONS ARE NO SOLUTION

Tort restrictions will not resolve the problems of access to health
care

* "he Tail,wame:nc the Deo: Due to the nigr cost of
health care, a large numcer cf Americans have nc neaich
care coverage. Blaming medical Jliability costs, which
are less than A of the cost of health care, for the
problem of health care access 1is ludicrous. Altering
.ess than 1A of the health <care costs would have nc

nil leant 1impact cn the total <cost of health care/*

* gg/isgrs for ~osts of Medical Car*: There are.numerous
reasons :cr the increased cost of medical care, |nCTUd|ng
technc.scical advances, increases m peculation,
increased wages as well as general ar.d medical inflation.
In a recent GAO report, medical Iliability costs are net
even, ncnticr.er- as a contributing factor of increasing
.tea.-h care costs.*

z tticrs cn_Ci?rrtensati on Tcr"t Wer"-:: Conventional
wisden incut -edicai Uliability 1is not supported ay tr.e
acts. Limits on verdicts and attorney"s fees will net
:urb the incidence <c¢f litigation. Nearly 3C\ of the

injured patients receiving liability compensation have
economic losses which exceed the compensation received.
lhis percentage 1is oven greater for settlements. Limits

cr. compensation will only exacerrato the current short

o»i l
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Good morning Thank you. It's my honor lo call to order the 20th Annual Meeting of the American
Legislative Exchange Council. As a founding member of ALEC. | am really delighted to be here this
morning. | have been asked to say a few things about ALEC and the challenges facing all of us as

legislators.

I think it s true that most of our institutions are in crisis, as far as the public perception is concerned.
Certainly in Congress we are greeted with cynicism, if not contempt, and as we look around we see
phenomena that indicate a great dissatisfaction by the public as far as legislators are concerned

I think the Ross Perot phenomenon is an example of people who are distressed and dissatisfied with
the current state of affairs, and who look with great suspicion and cynicism at their elected leaders. |
think the term limits movement is another indication of the public's perception that, somehow, service
in a legislative body is corrupting. | believe that perception underestimates the complexity, the great
inherent difficulty, of trying to balance the equities between your constituency, between your state,

between the country, and between your conscience.

We re all familiar with Edmund Burke's famous letter to the electors of Bristol, where he told them that
while a legislator's highest fidelity is owed to his constituency, his conscience is owed to no one. And
so wo struggle with that constantly, trying to do what's right, and having the age-old dilemma of trying

to find out what's right, being a most difficult thing

But I think in terms of contributing to the public cynicism about legislators, many times we are to blame
because of the way we conduct campaigns There’s a definite loss of civility in political interchange.
We attack the institutions. We. in Congress, run against Congress, saying that | am not like others”
We are the original Pharisees; the other guys are bad. but I'm Pericles reenacted

And. of course, all of this has its effect on the public, and Idon't think it's healthy. Idon t think the rule
of law is surviving |think we need a new culture of democracy We need to understand that effort is
required not only by 0l rselves but by the electorate as well Wo have to make them care about the
issues, about the candidates, and make them take the effort to register and to vote. We have to again
insist that the state exists lo serve society; not the other way around

And wo all must be willing to defend the inalienable righls ol everybody, not just some people, but

everybody We have to restore the link between rights and responsibilities | think that the groatest ol
all documents that preceded our Constitution was the Declaration of Independence, which is our
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country’s birth cortificnto. It says, in so fow majestic words, where out rights como from,..they aro
inalienable and they are an endowment from the Creator. And | think these things are important.

I think we all have to understand that causes exist for which we are willing to lose our office. Things
that are important to us, to out consciences. We are not simply ombudsmen, but we aro people who

are More to bring a vision and a sense ol values to our job

I well remember in January of 1978, tfie lllinois Congressional delegation was invited toLincoln's
Memorial in Washington to act as an honor guard for the Vice Premier of China, Deng Xiaoping, who
was making his first visit to America, He was going to place a wreath at the feet of the Great Emanci-

pator.

And | wanted to see this little man. who is about five foot two. 72 years old then, a very sprightly,
energetic person because he represented one billion people and 3,000 years of history. | wanted to
see what tie looked like and to enjoy the moment of seeing somebody who represented a billion
people and 3.000 years of culture that our country didn't have.

And as fie came along, and Ishook his hand. | thought to myself, what does he want from our country?7
What does tie want from America, which is about 200 years old. lacking the cultural homogeneity of
China A country made up of Greeks and Poles and Mormons and Catholics and Baptists and atheists
and agnostics and blacks and Hispamcs and Swedes, and all sorts of types of people and cultures,
who have come to America to make this country what it is.

And I thought of the sign language term for America, which is a perfect example of the melting pot. And
lasked myself why would this great country, with its tradition and its culture and its history...why would

it come to America for anything?

And it occurred to me: He wants us to drag his country two centuries into the 20th and nearly ttio 21 st
century He wanted access to our universities, access to our technology. He wanted trade with the
United States. He wanted America to bring his country forward into the modern era

And does it occur to you why we have these things and his great country does not7 And all of a
sudden it dawns on you: There's a one word answer...freedom America's great freedom.

The fact that you can be born in Spokane. Washington, and go to school in Pensacola. Florida, shows
the mobility of this country and the accessibility of information The Jumor colleges, the colleges, the
libraries, the media, the explosion of information, the opportunities that are available to anybody in this
country who has the energy, the will and the desire to make something of themselves

It is this tremendous freedom that has given this country the standard of living that is the envy of the
world The creativity that is the envy of the world, and that other countries try to emulate. So freedom,
which was so painfully won tor us and so painfully maintained, is the distinguishing, the defining
feature of the United States of America from the rest of the world

And so we have a role in the maintenance of that freedom and in the enhancement of that freedom
Charles de Gaulle once said France would not be true to horscll if she weren't engaged In some great

enterprise

Well, we're not true to ourselves il we're not engaged in some great enlorpnse But every member of
every state legislature, and every member ol Congress, every member ot a city council, and of a
library board and a zoning commission, aro engaged in the great enterprise of governance Liberty,
under God. with freedom for all which is indeed a great enterprise n
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Thank you. It's great to bo here. And members o! ALEC, congratulations on your 20th anniversary.

lam really blessed as a governor to have an extraordinary group of individuals in our legislature, in our
leadership in the legislature, who really work well together Wo focus on issues well together, we plan
ahead We do Ihmgs that frankly Arizona hasn't seen in twenty years, and I'm very, very proud of the
leadership. It's extraordinary because for many years we have been unable to have short, productive
sessions; we've had long and. | think, sometimes very unproductive sessions. But this year | believe
is the first time in some twenty years. Brenda. (Anz. Representative Brenda Burns) that we got in and

out in about ninety days and we passed our budget in 65 days

The year prior to that occurrence we went right up to our constitutional deadline of June 30. and had
what some would refer to as an altercation at the end because | wanted to have tax reduction My
fellow believers in limited government and reduced regulation m the legislature wanted to have a tax
reduction, but we couldn't got it through the Senate, and so we were within hours of shutting state
government down We had the National Guard ready lo take over public safety and the prisons, and
wo were going to literally close our state government down because, unlike California, wo don't issue
warrants, we can't keep going, we've got to close. And Iremember having a conversation with Brenda;
Mark Killian, the Speaker of tho House; and John Greene; and Tom Patterson in the Senate, and |
looked at them and | said. "You know, my greatest fear is if we shut government down we re not going

to bo missed "

Well, fortunately, we didn't have to shut it down and we got our budget passed, but it was really tough
But it happened What's happening in my state is happening because ol teamwork, because of
integrated planning between the executive and the legislative branches, and because people of com-

mon ideology aro working towards a beneficial end

I think wo re all really concerned about tho issues around tort reform, oven though it can bo a very dull
and dry topic But I think it's really important and | want to share my droughts with you about tort reform

and how we can continue to be on the offensive on th*s issue

Before | launch into my soliloquy though Iwould tike my wife Anne tho First Lady of Arizona, to stand
and take a bow because she's gone down this road with mo for a few years

But wouldn't you know on ‘he airplane horo. as wo wore landing in Chicago, the person | was seated
next to, asked me, Well, what are you doing” He saw me reviewing this speech Ho says. Where
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are you going9" | said, “Well, I'm going to give a speech on tort reform"™ And he said, Well, why are
you doing that?" I said, "Well, I'm tho Governor of Arizona and Iwas asked by ALEC to go give this
speech.” And he said, “You know, ldon't like lawyers." And Isaid, "Oh, really, yes." He said, "Well, if
you see a iawyer and a politician in a pool and both are drowning, but you can only save one, what
would you do?" And I looked at him and Isaid, "I don't think Iwant to answer that question." "That's
right," he said. What you do is — you go shopping."

So as you can tell, lawyers are not in favor today, though I know many fine lawyers. So as I give you
my few lawyer jokes here Iwant you to take them gracefully. No insult is meant. But Ilooked high and
low to find something that we all have in common, and finally I ran across a headline in this paper
regarding this issue that said, quote, "High-priced bull,”unquote. And what could be more appropriate
in a discussion of tort reform It turns out that this story had absolutely nothing to do. really, with
politics, and everything to do with tort reform The bull in this case referred to ttie real-live thing with
the ring in his nose, fire-breathing monster on four legs, and it was a prize bull that this fellow owned
and a farmhand who did not speak English was charged with taking care of this bull.

Unfortunately, a pesticide was used. Tho pesticide warning label was in English Ultimately, the bull
came into contact with the pesticide and was poisoned and died. Well, as luck would have it. the bull
was not just any bull, it was a prize bull. And since itwas a prize bull itsowner felt compelled to sue for
tho great loss that he suffered And. of course, ho couldn't sue himself and tie couldn't sue his farm-
hand, because there would be no profit inthat So he searched for the deepest pocket and he sued the
poslicide manufacturer.

Now, the owner's lawyer proceeded under the theory that it was reasonably foreseeable that a person
using the product could not read the English warning label Sound like bull to you9 Maybe so. But the
owner walked away from court with an eight-and-a-half million dollar judgment And that's what high-
priced bull is all about

Idon't know il that's |ustice or not I'm reminded of tho story of a law partner who went away on
vacation and loft his associate to complete the case and when the associate won the case for his client
he wired his partner who was on vacation in the Caribbean and said quote, "Justice has just tri-
umphed' >ncl the vacationing lawyer then wired back to his associate and said. Appeal the case "

Well, on a more serious note I'm here to talk about the gradual transition ol our civil justice system
from one that relied on contracts to one that is now ruled by tort law But the misfortune. | believe, of
that transition is the gradual deterioration of individual responsibility and the logical erosion of indi-
vidual liberty

You see m contract law it's a well-accepted principle that each party enters into an obligation and
men fulfills that obligation Each person Knows his duties and pnv egos from the outset Ifsomeone
tails m his obligations he is made to pay damages to the other party ina sum and manner that would
be as good as if the obligation had been mot No more, no loss

Now. tort law. on the other hand, isa system where obligations aro intentionally obscured Nothing is
known up front, and compensation has little to do with injury At its best tort law is a fault-based
system subject to severe manipulation

in Arizona were very fortunate to have a legislative majority that saw the injustice ot our tort system
and was willing to undertake the arduous task ot reforming it it hasn tboon easy It's a battle that's
neon going on for years Inthis room is Senate President John Greene who ted an aggressive elfort
to enact the strongest tod reform poss<blo tn Art/ona history wilhm our severe constitutional limits
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And I'll tell you. the battle was so tough that you noticed he's carrying a cane around and ho has a little
limp in his right knoo.

One ol our nation's most articulate spokosmen on tho problems brought about the decline ol our civil
lustice system is Peter Huber, and I'm sure many of you have read his book. He has quite aptly
labeled tho costs imposed by litigation, the "litigation epidemic.”as a hidden tax. Well. I don't think it's
so hidden, but itcertainly is a tax It'sa cost that's built into evory product and every activity It'sa cost
that's resulted from a civil justice system that has gone wild at tho hands ot a few of its less scrupulous
practitioners. This hidden tax takes, frankly, all the fun out of running a business in modern-day
America. It's sucks the very wind and lifo out of every instinct to compote, out of every incentive to
work harder or to do bettor. In short, it has tho gloomy effect of crippling the marketplace.

Now. we have read in the newspaper about larger and more frequent jury verdicts Americans no
longer bat an eye when they see multi-million dollar judgments. And it is not surprising there are just
too many of them, day after day that we read about According to Mr Huber, the first jury verdict
exceeding a million dollars was delivered m 1962 In 1975. there were fewer than twenty. But in 1991.
American ourtrooms saw 750 verdicts of a million dollars or more In addition to their frequency, the
dollar amounts of punitive awards have increased sharply in recent years

Now. a study of punitive damage awards against businesses in California. Florida. Illinois. New York,
and Texas concluded and I'm using his words..."that tho awards wore 89 times greater in inflation-
adjusted dollars from 1988 to 1991 than they were twenty years earlier in tho period 1968 to 1971
But the size and frequency ol the awarded damages seem almost logical in comparison to the way
liability is assessed

In an essay Mark Pulliam of tho Golden Eagle Club provides these examples A jury ordered a
restaurant to pay more than $3 million to a patron who was stung by a bee A New York man who
deliberately leapt in front of a subway tram sued the city and recovered S650 000 00 because the tram
didn tstop on time A Philadelphia jury awarded a woman almost a million dollars because she claimed
a CAT scan had interfered with her psychic powers But as Mr Pulliam recognizes, these are not
isolated phenomena Consider these statistics The Rand Institute for Civil Justice estimates that
operating costs alone for our civil justice system are greater man 52 billiona year Tho liability compo-
nent of lit/gation. all by 'tself. amounts to S80 billion per year Thats about equal to the total profits from
the top 200 U S corporations Up to $300 billion is spent each year m order to avoid liability The
overall cost of tho American tort system equals approximately 2 3 percent of our gross domestic
product four decades ago ''was 6 pcrccni Now. obviously something has gone wrong

T>make matters worse litigation is an motliciont way to compensate for legitimate injury Fore. ;
dollar spent on legal action, loss than 50 cents goes to the prevailing piamiiffs We live m a country
where one out of every fen adults was involved m a lawsuit m 1989 One out ot ton The sorry result,
as Mr Pulliam notes *s P at Surging liability insurance costs huge legal bills large settlements, and
unpredictable jury verd<cts impose, a heavy toM tax on every business m the country And this leads to
costlier goods and server*j. fewer jobs, and less investment

The United States is having a tough time now competing m tho global marketplace because ot the
restrictions placed on research and development Our foroign competitors though often have a cost
ot product liability insurance thats up to 50 timer, lower than me Unite.t States Bu' the reality is that
plaintiffs lawyers aron tthe only ones >nthe game After an for every ptamMI s attorney there s at least
one plaintiff and six jurois People just iiHo you and mo Ami s*nco more people are tiling about a
quarter o f.»million lawsuits each year and regularly rerv »nng sovon d g't jury verdicts maybe a Irtttc
soil-evaiuation is in order
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Could it be. as Mr Pulliam suggests, that part ol the blame must be assigned to a deterioration ol our
shared cultural values ol individual iisponsibility and self-determination? Could it be that tho explo-
sion of our tort system, like tho expansion of our taxing structure, has coincided with a phenomenon in
our society of lailure to accept individual responsibility7 In another query that I share. Mr. Pulliam
ponders whether qualitios such as resilience, toughness, forbearance, and tho ability to withstand
adversity, have been subordinated in favor of a go’-rich-quick mentality fueled by greed, envy, and
self-interest?

The emerging attitudes seen by Mr. Pulliam conclude that life should bo free of risk, that no misfortune
occurs intho absence of blame, and that no injury should go without compensation Intho absenco of
either a social ethos or a transcendent ethic to confront adversity, litigation has becomo both a proxy
and a shortcut to innocence, meaning and justification Simply put. “If something has gone wrong,
someone must be at fault and itsure isn’tme

Well. now. what has this done to the soul of America7 People have unquestionably become more
contentious, litigious, sensitive and intolerant, and have become loss toope alive, harmonious and
forgiving. That's the end result Thats where were headed If this is tr.c ~.ase. I lhmk we ought to
revolt. That's a strong word But it's a dangerous road were going down Wo must restore some
justice to our c.vil system And in Arizona we ve begun to do exactly that with the tremendous lead ;r-
ship being asserted in our House and Senate, and backed by the oxocn' ve branch

We passed the 1993 Tort Hcform Bill and it has eleven key provisions We've granted immunity to
volunteers. We have significantly reduced the liability of landowners who allow their property to be
used for educational and recreational purposes Wo ve established a system of comparative negli-
gence. and now have a twelve-year statute of repose We have reduced the barriers to communica-
tion between defendant and plaintiff s doctors We have made ittougher to successtully sue providers
ol erne gency medical aid Insurance companies can now place liens against proceeds co'lected from
third parties Criminals who were allegedly injured during tho commission of a crime can no longer
bring suit

We vc expanded our collateral source rule to apply to all personal injury actions and we now allow for
tho periodic payments ot future damages And we now allow people to choose between insurance
pol'Cios that provide for multiple recovery and less expensive ones that do not Finally, because the
state as much as any entity, was prey to unreasonable lawsuits and bankrupting damages, we ad -
dressed public sector liability Thais a tough one but ithad to be done An/ona was second only to
New York in paid tod claims Millions of taxpayer dollars were spent to pay for injuries occurring on the
state's highway system Millions more wore spent to defend lawsuits broughl by drunk drivers or the

users of illegal drugs

The sints agamst the state a provision of Senate Bill 1055 ended this madness by granting addi-
tional qualified immunity to the slate And as Iremind my (trends alt around out state whovc talked
about th.s issue, they re the ones who pay m the end The state docsn tmake money The state lakes
money out ol yoin pocket the ob/ons pocket And when these lawsuits go against the slate, its
go ng to go against your pockotbook And you've got fo get down in the benches Youve got to talk
that way to people Youvo got lo make people understand that when those lawsuits are successful
agamst the slate ts going todo great damage to the economy potentially to them and itcould cause
lax increases depending on tho cumulative size ol all these judgmonis Th.r. b ‘lalso established a
one-year statute of limitations for Ming against the state

Won all of this is now An/ona law But our tnal attorneys aro already mounting a new attack on the
progress that wo have made They .ue now pulling together a number of provisions to present to the
voters by initiative this coming November And basicatty what they ve done, is ttr.it they have gone oul
with paid circulation people and bought the signatures to ho'd up certain provisions of this tort reform
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law. So tho bnttlo is beginning to bo joined. We're expecting a lot of glitzy propaganda from PITMA
advocating lheir views.

I would be very interested to hear suggestions on how to del. rid against this attack on tho stale
budget from those who come from places like Alabama. Texas. North Dakota and Mississippi People
who. like us. have fought hard to bring some order to the civil system. And | would especially be
interested to hear how you dealt with paid petition circulators This is a practice that I believe under-
cuts the philosophy of initiatives. 1think we need to look at ways to limit tho use of this vehicle when
it isemployed in a manner that is really contrary to tho spirit of democracy. the idea of a grassroots
political movement

This might be one way to battle thu over-increasing pressure that wo have felt from the plaintiff's bar
Seven years ago. 63 pieces of tort reform legislation became law in 21 stales. Four years ago. the
numbers dropped to five m five Those ol us who are dedicated to restoring justice to our civil justice
system must band together For those status now contemplating tort reform. 1 do have a few brief
.uggestions.

Our legislative session began in late January, but a solid tort reform effort began long before the
session Not much can be done legislatively without good legislators And as I've said, we re very
fortunate in Arizona to have people like John Greene and Tom Patterson ana Larry Chesley and Matt
Salmon in the Senate, and others like Pat Blake and Bob Burns and Brenda Burns and Lori Daniels
and Gary Richardson m the House And Isaw Carol Springer here, who's tho head of Senate Appro-
priations We have a great team, and they’re willing to take the heat, they're willing to stand up in tho
face of the onslaught that we all know is coming on tins tort reform issue But in order to achieve
significant tori reform the right people must be given the vote So the first key is to put good people
into the legislature. Tfiats the fust big slop

And then make tort reform a campaign issue and go on the offensive Don't be put on the defensive
Carry the standard into battle and have your counter arguments ready and go right at these people
Force candidates to express their views Unless he or she is bankrolled by tho trial lawyers, they're
going to be m favor of improving the civil justice system This is a battle between the good guys and
tho bad guys Thai s trow Iview 'l Get the help of real people like Bill Jones in Arizona, who's our own
quintessential good guy Mwyer Yes believe it or not. there are many of them out there Find an
attorney who's represented an innocent landowner found liable for trespassers‘accidents and forced
to sell his properly to pay the judgment Put him on television Find one who represented a small
businessman who had to mo bankruptcy because he was ordered to pay for something that ho
couldn't control Find an attorney who's watched a compassionate physician hang up tier stetho-
scope due to Hie cost of malpractice insurance.

M/ own mother, who's qu’e elderly and infirm, is being taken care ol by a wonderful lady whose
husband worked for forty years building a business in Arizona He sold a and they ended up m litiga-
tion The gioup that they sofd il lo turned around and sued them under the RICO statutes They ve
done nothing wrong and tney won their lawsuit Those people filed for bankruptcy and Hus lady's
husband died from all the stress and strain and she v.as lelt destitute After forty years iho equity in
Hie business was wiped out under tins system or American justice, and ldon't like that | Hunk that's
wrong and I Hunk we need to change it

if you pul the good guys up against the Dad guys and force them to debate tho points. Ibeliovo the good
guys Willw n

Once liter issues are exposed tho motives are easy to discern and the few will no longer havo lho
edge agamst tho many And linvito any cl you who are interested in more detail about our reforms to
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talk with Barry Aarons, our legislative liaison, about our strategies as we go on the offensive on tins
issue. A jus! civil justice system is necessary in order to maintain important individual rights. Wove
come a long way in Arizona tu send a message to our citizens that the executive and legislative
branches of government will not impose unreasonable taxes, and this is part of it. Wo now must insist
that our third and non-electod branch of government does not do so.

You see. in Arizona we had. prior to my coming into office. $518 million in lax increases in lho four
years preceding my term. There was a myth spawned by the political opposilion that we were suffer-
ing from a structural deficit And ldisagreed with that. 1didn't like all tho tax increases and the growth
of government m my slate, and that’s why I ran for Il.is office. In the 1980s. slate spending grow faster
m Arizona than any other slate in the union. Tho economy was sagging, citizens were calling out for
lower taxes and better government

Belore taking office. | was the president of a small development firm in Phoenix, and | became well
acquainted with what it takes to run a good business And Iwanted to introduce some of these private
sector concepts into the struggling public sector And Itold voters that | would nghl-si/e government,
make it more oMicient. more responsive and less costly | came up with an acronym lor my
program Project SLIM, which stood for State Long-term Improved Management Inconcert with tins
effort | would attempt to keep regulation at a minimum lo avoid imposing unnecessary expenses.
Most importantly. |told voters that | would lower taxes so that individuals could spend more of their
income as they wished and businesses could survive and prosper

My ideas were as you can imagine, ridiculed by many in the journalistic profession But I'm pleased
to report to you that the people of Arizona were receptive to these ideas Over the past two-and-a-half
years we ve watched while these ideas have become law and now they've become a way ol lift We
have really changed attitudes both within government and outside of government During my firs!
year we held the lino on taxes |took office late in my first term because I had lo suffer through a run-
off election 1dontrecommend that for any of you in this room by the way That's one law we did
repeat thank God

During my second year taxes were cut by 16 and n half million dollars |know itdoesn tsound like a
lot but believe me Ifigured out the host way Jo avoid a tax increase is to ask (or a tax decrease

This year ihev were decreased twice that much, and through fiscal year >998 we have approximately
$.100 million m cumulative tax decreases on our books winch «s going a long way to offset tho damage
that was done nmo into 80s Bui whats more important this ethe first year m memory that wo have
had a surplus re our budget a 565 million surplus for this fiscal year And we finished our year without
having any m, i-course correct ons in our budget Thats because the legislative branch and the ex-
ecutive branch z.orxori closely together to crall .l budget that w.-t. good for all of Auzona. not just for
An/ona state government

We have a mcs-age for Washington We lowered taxes and our revenues increased into slate gov
ernment

Those who doe tbe“evesupply-side eCoNOMICS works need tOstudy Arizona pecan ® our economy
has turned sisepty for the bettor We re on tho mend and its because of proper fiscal management .a
the state level My only fear is that what s happening <n Washington and at the federal level will undo
a lot ol the go. 1that c.o ve done at rne state level and i personalty 1aia that very frustrating Were
also sending a message to businesses that Arizona *sa good place to locate and thats important |
refer to Jack Kemp as my coach 1lke Jack Kemps policies And he has one famous line tie likes lo
give m h»s speeches He su'd Before you have employees, you have to have employers And it
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you're going to have employers, you have to have people willing to come in and invest their capital,
and you've got to condition the environment (or that typo ot activity." That's just exactly what we're
doing in Arizona, ltdoesn't take a rocket scientist to ligure it out. and we're seeing tho results of that
now as our state turns an economic corner.

Well, the message is being picked up From the fourth quarter of 1991 to the fourth quarter of 1992.
Arizona tied with Florida and ldaho for first place in percent of revenue growth. And last year, wo had
over 50 new companies which moved to Arizona, bringing 13.000 new jobs with them. And though
Pete Wilson is my friend. Idid take a lot of those jobs from California. lapologize.

But we've made Arizona a good place to set up shop. We have a solid labor force, a hospitable
culture, and a statutory tax structure that promotes commerce. With all of this, it's easy to sec why tort
reform was so necessary, because so much harm can be done in this area. ltcan just devastate your
economy It can devastate people's attitudes towards investment and taking risk And in America,
we're famous for taking risks, for taking a chance Wore an entrepreneurial culture. We had to let
prospective Arizona businesses know that ttiere would be no hidden taxes in our state. Wo had to let
them know that we are no longer enslaved by the threat of civil litigation We had to let them know that
they can compete, they can participate in the marketplace, and that they can keep more of the profits
that they earn

In the end though, our real message is philosophical. We are a state that welcomes, celebrates, and
rewards individual responsibility We have a new appreciation for the art of the possible We know lor
certain ttiat wo can have good tort law even under severe constitutional limitations Wo can have
committed leadership and aggressive help from the private sector, to use the power of government to
increase, not dimmish, individual liberty, and to promote a common prosperity for all people

Iwish you all the greatest success as you take up similar challenges in your state. God bless you. and
thank you m
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I want to tell you that I'm very honored to speak with you because you represent state legislatures
across the nation And I believe that the state and local levels is not only where governmental power
belongs, itis also where itactually exists, il we choose to use it

Ronald Reagan talked about the New Federalism, and I think he was absolutely on tho mark with
regard to the way we should devolve power more into local hands. Ina place like Jersey City, that kind
of a phrase doesn t really mean anything to the people on the street. So what |talked about in the
course ol my campaign wasn tan ideal like the New Federalism but ljust simply said. Don't you think
that you should have the control to make these decisions over your own life9 Don’tyou think govern-
ment should really put power in your hands?"

And lhave to tell you that we've gotten some notice because Jersey City is not a place where itseems
natural for a Republican to win. campaigning on the ideas that Icampaigned on But that is an incor-
rect political analysis The most natural place in the entire United Stales where you can find people
who want power to bo put in their hands isa place like Jersey City ..or. tor that matter, the south Bronx
Because where else are you going to find a population more jaded when itcomes to politicians prom-
ising all the good things that they are going to do for you9

The people m Jersey City dont need to be told that power corrupts and absolute power corrupts
absolutely They know it firsthand Jersey City lias been in many regards the model of trie machine
city in America Ican't tell you how many people from Texas and California say Yes. when I was in
college we read about Poly Sci. we read about the Hague machine inJersey City" And it's the truth
The Hague machine was the epitome of machine politics m America, and Ithink it has a lot to do with
the despair that afflicts places like Jersey City and many of our Eastern rust holt cities today

The more you devolve power and put it into the hands of people themselves. I'm convinced, the hotter

Last Saturday lhad a chance to appear on Jesse Jackson's Both Sides Now program Iwas talking
with Henry Cisneros, the new HUD Secretary, about Presidnnl Clinton's proposals and Secretary
Cisneros got all excited about all the exciting programs coming out of Washington to empower our
local neighborhoods

Isaid Homy, this is |ust so ridiculous You re tolling me that Robert Reich is going to do this, arid this
Secretary is going to do that and they ro going to do that to empower our neighborhoods If you want
to empower neighborhoods stop doing all this stuff Just give a big tax credit for slate faxes paid’
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Isaid. "Some of our Now Jorsey dollars can stay in Now Jorsoy. And wo will take caro of some? of our
problems ourselves."”

The temptation is so great for every lovol of government to accrue power to itself The temptation lor
the President is, I'm sure, tremendous And it is also a great temptation for our state legislators to
accrue power to themselves that does not belong with them, but belongs with the people themselves.

Tho issue of where power is located is obviously the central issue when it comes to talking about
school vouchers School vouchers are not an educational reform: they are a revolutionary change in
where power is located. What were talking about here is putting power directly in peoples hands.
We're talking fundamentally about educational enfranchisement, just like the vote represents political
enfranchisement To allow people to search out the best for themselves, because we do not believe in
benevolent dictators.

We know what the keys are to running an effective school. Ipicked up in 1991 lhe ALEC report on
Breaking the Chain,"” which had a nice speech copied Irom Bill Bennett. It was talking about effective
schools research that took place in tho 1970s and 1980s and it's absolutely great research And one
ot the points no made was that we have tremendously clfoctive schools all over tins country. You don't
have to build new models: they exist We know’what works.

But the issue is that there is no political impetus to implement what works and there isa tremendous
political impetus against it

Clearly, the NEA is the most powerful political organization in the United States. It you go to every
state capital in this country Iwould venlu'f to guess that just as in New Jersey, you'll find lhe most
expensive, most impressive office building to be the one in which your state education association is
located. And when you read the article from Forbes' magazine, it's not surprising why. given the
financial resources that they command.

But I want to make this point, too It is not wrong for the NEA or their state chapters to ask for the
moon It is their job. It is the fundamental job of a labor union to try to get as much money as they
possibly can for as little work. That is their job We shouldnt condemn them They're not up for
reclection. and when we're campaigning out there in the hustings, no one has a chance to vote against
them: they're not the enemy They're doing their |ob

The people who are elected by the people to stand up for the people and balance that interest group
are legislators themselves That is where the power is. and that is where it belongs according to the
Constitution And that's where we have to be willing to use it for the sake of our country

You know, itisa'io unnatural to assume that a legislator who has any political self-interest is going to
stand up to an organization as powerful is tire NEA So it is nol wrong for tho NEA to push for the

moon and it is unnatural to expect a legislator not to go along

That is an ex.imr e of a system that > irreparably a uniuro When you set up a system where morality
is unnatural you nave a problem And the only way lo make the system work is to put power in the
parents hands because parents dont stand tor elections They don't have to worry about money
being poured into the coffers of their opponent and people ringing doorbells against them

That is the on y way to gc-i out of tins problem we face Reform will never work We look at the
situation in New Jersey where Governor Kean had iho courage to pul through a state report card on
each of our disi* :is so ihere'd be some small measure of accountability as to how well the district was
domg Rightaway Governor Fiono comes m and that doosn texist any longer So we ve seen a lot of
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political pain as wo (ought to have that report ca.d instituted, but no gain because it was quickly
overturned. And if we don't change the way this system works, it will always be that way.

If we do give power to parents, they will never, ever give that power up. I have to tell you. Itruly don't
believe that most legislatures will givo that power up themselves. The way this is going to happen is
tfiat legislators, like yourselves, who know the answer and have the courage, aro going to mobilize the
people and tho people are going to take it

Idon't think in history we’ve ever seen examples of people giving up power. What we have seen inthe
history of revolution is that people take power. And we can bo instrumental in helping to mobilize
them, to make them see what their interests are so that they demand that power.

And that is the political fight that's worth fighting. Can you imagine the American Revolution simply to
get rid of the Stamp Act. and all that blood shed simply to repeal one oppressive piece of legislation,
but leaving King George in power'?

Well, that's what we do when we fight to gel a state report card. Or. for instance, in New York City when
we fight to get a better superintendent's contract. We spill political blood for nothing. The fight that is
worth fighting for is the one that fundamentally changes power relations in a way that is permanent
And if you give power to the people to let them seek out the best education possible, they will never let
it be taken away again.

Can you imagine going into a place like Jersey City where we have a poor population...SIO.000 per
capita average income...where only -10 percent of our people graduate from public high school...wnere
we do have a significant drug and a welfare problem. Can you imagine going into that city and saying.
"You people just don't have it together, so we're going to tako the vote away from you because you're
not smart enough, you’re not self-disciplined enough, you're not rich enough, and you're not white
enough?" There is no way you can ever take the vote away from the people of Jersey City. They will
throw you out of office before they'll ever let you take it away.

And if you give them educational enfranchisement, just as we have in America given political enfran-
chisement. they will never allow it to be taken away.

So through this reform...fighting this one good fight, political leaders will mobilize their constituencies
so that parents can fight and beat the NEA in tho election to come. Parents will win again, because
you will have given tho people something that they will fight for, Something to hold on to, And they will
stand up for a legislator who has given that to them. And that legislator now will have been able lo do
what tie be'ieves in. or she believes in...what is morally right, and ttiey will win elections That's the
way tho system should work. When you do what is right, you win. Not that you lose, as is the case
today That when you stand up to fight for parents, you win.

Now. I'm convinced that in the future, when this is etfected. the NEA will spend most of their time
negotiating with school management, and they'll be similar lo a labor organization in the private sec-
tor. They have a role to play ..to look out for the interests of their membership But in a competitive
environment they have to keep an eye on performance because, otherwise, they will be out ol busi-
ness and their members will suffer

That is the balance that is missing in the system today Ina competitive environment, both manage-
ment and labor vail still have conflicts, but ttiey will both have to keep an eye on the competitive
performance result And thats the way it should be In fact, I'm convinced that in tho future the NEA
vail become the strongest force in America for regulatory relief of our public schools They will bo the
found saymg. Get oil of our back m
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Itis a special pleasure for me lo bo here this morning and to be in the presence also of my colleague,
Henry Hyde. As all of you know, Henry Hyde is one of lhe most influential members of the United
States Congress and it's especially fitting that he could be with you here this morning.

My role is to briefly survey for you the various health care reform options that have been discussed in
the Congress, with an eye toward identifying those proposals that aro most likely to receive consider-
ation when we leturn from the August recess after Labor Day. But | must confess that whenever a
politician starts talking about reform, 1 recall a response of a literary character during the French
Revolution, who said. “Reform, sir9 Don't talk of reform. Things are bad enough already."

And with respect to health care. | think we might keep that in mind. Just as the physician’ first
admonition in treating a patient is to do no harm, a legislator’ first obligation when considering reform
is to survey lhe good and the bad. and to identify a course of action that hopefully will preserve the
good while resolving the bad

And. therefore. Ithink we should begin this morning with a brief survey of whore we are in our health
care in the United States Clearly, with respect to the good, we can be proud Interms of technology,
the quality and technology of our nation’s health care system isindeed the envy of the world. We have
the most advanced medical facilities and the best access to high tech medical care anywhere. Our
health care providers are the best trained. Nations from around the world send their best and their
brightest to train in our schools. We have a private sector specializing in pharmaceutical and biotech-
nology research, which has produced equipment and drugs that have saved countless lives and ended
the suffering of millions of people all over the world. And with respect to choice, we have the widest
access and choice anywhere, more than in any other health system.

So whatever we do. wo should not discourage the research and thd training and tho utilization of the
most advanced technology, nor jeopardize the choice that most Americans enjoy.

Now there is some bad As you know, national expenditures on health care have risen faster than in
any other segment of our economy Estimates are that the United States will spend some S900 billion
on health care in 1993. representing about 14.6 percent of our gross domestic product. According to
the Congressional Budget Office, the federal government paid for about 45 percent of the total dollars
spent for health care in 1992. so theres a tremendous pressure on the federal government to begin
addressing this problem
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We know we have too many uninsured in this country, and there's too much of a reliance upon insur-
ance from employers, There is a problem with portability, carrying insurance when you have to go to
another job.

And getting back to the issue of cost fora moment, we have some specific cost drivers in this country,
some of which are unique to the United States and some of which are not Some of which are suscep-
tible to legislative solution, some which are not Our medical liability system |think is broken. Lewin
VHI, a Washington based econometrics firm, estimates over S35 billion can be attributed to the prac-
tice of defensive medicine, and over $5 billion of excess malpractice premiums loading down our
system.

We have little incentive for consumers and providers to be cost conscious, and I'm going to talk about
that a little bit later on when we talk about tho market based options for reform There is almost free
access inmany cases to the highest tech services where the patient doesn't feel the pain of paying the
cost We have administrative waste. Estimates show insome '-ases as much as 25 percent of health
care costs are spent on administration,

And demographics are a problem. In this country, two-thirds of the men and women...in fact, let me
repeat this because Ithink this is just an astounding statistic...two-thirds of all of the men and women
who have lived past the age of 65 in the entire history of the world, are ahve today. And health care
costs for older Americans average about four times that of people under 65 years of age. So there's
a demographic cost driver here that's hard to deal with from a legislative point of view.

And finally, tierc in the United States, we have life style choices that present special problems. If
you ve seen the pictures of the crack babies or visited a trauma center on a Saturday night, you know
there are some unique circumstances that cause our costs to rise beyond those in some other coun-
tries. So we do have our problems and. again, the challenge will bo to preserve the good while dealing
wilt) the bad.

Before I discuss tho five <> s.x key options that have been presented in the Congress so far. let me
also suggest two considerations to have in mind as we evaluate these options. First of all. there is. to
some extent, a political disconnect. Consumers want more than anything else security of coverage
They want choice preserved, costs reduced, and quality sustained, while policy makers want to re-
duce national health care expenditures, Now handled properly, these goals can bo quite consistent;
mishandled. American's will face Hobson's choices.

The second consideration is that central to the cost containment, is lhe question of who will manage
utilization. Will it be the government7 Will it be a health insurance purchasing cooperative, the em -
ployer. or individuals? How one addresses this issue has a lot to do with one's faith m government, or
lack thereof, or one's faith in individuals to make the choices that arc best for themselves and their
families.

By and large, liberals believe that the health care market is too complex for most individuals to make
those decisions and. therefore, mat those issues are best handled by some level of government A lot
ol moderates would like to continue tho policy ol relying upon employers to make lheso choices.
Conservatives, on the other hand, believe that a well regulated and properly functioning insurance
market, with individuals making iho decisions produces lhe best balance between the competing
goals

When September comes and Congress go’s back m session, there will be a whole variety of bills

introduced One bill, however, has already been introduced, and I'm going to start with this option It
is the option representing lhe most liberal point of view tn the Congress Itisadvanced by repiescn-
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tntivos such ns Jim McDermott (D-Wash.) and Pete Stark (D-Calil.) and ottiers. There's a bill pending
right now for national health insurance which has about 87 cosponsors. Ithink it represents a liberal
point of view in the House of Representatives, of perhaps a block of nearly a hundred liberal members,
a block that must be contended with as we move forward. Itis a single payor kin® of program, similar
to that found in Canada or Britain. And in our nation, it would be similar to enrolling all Americans in
Medicaid.

Ithink most Americans are familiar with the kinds of problems that would accompany such a program,
A rapid decline in Ihe quality of care as a result of rationing and restricted access to high technology
medical services. It represents the ultimate in managing utilization; basically, the government would
ration tho care.

And | think that you can say some good things about this. To support this idea, you only have to
believe these four things: that taxes don't have an adverse impact on the economy, that price controls
work, that monopolies are efficient, and that the government is a wise, compassionate and efficient
distributor of goods and services. It you believe those things, then the single payor idea is for you
Enough of that.

Ireally don't mean to dismiss it quite so quickly, because the fact is that the President is going to have
to deal with this liberal block of votes in trying to sell his program, and you saw what happened when
he had to rely on a group of liberals in this last budget debate. We had to make taxes retroactive to
pay for their programs and a lot of other things that Henry Hyde could tell you about. So it's no
laughing matter to have a big block of liberals out there who are constantly tugging and pulling the
Congress to the left.

Well, the second option is the Clinton plan, called managed competition. 1think there is something
revealing in that the temporary, or proposed title of the bill, is being prepared to embody the concepts
of tho Hillary Clinton task force. Its called the Health Security Act of 1993. Some of you will remember
the Social Security Act of 1933 and see a parallel. And. indeed, itis true that some people believe that
President Clinton sees that this issue could be for him what Social Security was for Franklin Roosevelt,
and that it represents a good opportunity to make his mark in history. Thus, the Health Security Act.

Pollsters will also tell you that security is one of the dominant concerns of Americans, and, therefore,
it's nota bad idea to include that phrase in the title of the bill. So that begins to tell you a little bit of the
background of the Clinton plan.

It's been very difficult to get information about this plan because of the secretive nature in which it's
been put together. But enough is known ol the President's plan so that I'll be able to give you a little bit
of detail. Most importantly are the implications for the members of state legislatures around our coun-
try. After all. state legislatures are going to be primarily responsible for enforcing this kind of plan, and
Idon't think you're going to like to have that particular responsibility.

It starts with a national board which has various responsibilities, most important of which initially, is the
creation of a core benefits package. And that core benefits package, as it'sbeen discussed in Wash-
ington right now, is extremely generous. Itisestimated that it would cost between 100 billionand S130
billion a year for Americans to obtain this core benefits package. That's the basic coverage that would
include everything from eye glasses lo dental care, to mental health. And a lot of other things which,
frankly, a lot of Americans need, but a lot of Americans don't need, and yet would bo part of this
package. Everyone would bo required to have insurance with this package from one of tho account-
able health plans The accountable health plans, probably tho best analogy would be to a giant HMO.
although itdoesn't technically have to bo an HMO But they would be giant health organizations that
would contract with providers to provide the care called lor in tho core benelits package
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Bul you wouldn’t buy the insurance directly from the accountable health plan. Rathor, Icalth alliances
would be created, at least one per state, depending upon tho size of the state. In large states there
would probably be several. They would probably be appointed by tho governors of the state, in any
event a somewhat political decision. And they would be the regulators and the brokers for the insur-
ance that would cover every American. They would regulate tho industry. They would be the tax
collectors from the employers who would largely fund the program. And they would actually buy the
coverage from one of the accountable health plans in their area. So these health alliances would be
very, very powerful. They would actually pay for the insurance througfi a combination of new taxes,
including a new payroll tax which would perhaps be in the area of eight or nine percent. Now you'll
hear this called by a lot of different names, but as we found in the debate over the budget, a contribu-
tion is a tax and an investment is spending. And this payment of premium on behalf of tho employer
and employee is a payroll tax.

In addition to that, those companies which would be administering their own health care
plans...companies of over 5,000 employees which choose to do that... wouldn't be off the hook. They'd
still have to pay a surcharge to help pay for everyone else. And then there will also be sin taxes on
alcohol and tobacco and perhaps some other levies as well, but that's essentially how this would be
paid for.

Now how is the cost containment going to come about7 Well, initially, it is contemplated that there
would be some kind of voluntary limitation on costs. Price controls. *aps on fees, limitations on what
insurers could charge, which would all be voluntary, but if you are straight from the reservation, it

would actually be enforced.

On the longer term, itwould be accomplished through what are called global budgets..,a basic limita-
tion on how mucfi we would plan to spend for health care in this country. And I'm not talking about
government health care. I'm talking about the health care that all ol us would receive. Once the board
established a national global budget, it would be allocated to each state, essentially according to
population, and then each state would have to find a way to enforce the global budget. And that’
where you. slate legislators, come in.

It probably would start with the health alliance, and each health alliance would be given a percentage
of the state's global budget. Let’s say that in your state, there would be four health alliances, and that
they're all about equal size, so that each one of them would get 25 percent of your state's global
budget. It's now up to the health alliance to control tho costs within the allocation given to that particu-
lar health alliance.

So the next level, of course, is the accountable health plan The health plan would enforce this
probably through some kind of utilization review, and essentially get to the po.nt of rationing because
its payments are going to be in the form of capitation payments, possibly adiusted for some kind of

risk.

A state has a very significant incentive and disincentive to conform to the global budget There are a
lot of different things that could happen to a state Itis suggested in the draft that I've seen, that one
of the disincentives for states which do not comply with its global budget would be to make the stale
100 percent responsible for the cost of providing care to the low-mcome people in the state In other
words, if a state exceeds its mandate, all of the subsidized care would be the state's responsibility: no
cost sharing with the federal jovernment On the other hand, i'the state meets its global budget, then
in effect, it would get to pocket the difference So you can see that states would have a powerful
incentive to adopt regulations, and perhaps statutes, that would enable it to meet these limitations. |
think that the net result of this is not hard to see. Itis a form of rationing caro inorder to achieve these
global budgets and that, to me. is a matter ot great concern
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A third option is taking shape inthe House of Representatives on tho Republican side. It's called the
Republican Leaders Task Force option, and it essentially plays off of the Action Now Bill, which was
introduced last year. This is an incremental concept...it's not a fundamental reform. It essentially tries
to keep the good and reform the bad. as Italked about before, but it does leave largely in place the
functioning system that we have, with its emphasis on employer based coverage. It would allow small
businesses to join together to purchase coverage for employees.

It would place limits on preexisting condition clauses and premium increases. It would preempt state
mandates. It increases the tax deduction for the self-employed from 25 percent to 100 p vcent. It
would permit tax deductible medical savings accounts. Itwould increase funding forcommunity health
centers. It provides asset protection for individuals in need of long-term care and, of course, includes
tort reform, product liability and antitrust reform, and some administrative reform. As I said, this ap-
proach is more of an incremental, rather than fundamental change, but it is at least seen as a place
holder, if not the most doable form of reform. ,

A fourth option is one which I'm |ust going to call the Chafee approach, named alter Senator Chafee,
a Republican senator from Rhode Island who has focused on managed care, but doesn't go as for as
the Clinton managed care approach would. It. for example, probably would not have price controls or
a mandate on employers, but in other respects, would be quite similar to the Clinton plan. So you see
a dichotomy there between different Republican approaches.

The last two versions that I'd like to outline for you I'm going to describe as one. though they're actually
somewhat different in their specifics. These are the consumer choice or market options, and they've
taken hold primarily among Republicans in the Senate. They have been developed largely by outside
groups, such as the Heritage Foundation and the National Center for Policy Analysis. And as | say.
they botti focus on the question of the market and consumer choice, and aro based upon the current
income tax structure, based upon tho theory that this structure creates perverse incentives for effec-
tive and efficient delivery of health care in our country.

The tax code, of course, provides a significant incentive for business to provide health care for all
employees, and it also does not tax the employee for the benefit thus provided. But there is not a
concomitant benefit foi individuals who secure their own health care based upon their own perceived
needs. And there is a significant disadvantage for the self-employed—someone who does not obtain
insurance through a large employer The net result isunfairness and a disconnect between the choices
ttiat may bo best for a family, and what is actually provided. And also a disconnect between what might
be an efficient delivery of care and what is available, because it lias been provided by the employer

So both ot these approaches build off of that problem with the oxi ting system and naturally, would
address it oy changing the tax code Essontiallv they both would provide n different kind of exclusion,
credit or deduction for the provision of healft care Ant, both of then would provide a credit for
individuals for families instead ol employers Tax credits could bo spent, or a tax credit would be
provided, for monev to be spent on either the acquisition ol insurance or on payment into medical
savings accounts or on out-of-pocket expenses And il could pertain lo cither lhe icquiSition of insur-
ance ol only a catastrophic, high deductible k>nd. or a lower deductible more standard kind ol insur-
ance So whatever is best for your own lam 'y you would be oncouiagou to acquire, and the tax
benefits of that would accrue directly to you and to youi family

Now the plans differ somewhat with respect to the specific amount of credit or exclusion In the
Heritage plan, the lax credit would vary, depending upon the amount ol health expenses relative to
income, so that yuu would effectively provide a greater credit if you have higher medical expenses, or
n greater credit relative to income it your income is lower This way itis believed that there would not
be a difficulty for low-income people with high medical trills to bo able to ntfotd them In both ol these
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plans, there is a concept of an earned income tax credit, or refundable credit, which would also assist
the lower income families in lhe country.

Under the NCPA plan, there is a fixed credit, rather than a sliding scale. And depending upon the cost,
that credit might be set as high as 90 percent of the costs of either acquiring insurance or a Medisave
type of account Under this plan, out-of-pocket expenses could be paid from the medical savings
account. The total credit would be in tho neighborhood of S2.250.00 for an individual or S5.000.00 foi
a family, 90 percent of that amount. Also under this plan, il could be transferable to the employer so
that you still could have employer provided insurance.

The concept behind both of these plans is to provide the widest possible choice, and the incentives for
individuals to acquire the coverage that is most suitable for them, and to use only that which isneces-
sary. In effect, this permits them to pocket the difference. This would provide a more efficient delivery
system for health care services, thus reducing the overall costs.

Now in at least one of these plans, the new credit...one that does reduce the revenues to the
Treasury., would be paid for by gradually eliminating the current tax exclusion for employer spon-
sored health benefits, as well as other deductions. In both plans, tho heads of households would be
required to purchase some kind of coverage, in one case a minimum catastrophic kind of coverage.
The idea is to protect society from having to take care of those who are improvident with respect to
caring for themselves, by at least requiring minimum coverage for catastrophic illnesses

Reform in the health insurance market, which is the fundamental concept here, would also guarantee
portability. Because insurance would now be owned by individuals and families, rather than the em -
ployer. one could take it wherever one wants. And. therefore, since you have portability, you are less
concerned with the issue of having to remain with one employer to keep your health insurance.

These plans also call for renewability. eliminating experience rating, and other reforms that would
make it possible for all Americans, regardless of their medical condition, to acquire coverage. And
they both include tod reform, antitrust reform, administrative reform, as the other Republican plan does.

So the concept here is to empower all Americans with tho resources to have the same choices in
purchasing health care coverage and. at the same time, create an incentive for all Americans to be
wise her Ith care consumers.

Now t ose are the essential choices that have been presented to the bill drafters for work over the
summer recess. After Labor Day and | think you'll see iterations ol all of these plans introduced

The point that I would like to make in summing all of this up is that it is not by any means a foregone
conclusion that the Clinton managed health care plan is going to be the bill that passes the Congress,
and that we're going to have lo live or suffer under in days to come. You all can play a very important
role in forming p biic opinion, and in informing the debate, as these issues aro aired out And just as
wo did with the debate over the budget, we have an obligation to be as specific, as detailed, and as
informative to our constituents as we can possibly be. Itis in their best interests.

And Ithink we need lo ask these questions. First, does itpreserve the good and try to reform the bad?
Does it preserve choice, maintain quality and reduce costs9 Who does it put at the center ot health
care decision making9 Is it the government, a new bureaucracy, the employer, oris it lire individual or
the family9

Ithink because ol your experience in dealing with a lot of tho issues that are associated with health
carc reform you know these issues well and therefore can play a critical role You ve worked on tort
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reform, on Medicaid reform, on state mandates, and a lot of other issues that are embodied insome of
these concepts. And you're going to have to come up with innovative ways to deal with whatever tfio
federal legislation is. In fact, a lot of the legislators in Washington are looking to various states for
some guidance, not always, in my view, the best kind of guidance. Hawaii, for example, lias a plan that
has achieved credibility among certain members of the Congress. California has had tort reform for a
long time. Iknow tfio Arizona recently enacted some tort reform. So there are a lot of ideas that have
germinated from the states that could become a part of this, or at least could help lo inform the debate.

And. finally, you all need to ask the critical and defining questions of your representatives in Congress
because, as Isaid, we represent the same constituents. And it is in their best interests, in these life
and death decisions, that we inform this debate and conduct il in a robust fashion.

I've got to conclude with a story. Whenever Ithink of some Clinton Administration appointee interpret-
ing what the people of this country are saying, especially in those kinds of life and death matters, |
think ol a story that occurred in the history of Arizona, back at about Ihe turn of ttie century, We had a
group of lav; enforcers called the Arizona Rangers that were patterned after the Texas Rangers. And
on this particular occasion ttie bank in Wilcox, which is a little town in southeastern Arizona, was
robbed and all ttie gold was taken, and tho Arizona Rangers were called in to track the perpetrator

down.

And so they went after the individual with gusto and followed his tracks all the way down to Mexico.
When they caught up with this fellow, there was were two problems. Number one, he didn't have the
gold and. number two. tie didn't speak any English. Since these rangers didn't speak any Spanish,
they had to engage an interpreter. And for a little bribe, or what's called mordida. ttie/ were able to pay
a fellow in the local town to come out to where they were encamped and do ttie translating.

So the captain of the guards got tins fellow over to tho interpreter, and said. lwant you to ask Pancho
here where he hid the gold." So the fellow turns to Pancho and. in Spanish, he says Pancho. where
did you hide the gold9" Pancho says. No se'." He says, "l don't know anything about any gold."”
"What did he say?" He says tie doesn't know anything about any gold." The ranger said "Look, you
know, we re hot and tired and dusty and ttvrsty and we've been riding all day. and we know he's got it
and we want you to find out Ask him wheie itis. He's got to tell us where itis." So he says.'Pancho,
they've been at this all day They're hot and tired and dusty and thirsty. They want to know where you
hid tho gold " Pancho says. "l don't know anything about any gold." What did he say9' He says he
still doesn't know anything about any gold.’

So the captain of the rangers put a big rope with a big noose in it up over a tree, pointed to itand said.

Now you tell Panctio if he doesn't tell us where tie hid the gold, we re going to hang him. He's going
to die " So ttie interpreter turns to Pancho and says. Pancho. they're serious Ifyou don ttell them
wtiere the gold is. they're going to string you up. you're going to die." Pancho looks at the rope and
says. Well, okay." tie says, "You know that long adobe wall9" Si." And at the end of that long adobe
wall, there is a hacienda. Behind the hacienda, there is a well, and the gold is at ttie bottom ot the
well " What did he say9" asked the ranger Pancho says he's prepared to die.

Now doesn tthat lellow remind you ot Bill Clinton telling us that the American people are prepared to
sacrifice7 Anyway, you may want to join those of us who will bo presenting an alternative to the Clinton
plan lcan assure you ttiat Iwill be one ot ttie sponsors of ttie market based approach that Idiscussed

today

Ilhope you'll join us in that effort and Iwish you all the very besi as you work m your respective states
lor alt ol the citizens ol this great nation =
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Thank you very much ladies and gentlemen |It'sa great privilege to be with you. and believe me. lam
happy to be here with you today.

As Representative (Jerry Lee) Alwin (N.M.) mentioned, the Heritage Foundation and ALEC are close
partners, and l've certainly enjoyed the opportunity to work with your leaders Certainly. Sam Brunelli
and his stafl are an outstanding group, as you know from your own personal exnorienccs. and |lwas
always interested in the active role in leadership ol Bill Raggio. I've known Bill tor longer than he'd
probably want to admit...Irom ttie days when he was a District Attorney in Nevada and | was in the
District Attorney's office in Alameda County in California. Wo worked very closely together at that time.
So it'sa pleasure to be here, especially since Iwill have the opportunity to discuss with you ttie issue
of violent crime in America. There is no more important challenge facing our nation today

One of the things that Ithink wo have to recognize is tho fact that crime has been, for many years now.
the top thing that people worry about when they're asked. What is the greatest domestic problem?"
Periodically it gets eclipsed by the economy when we have high unemployment or when we have
economic difficulties, but year in and year out. it's always in lhe top three or four topics that concern

people.

And when we try to get IThe economy going, or when we try to work on the problems ol the inner cities,
or try to improve education, inevitably at least one of the trails of solutions leads to doing something
about crime You know from your own experience what's happened, and so Id like to share a little tut
with you Irom my own experience

But fust. Ithink it's important to recognize what's happened smce World War Il mterms ol crime In the
1950s. and from the period just after the war through Ihe fillies, there was a philosophy m our countty
among almost all criminologists ttwit incarceration was a bad thing And so almost evcty idea other
than prison was used to take care ot convicted criminals

And so by the sixties, we found m California when Ronald Reagan became Governor in t% 7 that
‘ess than ten percent of all felons, tho most serious criminals were going to prison

Well, over the course of the late sixties and Ihe seventies, lie was able to change that byappointing

judges in California who hart a different view But throughout the country this was the prevailing
sentiment
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And lhat's why wg had during tha* period, Irom 1960 roughly, to 1980, wo had tho largest increase in
crime in tho history of tho country ..a 300 percent increase incrime. As the average time served went
down dramatically, crime went up.

Most people would say that kind ol makes sense. Criminals can count, too. It was interesting that an
organization in Texas the National Center lor Policy Analysis, did an economist’s computation of the
cost ol crime. They acted on the proposition that crimes are intentional acts and that they're freely
committed by people who calculate the cost to them for committing crimes. And that in many cases ttie
criminals, while they may not do it in a mathematical way like economists, nevertheless have a gen-
eral feeling of what their chances are of getting caught. And if they do got caught, what's going to
happen to them.

And so they did some calculations. They multiplied of percentage of criminals that got caught for each
offense times tho likelihood of conviction, times the amount of months that they would serve, and they
came to a very interesting statistic, And that was that the expected time in prison for each murder is
something like 2.3 years. For rape, it's 80.5 days. For robbery, it's 27 days. For aggravated assault,
just a little over 13 days, and for burglary it's 5.4 days.

Now, obviously those that are caught serve much more time than that. But that’s taking tho average
time that people serve, and then multiplying that by a factor of what their chances are of being caught.
Now as !say. | don't think that criminals figure those things out exactly, but they do (rave a pretty
general idea And for that reason, many of them feel that crime does pay.

Ttie important thing is. as was mentioned earlier in the opening remarks, today we have a situation
where criminals are spending actually very little time in prison We have a revolving door situation
where tho same people are coming back to prison, spending a little time, then going out to commit
more crimes. And then most of them are coming back to prison at one time or another.

It seems to me that there's several things that we need to do. and while I could go into the analysis
even more, |think it's perhaps important that we talk about what are the changes that have to be
made Let mo just say this, however Wo did have a period of time during the last 30 years when
crime began to go down, and that was at the beginning ot tho 1980s. By that time, citizens had trad
enough ol ttie old lenient philosophy and by tho last hall of the 1970s. into the early eighties, judges
were sentencing more people to prison forserious crimes particularly violent felonies, and they were
sentencing them for longer periods of time And so from about 1981 through 1985. crime actually went
down m the United States the fust time that had happened, since World War |l

But what happened by 1985 was that the prisons were full, overcrowded and so itwas at that point
it you look at the statistics, that people started being let out much earlier and not completing their full

sentence

indeed, today the facts are that the average sentence for a lelony in the United States is four years,
but llie average time served is about 13 months And that's just ttie average for all felonies That's
everything Irom car thefton one end up to murder on the other end But the amount ol time that people
are actually serving is only about a quarter ol that, and inosl of that is because of a lack of prison
capacity

The other thing that I think wo have o recognize is that even though in 1990 1lhe crime rate in ttie
United Stales was lower than it was in 1980. there were two significant (lilforences in 1990 over 1980

One was the tremendous amount ol violence, and while proporty dimes in general wore down or
ptnteaumg violent crimes were considerably greater Secondly that drugs particularly crack was an
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increasing pioblem in the inner city. The drug problem is kind ol interesting. Up until 1981 or '82. most
of Ihe emphasis, whal emphasis there was, on a national scalo, was on law enforcement. In 1982.
thoro was a comprehensive national strategy which included prevention, education, treatment and
rehabilitation, along with strong law enforcement and strong international action.

And from 1982, flint period when this strategy was implemented, up until lhe present lime, we had a
50 percent decrease indrug use inttie United States. Mosl of the decrease indrug use was due to the
preventive activities in schools and drug-free workplace programs in business and industry. And so we
have approximately half as many people today using drugs as we did at the beginning of the 1980s.

The drug problem, however, is starting to turn up again, particularly in high school and junior high
school aged students. Tho reason is because we have this problem in the United States that when
something's no longer gelling a lot of attention, people start to forget about it. And so ttie preventive
efforts in schools and businesses are perhaps not as diligent as they have been in the past. We have
to he vcr; wary that we don't get another major drug problem in our schools.

However, the thing that has happened is that among those people w ic commit most of Iho crimes in
Ilie inner cities, both small crimes and major crimes, drug use has actually intensified. Because with
half the market lessened, drugs have been relatively available in lhe inner cities. 1he price has been
cheap because you don't have the demand that you had before. In addition to that, you have had
crack introduced, which in my opinion was a cynical economic marketing act by the drug purveyors,
who could no longer sell hundred dollar lines ol cocaine lo rolnlively affluent people. So now they
manufacture cocaine in crystalline form, so they could sell S5. S10 and S20 rocks of cocaine to less
affluent people in their communities

So we have these things facing us today a continuing problem with crack, an increase of drug use in
Ilhe inner city, a revolving door situation as far as prisons are concerned, and a tremendous increase
in violence.

There were two interesting comments that Irotcd yesterday in the paper. One was that there's been
a 61 percent increase during the 1980s. .61 percent increase inshootings committed by Americans
15 to 19 years ol age. Thats junior high and high school aged kids. For example, in our nation s
capital, in Washmglon. DC .the children and teenagers treated for knife and gunshot wounds in the
last seven years has increased 1.740 porccni In some inner cities like Washington. D C.. New York.
Los Angeles and other places, we literally have a war going on Whal we have is a juvenile army out
there, with tho latest figures indicating th.it 270 000 children carry guns to school each day.

Now, 270.000 children tfs hard to pul that into any kind of conlext. but for comparison that's halt the
projected size ol the United Stales Army by the year 199r>Tho number of kids going to school carry-
ing weapons today, is halt lho $izo of what the Army is going to be in 1995 What do we do about it7

Tho first thing ™ we’ve got to be realistic about sentencing We have got to change sentencing and
recognize that only it we re able to put jieopie in prison tor violent crimes, or for repetitive crimes, that
we will start to go. them off Iho slrnot Many people say that v.e're spending more for prisons man we
do for education in oui state That may he true but let mo say this Prisons arc* more elfect”e in ttie
job they're set up to do than the educational establishment is with the |Ob itischarged with

We know that while people are in prison, they re not committing crimes against c tizens on the street

and m then homos And lcan't say that education is equally offeciivo in (caching people to read and
write under some ot lho conditions in some states today
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Nov;, obviously we nood to support both Ithink one ot the mistakes wo often make is that people will
say. well, wo ve pot to do this instead of that, or we can't put money into prisons...because we have to
give it to education We need to do both And | know probably all of you faco these tremendous
dilemmas at homo in terms of trying to squeeze all the requirements into the revenues that are avail-
able. Bui Ithink it is important

Tho other thing that we need to do isdecide who belongs in prison, as was stated earlier by Represen-
tative Alwin Earlier he mentioned that some people shouldn t be there Row do you know when a
person belongs in prison?

Well, it's tough It's not always possible to tell on their first time through But you sure know when
they've been to prison and gotten out and committed a new felony, and come back a second time and
gotten out and committed a third felony. About the third or fourth time around, they have self-selected
themselves as a candidate for a long time in prison And Ithink when that happens, we ought to say
this person is going to go to prison for. if not the rest of their life, at least until they get to that period
where statistically we know they kind of hum out as far as crime isconcerned Maybe they can't jump
the fences anymore, running ahead of the police or whatever itis. but we know statistically that by tiro
time a person gets to about 50 years o! age. they're not as likely to commit crimes anymore. lhope it
isn't true that in prison they learn to read and write, so that trie robber becomes a forger when he gofs
out about that age But inany event we do know that ita person alter ttie tt trd or fourth lime around is
kept in prison, we know that that individual who has the capability ol com nittmg anywhere from two
dozen to 150 crimos per year is going to be out of reach where he or sno can no longer prey on

society

The second thing we've go! to do is wo ve got to have society keep its promises We have to keep our
promises to the citi/ens of our country and also to the criminals

One of the things we do when a person is pul on probation is that lho judge very sternly lectures him
or her and says Tm putting you on three yoars probation I'm suspending two years inprison Now
if you got caught comrmtt ng a crime or violating your probation during this three-year penoc vou re
going to go to pnson" Well actually the judge knows, and the criminal knows, that that's probably not
true When that individual does commit a new crime, a new robbery, a new burglary, they'ie going lo
come back maybe in front of the same judge, or rn front ot another judge who sees tho record and
what that judge isgomg todo Ithe sor’onces hun to prison the second lime at all he's going to make
itconcurrent w th the sentence that was suspended for the first crime In effect tho person on proba-
tion gets a free crime

We have got to start living up to our promises and when an individual violates their probation they go
to pul or pnson tor ttie length of the term of the lest crime and on top of that serve whatever die
sentence is *o» the second crime so th.it v.odcm t g.ve away crimes as a condition of probaton

Thirdly we have totecogm/c that whal Ive been talking about being realistic m keeping promises has
serious implications for the criminal justice system particularly corrections And its important that wo
look at die whofe criminal justice system

Yesterday Pres dent Cm- n announced federal funding to support putting up to a hundred thousand
new police officers on the street 1 dunk perhaps theres a gon jd»-ai that can bo done along that i»ne
Actually the money he taikrd about will barely supjxjrt GO000 od rers on the sheet but at toast it's a
start and go ng to t*k< tune to work through this Ami there were a lot ot othei proposal? too
many ol thorn wh-ch aro good
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But Ihe thing that was forgotten is you can’t just look at that stage of the criminal justice system Wo
have today, in cities and counties on tho streets of our nation, just under 500.000 police officers. Now
if we add. let's say, somewhere between 60 and a hundred thousand now officers, we're making a
dramatic increase in the number ol officers on the street. Particularly if those aro added to the street
patrol forces, because a good third, at least, of those other officers are working on specialized details
or administrative duties. Now. unless we have the courts, the |udges. and ultimately tho correctional
facilities, to accommodate tho arrests made by those officers, they really will not bo adding to our
ability to stop crimo and to be a credible deterrent to the criminal.

In a bill that was introduced last week, by Senator Dole and several other members of the Senate, is
a provision that does recognize tho flow-through of tho criminal when you add new police officers. This
bill not only provides for new police officers, but also provides for matching grants to states for prison
construction, as well as the building of some regional prisons which can be used for both federal and
state prisoners. Now Ithink this isa much more realistic approach to solving these problems, because
the bill that looks at the whole system We also have to recognize that we have to look at more cost
effective ways to build additional prisons as they are necessary, so that we can accommodate people
for longer periods of time. ldon't think we have to go on building prisons forever. You know, there's
some people inthe ACLU and elsewhere who say if you keep building prisons at the rate that we did
during the 1980s by the year 2050 every other person in ttie United States will be in prison. Well, let's
be realistic. Idon't think any of us believes that's true 1think there will be a point at which we don't
have to build any more prisons because we'll have ttie people who need to be in prison there.

We have, at tho present time, a little over 800.000 people out of a population of 252 million who are in
prison Of the three million people total, or less than one and a half percent of tho population, who are
under correctional custody, only a quarter of those people, about 26 percent, are actually in prison: the
rest are on parole or on probation So itseems to me thatadding additional prison capacity for a short
penod of time, and making sure lhe people who belong there stay there, is going to be a very good
investment in the long run However, it will not be lhe horrendous continuation of the building boom of
prisons during the eighties, which was in large part because no prisons wore built between 1950 and
Ihe late 1970s. due to the move away from incarceration

There are other things we need to do. and I'll just mention thorn very quickly We need drug testing at
all stages of the criminal justice process for bail, for probation, while in prison, while in jail, wh'lc on
parole because we know that people commit four to six times as many crimes when they re using
drugs compared to when thcv aro not We need to put the heat on the federal government to do more
on the illegal alien problem | know ttie states in the Southwest particularly are aware of *hat and
that's a whole topic in itselt We need to take another 1ock at how our prisons are managed, and
whether ttiey are being effectively managed and whether they are places that deter criminals And
this means perhaps looking at whether the discipline that is necessary for those people to comport
their lives w fhm the law is being exercised while they re in pnson

And finally. I hunk citizens need to be educated to the fact that today we re only spending ltuee percent
of our total tax dollars on tho justice system, including tho police courts. prisons and tho owl justice
system .is well Itpeople agree with us hi.it protecting the public Irom those who would prey on them
is a vital part of defense, then |ust as we've been willing to make sacrifices tor our external defense
we need lo make a serious investment in our defense at home Ata time when wo are able to reduce
spendmg on the military because we ve been successful at fighting and winning the co'd war. snouidn t
wo consider using pan or all of these savings for fighting crime at homo7 Just going horn three
percent to four percent of our total tax dollars would give us tremendous resources to bu>td prisons
add potico officers and enough courts and |udgcs so th it once again, society would be ab'e to ten the
criminal that when you commit ,m oh»msc agamst our people, you're going to pay the cost And the
cost will bo coruidornbiy greater than it is at the prosent tune =
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Thank you very much It's a distinct honor for me to he here with ALEC today and also to share the
podium with my new governor in Virginia. George Allen, who's shown what real leadership and cour-
age can do Now. Iwant to talk to you today about crime. Tho public is increasingly concerned about
crime, and itshould come as no surprise that polls are now showing iteven surpassing unemployment
as an issue And George Allen's victory shows the political potency of this issue and that the people's
concern is fully justified

As we all know, violent crime in our society is at intolerable levels. Most of the increases occurred in
the '60s and 70s during the era of permissiveness. Alter Ronald Reagan exercised some leadership
and tried to bring strength back to the law enforcement system we did see a suppression of the crime
rate inthe 1980s, butits been going up again Ithink it'sdriven, at least it started in '86-87. largely due
to the crack epidemic But as we all know, a big part of it today is the juvemlization ot crime, with more
and mote young people getting into a life violent crime. And what's lhe ultimate root cause of that7
Well, a lot of the policies we followed in the '60s and 70s are now coming home to roost, policies that
have broken up families, policies that encouraged illegitimacy, policies that gave public schools and
other public agencies a moral lobotomy so that you couldn t instill values or exercise moral authority
through schoois or through public agencies These are tho chickens that are now coming home to
roost This is why wo re seeing juvenile crime and gangs

But another reason why Ithink we’re seeing violent crime increase, spread and become more wanton
and vicious <s DECAUSE we are relapsing to the revolving door system ot justice that wo saw in the '60s
and 70s Tne state systems are simply being overwhelmed by the volume of crime Now. ran any
thmg be done about t7 What can we do about it7

There are smi those inour society, and this is one of the big cleavages iii our society today and in this
crime debate who say we have to deal primarily with tho root causes And you and ihave heard this
all the time — we shouldnt he upending more money on law on'orcoment. it doesn't do .»ny good to
put pcoplo »npnson and so forth We should build more schools wo should spend more on education,
we should spend more on health care, attack tho root causes ot crime |Ithink those people are sadly
mistaken

First ot all wo ve boon following a root causes strategy in this country for thirty years That's what
wo vo boon doing Wo ve been pouur.g over-increasing amounts o! our resources into addressing

\wioe 1 IS | t. o



\[T( rm<nilinif\

these problems, in tho lorm of nnli-povorty programs and means-tested programs. Wo now spend
over S290 billion a year, and that's just on the means-tested program. That's S3.000.00 a year for
every taxpayer. And the notion that if wo |ust spend a few billion dollars more here or there on more
education or health care, or housing, that somehow we're going to have a breakthrough. I think, is

fanciful

But, more importantly, even il wo know how to deal with root causes, even if wo knew what kinds of
social programs would help, this is a long-term solution. This is a fifteen or twenty-year solution. It
won't bear fruit before then, and people deserve protection today. Iwas at a c mforence just last week
at Notre Dame and. again, there were the people up on the podium saying, ‘Oh, getting tough on
crime, just putting people in prison, pulling offenders in prison, doesn't work. Wo have to deni with tho

root causes.”

When Iwas Attorney General every placo lwent there were people crying out for law enforcement. |
remember we went on a raid in Fort Worth. Texas, to a housing project that had been terrorised for
weeks by a gang And this woman, a 70-year-oid woman, came downstairs and she kissed my hand
and she was saying. Please don't let the police leave, please don't let the police leave.” She'd lived
on lhe floor, lying on the floor for two days because of gunshots around the complex. What can law
enforcement say to her? Well, we re going to spend more money on education and housing and in
twenty years this will be a safer neighborhood?” No. she deserves protection today

Finally, violence has reached a level in our society where | think it's strangling any of our efforts to
rehabilitate or restore society to rehabilitate neighborhoods, to provide opportunity. What good is it to
build public housing il it's going to bo used as stash housing? And what good is it to build a model
school and spend so much more on education ifthe school is going to bo run by gangs9 The founda-
ton of economic growth and ot opportunity has to be peace and security

While I think there are many things we can do on many different fronts to address lhe problem of
violence, there's absolutely one indispensable thing, one sine qua non that we have to devote our
attention to. and thats to restore our criminal justice system and once again make it effective at
punishing, deterring and incapacitating violent olfenders Our strategy has to be centered on one
fundamental truth, which is that most of tho predatory violence we see in society is committed by a
relatively small group of repeat violent olfenders. and everybody in this country knows it 1don't have
to go into many statistics to prove that point When people pick up the newspaper and they see the
current “horror ol the day almost invariably that violent3 has been perpetrated by somebody with a
long criminal history. Polly Klnas'case is not the exceplion its the rule The tourist in Miami is not the
exception, it's the rule The murderer ot Michael Jordans father n aot Ihe exception, it's the rule
Every year 6.500 Americans lose their lives, are murdered, are gunned down, by people who aro on
bail, probation, or parole at tho time of Ihe murder

The key problem we face rs the revolving door The fact is we're not incapacitating these offenders
long enough Polly Klaas would be olive today if her abductor had served out an appropriate pnson
sentence — an abductor with a twelve-page rap sheet So the single most effective step we can lake
is to slow this revolving door And Ihe foundation ol all our other efforts has to bo to largct and inca-
pacitate these repeat olfenders And Ithink this requires three things It requires reform on lhe state
lovet You all know the game that’s played in Washington D C . with crime bills and all the cynicism
that goes into it There s very little that can be done on the federal level, substantively to deal with
violent crime It has to be done at the state level stateby-state. and its going to require first and
foremost changing the system - truth m sentencing pretrial detention lor people with violent criminal
histories, reforming the juvenile justice system These reforms can be done and George Allen is a
good example ot how ifcan op done with leadership, bccauso the people are hungry lor if
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I romembor this L) ..Ins police woman, She joined lhe police force at <10 yenis old and she's now a
grandmother but she’ still an active cop on the beat in Dallas. And she came up to mo at lhe end of
a speech when lwas still Attorney General and she said, "Oh. please keep on doing these programs,
especially your Trigger-Lock program,” Which is a program where wo can throw these people inprison
for a long time. She said. "Wo caught this guy, ho had 13 illegal weapons in his trunk, he had more
than three prior felonies, we wore going to throw the book at him and put him away for 25 or 30 years.
Ho broke down and cried. He cried And because of his coojioralion we've solved thirteen murdors
and put three drug organizations out of businesc ™ Well, there's only one criminal justice system that
makes criminals break down and cry in this country, and that's the federal justice system. And what
wo need aro 51 criminal justice systems that make criminals cry in this country. Then we Il have an
impact on violent crime.

Tho second thing we need to do is to devote appropriate resources lo law enforcement. Yes. more
police. Yes, more prosecutors. Yes. more drug treatment. But also more prison space where neces-
sary. to keep those violent offenders off tho street Newt Gingrich and | have been talking about an
idea which deserves some study, and Ithink he's written an op-ed j)ioce on it And that idea is, as long
as ttie crime rates are as high as they aro today we fiave to get back to priorities Remember, tho first
duty of government is to protect its citizens Wo should relieve states of substantial portions of these
federal mandates, whether they're funded or unfunded, and allow states to shift resources to dealing
with violent crime before any of these mandates kick m

The third thing wo have to do is aggressively target offenders We have ttie Trigger Lock program |
mentioned, where wc took these violent offender off the street thieo poor convictions, possession ol
a firearm, you went away fifteen years to life without parole. And in the eighteen months I served as
Attorney General we had 12.000 people off the streets — one thousand a month by tho time Ileft The
average sentence was nine years without parole. The average sentence for three prior felonies.
e years without parole Thats a wa ti g period that actually has an impact.

Of course, there are ttie critics, and wo all know the.r» gurnents. who say. Oh. it's too punitive. Wo
already have more pec 'o in prison than South Africa and tho old Soviet Union, we re too punitive."”
No. we re not too punitive The chances of going to prison in tho United States are lhe same as in
Canada, the same as in the United Kingdom and all these other liberal democracies. What's different
in the United States is not ttie risk of going to prison it you commit a cnmo. it's that we have a lot more
violent criminals running around lhe streets. Isay we're not punitive enough in this country In fact, the
prospect of punishment today if you commit a crime, ttie amount of sentence and time served you can
look forward to if you commit a crime, is 25 percent ol what itwas in 1950 Well, ifwe were too punitive
in 1950,1m all for if Lots get back to 1950.

And there aro those wt. j say. Well, ithasn't worked We've put all these people inorison and it hasn't
worked " And it's true, wo ve put 500.000 people m prison since 1980 We've increased the capacity
trom about 300.000 to 800.000. not counting jail And they claim it hasn't worked My . rgumecnl is
similar to whal G K Chos'erton said about Christians and Christianity He said. Christianity hasn't
been tried and found wanting, itjust has never been tried" And Ithink wo have not followed the tough
policies we have to follow as tho revolving door statistics demonstrate. Wo slatted to. in 1980. and
we've golten tougher and it's borne fruit We have seen a suppression of ttie cnmo rate, out can
anyone seriously argue that wo would have safer streets itwe released tho 500.000 criminals that we
have put in prison since 19807 Ilhad a standing ot'or when Iwas Atiornoy General — I'll release any
twelve violent criminals in federal prison as long as they live m your household Ihad no takers.

Now. there am those wtio say we can't alford it Tho only time | hoar libeinls say 11 ;y can t afford

government was when itcomes to Iho very first function ol government, winch is public safety Any-
thing else ttiey can afford, no matter how harebrained an idea itis
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We spend tons of billions of dollars a year on environmental programs, I saw a headline, we should
spend S30 billion more in this country scrubbing tho air just a little bit more clean to get rid of this thing,
because theres a one-in-somolhing-or-other chance that someone’ going to develop corns on their
feel if wo don't do it. On average in our environmental programs, and our safety programs, and our
worker safety programs, and our highway transportation safely programs, we spend S2.6 million to
avoid the risk of one premature death. And in some programs, like asbestos removal from school,
we're spending over $10 billion for each death prevented. Well, tho real carnage is in our streets. And
what has changed the complexion of our life more than anything else is violent crime. Ifwe used that
$2.6 million a year to preventa premature death or serious injury — if wo used the same kind of cost/
benefit ratio — we d bo spondmg five or six times more on law enforcement than wo are in this country.
So Idon't like lo hear this notion that we cannot afford it It's a matter of priorities.

One '..st point. There aro those in our society who are congenitally unable to bring themselves to take
a violent offender and remove him from society for any effective period of time. They just can't bring
themselves to do th.it. And so they look around for other kinds of panaceas to deal with crime. They
will look for anything except iiist taking the violent criminal out of society. And one of the principal
panaceas they look to is this excessive focus on gun control as the answer to violent crime.

Now. Ithink that's a dead end It's a diversion It'sa side show, and one of the principal dangers wo
face right now is allowing Ihe real efforts to deal with violence to be hijacked and sent down this road
of gun control Aro there some reasonable measures that can be taken, such as preventing minors
from getting guns? Sure, there are some reasonable ones Bui we know there's a broader agenda to
deal with guns instead of dealing with criminals There are hundreds of firearms already in circulation
for each one chronic violent offender And if you give me the choice which to take off ttie street, chase
after two or three hundred guns or take one violent offender. I'll tell you which one saves lives Tho
Now York Chief of Police boasted to me the other day. Itook 8.000 guns off ttie street in New York last
year' My reaction9 How about taking 8.000 violent offenders off the street?7

They remind me of yuppie parents who have a little terrorist child who s running around the household,
kicking people, knocking over china and pulling people's hair and trie Yuppie parents sort of walk out
in front removing things out of the way of the little terrorist instead of dealing with him

But lhe biggest hypocrisy of all .s that these people ihe greatest the loudest proponents of gun
control, are not willing to enforce Hie laws that we already have? on the books on gun control This
administration is killing Ihe Trigger Lock program Il will not put those throe-time olfenders away, and
ihcy should be put awav It will not prosecute existing violent offenders who use guns and throw the
book at them Its not automatically adding tfio five-year enhanced penalty with no parole for someone
who uses a firearm So don fcome whining about gun control unless you're willing to enforce existing
Iv.vs against tfio real violent offenders who use guns

Trie proJem of violent crime has taken thirty years to get here It'snot going to go away overnight Its
going to take a lot of nurd work Bnl Ithink we have lo reject those who throw up their hands and say.
There's nothing wo can do  And we have to icject the people who say that tough law enforcement
policies won Iwotk Ithink there is suirtething we can do it lakes will, iftakes constancy of purpose,
if fakes a little bit of leadership to get the ball rolling, and it will fake a fight ultimately noighborhoodby*
neighborhood But fust wo have to start by winning tho fight stato-by-stato Thank yen very much m
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Iwas born in a little old town called Cando. North Dakota, and we have some terribly, terribly harsh
winters. | had ttie privilege of living with Marion L. Armey who | call the queen of irreverence. My
mama has passed on now. and she's up in heaven. But there's a little part of her that perches on my
shoulder, and every now and then she whispers words that are just exactly the right characterization
of some pomposity going on around me. And ordinarily. Ijust sort of say. thank you, mama. But there
was a time recently when Mrs Clinton got a few comments on me, and Imanaged to recover and get
back, to defend not only myself, but Dr Kevorkian And if you think lwas offended by tho characteriza-
tion. Kevorkian was absolutely livid. In that case Iwasn't sure itturned out so well, whether I should
thank my mama, or whether that may have been, in fact, a ghost of Christmas past that got me
through that day But. I have fun doing this job and | hope Ido itwell, and | hope itdoes some good.

But | would like to talk just in terms of what | think to be ttie political-legislative dynamics that will
occupy the health care debate and subsequent legislative efforts. 1got myself in a little bit of trouble
tho other morning with a group similar to your own. except in that room that morning, had Ibeen a little
more sensitive lwould have been aware that the room was tilting a little to the left Imissed that. Iget
the impression this room is Mtmg a wee tad to the right, and I might be a little more comfortable. But
please understand. lam tr\ mg to explain to you what Iperceive going on. and that doesn't necessarily
say lcondone it nor that it is what | prefer to see going on But | am going to give you my most
objective evaluation ot what is happening in health care.

Tho biggest problem in health caro today is the one people don't dare to say The problem is that the
purveyors of gloom and despair have framed the debate But Armey's admonition is. never trust data
that speaks of gloom and despair coining from people who are in ihe business of peddling more
government And we have allowed it to be framed where Iho general consensus of opinion, which
people don tdare refute, is that, we have a health care crisis in America And let mo just say that, as
Porgy and Bess said “itain't necessarily so" And whenever lam grammatically incorrect. Ilike to cite
somebody else.

Wo have, lIdare say. ttie best health care system in the world Wo have the best personnel, we have
the best science, sve have the greatest innovation, we have tho greatest access, wo have tho greatest
facilities And we ought to bo proud of that We have no health caie crisis in America There is no
shortage of health cate resources or resourcefulness
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Now. wo havo problems. Problems that aro seriously troubling the American people. And in this sense of
concern that the American people have, they have quite wrongly turned to the government for relief. It is
a mistake we happen to make in this country, a mistake we're often goaded into making. But what we
ought to do is just take a long, sobering look at what it is we have, how it is performing and where is it
malfunctioning, and then, answer Ihe question of why is it malfunctioning. We have not done these
tilings. We havo done the typical thing done by people in Washington, which is to take a singular
statistical fact and make a federal case of it Now the fact is, at any given period, any given point in time
on any day. you can get up and find 37 nfllion Americans without insurance. The problem is. if you get
up tomorrow you'll still have 37 million Americans without insurance, but they will be a different 37
million. And nobody wants to take time and sit down and analyze who are these people, why are they
uninsured and to what extent is it anybody's business but their own.

[Because we have this endemic refusal to deal with facts in the business of making politics. I get myself
in trouble with my colleagues. Iremember the whole Agriculture committee was terribly upset with me
when | pointed out ti.at demagoguery beats data every time in making public policy but the fact is. itis
true. And when we take on a legislative project, the lirsl thing we try to assess is what is the demagogu-
ery potential. That's why we did base closings, we beat the demagogue out of it. That's wtiy we didn't
do what was frankly something that was needed more, which was procurement reform. Because all of
tho demagoguery was on ttie bad side of it

Imoan, let's be realistic about this process. Politics are made by mere mortals. And they have all the
foibles of mere mortals and they have all the self-centeredness of mere mortals. My line is that Chicago
is a city of big shoulders and Washington's a city of big egos. And we need to understand that these
personality dynamics are an essential part of the process by which your laws are written. And ifwe don't
take time to understand these things, we don't understand what's going on in our world, and usually
we re paying the consequences for that lack of understanding.

So the fact of ttie matter is. the health care debate is not based very much on fact, and fact will got you
very little distance in this debate. Ridicule and indictment, of course, are the instruments of political
discourse. Facts and figures, of course, are not. especially in a town that is staffed by people that can't
be trusted with neither words nor numbers. And my lino is. if you accept words and numbers, you'll
listen to anything they have to say. But the truth is people don't discover facts in this town, ttiey create
(acts and. of course, that brings us back to the problem we're now having in the Congressional Budget

Office

My line up. incidentally, from left to right, of the different plans, is slightly different than how it was
described earlier And part of ttie problem is that it looks as if on your graph here that Chafee and
Cooper aro neutral. They are on the side of Morgan. Anyway, there me seven plans before us The
McDermott Plan of course, which isthe Bless America with a Canadian system in tot.il disregard of ttie
fact that ttie only thing that makes the Canadian system workable is Canada is not America But Con-
gressman McDermott is a romantic and a psychologist by training He s got enough format educational
training lo have had some semblance o! brain damage !wouldn tsay tie has bram damage, but he has
had enough education to have it and you know that's a dangerous environment tor anybody today |
always thought of that one when I sent my live cniidren olf to college Itwas a cunoir thing Iwas doing,
actually paying money so my children could be put m harms way for bram damage Nevertheless |
don t want to criticize Congressman McDermott MeSs a bright and able person and a responsible

carmg person but Ithink frankly he's somewhat m.sgmded In fact. | was tolling ic 'dengue ol ms the
oilier day. that McDermott was so misguided ho thought I was misguided But at any rate itshard for
mo to imagine Hat anybody that nos any inpi-ntsco with reality, watching the woild as it works could
seriously propose a Canadian system m the United States You would Hunk Ihe revolt ol visiting Cana

d an doctors and patients would bo orHugh ol an uproar alieadv

Than, there  me Clinton pi.m which we all understand is a comprehensive bureaucratic nightmare
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Somo of you may have noticed that wo did an organization chart of tho Clinton plan. A couple ol facts
about that organization chart are that we had about 10 of us working on that, wo worked for an extraor-
dinarily long lime, and we blew a CD ROM That's a true story. Wo did, and we sat through discussions
with Ira Magaziner. You may remember Ira Magaziner is the person who is responsible for the recon-
structing ol the Brown curriculum in the 60s, who made his magnificent contribution to higher education
at that time, and has now decided to take care of deconstructing American health care. He has twice
now had an opportunity to refute the accuracy of our chart, snd in neither case has tie responded to us
directly, although he has said publicly that ho has problems with the chart

My lavorite characterizat'on ot the Clinton plan, which shows up in that organ ation chart is that this is
trickle down health caro. ltreally is. and Iho last person who has any say in tho matter is lho health care
consumer. And ol course on that basis. IThe White House thinks they simplified health care. If you give
the American consumers no choice whatsoever except to follow the mandate of the government, you
have simplified this world, because he now does not have to think about what lie's doing, he just does
what he's told. That is their variation of health care simplification. And. on tho same token, physicians
and other health caro suppliers are lo do what thoy're told as well, because there has been too much
evidence that health care that professionals have been thinking tor themselves.

Now. let's face il. if you construct a system of law and regulation that allows politicians and bureaucrats
to dictate to doctors and nurses, you're going to destroy health caro. You will drive the professionals first
crazy, ttien out. Just as you have seen in Canada.

Then you have the Chafee plan, which | characterize as decaffeinated Clinton They're fair about it
though, they don't give the mandate to the employers, they give the mandate to the employees, and
that's, ol course, always politically risky. When you give the mandates and the benefits to tho same
people you give the bills, they generally don't like it. The trick in building comprehensive government is
to give lho benefits in one place, and then give the bill another place. Then, if somebody complains
about ttie bill, they're just bemg selfish But if they get lhe benefit and ttie bill, then it is possible they
could be construed as tactful. And. ol course, that is something we don't want to admit on the part of
constituents This is tho problem we have when constituents start gelling uppity and talking back

Then you have the Cooper Democrat Leadership Conference initiative. You know President Clinton is a
Democratic Leadership new democrat, ttiat's what he told us all through last summer. We now discover
that the new democrat is a counterfeit conservative looking lor work

You then have the Michel Lott plan conceived by a task force of House Republicans. Now you're getting
into the direction of actually building down government and reforming government impediments to the
malfeasance of the private sector, such as comprehensive tort law reform and the repeal of state man-
dates and antitrust laws Did you know that the members ol the National Federation ot Independent
Business are prevented by law. from voluntarily and freely organizing themselves into a health caro
alliance so that they can communally join thetr resources and bargain to buy healthcare? That v.ould be
a violation of the antitrust That is to say. you cannot form these kind of coalitions unless the government
doer- Sort of like citrus fruits m California If the government creates the oligarchy or the cancl then t
isaccepted

But at any rale you're really getting on that ride of removing government impediments to private sector
efficiency when you get to Michel 1oil Tins plan is really the first place you get to downsizing govern-
ment and building on the freedom and intelligence and integrity of real people in the real world

Then you get to the Gumim proposal And Phil Gramm of course, has almost gone berserk He thinks
people Ciin handle nil their r.vn affairs And you know Phil Gramm also spends a lot ol time talking to his
mania ifyon ever listento hm [|just think maybe people m public otlice should be required lo go home
and talk to tneir mama more olfen
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And then of. course. lho Infos! entry is tho Nickles/Stearns entry, built on ttio work of tho Heritage
Foundation.

Now. what do | think is going lo happen? Thats what Iwas really going to toll you. I1don't think this
whole great debate is about health care. 1think this whole great debate is about political ideology, and
Ilho more I watch the process, ttie moro | watch ttie heavy-handed, close-minded manner in which the
White House and the leaders ol the House and the Senate are proceeding in this, the more Ibelieve Ihat
we're really talking about something quite different. Many times you find yourself in an argument with
somebody and it seems such a little trifling thing, and then you realize we're really frightened about
somelhing different and bigger than the incident ol a debate. And this is, Ithink, really beyond that.

The President gave birth to Ins health care task force in the halcyon days of partisan arrogance soon
alter the election. They came back to town with a Democrat in the White House, a Democrat majority in
the Senate, a Democrat rnajoiity in the House, and they really had the attitude we re in charge now. we
want all tho marbles and we got all our hands, and all tho leverage and we re going to do things our way.
And they created this semi-secret 500 poison health care task force and we don't know who's on it. We
know that there were two Republicans appointed to it We also know that neither were ever invited to a
mooting. We don't know how much they've spent, and we don't know what ttiey spent money on. Now.
the courts are examining that. In the meantime, we have seen their work product and their work product
is clearly ideologically defunct And itis a frightening work product. 1believe that if this plan is passed
into law. that the government will create lhe health care crisis that today italleges. And you and Iwill all
suffer.

At any rate. | believe that the President has put health care into a partisan pact, and has used health
caro as the definition of the co-presidency between himself and Mrs. Clinton. The fact is they said, very
clearly, inagreement with one another, that this was a co-presidency and that she was going to have tier
role to play. And health care iswhat I Hunk defines that co-presidency. And she. not having to suffer Iho
slings and arrows ol the electoral process. | believe, is moro ideologically defined than the President.
This is tier bailiwick, and that becomes a problem when the President wants to leave that plan and try to
find somelhing that will work. Because in the final analysis, he must get something that will pass iho
House will, 2 10 votes and in the Senate with 51 votes And Ins plan won't get there. McDermott's plan
won't get there Public opinion is pulling the Clinton plan down arid as ttie Clinton plan falls, so falls
Chafee. So that, as we look at realistic possibilities foi somelhing passing into law. it has lo be some-
thing that will be constructed out of either the Cooper Gr. ndy plan, (tie House Republican plan or the
Gramm or Nickles plan.

I war talking about political reality, knowing if you will, that | spomored the Nickles plan, the Gramm
plan and the Mtchei Lott plan and that Iam intrigued most by Nickles'an t Gramm's. Ilhave to tell you
where we get lo if McDermott's and the President's fall off me left end of the universe, and Gramm's and
Nickles' fall off the nght end As much as Iwould like to see one of those options pass. Idon't think it is
veiy likely that it w'l happen So. the construction in the end has to conic fiom either the Cooper-
Grandy or ttie House Republican Now. we would think that the President is going to break the bonding
on Inf» loft over his plan or something to the left of it which is gomg to tie an excruciatingly painful thing
that Ithink is going to happen very late. And ithe doesn tbreak with this ideological definition by tho end
of April, lie's too late |fear that tie will not That is to say lie will have Mis feet held in that fire for as long
as May or June And if gets that late it's too late

But tie will finally realize, I'm not going to pass this Ive got lo do something I think the most self-
serving words the President has ever said on health care is that, doing something is belter than doing
nothing. He's talking about the chances for a Clinton reeleclion here Hos not talking about the Ameri-
can people Arid so. doing the wrong thing in that case is equally acceptable as doing the right thing
because he lives in a world of political imagery, and they re relying on the characterization that lie's
trying, that he's doing something. He’ taking on the tough issue So when he breaks down lo tho
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partisan gridlock that he created himself, and hr, party rushes to reinforce him on health caro, tie's not
to oiiner go to Coopei/Granrly or tho Michel/Lott proposal.

Most people are predicting that he goes to tho DLC, lo Cooper and Grandy. to ttie Republicans, building
a coalition like you saw in NAF FA and like you saw in lhe earlier years of the Reagan years, with lhe boll
weevils and tho Republicans 1don’t think he can get to a coalition which delivers 210 votes in the
House and 51 inthe Senate. Idon't think he can go that way in the House through Cooper and Grandy
He can go that way in Ihe Senate. | believe, but he can't got it that way in the House, and the reason
being tho animosity that tho left has towards Cooper. Itisama/mg lhe assault that ttiey have levied at
him. because Cooper and the DLC represents the struggle for the President's soul within Tho Demo-
cratic party They can’t let the DLC win. because that is redefining their party in a direction that is not
mainstream in their party It is mainstream in America, but not in their party, and llie liberal domination
of the Democratic party today cannot lot Cooper win on health care.

And this speaks to a very difficult tiling. Grandy, in terms of the Republican influence in that team, is
going to be spending all ol no. tyear preoccupied with running for governor ol lowa. And Grandy has his
problems in Ins Conference f“rhaving, one. been on the health care task force that created Michel/Lott,
and then. two. to immediately alter submitting that work jumping over and trying to negotiate a separate
deal. So. it makes it very difficult for them to draw a lot of votes.

And the other influence that ttie President runs uo against is that Republicans may be perfectly willing to
form a coalition with this President as reminiscent ot NAFTA or the Republican Boll Weevil Coalition of
earlier years. Bui we're not going to form that coalition and provide 72 or 75% of the votes in that
coalition, and then let Ihe Democrats or a Democrat or any Democrat walk off with 85% of the credit.
That is lo say. the Republican Party in Washington. D.C is getting smarter all Ihe time And. we under-
stand that too olten when good things have happened, they have run oil with the credit while we have
done the heavy lifting. And we re just not going to let that happen So itis my belief that the President
will find himself once again stymied in his efforts lo come through Cooper/Grandy. Fuithermore. Coo-
per/Grandy has an incredible foundation to it. Its founded on the idea that a government can manage
competition. And to most Republicans who would cast a vote in the House, that is inherently incredible.
So, not only is there an intellectual flaw in llieir product, but in the political dynamics as well

Now if the President wants to pass a health caro measure this year, he has to star! working with ttie
Michel Lott proposal and constructing around that. In my estimation, itis the only chance tie has and. in
terms of ttie internal conflict in his party, is a terribly tough proposition for him My prognosis is that he
has a minimal lo zero chance of passing his own plan, and that he has less than a 50-50 chance of
passing anything But ifhe passes anything at all. its going to look more like Michel Loll than anything
else that you see on this spectrum ot seven lulls That's my prognosis m the matter We're going to see
extraordinary dynamics, a mixture of policy, politics and personality that’s gomg lo be as equally intrigu-
ing as NAFTA

il lhe President doesn't achtevi- that this year, then Ihave to tell you more than ever before I believe that
we will have a Republican oi at least a consmvnlivo that is Republican Boll Weevil. domination ol
Congress, when itcomes back after tho election And that it will definitely go in that direction

So we have a lot of things going on in this debate, and quite frankly they reach a L. further than any
particular health care proposal And Ibelieve m the final analysis, conservatives win and liberals lose
Now. frankly that is due to one fundamental fact Conservatives are in touch with ttie people of this
country, and liberals are not Tne President emulates Reagans strategy in trying to bypass Congress,
and go to the people it worked for Reagan boa use ol the substance of Reagan You can't take
Senator Mitchell's substance to the people and nave the strategy work So. the President has lo decide
during ttie course of these next six months whether ties going to be tho leader ol bis party, or like
Jimmy Catter me victim of fns party And that's really where lie s got to make tins determination He has
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put himself in a partisan box around tho issue that has tho comprehonsivo interest ot tho American
people, and that is going to make it very, very difficult for him to emerge as tho leader ol his party It'sa
terrible position for a Democratic president to be in. and I halo it for him, Ttiank you for letting mo be
here m
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Thank you. Thank you very much. I'm especially pleased to receive the Warren Brookes Award for
Excellence in Journalism. Warren was one of the most inspirational figures in my early careei |
probably learned more from him than from any other journalist. And I mean that sincerely Warren, i
think, lived up to H. L Menckens motto, lor what a journalist should do. which is to always comfort the
afflicted, and afflict the comfortable. And Warren aiways reminded people that as a columnist, unlike
a reporter, ho got to choose who was comfortable and who was afflicted

I have to take advantage of this opportunity to give you a few other words of either wisdom or trivia,
depending on how you take it. I recognize, unlike a lot of journal.sts, the difficulties that you as state
legislators havo. You have to propose real solutions to problems, but you also have to be cognizant at
every step of tho way that there are political risks inangering special interest groups that are powerful,
and could move to defeat you or frustrate your wishes. I'm here to tell you that Ithink we are at a very
interesting juncture in American politics One which only happens every two or three generations. A
juncture in which the people are so fed uj> and frustrated that, at this point, good policy is now good
politics. I've traveled around the country. I've examined a lot ol polls, and I'm here to tell you that |
think there is an emerging consensus in America. | think about 70°0 of ttie American people have
coalesced around three core ideas Il you walk up to people on the street and ask them about these
things, they won'tarticulate them quite tho way that I Will, but | think the vast majority of your constitu-
ents share these values

The first is accountability. People are fed up with politicians who say one thing on the campaign trail,
and do something else in office |If you don't believe me. ask Geoige Bush what it's like to be an ex-
President And ask Jim Flono what's itgoing to be like to be an ex-governor of New Jersey. They want
politicians to actually deliver on what they say. They want results Wo are seeing this mood mani-
fested m such movements as lhe initiative and referendum movement, which is increasingly taking
power out of the hands of legislatures that are unresponsive, and taking it directly to tho people.
Consider tho term limit movement and tho school choice movement The school choice movement,
by the way. has not been slowed down by the defeat in California. Be it Michigan, winch passed
charter school legislation last week, or bo it the District ot Columbia, which now has a superintendent
of scnools who announced last Wednesday that ho was going to turn over tho management of 15
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schools in the District to a private firm. Bo it Minneapolis, which has announced that a new private
consulting lirrn will take over tho management of every school in the city, with the president of that firm
in effect becoming the new city school superintendent. School choice in all ol its forms, is prospering.

I'm |ust back Irom Puerto Rico. They not only have a charter school amendment that is passed into
law, they havo a voucher system which is being implemented in one-third ol their school districts. Now
the charter schools and the voucher initiatives work together, not separately. The community schools
set up by this chartor school amendment have prospered magnificently by ridding themselves of the
regulations that burdened the other schools. In this Puerto Rican experiment, more children are now
transferring from private schools in Puerto Rico to these now charter schools than Irom the public
schools to the private schools. Ithink this is empirical evidence that school choice does not mean the
death knell ol public education in this country. What it means is the re-invigoration ol public education
in this country through competition. Puerto Rico is only the first of many living examples that we're
going to see state by stale.

Tho second principle which |think has an emerging consensus behind it is that government is no
longer a good buy. People increasingly arc going to demand value for their money If government
were a consumer product, on the shelf of a store, itwould be sued for false advertising, and itwould be
taken off those shelves for being defective. Voters today want 10 be treated at the state and local level
as customers, not as constituents. What aro the hallmarks of good customer service in the private
sector? Quality, price, and after sales service. Government today is falling down on each ol those
three standards Voters want performance, not more government investments They want better, not
more — they want value, not volume. And they vail elect office holders that they are convinced will
start to give them value lor their money. In the 1980s, pnvate business in this co mtry went through a
wrenching restructuring; downsizing, reorganizing, slimming down. It became lean and mean. We
are more competitive now than we've been indecades, despite what you may read The military in ttie
1980s went through the same restructuring and wrenching downsizing, but it came out a better ser-
vice. as demonstrated by our magnificent performance in the Persian Gulf War. There is one najor
aspect of American life that has not gone through that restructuring, and that is the civilian public
sector It remains fat. bloated and out of control. We are developing a Twenty-first century private
sector that is burdened with an eighteenth century governmental bureaucratic structure. The two
cannot remain compatible for much longer. We must bring government up to the standards that the
rest of society has come to expect

The third principle focuses around the broad issue of values. When our founding fathers began this
country, Ithink they made an interesting bargain with tho American people — that in a free society, we
are all responsible for our own actions. Wo are all responsible for living our livesand bringing out that
which is the best within us. Obviously, if we get into trouble, we should look to family, we should look
to friends, we should look to community, and only then to Ihe lowest level of government At the same
time, we are a free and tolerant nation As long as people pract ce self-responsihiiity, as long as they
have to accept the consequences of their actions, we would allow a great deal of diversity and a great
deal of eccentricity in this country We would allow many people to live then lives as they saw fit. so
long as they did not infringe on the rights of others That bargain held in this country for roughly 180
years, but it has broken down since tfio 1960s Increasingly, we have reversed that bargain Rather
than promoting personal responsibility and allowing tolerance and diversity at the same time, we have
a growing number ol people in this counliy who seem to think they should not be responsible- lor thou
own actions, that somebody else should pay or subsidize their decisions, no matter how wrong-headed
oi how loolish they are Anil at the same time these very people who don't want to practice personal
responsibility are demanding increasingly that everyone else in this country agree wi'.h them and aro
increasingly intolerant of other people |Ipoint simply to the politically correctness movementand the
anti-smoking campaign as two manifestations of tins Both of thorn have taken on the aspects of a
religious jihad almost, m secular form
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So Ithink the American people continue to he interested in homy tolerant ol many values, but that is
not the same thing as saying that some values aren't bettei than others. Some are Just an example
about the issue ol two-parent families. Dan Quayle in 1992. when he dared to raise this issue, was
laughed out of every media outlet in tho country. Now Bill Clinton agrees with him. Eighty-three
percent of the American people agree with him, There's an emerging consensus that two-parent
families are belter than the alternatives, despite the fact that those alternatives will exist, and wo
certainly should encourage those people who are in different circumstances.

Now. having listed these three values. Iwill make lhe statement that tho political leaders who address
these concerns are going to be the ones entrusted with power in the next decade, and the ones who
will be honored as political heroes in the decade after that. We live in pre-revolulionary times. |
believe there is a pent-up demand for reform and change in this country which lias only begun to be
met Isee iteverywhere. IliveinJersey City. New Jersey, a city that has been dominated by a corrupt
machine for 70 years. But the city that comes first to the odgo of the abyss is the city that steps back
from the abyss tho fastest. Bret Shundler. a 34-year old Wall Street lawyer who has lived in Jersey
City for only five years, ran for Mayor. He got elected in a splintered election with only 1G°0 ol the vote,
but he proceeded to actually make a difference in people's lives. Community-based policing, cutting
tax rates, slimming down the work force through attrition, promoting school choice and educational
alternatives He was rewarded with a 70% victory six months latei in a city that is only six percent
Republican. Jesse Jackson came in to campaign against him and said that he was aligned with the
values of the Union of South Africa. Tho Black population of his district didn't listen; 40% ot them
voted for Mr. Shundler. He carried the Hispanic population, he carried the Asian population. In a
district thal is 65% minority, he won an overwhelming endorsement ol his policies.

It happened in Raleigh Norlh Carolina where Tom Fetzer became the first Republican mayor in that
city's history. In fact, he became lhe first Republican to ever carry lhe city. He did it by campaigning on
community-based policing, school choice, slimming down lhe bureaucracy, and performance-based
a ditr of all city departments. And it's going to happen elsewhere. In California, just this last week,
the Allot v General of the state of California approved a new initiative, which I predict will be on Ihe
ballot in i.'ovember of 1994.1leave it to you to judge whether or not it will succeed. It's a civil rights
initiative, but it's a dilfercnt kind of civil rights initiative. Next year, voters in California will step into tho
ballot booth and they will read the following: "An initiative lo prohibit against state discrimination or
preferential treatment Tins is what it says, it'svery short This is the summary: Prohibits the state, its
political subdivisions and agents from using race. sex. color, ethnicity, or national origin as a criteria foi
discriminating against or giving preferential treatment to any individual or group in public employment,
public education, or public contracting Exempts reasonably necessary sex-based qualifications in
public employment, and public education, exempts actions riecessaiy for the receipt of federal funds "
The fiscal impact ol this is that it will save about $300 million thal will be freed up for other programs.

Now Isubmit to you, that initiative will strike fear and tenor into the hearts ot many special interests in
California whose entire livelihood depends on stirring up animosities between people and seeking
preferential treatment, rather than being judged by ihe content of ihoir character .is Reverend King
reminded us we should do And Ithink, just like term limits and the Colorado plan which requires a
vote of the people to approve tax increases this will sweep tho country The legislatures who got
ahead of thistram and start pulling it, rather than running behind il trying tocatch up are the ones that
will be publicly rewarded

Our biggest enemy in this country today is apathy So many of your constituents today have |ust given
up on the system They have been told that they can't make a difference The problems aro too
complicated The bueaucrats and tho experts aro ihore to solve them, and all they should do is vote
and send in thou tax dollars and watch them being wasted Well, |Ithink we saw with Ross Perot in
1992 hi it poop!** who had been disconnected and alienated from the political process tor two decades
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suddonly became energizod again We're seeing it in these state and local initiatives, we're seeing it
in the school choice movement. People are waiting to be led. People are waiting to be told, ‘you can
mako a difference, we can renew this country, if you got involved again." Wo have to have some
success stories to show them that it can be done, then I think we can inspire them to get involved
again. Newt Gingrich says that we cannot renew American civilization in a country in which nine-year
old kids are shot dead by thirteen-year old thugs who buy drugs from fifteen-year old couriers, who
grow up to bo eighteen-year old high school graduates who can't read their diplomas. Well. Il agree.
The problems in many of our cities are so bad that people are willing to take courageous and bold
steps. Ttiey're willing to follow courageous leaders like Bob Woodson, where they weren't willing to in
tho past. Remember what Mayor Shundler discovered in Jersey City: That institution which comes to
the abyss first, is the first one *o step back and do it quickly. Now this will involve political risk-taking,
Irecognize that. I'm not a naive idealist, but I'm telling you now, that in these pre-revolutionary times.
| believe the real political risk in America today is doing nothing. Doing what George Bush did and
simply waiting for the problem to go away! George Bush was defeated, not because ho took bold
initiatives and angered special interest groups, but because he chose to do nothing. The same thing
will happen to those of you who are not bold.

Now. lrecognize the practical difficulties. You will stir up a hornet’s nest of opposition. But let me tell
you something lhave learned in politics, and I've been around enough politicians to say that this is not
just theory, but practice. When you take a bold and controversial stand, you see your opposition, It's
visible. You hear immediately, through phone calls and letters and demonstrations. You hear imme-
diately from those special interests whose livelihood you're threatening. You see the opposition up
front. What you don't see. and what you don't hear, are the silent majority of people who may hear
about your bold stand and bold statements, and say. finally, someone who's not just a politician.”
Now ttiey may be so disconnected from politics that they won't write you a letter, because they've
never written a letter to a public official. They won't phone you. because they've never phoned a public
official, because they didn't think it made a difference That doesn't mean that they won't appreciate
your stand when they hear about it on a talk radio program, or read about it in the newspaper. You
may never hear from them, and you may never see them, until polling day when they go into ttie ballot
box and vote for you. perhaps the first representative of your party that they've ever voted for.

But lassure you that you will lose votes by taking these stands. Idon't pretend that that's not the case,
but yon may gain votes you will never see until polling day. Ronald Reagan left office as Governor of
California in 1975 Igrew up in Northern California and Iwas privileged to attend his Farewell Address
to the California people, which was telecast live over all of ttie radio and television stations He said
something which has haunted me ever since, because it was so true, and yet so under appreciated

He said that for years the people of the United States havo been hushed like children, and told that
there are no simple solutions to our problems They must bo turned over to the bureaucrats arid
technocrats and the experts who will rule our lives for 1s and occasionally, should they choose, con-
sult us. And. Reagan said. I'm hear to tell you that it's flat out wrong

This country was founded on a simple idea, individual liberty The Constitution isa very simple docu-
ment which only fills eight pages in the World Almanac Reagan said “I'm here to tell you that there
aro simple solutions to our problems, just not easy ones And further, when he became President, tie
remembered that speech and he read it aloud m its entirety to his cabinet, and he concluded by
saying. We havo been entrusted with great power we have been entrusted by a people who are
frustrated with solutions ol Ihe past We will be judged by the extent to which we overcome those
difficulties and we take bold steps into the future And ho reminded them. If not us. who7 And it not
now. when7" Thai's the challenge | leave you with Thank you =
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Thank you. It’s great lo be with you. Its good to be with my (ormer colleague and now a fellow patriot
for our cause in Virginia. Delegate Steve Martin, and other members of the Virginia Delegation —
Robert Nelms. Delegate Peter Way. Delegate-elect Frank Ruff. Delegate-elect Dave Albo. and others
who are here. Those folks will be leading tho charge in the General Assembly as we go forward with
our ideas.

It's great to bo with you. the American Legislative Exchange Council Having been a former member of
the American Legislative Exchange Council. | know how important a role this organization plays in
helping states be what Thomas Jefferson envisioned, and that is. democracy's grand laboratories for
testing new ideas and initiatives and creative policies. Many of the Virginia ALEC leaders, and some of
you are here in the room, not only Steve Martin but many of ALEC members and staff folks are helping
in our transition team. Looking at how we can actually implement these ideas, not just talk about them,
not just postulate about them, but actually act and put them into practice in Virginia so that we can be
a model for Ihe rest of the nation. Just so some of you who may not know mo. lam a Jeffersonian
Conservative I'm a Republican, but if you wanl to know what I believe. I'm a Jeffersonian Conserva-
tive. And as Mr. Jefferson said, the role of the government is certainly to prevent people from harming
one another but otherwise leave them free with their own hard work and their own ingenuity to improve
themselves to the best ol their ability And that the government should not take from the mouths ol
labor ttie bread they have earned.

Those are the principles Iran on inour campaign It'sthe principles of 1800. the revolution of 1800. so
lo speak when Mr Jefferson took over the Presidency, but it's also the principles that Ithink apply in
Ilhe 1990s arid the years beyond That's what the government was formed to be Not to be a meddling
nanny or an oppressive enemy, but rather to allow people to achieve to ttie best of their ability, to make
sure that everyone lias an equal opportunity to succeed regardless of lheir race or their religion or
their ethnic origin or their gender An equal opportunity to succeed

And tho government should give citi/ens the tools to achieve which are a positive tax pdicy and good
education, to allow someone to achieve to ttie best of their ability

Now that's contrary to lhe other philosophy which is guaranteed equal results There s a fundamental
difference between equal opportunity and equal results, and that's the fundamental difference which
wo find so often regardloss of where Iho races are or lho campaigns are across the country
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Many ol us in Virginia ovoi lho last decade havo looked to other status with a groat deal ol envy
because wo ve soon creative new Jeffersonian policies implemented in such places as South Caro
linn by Governor Carroll Campbell, in Wisconsin by Governor Thompson, in Michigan by another
ALEC member who | got to know. John Engler in Michigan, and even, it you can even believe it in
such places as Massachusetts, under Governor Weld

Im here to say that Virginia, with ttie help ot these gentlemen tiere and many others in Virginia, aro
going to look to he leaders once again in Virginia. We want other states to again look al Virginia lor
leadershio and reform And some of the ideas and issues that were right now poised and ready and
prepared to implement in Virginia, originated with ideas and research and background that came from
tho American Legislative Exchange Council And many of the folks aro right now. as Isaid earlier,
helping us put it mio place

My Iriends. our ideas are not just Republican or Democrat ideas. Clearly more Republicans agree with
them than Democrats, but lets make sure that we espouse these views all over

Ididn't concede a single vote in our election. Idon't ca where it was. who it was how they voted in
the past. The Hispanic Chamber of Con nerce agreed wm our philosophy and endorsed me. There is
a group cal'ed African-Americans lor Allen. BOpercent of them wore former Democrats but they agreed
with our principles Asian-Amcncans cared about our ideas on education and |ob opportunities.

And so our ideas are not ones that havo to he looked upon as being Republican or Democrat or
broken up by race or gender or region They're ideas that Ithink tho vast majority ol people, ifwe reach
out to people, will agree with, and that's the way that we'll get these policies implemented We havo to
reach out and got moro pernio involved, get that broad public support which is out there for tfio ideas
that are espoused by lire people who .ire leading in ALEC

While many ssues contributed to my election victory, theres probably no olher more important than
the plague of violent crime, and Virginian's desire to have a Governor who will put public safety at ttie
top ol lhe state government's priorities Tin* was m today's Richmond Timcs-Dispatch You don't get
it up here You have the Washington Times at least At any rate, tins is the editorial page from the paper

The lust thing says thisis Surgeon General Jcycelyn Elders'brain "She's hofdmgan egg Next slide
says, thisis Surgeon General Joycolyn Elders' brain on legalizing drugs, with an egg trying ina pan
And then it says. Any questionsOQ'

Attorney General Barr tins given us iho sermon on crime and certainly, believe it ot not. General Barr
was instrumental inour etfoih- m our campaign. For those of you who are running m ca npaigns across
the country there is an important lesson that you want to keep in mmd that our iacc. our campaign
offered The question to tho people of Virginia was do you want a Governor who advocates a five-day
waifmg period m gun control as the centerpiece of his or tier anli cnme policy or do you want a
Governor who tt make your communities and neighborhoods salor by abolishing a lenient parole sys-
tem and keep ng violent repeat olfenders off ttie streets0

The message and ihe answer from Virginia loud and clo.ir is that the people ol Virginia ate smart
They may have polls dial say Sure, we'd tike tins and we'd tike that But ttiey realize that the crime
is being committed by repeat olfenders because of a vory ten-ont parole system that we unfortunately
have in Virginia And when given .l choice across Virginia, iney wanted to crack down on the crimi-
nals They woio not go.ng to fall tor gimmicks

And thats why the most important issue in out campaign, and 0110 ot the most important things thal
we>e gomg to be focusing on k abolishing our lenient parole system in Virginia and restructuring
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sentences. William Barr is going to give us guidance and leadership along with Richard Cullen, who is
a former Eastern District of Virginia U.S. Attorney, and that's going to ho Iho key thing that we will
push. Not just to talk about it on lho campaign, but also to execute.

Wo re also going to show how it can bo done in a cost effoctivo and innovative way Not just lo go
forward with abolishing this leniency, but also to havo those violent criminals serving time, because
that's what tho Virginians that | know want But it's not enough to put them behind liars. Iwant them to
work when they re behind bars Why not have them work and help defray the cost of their incarceration9

Furthermore, we havo to look very seriously at privatization Many ol your states, such as Kentucky.
Tennessee. Florida and Texas, have privatized some correctional facilities But in Virginia, they haven't
done it yet They've gone along with thal elitist establishment view that the government knows best,
and wo all know tho government rarely knows best So wo can look at ways to privatize that segment
of government

Another key. as Delegate Martin said m our election, was those ol us. and many people in this room
and across the country, want to havo a strong economic empowerment program, people have had
enough ol the government spending their money wildly .inti the only solution they over come up with
is raising more taxes We havo to cut government waste, and it's got to be more than rhetoric ALEC
had great papers Iremember, on how having higher taxes hurts one state or the other How every time
Massachusetts raised faxes ttie folks m Now Hampshire would got more prosperity

Tho pomi is the way to create economic prosperity is not higher taxes What we need to do is stream-
line our government privatize services and look at ways to run the government more etf'C ontly Ttie *ust
.action that Ill implement as soon as wo get through the swearing-in ceremony isempowering a blue-
nbbon strike force o* people Irom ttie outside lo examine Virginia's government lo look at where we
can end duplication They nalso be charged with looking at regulations especially these regulations
that are stilling small businesses

The first place to look and Irbaitonge yon in your slates to also look is wherever yor have a reputa-
tion that exceeds the federal m Miniums there ought &K tie a unique justification why you have to
exceed tho federal regulations which are sufficiently burdensome m themselves Unfortunately in
Vng>ma we have regulations that right » «-n cod the federal mimmurns Trial puts us ina compete
two disadvantage with the Carotmas o» Tennessee We understand m our administration, and ALEC
understands that we re in a war of competition and we re going to make this stale .l better state m
winch to dr>busmess Wo also wil look in the. blue ribbon strike foicn v.iil also look it povair/mg
governmental functions Us report e. no! gomgq to s*ton a o< :k or ,l shelf collecting dustl*e me Grace
Commissions d d Whatever *«» an in pi< it «nt by executive order wo will WluVver *xe= 1 :..gb|0
tve aopuwal el get ttie tog dahife » >do it and we nhave me support Irom me lut »to dod

f <iy mom!n;’ tmy Cabinet -slless *r a* Kav Cole James hi Health ,i”d Mum in Rev .i*ca ¢ (ii
whether its*, nobod/ n Natural Resources or Econom r Development or Education atl are going
irlbe known | acompetitivenesscabocd Every single thing that they do has to bo viewed by a guide
,v to whether or rot wh.it they ir dong ,gomg to make us more compotitrve .vith other states make
ta better state nj which to invest take a ns» and create |obs Ami wo always will Kivo open doois
and open ears to the oti/ens sm,i« tMismosses corporations and the people ol Virginia to m.au? men
government better

Tho other thing that has to be reviewed besides looking at la* laws, aie the regulations and the
huieauouts You ltavc in slap me hands »it tho ixireaucrats especially with regard to regulations
One way lo Jo that is to put a discipline on me government Wo have onvuonmenlal impact sf.ilt
menls fo» everything where you have to worry about woodix-cker:. and low eworts and all manner
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ol flora and fauna. Inthe Northoast you fiave to worry about owls and so forth. And Hint’s fine. But you
know what? Wo also ought to care about people and their property and thoir jobs, and we're going to
require economic impact statements lo be done.

So. my friends, wo havo a mission, wo havo a full agenda. Wo want to make sure that we have a
comprehensive Workfare program in Virginia. In other words, work rather than idle t jhavior for able-
bodied people in Virginia. We want to revitalize our inner cities with empowermen* ideas. Wo want to
address tho declining academic standards inour public school systems, not v!ii altiludos and not with
a bunch of gimmicks, but with accountability inacademics and empowee-.g communities and paronts
to get involved, and making sure our higher education system is affordable lo everyone, not just to the
wealthy elite.

But it's also important that you know that weie going to have a positive business climate in Virginia.
Virginia is going to be open for business again. And next time ALEC has a meeting, a national meeting
around tho nation's capital, get on the other side of tho Potomac where we share your values a whole
lot more than they do bore.

My friends, we also realize we have important things to do and we have a common mission in protect-
ing our state's rights from a meddlesome and rnandate-inlrmging ledoral government lask those ol
you here today to join mo ina message to the Congress and to President Clinton, to promise that il tie
ignores us. we'll mount an all-out eflort to protect the people of our slates from the pests on the
Potomac

So my message to ttie President is this Remember those days when you resided in ttie Governor s
otfice Grant our waiver requests Free us from being federal hostages Allow our Commonwealth and
tho various commonwealths and states of ttie union to bo a laboratory for democracy and we'll got
along just fmo. As faras I'm concerned, when the ProsidorVs initiatives aro beneficial, such as open-
ing up new foreign markets with fair free trade agteemenls. such as the North American Free Trade
Agreement. Illsupport him But €Virginians'rights are threatened or out prerogatives arc being usurped
b’  wfederal government. I'm going to stand up for Virginians We re going to oppose the ideas of Hie
fedora! Department of Education that try »o leach students self-esteem Ttiey need to earn soll-es-
teem We want to havo rigorous academic standards, not outcome-based education dictated either by
the federal or state government

And it they have counterproductive lax policies, we'll fight them Ami ifthey're going to come up with a
health care program at the federal level that lakes away pat ent choice takes away ihe ideas of a
marketplace and competition and somehow doesn | think mdividu.il responsibility is impo'tnffl I'm
gomg to stand up lo tsm and light rum because it's not good for Virginia

For those of us m,l ngnt to work state s he « go ng to keep pushing for those stoker replacement bil f
that abrogate our nght to work 'aw Ill stand up lo h m against that as well Those ol you that aro not ni
a right to work state stay thal way It gives us a competitive advantage m Virgin*,'

The people m Virginia have made it clear that were going to take a stand Wore nut |us! fanning just
for trie heck ol running, we are hero to take .l stand on issues I's import.-nt trial state legislators
those of you who a.c member', ot ALEC und with ttie governors stand together stand him for the
principles of federalism upon which tin*, country wa: founded

These am ending times They are times far groat opportunity not only for Virginia I>ut for all ot the
United States of America and l* >k forward to working with ALEC m the year-, to come to embolden
the |x?o0pi(? to empcwot Ihe pocjilo and make this the great country trial s was intende Ito be for
and (:/ ttie ponp'e Thank you all SO very much m

Vti.ua rftt



i lo\<)|( MH.I ( IIAKLLS S1IM 1O IM
U.S. Hoi SI Ol RLI'KI SIYIUIVLS

lul>u \<nmn\f Clunlr\ Striilinlin (/>m/,Vt Inn him < MOIiiu li m\'mutt nl tin- luil

mirnl bmliirl nnirihltnenl In tin ( mnni;ilinii. Hlu- /VV'A/ \nh nii ninn/nnnl bulmti nl

butl*rl mm minimi in ( niniim urn \rr\ <n\r. mnl \un llie lo/m n! Hvfnr\mUH i\r

S, iilinlin sudilnw  S/iiiltnlm ili\, m\i 1ih, [Yir\hIm t\ /'I'M hmhn Imu! ih Imliin In

Pill 8/'i inhm; ni i nil, titnn nv Liilillriiu il Vuminiy, ua [0 T oo um /mint, dnut
i nnin linlih21In In "nil Hlu tublr  ninn //win," In, ill Vi. mlun;. Hr uUn rxpImnnl litr /whin nl tilflu ullirs
ininlrnl mill innsnn; llu luilmn , 1 biulm i mm minimi

Thank you very much. First off. lot's just talk about tho balanced budget amendment before | talk
about some of ttie specifics and where svo are. Itwas mentioned earlier about the effort to come up
with a Constitutional amendment to create a balanced budget, something that I've been working on
since lve been here

There arc lots of good arguments against using ttie Constitution for balancing the budget, and I hear
them regularly But there are also lots of good arguments for amending the Constitution, which Tho-
mas Jefferson proposed early on. but unfortunately, did not get into our original Constitution Basically,
the argument is to keep current generations from borrowing from luture generations, unless we bor-
row in productive assets.

Ttie unforlunnte thing about ttie creation ol the red tape that we have seen is that we re borrowing
money to meet current operating expenses Were borrowing the money in order to meet k day's
wants and desires, not building into our educational infrastructure, not building into our water systems,
our sewage systems, our highways, or job creation We re borrowing in order to meet what people
today have basically come to believe is an entitlement

Now. them are people that are hying to keeji it simple, and when you try to keep it simple, and when
you do keep itsimple, you get criticism from all ot those who want to make it much more complex But
basically its an eight sentence article We just say Total outlays for any fiscal year shall not exceed
total receipts Ilhe limits on debts of the United States held by the public shall not be increased until
hueo-filths of the whole number meach house shall p'Owde by taw. and that such increase to be by
roll rail yn'n Poor tr. each fiscal year thn President sh.jtl submit a balanced budget +havo not been
here quite as tnwij Represent itwe Dav<d Hathrock has been in this t.stness hu! I havo never
served w*l»*«»Prescient that subm tted a balanced budget and Itsive served now wan four Ijust think
the Pies’dent a ho i*,gu nr,tocutm /o the Congress, that he ought to submit one hanscif and Ihaven t
e'nn that yi' t3ut thats one o! the pro;i o»ts wo ve {-* itj mo Constant mb an endment

fln e 1to increase revenue shall lecome a iwunless appnv.od by a majority ot the whole number of
each linn « byrotltai . tic Nov. this e« one that gets a Milo controversial is some of my con: erva-
tivi-toends br'i i vo tti.it vV*'ougiit' -nave * upcr major.ty m order to men iso taxr-s Well that might
toagooduji i butiduntPunkitsnecessary because lhave nnt'cr a thatp. ticuitts who vole t»i.eso
ta»os don tslay argu' d near as long as those who do n . particularly in this day and ago Put .igam
wo try to come up v.ith how wo ¢ in (jet 290 votes and to all ot those wtio believe we need to make ¢!
more difficult to raise tam s |say guile simply show me the vote |will bo tee 290th But won* no
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whoro close to getting 290 votes for a super majority. In fact, some of the most vociferous opposition
to us is coming from those who want a super majority that borrow money, and Idon’t mind that one at
all, because Ithink that needs to bo tougher

We'll, of course, provide thal itcan be waived during ttie declaration of war. We provide lho Congress
shall enforce and implement this article by appropriate legislation. Total receipts include all receipts,
and total outlays shall include all outlays. Now. that is radical to some, but lam ono of these that has
never understood why some expenditures are off budget. I've really gone mad that no ono appreci-
ates what I've heard from so many of you in city, local and slate governments, and what you've
pleaded to us. which is to quit sending us things that you tell us to do without sending the money.

Unfunded mandates.

Youd be happy to know that there is another effort that is going Oll right now in which, hopefully, there
are 218 of us who are going to stop all unfunded mandates We've got an Unfunded Mandate Coali-
tion, with Pete Gucrrin of Texas. Gary Conner of California. Pat Roberts ol Kansas. It’s a bipartisan
effort, in which we re attempting now, through an informal caucus, to tag with a red tag. everything that
even smells like an unfunded mandate, so that we can warn our colleagues when you’re about to vote
on these, this is one of ttiose things that people back home are tired of And we believe that by doing
that we're going to have a revolution in that area this coming year.

Let me talk specifically about the balanced budget amendment and where we arc right now Wo have
260 cosponsors in the house. Ilcan almost count the 290 votes, but I am not going to make that
mistake again Youremember last year we counted 303 a couple of weeks out from the vote, and then
we lose by 9 because 12 ol our cosponsors chose lo vote "No" when they had to put up or shut up

Some interesting things are happening now Paul Simon is loading ttie effort in the Senate He be-
lieves he has the votes, but again, you can’t count on them until you see that they are there. We re
working right now to build the kind of PR support that’s gomg to be necessary to focus Oll the vote
when it occurs in the Senate beginning the week of February the 22nd That’s when the debate will
start in the Senate, and finish hopefully, sometime during that week We came up eight short in 1990
m the House and nine shod in 1992

Now. as we look at tins year s strategy let me give credit to my comrades in arms in this one. Bob
Smith of Oregon. Olympia Snow of Maine. Jim Inhoffe of Oklahoma on tho Republican side. L F Pame
of Virginiaand Joe Kennedy o Massachusetts on tho Democratic side Now. Iwould encourage those
of you. as we are t Iking about this upcoming vote in New Jersey this week, if we can get Joe to
expross himself to some of our more liberal colleagues Joe does an excellent job making one point
That is. unless v.e an bring about a balanced budget and stop borrowing money the time is going to
come that there u 110 money left for social programs Itwill an have to go to pay ttie interest on the debt
that wo ve built up Its a simple po.nt but it'sa very vakd pomt One that needs to bo made over and
over to all ot thost who believe thal balancing ttie budget is no longer important And this is what
really shocks me We have conservatives m this country that say debts really don t matter To some
its just avoiding taxes

The strategy we followed through the 80s that I was a pari of and lwant lo try to be as bipartisan a;
Icar. m this endeavor, was that itwe increased tne debt enough we can put restraint on spending but
that didn twork And its not going to work Youre not gomg to have any restraint on increasing taxes
or cutting spending as long as you can borrow money easily That’s true inour personal lives, so why
would anyone think that itwould be dilferent in our political lives A lot ol people believe that somehow
we re different once we get elected Ihale to shock you but were not A lot ot people will tight you on
thal comment but let mo give you .in example
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We havo 2GO0 cosponsors of tho balanced budget amendment Now, | want each ono of you in ttio
audience to assume, fora moment, you're tfio congressman of your respective district, And you are a
cosponsor of the balanced budget Constitutional amendment, and you've been typically making
speeches ifyou're for it. You're telling the people that I'm for the Constitutional amendment to balance

the budget.

Let's roll back a little bit this year and let's say fora moment when the President's budget was submit-
ted tins year, you didn't vote for it because it raised taxes, and it didn't cut spending enough. That was
tho rhetoric ot every one my colleagues ldidn't vote lor the President's budget because it didn't cut
spending enough and that was my excuse when |voted no,” And lIwas looking for one more vote,
because ifwe had ono moro vote we would have been able to have an alternative thal would have cut
spending and would have done a better job on the deficit We lost that vote, but those that want it, like
Tim Penny got a concession from the leadership of the House. He said. "I'll vote for this budget. Mr.
President, but Idemand an opportunity to vote on additional spending cuts before the end of the year."
He got it We proposed $93 billion in additional spending cuts, and you would fiave thought the world
was coming to an end

Ttie Administration sent out all ot the top guns to kill this spending cut proposal even though they had
proposed 2 3 of them themselves. Every special interest group in ttie country, including the American
Association of Retired People, one of the most powerful, that even had a smell of a cut in this bill
began to oppose it And it worked

But now lets suppose for a moment that you are a member of Congress that has endorsed and
cosponsored the balanced budget Constitutional amendment, and you have said, "we need additional
spending cuts' Now what's your speech today? You voted against tho budget because it raised
taxes and did not cut spending enough, so you're for balancing ttie budget But you voted againta the
spending cuts which 18 of my colleagues on the Republican side of the aisle did. because not a single
Republican supported any budget elfort this year in the House And that was understandable, politi-
cally | don tsay that derogatorily just factually. But even moro important. 18 of my conservative
Democratic friends voted against this too. Itis an interesting pomt Eighteen, and it would have only
taken four more to get the spending cut Now lets roll forward to next year, which is going to tic an
interesting budget year, especially since I'm on the budget committee

We have to begin to cut spending You know those who have said that balanced budget Constitutional
amendments wouldn't work only had to look at stale governments Spending from 19-JO in state gov-
ernments as a percent of total national income lias gone lrom 12 to 1*r But spending in the
federal government during that same period ot time has gone from 12 lo 287a Dont tell me a
Constitutional restraint is not helpful m putting restraint and giving those of us m Congress an excuse
eor saying no even when it means saying no to spending in those areas that atfc-ct our own con-

stituency

Ti c one area -ifme budget that we «ue gomg to have to fmd the political courage to deal with is me so-
cal'ed entitlements | don't know where we ever got the notion that wem Arnevca are entitled to
anything other than a chance But today peuplo wdlliterally un-elect u: i tthat yon re not
entitled to a cost of living adjustment Inbusiness you can tgive your empk cost of living raise
unless you re making money If youre losing S250 billion a year as we aie Congress, how in me
wotld can anyone expect to bo entitled to a cost ot living adjustment, un ess you re prepared to say. |
wan; nune today so that my grandchildren wit pay interest on it The sad thing about ttns is that when
you talk individually everybody agrees, but when we talk politically nobody agrees And thats whats
creating ttie problem Trus year Itried inthe budget process to do what some said was rather heretical

but I hope we ro gomg to get itdone next year Itried to put me same cap on entitlement spending that
we »0 puttmq on discretionary spending
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Now let mo point out ono area in which the President's budget passed this year deserves more credit
than what it's been getting. We put a freczo on discretionary spending. If you read this morning's
Washington Post, you see we have some interesting problems within ttie Defense community right
now. And lworry about that. We cut a heck ol a lot out ol Defense. In fact. lhore's only two areas of
the budget that we cut. Tho first is Defense and tho other is Agriculture. And Agriculture is nearer my
heart because that's my distiicl. that's my life, that’s why I'm bore. But we re on everybody’s whipping
list. The only program that was over delineated for specific cutting by anybody running for president
last year was lhe honey program. Well, rejoice America, we have cut that S1G million. It's gone.

Wo froze discretionary spending and that's something that is significant. Just watch what happens to
all of government. My subcommittee is responsible for Ihe reorganization of USDA. and wo re going fo
do it. We have to do it. We'.,, got to tako USDA and prepare it for lhe next century. Agriculture has
changed, but government has not. We froze discretionary spending for five years and that's signifi-
cant. as you know from your own budgets But what happened to entitlements? We didn't freeze it
Entitlements aro going to go from $750 billion lo S7G4 billion to Si .035.000.000,000 in the same five-
year periorl

You know, here's something else we have to start educating ourselves about. Back home where |
come from, ifyou get a hundred dollars this year, you got ninety-nine next year, that's a cut. If you get
a hundred and one. that's an increase. But here inside the Beltway, people literally come unglued if
you suggest that if inflation goes up by 3 percent, and you got $102. you've not been cut. But that%s
our problem We re going to have to treat all programs, such as entitlements, just like other aspect of
government And we're going lo have to make conscientious decisions, as legislators, as to what is
the higher priority and what is the lower priority, and how are we going to live within our means.

That's why I believe that we must have a Constitutional excuse, reason, pressure, pry bar. leverage,
whatever you want to call it. We must do that and lencourage you and your individual states to contact
your Congressmen and Congresswomen, and your Senators, to join a lot ol o’her interested individu-
als in putting ihe proper legislative pressure on us. Could it possibly be .hat we could generate
enough pressure to balance our budget by the year 2000 which is our target? Could we gradually
bung ttie spending cuts down to get us there by the year 20007 Could it possibly be that we could rally
America behind us to do that7 Somewhat like the other side was able to rally America against tho
Penny/Kasich bill by saying we want to balance the budget but for heavens sake, don't cut me That's
your challenge. I look forward to working with you. Thank You =
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lhave been in Congress now 11 years. lwill be returning homo a! the end ol this term next December.
My district in southeastern Minnesota is home to Red Wing Shoe, the Mayo Clinic, Hormel Meats.
Land O'Lake Dairies, and the Valley of tho Jolly Green Giant So for those of you who don't know a
great deal about Minnesota, that gives you some sense of where Icome from.

lhave some colleagues here who were introduced earlier Gil Gulknecht. a Republican legislator from
Rochester. Minnesota, the largest town in my district He is also a member of tins organization, and
incidentally, ont »the candidates to replace mo next year.

So lam with a familiar crowd in many respects. I haven't met a lot of the legislators here lll this room
before, but Ido fiave a sense of common ground with all of you in terms of the approach you take to
public policy making and the role you see for government in the lives of American citizens

Iwas only 30 years old when larrived in Washington as the First District Congressman But it did not
take long for me to learn that my concept of public service based on the lessons of our Founding
Fathers, was considered an old fashioned notion in the Nation's Capital.

The chief architect of our Cons* 'ution. James Madison, and his colleagues, designed a representative
democracy whereby candidates would be elected by tho people but would be free to balance paro-
chial and national interests, tho prevailing political winds and the long term good of tho whole.

George Washington, in Ins first inaugural address, anticipated a Congress will. 110 local prejudices or
attachments, no separate views nor party animosities And John Adams warned agamst the dangers
to America's liberties if the government may become the choice ot a party fur its own ends, not of the
nation for Ihe national good

These were not idealists in a pure sense They were practical politicians, but they understood tho
dangers ol tierce partisanship in a legislative environment that was supposed to hung about consen-
sus for lhe national good

Ilearned those lessons not only as a child butas a student of government at Winona Stale University
But what | *ound when | arrived in Washington in 1983, was a situation much different than that

envisioned by our Founding Fathers.
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Modern day Washington is driven tar loo much by opinion polls and partisanship. This is not to say that
there are no redeeming qualities evident in our Nation's Capital. For all ol its faults, somehow it works.
In fact, there are moments when Congress rises to a very high standard, such as tho courageous
action to reform the Social Security Program back in 1983. wlvch was among tho first votes Iwas able
to cast, and one of which lam most proud. Also. lhe serious and the sobering debate that occurred on
ttie Gull War Resolution in 1991.

Yet Ican't help but think that our Founding Fathers would be disappointed with much of whal passes
for political leadership in today's Congress. Instead of leadership, too often wo are given polled read-
ership. which is one of ttie reasons Congiess has been unable to come to grips with the Federal
budget deficit.

Opinion polls deafly demonstrate that voters do not like tax increases nor do ttiey like cuts in their
favorite programs. No big surprises there.

Republican legislators in Congress eagerly translate that sentiment into a no new taxes pledge, while
Democratic legislators position themselves as the champions of popular programs. Il obviously sells
well with enough voters to secure rcelection for most incumbents. But that attitude offers no solution to
our budget prob'em

Public opinion must tie reflected in national policy. That is ttie essence ol our democracy However,
public opinion is not set in concrete, and no surveying can measure accurately the nuances in public
thinking on any given issue

Furthermore, as is demonstrated by Hie budget debate public opinion doesn't always add up to a
solution Ttiat great philosopher. Pogo. once said, We have met ttie enemy and itis us. and ina vciy
great sense, that is the message in this budget debate.

Bui voters will respond to reasoned leadership And voter cannot make an intelligent judgment about
wtiat needs to occur to balance this budget unless we tell them the facts, and they hear very little from
politicians that is constructive and enlightening when it gets down to Hie budget debate

My view is that elected officials need to balance public opinion against their own convictions and an
analysis ot the facts Ithink Benjamin Franklin said it best when tie wrote. The internal satisfaction of
a good conscience is always present, and in time will do us justice in Hie minds ol the people, even
those at present trie most prejudiced agamst us."

Unfortunately, as things Stand in Washington today, it falls to retired legislators, like former Democratic
Senator Paul Tsongas and former Republican Senator Warren Rudman. to speak the truth about tho
budget. And as | leave next year. l am disappointed to see a gient Republican legislator from North
Carolina follow me out the door. Alec McMillan And maybe we can do. as retired House Members,
what Tsongas and Rudman have done as retired Senators, and work together to tiring bettor focus
and hotter information to ttie American public on Hus budget issue As most ol you know Tsongas and
Rudman have lormed Hie Concord Coalition, an organization dedicated to ttie task of educating Hie
American public about the nature of Iho Federal deficit ind the tough, painful measures Hint will be
required if wo are lo eliminate the red mk Tsongas and Rudman know that Congiess needs encour-
agement to do the right thing, and they hope to create a coalition ot a live, informed voters who will
support those candidates that aro prepaied to deal honestly with ihe deficit

The example ol Tsongas and Rudman is also instructive interms ot Ihe bipartisan nature ot the elfort

For a decade. Democrats blamed Ronald Reagan and then Geotge Bush for tho delict, while those
Republican Presidents attempted to persuade the public that tho budget would be balanced except tor
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tho big spending Democrats on Capitol Hill. Again, in today’s Washington, partisa linger pointing has
bocomo a substitute lor decision making.

Early in my tenure in Congress. | lost favor with Democratic colleagues on Ihe Education and Labor
Committee because of my willingness to work with ttie Republicans and my occasional vote lor Re-
publican amendments. There was little interest among Democratic leaders in cooperating witli the
minority party, because after all. the Democrats, by virtue of our majority status, controlled that Com -
mittee. Too often, thal is tho way things work in Washington, D C.

Republicans, lest you think Iam here simply to bash my own party, are not free of blame either. During
the recent debate on President Clinton's proposed budget. Republicans wore more interested in scor-
ing political points than in offering a credible alternative. They criticized Clinton’s tax increases, but
when Republican Minority Leader. Senator Bob Dole, offered an alternative plan, it had very little in the
way ol additional spending cuts and less overall deficit reduction In other words, itwas more business
as usual in the Nations Capital Ibecame a Democrat in 1960 when Iwas in the fourth grade That
year Ivoted for John Kennedy ina mock Presidential election at my country grade school in Mansfield
Township in Freeborn County. But our democratic system of government has always been more im-
portant to me than the Democratic Party. | have attempted to follow the admonition of the Piesident |
voted for that year when he said. Our task is not to fix the blame for the past, but to fix the course for
the future.”

| firmly believe that the public will have more respect for Congress if Congress demonstrates more
respect for our Founding Fathers and the democratic principles that they espoused Ttie Founding
Fathers were liuo leaders who well understood and v arned us against the dangers of partisan faction-
alism Ttiey valued majority rule, but stressed tho importance of minority rights. They chose a repre-
sentative form of government because they wanted elected officials to lead and not to simply follow
public opinion After ton years in Congress. lam more convinced than ever that our Founding Fathers
had it right.

And as a Democrat. | liken mysell to the founder of our party, Thomas Jefferson, particularly when we
talk about budget issues. Thomas Jefferson once said. Iplace the economy among the firstand most
important virtues and public debt as the greatest ol dangers to pursue our independence. Wo must not
let ourselves load up with perpetual debt We must make our choice between economy and liberty or
profusion and servitude. Il we can prevent the government from wasting the labors of ttie people
under tho pretense of caring for them, they will he happy The same prudence which in private life
would forbid our paying our money for unexplained projects forbids it m lhe use of public money.'

Simple words and com non sense There is precious littlecommon sense in national budgeting today
That is why I viewed the Concord Coalition as such an inspiration, demonstrating that we can work
together a bipartisan way to address the root cause of Federal deficit spending Demonstrating that
the public needs to be better challenged to face ttie facts about the elements that comprise this
Federal budget deficit

Following on that example. John Kastch. a Republican Irom Ohio, and myself, worked with a biparti-
san group ol thirty legislators, evenly divided between the two parties to construct a doficit reduction
plan winch came to a vote in the closing days ot Congress As it was mentioned earlier, we came
witlun tour votes Ithink our great disadvantage is that our measure was brought up just as Congress
was ready to adjourn, and the story about these budget cuts was lost beneath headlines rotating to tho
Brady Bill and campaign reform

Had the public been moic aware. Ithink we would havo put this package over the lop Butbecause the
public wasn’taware business as usual prevailed in Washington DC Our package wasn’ta curo-all
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to tho deficit. But it did represent a significant combination of spending cuts, touching virtually every
aspect of tho Federal budget. It was a $90 billion package, evenly divided between discretionary
spending and entitlement spending. And when you realise thal entitlement spending is not only half
the budget, but the fastest growing portion of the budget, clearly those items need to be on the table if
we are over going to solve this problem.

Willie Sutton, a noted bank robber, was once asked why do you rob banks, and he responded, Be-
cause that's where the money is." And when the Penny-Knsich Plan put cuts in enlitlernent programs
into our package, it was because that's where the money is and you can't solve this problem unless
you address that issue.

But we also took some advice from another noted philosopher. Aristotle, who once said. “A feast to
which many contribute is better than a dinner provided out of a single purse." And our sense was to
share the sacrifice, to spread the pain, to convey to the American public that all of us have to partici-
pate in balancing this budget. We can t simply point a finger at someone else's program and pretend
that it alone will cure the deficit.

Bill Clinton in his inaugural address and in his State ot tfie Union speech had the right rhetoric about
shared sacrifice. He simply had the wrong budget. We put together fifty-seven Democratic votes in
support of the Penny-Kasich Plan and came within a handful of votes of passing the measur . And |
think, since lam a Democrat, itbears noting the composition of this group of Democrats and what they

were up against,

Ibelieve the fifty-seven Democrats who supported Penny-Kasich represent a new generation of lead-
ers. and they cut across geographic lines. Unlike Democratic budget coalitions of the past, which
largely reflected southern conservative defense Democrats, this Democratic coalition spread across
the country. Democrats from New Hampshire to California, from Washington state to Florida, from the
Rust Belt to the Green Belt, from the Mountain States to the Mississippi River Valley. |oined forces to
make a strong stand for fiscal responsibility. These new Democrats are out to change the way Wash-
ington does business, starling with the budget.

These Democrats reflect the mood of a national electorate that is increasingly sken 'cal of Washington
and hungry for change. It's a sale bet that this budget coalition will resurface I ie future, and may
even hold the balance of power in tho fiouse lll coming years.

Of the t1 Democats who opposed President Clintons budget in August, a strong majority. 27 voted
tor ttie Penny-Kasich cuts. But even more significant and alarming to the Congressional leadership
and to tho White House, is the tact that fully 30 Democrats who helped make the passage of the
Clinton budget possible voted for the Penny-Kasich cuts With only 43 Democrats required to make
up a majority of the House when combined with a united Republican bloc, clearly the White House and
tho leadership cannot take these new Democrats for gianted

A generational divide was a'so evident in this vote, and lIdon't think it should come as any suiprise Of
thoro Demociats supporting Penny-Kasich nearly 00 <had served in Congress less tnan five years
In fact, a tmrd of our votes came from fust term Democratic Members Those new Mombeis have yet
to be assimilated into a Washington system that rewards those who spend And moreover, it seems
that these legislators are intent on fighting the system rather than |Oinmg the club

These 57 Democrats s'ood up to intense pressure Irom their own party leadership horn tho Clinton
Administration and from the interest groups that havo historically been supportive of the Democratic
Party Many were approached by powerful Committee Chairmen with no) so subtle hints that a vote lor
Penny-Kasich would jeopardize their standing in the House Others were literacy threatened in win-



ing, by Appropriations Committee leaders, sadly both Democratic leaders and Republican leaders,
that a vote for Penny-Kasich would kill projects important to their home state.

Before I move on to my next portion, there's a quote from Robert Kennedy that sort of app. "5to the
pressure you (jot within institutions like Congress. It might even happen in some state legisla ures. It
goes like this: "Few are willing to brave the disapproval of their fellows, the censuie of their coll aguco,
the wrath of their society. Yet it is the one essential, vital quality for those who seek 20 change a world
which yields most painfully to change.” And he wasn't referring to Congress, but it certainly applies.
Congress is resistant to change because all of the structures within Congress deal with power and
control, and the more junior Memoers are empowered, the more it threatens the pow r structure.
And frankly. lam a political scientist by education, but itisa misnomer to call politics a science. Sadly,
hov.'evor in recent years we have gone out of our way to make it a science, with our rwn acronyms
and our own terminology And when we're talking about the budget, with baseline budgeting and other
terms that really don't honestly convey what's going on. we've sort of shut the public out, we've sort of
shut the people out. because they can't figure out who's telling the truth.

When Democrats say we've cut a program, for example, we cut Medicare in Clinton's budget by S56
billion over five years. Sounds big and it sounds painful. But. Medicare spending will still increase by
*t5°0 over the next five years.

So the debate in Congress is essentially dishonest and is meant to confuse, not to enlighten. It is
meant to kind of keep others from getting into the game. And that is why interest group politics is so
prevalent in Washington. D C., because those arc the only organizations in American that can afford
to hire somebody, a lobbyist, to get into the game with the politicians. We have excluded the public,
and itis no wonder they are losing faith in this system of government.

But within the institution, because power is where itis at. and control is what it is about, newer Mem-
bers are subjected to intense pressure from senior Members to toe the line, to get along, or you will not
be a success.

Gil Gutknecht was in my office recently, an itwas coincidental that ho made reference toa quote that
Isaved for my quote file, and it is from Mother Teresa, and itgoes something like this: "God did not call
on us to be successful. He called on us to be faithful*O maybe paraphrased for those of us who are
public servants. He called on us to serve. And in Congress there is 100 much pressure from the more
senior Members to do what they want for their purposes under the guise that somehow it is going to
make yau a more influential player for your purposes And itis hard for newer Members to stand up to

that.

In addition to the internal pressures a daunting lobbying effort was launched by a variety of key
Democratic support groups from organized labor to social service advocates Although it received
relatively little media attention, it was one of the most intense lobbying efforts against a legislative
proposal seen in recent times. In fact, if you listened to any of the debate or read any of the accounts
ot this debate, you may have heard the Administration and other special interest advocates claiming
that somehow the Penny-Kasich cuts, which represented one cent on the dollar over five years, nol
terribly Draconian would destroy the economy, derail health cate, undermine our nation's defenses,
and cnpple our domeslic agenda

ltreminlr. me ol the adage that a half truth is like a half brick You can throw ittwice as far. That is what
we were up against in this And it worked, because ttie interest groups ginned up phone calls and
letters t) Capitol Hill urging Members to vote no Freshmen Members were somewhat surprised to
find out that the interest groups could generate as many calls as we got in opposition to this bill But
that was ttie case Tho phones rang oil the hook leading up to Itiis vote N'ot from the general tax
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payors, but from members of interest groups who sent mailings, oulragoous mailings, tolling them that
Penny-Kasich was a throat to everything they believed in.

At the risk of alienating all ol these constituencies, the 57 Democrats stood firm. Itis important to note
that these now Democrats are not inclined to cut every category of spending simply for the sake of
reducing the deficit, However, they do understand that long te .n economic growtli requires loss gov-
ernment borrowing and more private investment. And ttiey also know lhe difference between con-
sumption spending and investment spending.

And if you look at our list of cuts, they were focused on the consumption side of the budget. Ttiese
Democrats understand the difference between a COLA and a highwav There are differences in the
way those dollars spend out in our economy. There are differences in terms of what eacti of those
dollars means to the long term strength of our economy, and these Democrats know the difference.

They desperately want to change today's budget policies which represent borrowing from the future to
pay for ttie present. And more importantly, these Democrats evidenced their willingness to work with
the Republicans There is nothing wrong with bipartisan cooperation. That is the essence of the demo-
cratic system. We re to come together and work together towards a consensus. Not to say that we
can't have differences which may manifest themselves in a partisan fashion once in a while. But
partisanship should not be our prima.y purpose in public service, and for too many politicians, it has
become so.

And while lam a Democrat, iidistresses me to admit that while Republicans are 40°~ of the Member-
ship of Cot iross. they perhaps have 14°c of the influence and power, and that is simply not right It is
undemocratic.

Let me close with two quotes. The first from George Bernard Shaw. Democracy is a device that
ensures that we shall bo governed no better than we deserve." Thats perhaps a more cynical obser-
vation than I would like to make. | prefer to use a 60 year old quote from Walter Lippman. because it
applies to today's political environment in which the public is clearly in a state of agitation and displea-
sure with whal they see in the political arena. And these are Walter Lippman's words "Those who are
in revolt are looking for now leaders. They are looking for leaders who will talk to the people about tneir
duty and about the sacrifices they must make, and about the discipline they must impose upon them-
selves. and about their responsibility to the world and to posterity."

Americans, tnroughout our nation's 200 year history, have always been willing to rise to the challenge
when properly called upon to do so by real leaders who don't hide the facts from them We need a
more honest debate m American politics today, not one duven by opinion polls, because those are
transient measurements. Certainly not one driven by partisanship, because that stands in the way of
progress We need leadership in America that will challenge American voters to face tho facts and
face the future And when called upon lo do so lam confident the American people will respond m
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Thank you Iwant to just say how much of an honor it is to share ttie porJium with John Fund and
Samuel A Brunelli and all the other distinguished people. ALEC is one ol my favorite organizations.
Speaking here is like coming home. A lot of times, our views expiossed are not always popular, but
that’s all right.

I would first of all like to have you meet the speaker of my house. Ellon Woodson, my wife, who |
dragged out here this rnornmg so she would know what happens when | leave the tiouse. So she
won't have to ask me, what is ALEC VAnd also the National Center sponsors every year what we call
our low income communities night, and that is our achievement against the odds, and ALEC was one
of the sponsors thisyear and many of you attended. And we have one of our first awardees here.

Ethel Branch Cooper, id of course, lam always honored to be with David Caprara David Caprara is
ono of those inspirational people when you're around him you just feel better as a consequence. But
Dave has always put his oody and his mind where his heart is. And he is the arms and legs of ttie
empowerment movement and one of ttie principal architects and chronicles of the recent resident
amendments lo the housing act Itwas David who, as a staff member of the National Center, sat with
the resident leadership in the room and helped craft those seven amendments which were passed
into law >130 to 0 in ttie House. With the opposition of all the major unions and the housing authority,
we beat ttioir brains out very good When Ispoke at your Michigan Conference afterwards Igot some
invitations to address prayer breakfasts as Bov Woodson Lot me just say that lam honored to be
addressed as a minister

But lam a Baptist There was a tune when 80 ot all black folks wore Baptists, and then we learned
how to read and then became Methodists Then when wo went to the universities, we became Presby-
terians. and when we learned how to split intellectual hairs as to whether God could be three forces,
we became Unitarians But when trouble occurs, we all come back to the rock So. lam a black
Baptist that has come back to me rock So. a lot ol my views and opinions an? expressed inthe belief
that ttie crisis we are conlronling today is not a crisis ot program it is no* a crisis ot policy I'is a moral
ard spiritual crisis

Id liko to talk about solutions to the urban problems that confront us today with an emphasis on what

can be done tostem the tide ot vus nee Because we do havo some concrete experience of solutions
that work Ithink wo spend too much time celebrating problems when we need to talk about solutions

WM. | |



AL IPliii netlim\

lhave said on numerous occasions, and you arc well aware, that some ol lhe traditional approaches
have (ailed.

Someone once said, il you want to go someplace you've never been, then do some things you've
never done. That il we keep doing what wo do. we'll keep getting what wo got. Which means that
we've got lo redirect not only our thinking, but insome cases, our beliefs. People do not do that which
they do not believe first. And so many of us have been conditioned to believe, try traditional top-down
government approaches to program. And yet we have known that the S3 trillion thal we have spent on
poverty has not woiked. And poor folks now realize that which was spent in their name hasn't worked
Many poor people are like that fellow that staged a sit-in for 9 months at ttie Mississippi lunch counter
and when they integrated they didn't have what he wanted.

There's nothing more disappointing. But we have got to understand that solutions exist if we begin to
approach ttie problem from 1 very different paradigm. A paradigm to mo is merely a prism through
which we see problems or opportunities. Anri tho prism to which | see the solutions to some of the
problems is the analogy of the human body God has invested a human body with tho power to heal
itself That the natural slate of the human body is one of health, and that's why. whenever you inter-
vene or intrude into the body, it rejects anything that is imposed in it. That's why to impose a trans-
planted organ into the human body, you have to try to fool the body into believing that what's being
done to it is in its interest. That's what repressive drugs attempt to do

We have been trying to impose solutions on grassroots and low income communities for years and we
wonder why those imposed solutions don't work, because the body's natiral inclination is to reject it
And that's why grassroots people reject that which is done for them on a mistaken belief that they are
merely a pass ve agent in everybody's fantasy about what is in their interest And so many times, we
fail to understand that indigenous to the human body is the power to heal itself. Neighborhoods are
organized the same way. Indigenous to neighborhoods are the capacity and ability io heal them-
selves. The most effective form of treatment of the human body is when you insinuate medicine in
such a way that you trigger the body s own immune system. That's why AIDS is so devastating,
because it inte rferes with the body's ability to heal itself. So if we look at strategies 'hat we have been
employed ove' the years, it is almost like the old story in the 1960s of the Andromeda Strain. lam a
lover of science fiction movies. And one thing in the sixties that really struck me was ttie Andromeda
Strain Maybe you remember ttie movie in which tins missiles nose cone went into space and came
down in this lit’lo town and killed everybody, except an old man with asthma and a baby with colic And
SO no scientists came in with their suits and took this man and this baby, and took the nose cone down
about eight level* into this laboratory to study why it was killing, so that they could find out how to cure
it. But they cc uid not understand why everybody else died except this old man with asthma and this
little child with colic.

And so. instead they studied tins nose cone, and they had an electronic microscope that was focused
on itand they were trying to analyze |ust what happened Scientists intho laboratory began to die But
what was going Oll hero? Was ita virus? A bacteria they couldn't find7 Finally, they concluded that
the very instn ment that was used as the means for producing the cure was creating Iho problem Tfio
virus was ben g ted by electrons from Iho microscope So the very agent thatwas put m place tocure
tne problem was creating the problem

And a lot ot what we have been doing in poverty programs have, in tact, had tho same effect as tins
electron microscope It has reinforced tho very agents it was developed to cure. Look at the years
between 193( and 19-tO. the years ol the Great Depression, wiinn we had a zero GNP growth and a
25°’0unemployment rate What impact did it Have on family dissolution? Was tnere a great epidemic
indrug addicton7 No Wore families dissolving? No Did wo have tremendous crime problem?7 No
Could people walk in then neighborhoods7 Yes
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Even in the black community, from 1940 to 1972, wo saw ttie greatest growth in Iho economy, yet wo
saw .i declino in those social indicate rs. The black community is often used as a moral barometer of
ttie health of this nation, yet up until 1959, only nmo percent ot black women had babies out of wedlock
and thirteen percent of white women had babies out of wedlock. Tins was a time when, in tact, we had
no political representation and no representation on tho courts. We wore being lynched everyday in
some places in tho south. Yet. even in the face ol all of these tremendous social odds, tho black
community's moral and social infrastructure shielded it against all of those threats from without, and
we thrived. But precisely in tfio presence of the electron microscope, i.e. the poverty programs, and all
those other instruments that were supposed tu cure us. wr have seen j nine percent illegitimacy rate
going to sixty percent, and in some communities eighty percent. That's a tremendous increase over a
short period of time, and only a fool would ignore the possibility that the instrument put in place to bring
about Ihe cure, like the electron microscope, is creating the problem

What we are finding is that we keep looking to tho wrong place for the solutions, Racial discrimination
is a problem, it is not tfio most important problem. It is not there because of ttie person in the White
House. Decisions made inyour own house are much more important than decisions made in the State
House or ttie White House, if you allow me thal Jessie Jacksonism

And so, even inthe face of those problems we did not tear each other apart, we did not have the crime
rate. What lias happened is that a lot of these electron microscopes that wc put in place tiave under-
mined the moral and social centers ol influence in tho community, so that people have now become
detached from that which has insulated them in ttie past Therefore it doesn't matter that we have
increased social spending. And I'd like to talk about that paradigm, IThe human body, and about those
families and people throughout this country that aren't experiencing problems. You've got to look at
the glass, ttie part of the glass that is half full, and not tho glass that is half empty. Yes. there may be
60 oof households with out of wedlock births, but theres 40°0 that are not experiencing these prob-
lems. And the question is. what explains the success of those exposed to the same environment as
those that were not7 As inthe case of the Andromeda Strain, they found that the baby with colic and
the old man with asthma generated some internal chemical response inside the body that acted as an
insulation against this virus.

And so. what we don't do in society is study why the baby and the old man survived to determine what
lessons we can draw from those who have survived in the presence of ttie disease lasked criminolo-
gists. social scientists, the whole academic community, including a lot of my conservative colleagues,
how many ol them have ever gone to low income communities and inquired about why certain people
are able to raise children in the midst of poverty without them succumbing to poverty itse f7 How they
can raise children in ttie presence ot drugs without producing drug addicts7 How they can raise them
inthe presence ol criminals without their children succumbing to criminality7 We do not do anything to
study why certain low income people survive and thrive lo determine what our new solutions to these
problems should be.

Wo. at lho National Center, spend all ot our time studying success Il you want to learn what works,
you have to find out what works. You don't go to someone who has failed and say. let me study your
failures so we can loam what is successful Would you go to somebody who has lost 10 elections
and say. we want to study why you didn't got elected, so we can know what strategics to put in place.
No. you go to a person like Dave Holbrook a man from Mississippi, a while man from Mississippi, who
iselected in a district with a 74°0black population and ask him how he achieved what he did. because
lie delivers lor people. Ho knows that what you ve gat to do is go to people and speak to their real
needs So. itis not enough for us to recruit low income people who havo succeeded as props lor our
policies We should go to them and study why they survive and determine how we can develop pot-
cies that are responsive to their survival techniques Wo must find out what ttiey need in order to
promote their self oeveloprnent and the development ot others like them So we mally need to do
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things like what we did in Philadelphia. In 1983, tho city of Philadelphia was plagued by wolf pack
attacks, groups ol young blacks between the ages of 15 and 17 in groups of six. were attacking
shoppers, knocking them down, taking rings and purses. They got so bad that the Civic Center had to
close down, as did movie theaters and shopping centers. The police increased their patrols but noth-
ing worked. Ttie social service hustlers came in and that didn't work, of course. And so. people were

perplexed.

So. we went to a group of grassroots leaders, eight of them, and asked, “whal is itthat grassroots can
offer thal all the traditional approaches cannot7" And they did something very innovative. They said,
why don't we go to the house of corrc ;tions. or prisons and sit down with the inmates and ask them
if they would join a crime prevenl'on task force." So we went to the prison and 125 inmates signed up
They each gave us the names of three young men from their neighborhood and said, bring them to
the prison for us to tell them thal this is unacceptable behavior. Because they respect us

And so we got some money from an entertainer and rented school buses on this one Satuiday and

brought 300 of these young men to the prison And we had a table with food and the inmates had

sessions and seminars with these young people. And they told them that this was unacceptable

behavior and the following Monday, the wolf pack attacks stopped all over tho city And itnever started
tain.

In other words, what they did was take part of the disease and apply itas the solution Because these
young men. even m prisons, said, no ono ever came to us to ask us for solutions Only for what we
have done to create the problem, and what you have done by coming to us like this is to give us ihe
respect, give us an opportunity to demonstrate that not all of us are vacant of .alues .ire vacant ol
concern for our community Some of us only need an opportunity to express to you and to our city our
capacity not just to hurt, but also to heal”"Tho challenge that we face is. are wo willing lo look to those
indigenous healers, those indigenous antibodies7 Are wo willing to bring them to tho table and ask
them what they can otter by way ot solutions, and then try to help}You have to understand that what
stops crime, what stops violence, is not more prisons or more police on the street even though ttiey all
may be needed

Iliswhen young "cople have lost a sense ol moral contenl when life no longer has moaning fra them,
that it does not matte, what you do to them because ttiey don texpect to live anyway Why would they
be afraid to go jail or afraid of the death penalty7 That's like threatening a kamikaze pilot with death
Death is Ins business.

And so the only thing that challenges these young men on the streets is when you go to the centers =
moral power Many of: .}so young men who arr* leaders in this community have had religious corner
srons and they bring people lo God in their e.vn way Il wo are serious aboul stopping cnmo. then we
will do what we can to empower those that | ave the powci to influence tfio moral decisions that these
vOung people make Empower those that can bring content to the. lives .t id a .erise of purpose

When Cam killed Abel God could have just struck him dead. but God did something woi-.o He told
Cam trial he would travel lhe rest of his life without purpose Anri .. lot of young people an* I« ng m hoi'
not because of poverty or anylh'iig else, but becautu they have had purpose withdrawn Irom thou
lives And the indigenous institutions, those moral centers have the capacity to restore then cense of
purpose so that they have something to lose And when they have something to lose, then they wilt
work . ji something Hat they can gam Only then will we see a change inour sot: oty Are we irptoit'
God bless you m
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Thank you. I just want to make a note that whal Harold Brubaker was talking about regarding the
spotted owl is going to make a hell of a lot of people in East Texas arid the southern United States rich
If you go into East Texas and you go into the southern part ot the United States right now you will find
something that is overlookeu oy a lot of people And that is the fields that were once wheat, and things
like that, have all kinds of seecungs on them right now because of what has happened to lumber
prices. It is really a remarkable story of what happens sometimes with regulations and the resulting

economic impact

For those of you that aro worried, even though I've got tne whole two hours to give the speech. lIdon t
give long speeches lgive short speeches. Warren Chisum will toll you why | give short speeches It's
because we had a special session of the Texas legislature one time on a sexually transmitted cattle
disease. I know that's hard for some of you people »o believe, bu; wo did Ildidn't know a lot about it at
ttie time, but fodunately. I. nor none of my roommates had over had that particular one. and so. I had
to go But I know my district was anti-d.sease and that's the way | voted

So anyway, after the session was over Chisum and I had to go up to West Columbia. Texas to give a
speech to the Independent Cattlemen Association ot Texas and cattle raisers and the farm bureau,
etc. on how |voted on this cow disease

We were promised a thousand people would tie listening to out explanation, but as i went down tot”ir,
place there was high water, there were downed power Imes and trees on the read It was terrible |
had written an hour and fifty-eight minute speech |Itook two weeks to write pretty much everything
you'd like to know about this particular cow disease

So. we got there and we waited forty-five minutes in a hall that d-d .n fact seat a thousand people
And six people showed up And what hajipened was Hurricane Alicia had come through four days
before and they forgot to tell mo Warren and these six other Aggies that rius deal had been called oft
Thats fiow many people showed up Six

One gentleman who was 92 years old his name was MacAtistor said. Look boy Icame through
about forty mites of tins stuff. | want to hear the speech And I sa.iJ Thatb groat it give it a try
because Iwon't be asked again This is my last shot at it lajrpiooato ttie opportunity” So the other
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livo loll and Ibegan tho speech. Alter an hour and eight minutes. I had lost him. He didn't die. blit ho
was asleep So lIwalked up to him and pretended Iwas done, and lasked what ho thought about the
speech. And tie woke up and cleared his eyes and put his hand on my shoulder and gave me lho best
political advice anybody has given a young politician. Ho said. "Look here boy. I run 426 head of
mothorcows and their calves, and when ttie winter is cold and hard and there's nothing tor those cows
lo oat. 1 go out there once a week with a whole truckful of hay to feed these cows. But | want you to
remember somet',.ngas long as you're asking folks fora vote" And Isaid. "Yeah, please. Mr. MacAlister.
tell us." And ho said. 'If only six cows show up. !'don't drop the whole darn load on ’em." So, Itry to
remember tnat. and as a result. I give reasonably short speeches and I'll do that pretty much today.

A bit of warning for those of you that are from out of state We want you to buy lots of lottery tickets
while you re hero. We're tired ol policing our own people, so just participate in the whole deal

One of my jobs, and tfiank God lIdon't have 4 anymore, was to start up the lottery. I had the lottery for
Ihe first eighteen months or so. and then Iturned it over to some other agency. But. let mo give you this
warning about that particular business.

First of all. the odds cf winning are 16 million to one. Yeah, you say its not bad. Consider that your
odds of getting struck by lightening while you're here is about 15 2 million to one. Your odds of getting
attacked by a shark, even though you are 200 miles from the water, are only 13.2 million to ono.

Let me tell you this one story and this is a true story, and I know you expect nothing but tho truth to
come Irom the mouth of an elected official But when Iwas running the lottery, my best fi end. who is
a deicon of a very prominent Baptist church in Austin. Texas, walked into my office one day with a
$2,500 winning ticket He said Iwant my cash [Isaid. Fred, we don't do cash, this isa government
organization We write you a check And tie said, can anynody find out about that check? Yes. Isaid,
we have thirty»istors that have open records requests everyday for any and all winners above S600.
And he said, forgo! if. it's not worth it

So he starts walking out and Igrabbed him and Isaid. look, you re an attorney, you're a learned man
Im |ust an Aggie with a bachelor’s degree, but I can tell you that anybody that walks in with that ticket
we will give them $2500 He looks at me and Isaid, if your secretary or a law clerk walks in with this
ticket wo will give them the money Then tie can give you $2400 and keep ttie hundred Surely there's
somebody who wants to make a hundred dollars. Oh ho said that's legal7 Right

Anyway, he does He goes wto his firm, he picks a brand new law clerk Stic is nboul twenty years
o'd. and tie s.iys. Would you tike to take Itns ticket across tho street and make a hundred dollars by
cashing inand give me $2400 Won't that be wonderful7' He borrows a friends rod and black Volvo
with tinted windows, drives tier over to ttie lottery headquarters, wails in ttie parking lot. sends her up
there

She's been up there forty-two minutes and when she comes bnjk down she s crying He said. Whats
the matter7 And she said They took our money Ard he goes. What do you mean, they look our
money And she said. Iso*tol had a bad student loan two years ago

Now he pretty much took that as a sign that he g dn't want to piny, but Ican promise you. land thal law
clerk owe him She writ be a partner bofoie long, and ties one of my biggest contributors and |
appreciate r

So ityou have bad student loans it youre behind nn your child support in Texas, or worse, it you owe
me some money, don tcash rn your lottery rickets



