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'Payl G. Allen Center for Computer Science & Engineering
’ Box 352350 Seattle, Washington 98195-2350
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! lazowska@cs.washington.edu wWwiwes! -ashington.edu
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Interplay of university research, industrial research, and development for IT in the Ut '
1965 1970 1975 - 1980 1985 1990 - 1995 2000
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VLSI design oo
» Mead/Conway, Mosis

Berkeley., Caltech
many

RISC processors .
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SUN, SGI, IBM, HP

to World Wide Web
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IBM, Intel
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Trends in Federal Research by D|sc1pl|ne FY 1970- 2003
‘ obhgatlons in bllllons of constant FY 2003 dollars

R lowput

$30 N
o . —— Life Scis.
$25 | ——Engineering i
4 $20" . +Physical Scis.
. a Env. Scis. -
$15 ; %-— Math / Comp.
o -~ Scis.” }
$10 . ——Social Sciences -
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85 - : —
’ m g—x--Other
o '$0 ? _ Other includes research

(includes basic research

and applied research;

excludes development and
- R&D facilities)

1970 1975 1980 1‘985' '1990_ 1995 ~2oo_d notclass,uﬁed_

Source: National Science Foundation, Federal Funds for Research and
Development FY 2001, 2002, and 2003, 2003. FY 2002 and 2003 data are
preliminary. Constant-dollar conversions based on OMB's GDP deflators.
AUGUST ‘03 © 2003 AAAS ‘

AMERICAN ASSOCIATION FOR THE
- ADVANCEMENT OF SCIENCE




Annual Degrees and Job:Openings in Broad S&E Fields
19000 [ 2002-2012

140,000 -+ : I mPhD "
‘ o . M Master's 7
120,000 — " OBachelor's
‘ ‘o Projécted Job Openings

100,000 :
80,000 -

60,000 +—

40,000

20,000

'Engineering . . Physical Sciences - ) Mathematical/ . o ’ ) Blologlcall
: . Computer Sciences Agrlcultural Sciences

SOURCES: Tabulated by National Science Foundatuon/Dmsmn of Science Resources Statistics; degree data from Department of Education/National Center for Education Statistics: Integrated Postsecondary Educatlon Data- System Completlons Survey,; and NGS$urvey of
Eamed Doctorates; Pro;eaed Annual Average Job Opemngs derived from Department of Commerce (Office of Technology Pohcy) analySIS of Bureau of Labor Statlstl(s 2002-2012 projections
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Texas StatCIUniVCrSity | sAN MARCOS

Department of Géogmp/]y

6or University Drive

San Marcos, Téxas 78666-4616
phone: s12.245.2170

fax: §12.245.8353 .

email: gcography@rxstatc edu
www.geo.txstate.edu :

* February 14,2004

Mr. Karl Rove

Presidential Advisor

The White House =~ .

1600 Pennsylvania Avenue NW
Washington, DC 20500

~ Dear Mr. Rove; -

- We met brleﬂy two years ago when you were on our campus to
deliver a presentation for the Grosvenor Lecture Series in the Department
of Geography. Recently, I had the opportunity-to visit with Andy Samson,
who works with our department regarding water resource initiatives. T

‘told Andy about a special scholarship program and explained that we were
discussing the possibility of a request to President Bush. Andy

- encouraged me to contact you and to explam the Tequest to you and that -
you might be able to help.

The explanation of the scholarshlp program is prov1ded in the letter
that I have enclosed for President Bush. We would like to ask President

‘Bush to personally autograph two, eight by ten photos of the President as
well as two, “Spirit of Geography” sheets that [ have enclosed. If the
President would be willing to jot a short note of greetings to the ,
Department of Geography with his autograph on the photos, that would be
an extra benefit for us in raising money.

I believe that our students will respond posmvely to the 51ght of
President Bush’s signed photo-on the Wall of Fame during the upcoming
election. President Bush has a lot of support in this department, university
and community and we want to do everythmg possible to make sure that
he is re-elected. :

Smcerely,

B Q/MM

‘Dr. Byron Augustm o Rebecca gu.stinv .

Texas State University -San Marcos, founded 1899, is a member of the Texas State University System.




Cael wl-m /uf l<0u- Rod&

'Texas State Umversrty ) SAN MARCOS; o

Department of Geogmphy

s o ” o : . 6or Umvcrslry Dnvc g

7 February 14 2004 T LT AN e T _vSan Marcos; Texas 78666-4616 -~
SRR I e © - phonersizagsarzo

fax: 512.245.8353 -
s R T T s emaik geography@rxstarc edu B
Pres1dent GeorgeW Bush Lo S - - www.geo.nxstate.edu
’The ‘White House . B o LT
1600 Pennsylvama Avenue NW

‘Washlngton DC 20500

. ; .Dearvl’resi,dent' BUSh,

On September 1 l 2001 the geography department at Texas State Unlversrty in"~ .- 3
. San Marcos lost some very dear friends when the plane they were traveling on was forced -
- to crash into the Pentagon. On board that plane were Mr. Joe Ferguson and Ms. Anne
~Judge of the Natlonal Geographlc Society, as well as three Washington, DC, elementary
- teachers and three of their students.: Joe was the Director of the Geographic Education -
.~ Program and Anne was the Travel Coordlnator at the National Geographic Society. My -
- wife and I had conducted a workshop mvolvrng Joe, Anne and the teachers at the
. 'Soc1ety s headquarters the previous summer. - ;
" " Last year our department initiated a scholarshlp to honor those fnends lost in that
.. tragic event. We named the scholarsh1p, “The Spirit.of Geography Scholarship.” This
~year we will attempt to add funds to the scholarshlp ‘One of the ways that we.hope to
accomphsh this is with a silent auct1on at our: Annual Alumni Reunion and Student
Celebranon in April. This year we are asklng a small number of visible celebrities such
- :as yourself fo participate in‘'a unique project for the auction. Our request of you is for -
*.you to autograph two-eight by ten photos of yourself and two sheets, which we have =~
“included with this letter that symbolize the “Spirit of Geography Scholarshlp ? We will .
then have both your signed photo and the symbohc sheet framed. ~ S
L Our plan is to display two framed units-at the silent auction. Ore will go to the ~
' .h1ghest bidder (with proceeds. dedicated to the scholarship fund) and the other will hang

- onthe “Wall of Fame” in the Department of Geography at Texas State. In the futurewe

- hope to add two or three celebr1t1es each year. We smcerely hope that this is a pl’O_] ect in s
which you will feel comfortable participating. We-are certainly grateful for your . o
"~ .consideration. If you have any addmonal questrons please feel free to-contact us- at (512- -
- )245-3208 (ofﬁce) orf: L ey P . o

| ReSPectfully,
Byro‘n and Rebecca Augustmo e

“ Texas Stice Univer's‘iry-San Marcos, founded 1899, isa membér of the Texas State ljni‘\‘i'crsiry System. .




| ( Texas State Univetsity | san marcos

[” .

Department of Geogmp/ay )

e ’ L i N O o 6ot Umverslry Drive -
S February 14,2004 & " R }" Lo ~ San Marcos, Texas 78666-4616 -
; : . ST T . ‘ o " -phone: 512.245.2170 B
o ‘ ' ' » fax: '512.245.8353 - '

cmail: geography@ucstate.edu -

President George W. Bush VL o B W geo.cstate.edu -
The White House SR ' i o

- 1600 Pennsylvania Avenue NW

 Washington, DC 20500 '

. Dear President Bilsh;' "

On September I 1 2001 the geography depanment at Texas State Umver51ty in"
- San Marcos lost some very dear friends when the plane they were traveling on was forced
~ to crash into the Pentagon.” On board that plane were Mr. Joe Ferguson and Ms. Anne
~ Judge of the National Geographic Society, as well as three Washington, DC, elementary -
© - teachers and three of their students. Joe was the Director of the Geographic Education .
. Program and Anne was the Travel Coordinator at the National Geo graphic Society. My
_wife and I had conducted a workshop involving Joe, Anne and the teachers at the
" Society’s headquarters the previous summer. =
: . Last year our department initiated a scholarship to honor those friends lost in that
© tragic event. We named the scholarship, “The Spirit of Geography Scholarship.” This"
year we will attempt to add funds to the scholarship. One of the ways that we hope to-
accomplish this is with a silent auction at our Annual Alumni Reunion and Student
~Celebration in April. This year we are asking a small number of visible celebrities: such =
__as yourself to participate in a unique project for the auction. Our request of you is for
- you to autograph two-eight by ten photos of yourself and two sheets, which we have
" included with this letter that symbolize the “Spirit of Geography Scholarshrp ” We w1ll
then have both your signed photo and the symbolic sheet framed.: -
. Our plan is to display two framed units at the silent auction. One will go to the .
hlghest bidder (with proceeds dedicated to the scholarsh1p fund) and the other will hanig -
on the “Wall of Fame in the Department of Geography at Texas State. In the future we
~ hope to add two or three celebrities each year. We sincerely hope that th1s isaprojectin =~ -~
- which.you will feel comfortable part1c1pat1ng We are certainly grateful for your.
" consideration. If yot have anv additional anestions, please feel free to contact us at (512- -
B )245 3208 (ofﬁce) 0 o (B)E) : : -

Respectfully, SRS

yron and Rebecca Augustm ; :

Texas Srarc University-San Ma.rcos, founded 1804, is a member of the Texas State Universlty'Sys(cm. o
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YOU ARE CORDIALLY INVITED TO |

A WEEKEND OE EESTIVITIES WITH FAMILY AND FRIENDS
| _CELEBRATING THE SQTH.BIR’THDAY OF QUR 415T’-PRE.51DENT ‘
CJUNE 12 - 13, 2004

"HOUSTON AND COLLEGE STATION, TEXAS

.+ Responoe card enclosed e

Your redportie showld-be /‘&f/l{&) by May [, 2004.

Space (s limited at certain venues and will be based on avadability at the tine yowr commudtment @ rececved.




PROGRAM OE E\/ENTS

BIRTHDAY CELEBR/\TION
& STAR—STU DDED CONCERT

SATURDAY EVLNING JU\EIQ
: /I’{l/lllft’. Maid Pa/,‘,(‘ .
Houdston, Texays
VIP RECEPTION
I 5’:0‘()/).171._"
GENERAL RECEPTION & BUFFET SUTPP‘E'R'

| 60(7/) m.

CONCERT & PROGRAM
80()/)/11

Czwzm/ Buqumu’r Attire -

| f*..* * * x *x

THE PRESIDENTS PARACI—IUTE JUMP
BARBEQ\UE LUNCHEON & ENTERTAINMENT

SUNDAY JUNE 13"

George Bulr/v Preaidential Library Center
College Station, Texas -

PARACHUTE JUMP
wtt/) the U/ute() States Army Golden Knu]/.zt' Pa/ ac bute Dzzm
: 12 0(7 noon. - - o :

‘ ‘ LIBRARY TOURS& ; ' :
'BARBEOUL LUNCHEON WITH ENILR'IAINMLNF

[17 /‘u//uw . ‘

: (‘(M/(I/‘A/-/Ut




CELEBRITY FRIENDS

S\LUTL PRISIDL\F BUSH ON THI \IILLSIO\I, OCCASION

_Clmt Black - L : . Vince Gill L ' The Oak Ridge Boys*
Lisa-Hartman Black S ‘ -Amy Grant® S Michael W. Smith*
‘ Cary Cérter'*‘ D Lée .Gfeenwuod'*' - ' Rusty Staub®
Roger Clemens ‘ ~ " Naomi Judd® o o . Tommy Tune*
., Bo Derek* . : Co 'Lax‘E)/ King*. L | _ Randy Travis
Chris Evert® R o Gerald MCRanéy o L ' - Ronan Tynan®.
~Larr)' Gatlin® - R | v _ Denhis Miller® T _ Frederikavon Stade
, ‘Cr‘ystal Gayle* A - : .v - Jim Nantz® - Bruee Willis
o I » Ch_uck N01jri55:f'~. ‘ » o N ' Wynonna
Confirmed 1 attond i peraint e of Mareh 1. 2007 |

HOTEL AND AIRLINE II\IEORMATIOI\I

Hotel rooms are bemg held under the 41 @ 80 Bush Blrthday bIock at the following hotels
Convemently located w1th1n W alkmg dlstance from Mmute Mald Park the 51te of the June 12 Birthday Party

Please make your reservations and refer to the 41 @80 Bus_h Birthday for special room rates.

,Four Seasons H&)tel' | -'1‘-713-6‘52-'62»»66.

© Hilon Americas  1-800-236-2905

lon at the Ballpark 1.713.228.1520
Crowne Plaza - 1;800-227_6963 |

, Continental Alrlmes has gracxously dgreed to dxscount tlckers for 41@80
" To obtain a 20% discount and/or spec1xl group rates on ‘Continental Airlines, please CaII 1-800- 468 /022 and refer to .
File Number UPLDDP An additional 5% dlscounr applles for. rlckers issued 60 dcys or'more before the travel date. .
The dlscount dpphes to any published Iare purchased through the above 800 number only. The discount is not aval[dble
;

for reservations booked on-line. All restnctlons appllcable to that fare will apply. -

InternatlonaI customers should Cd“ rhexr local Contmenral reservarlons number and refer to the same hle numbel

For more mformatlon please visit our guesr web51te at: www.41at80. org/frlends

or send an e- mdll to: bLmh4IIund@dmlpartners com or call us at 1-800-222-5087
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THE GEORGE BUSH FORTY ONE ENDOWMENT

WHECH WL FUND TH EOP R AL ANE N TOENDOWMENTS N IS 10O N O l{: AT
THE GEORGE BUSH PRESI»DENTIAL LIBRARY FOU\IDATION
THE UNIVERSITY OF TEXAS M. D. ANDLRSO\I CA\ICLR CL\ITl R
THE PO NTS OF L GHT FOb\TD ATION

RECOGNIZI N'C HIS LIFETIME OF PUBLIC SERVICE

Through the course of his hite’s work George Bush became pass1onate|y and persenally commltted to thxee orgamzatlons that

" have contributed to America’s greatness the George Bush Presidential lerary Foundation in _College Station, Texas;

The Unlversm of Texas' M. D. Anderson Cancer Center in Houston, Texas; and the Pomts of Light Foundatlon headquartered
n Washmgton D. C Each of these three orgamzatlons taps into the strong undercurrents of Falth famlly, and Fnends that

have shaped George Bush s life.

,The‘Georg’e ‘Bush Forty-One Endowment Campaign is like no other philanthropic endeavor in America. As perhaps the first

collaborative campaign oflts kind, contrlbutlons to thisi innovative fund will be dedlcated to the permanent endowments ofeach '

“of these three beneﬁtlng organlzaflons, ensuring that thelr contrlbutlons to the nation will continue far i into the Future

TH'E'GEORCEf‘BUSH PRESIDENTIAL LtBRAtiY FOUNDATLON

The George Bush Presidential lerary Center at Texas A& M University epitomizes the work and dedlcatlon to pubhc service that have
" marked the career of George Bush. Much more than a state-of-the-art museum capturing the story of a uniquely American world leader.

the George Bush Presidential Library Center is a dynamic learning environment dedicated to the idea that public service is a noble
calling: The Library Center is comprlsed ofthe George Bush Presidential Library and Museum, the George Bush School of Governmem
and Public Service, and the George Bush Presidential Library Foundation. The Foundation is a nonprofit educational foundation that -
not only sponsors its own programs and activities, but also provides. program and financial support to the Library Center.

THE"UNI\’.ERSIVTY OF TEXAS M.’ D, ANDE’RSON CANCER CE \‘TER

People every\\ here beneﬁt from research dlscoverles made at M. D. Anderson Cancer Center which U.8. News &5 U or /() Re,nm[ ranks

‘as the nation’s best cancer hospital. M. D. Anderson’s greatest strength ‘lies 'in translating scientific knowledge gained in the

laboratory to lmprove methods {OI dlagnosmg, tleatmg, and pre\ entlng cancer. IfS Faculty recelves more peer revw 16\\ ed resealcr

grants and conduct ‘more clinical trials of new therapies than any other institution in the country. President George Bush, who
N 1ecently complered a_ two-yvear term as Chairman of .M. D. Anderson’s Board of Visitors, epitomizes the commitment of many

dedicated volunteers.. Phllanthloplc suppont from The George and Bar bata BUsh Endowment for Innovative Cancel Research help
assure that M D. Anderson will contmue malung cancer hlStOI\

THE POINTS OF LIGHT FOLNDAT[ON
: P .
The - Thousand Points of Light” concept .was launched in 1988 when George Bush accepted the Republlean Nomination for
President of the United States. His words and vision created an organization that provides all Americans an opportunity to use their
time, talents, .and energy in service to others. The Points of Light Foundation believes that the world will be a better place if more
people are engaged as volunteers, and communities will be healthler when volunteerlng 1s central to the life and work ofall citizens.

Today, the Pomts ot Light Foundation & Volunteer Center Natlonal Network provides leadershlp at both local and natlonal levels
to organize and mobilize America’s greatest resource - its millions of volunteers - to tackle our toughest social problems, including
poverty, substance abuse, homelessness, crime, and:scores of other issues in ‘thousands of communities across the nation. Through
a network of more than 350 Volunteer Centers, in partnership with more than- 50,000 nonprofit agenCIes busmesses and
orgamnmons - the Foundation connects nearly 2.4 mxlhon people to vo]unteer opportunities each year.
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PROCEEDS FROM TIHHE EVENTS WL 1>I’._\I’.I-’\'i

THE GEORGE BUSH FORTY ONE ENDOWMENT

e I-I. WL L FUND TH [ P R MOUNE N T 'li NDOWMENTS N HIS HONOR .\'I"'

THE GEORGE BUSH PRESIDENTI'\L LIBRARY FOUNDATION
THE UNIVERSITY OF TL‘(AS M. D. A\IDLRSON CANCER CENTLER.
THE POINTS Oor LIGHT I*OUNDATION '

SCOGNIZING HIS LITETLAME Orf PUBII,_IC.'_SIiRVlCIi

“ough the course of his life’s work, George Bush became passionately and personally committed to three organizations that
e contributed to. America’s greatness: the George ‘Bush ‘Presidential lerary Foundation in College Station, Texas;
:University of Texas M. D. Anderson Cancer Center in Housfon, Texas, and the Points of Light Foundation; headquartered

Wasl'nngton D.C. Eacl'l of these three orgamzatlons taps into the strong undercurrents of falth IamxI_y, and Frlends that

e shaped George Bush’s life.

e George Bush Forty-One Endowment Campaign is like no other philanthropic endeavor in America. As perhaps the first
- laborative campaign of its kind, contributions to this innovative fund will be dedicated to the permanent endowments of each

these three benefiting organizations, ensuring that their contributions to the nation will continue far into the future.

THE GEORGE BUSH PRESIDENTIAL LIBRARY FOUNDATION

e George Bush Presidential Library Center at Texas A & M University epitomizes the work and dedication to public service that have
rked the career of George Bush. Much more than a state-of-the-art museum capturing the story of a uniquely American world leader,

: George Bush Presidential Library Center is.a dynamic learning environment dedicated to the idea that public service is a noble
Il_ng The Library Center is comprised of the George Bush Presidential Library and Museum, the George Bush School of Government
d Public Service, and the George Bush PresidentiaI_ Library Foundation: . The Foundation is a nonprofit educational foundation that
t only sponsors its own programs and activities, but also provides program and financial support to the Library Center. -

" THE UNIVERSITY OF TEXAS M. D. ANDERSON CANCER CENTER

‘ople everywhere benefit from research discoveries made at M. D. Anderson Cancer Center, which U.S. News ¢3 World Report ranks

the nation’s best cancer hospital: ‘M. D. Anderson’s greatest strength’ lies in translating: scientific knowledge gained in'the
»oratory to improve methods tor diagnosing, treating,.and preventing cancer. Its faculty receives more peer-reviewed research
ants and conduct more clinical trials of new therapies thanany otheér institution in the country.. President George Bush; who
cently completed a two-year term as Chairman of M. D. Anderson’s Board of Visitors, epltom1/e~ the commitment of many
dicated volunteers. Phllanthroplc support from The George and Barbard Bush Endowment for'Innovarive Cancer Research IleIps
sure that M. D.-Anderson will continue making cancer history."

THE POINTS OF LIGHT FOUNDATIO\I

“Thousand Pomts of nght Loncept was Idunched in 1988 when George. Bush’ accepted the Republican- Nomination for
esndent of the United States. His words and vision created an organization that provides all Americans an opportunity to use their
. ne, talents, and energy 1n_service to others. The Points.of nght Foundation belleves that the world-will bé a better pIace if more
:ople are engaged as v qunteers and communities wnll be healthier when volunteering is central to the life and work of all citizens.

“day, the Points of Light Foundation & Volunteer Center National Network pr0v1des leadership at both local and national levels

- organize and mobilize America’s greatest resource - its millions of volunteers - to tackle our. toughest social problems, including

»verty, substance abuse, homelessness, crime, and scores of other issues in thousands of communities across the nation. Through
network of more than 350 Volunteer Centers, in partnership with' more than 50, 000 nonprofit dgenmes, busmesses. and
dmzanons - the roundatxon connects nedrl\/ 2. 4 mlIIlon peopIe to vqunLeu 0pp01tumtles ed(hyedr
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BENEFACTOR $1.000,000

N

kln\)itations for a‘dinner hosted by President and Mrs. B_ush at their ;tpgtrlnient at the George Bush Presidential Lib_ratl\"‘ with-a special
guest speaket (apeaket and date to be detel mmed) ‘ ' l »
2 Invitations to participate in a celebntv golf event at Roya] Oaks' Go]t Course on F lldd\ June 11
4 lnvttatlons to a private VIP reception on rrlday, une |1 ‘
10 Invitations and special seating at a donor brunch at M.-D. Anderson Cancer Center on Saturday. June 12
10 Invitations to a special community service ev ent orgamzed by the Pomts of ngh[ Foundation on Saturday, June 12
20 Invitations to the V1P reception prior to the Blrthday Party at Mmute Maid Park with celebrities and dlgmtanes followed b\/ ‘
the Birthday Party & Concert with premler seating on Saturday, June 12 » ‘ '
20 Invitations for a luxury train-trip to the George Bush Pre51dent1al Library to view President Bush'’s parachure )ump.
' followed by a casual luncheon on Sunday June’ 13 ' . ‘ ' ‘ E
Recognmon on commemoratl\ e plaques at beneficiary orgamzatlons and commemorative, gltts for all guests
' Promment recogmtlon in the event prmted materlals and the event presentatlon screens.

: l";tir'_\\;\_t't\'cl \»".‘duc Sl().,,_(!f.'
UNDERWRITER $500,000

2 Invitations for a dininér hosted by President and Mrs. Bush‘at.their«apartment at the George Bush Presidential Library’-iw(ith a special
guest speaker (speaker and date to be determined) " ' ' ‘ ‘
2 Invitations to participate in‘a celebrity golf event at Royal Oaks Golf Course on Friday. June 11

2 lhvitations to'a private VIP reception on Friday, June 11

10 Invntattons and special seating at a. donor brunch at M. D. Anderson Cancer Center on. Saturday, June 12
10 . Invitations toa spec1al community service event orgamzed by the Pomts of Light Foundatlon on Saturday, June 12

20 Invitations to the VIP reception prior to the Blrthday Party at Minute Maid Park with celebrlttes and dignitaries tollowed by

the, Blrthday Party & Concert with premier seating on Saturday, June 12 S . ,

" -,'2:0 Invntatlons for a luxury tram trip to the George Bush PreSIdenttal Ltbrarv to view Pre51dent Bush'’s parachute jump, to llowed by a
“castial luncheon on Sunday, June 13 ’ _ '
~Recognition on commemorative plaques at benet1c1ary orgamzatlons and commemorative gifts for all guests
Prominent recognition in the event printed materlals and the event presentatlon screens

L Faie Market Value $10.40
CHAMP ro N §$2 5/(_);000

-2 Inv1tat10ns for'a dinner hosted by Presndent and Mrs. Bush at then apartment at the George Bush Presndentlal lerary wrth a special .
guest speaker (speal\er and date to be. determlned) ' . '
2. lnv1tatlons to part1c1pate n a celebrlty golt event at Royal Oaks Golf Course on Fnda\ June 11
2 Invitations to a private VIP reception on Friday, June 11 v - .
10 fInvttatlons and Specta] seating at a donor brunch at M. D. Anderson Cancer Center on Saturday, June 127
" 10 " Invitations to a special community service gvent organized by the- Points of Light Foundation on Saturday, June 12 -
20 Invitations to the VIP reception prior to the Blrthday Party at Minute Maid- Park \Vlth célebrities and dignitaries tollowed by
the Blrthday Party & Concert with premier seating on Saturday, June 12 O ' _

~-10 Invttatlons for a luxury train tr1p to the George Bush Presidential Library to view President Bush's parachute Jump. followed by a
casual luncheon ¢ on Sunday, June 13. Ten (10) addmonal invitations to the parachute jump and luncheon with complimentary

.. luxury bus transportation tor your other guests {
v Recognition on commemoratl\e plaques at beneﬁcnary orgamzattons and commemorative gifts for all guests . :
'Y'Promment recognition in the event printed materials and ‘the event presentatlon screens '

Far Market Value Sl(),-ilvv



Invitations to participate in a celebritv golf event ar Royal Oaks Golt Course on Friday, June 11
Invitations to a private VIP reception on Friday, Junc I
Invitations'and special seating at a donor brunch.at M. D. Anderson Cancer Center on Saturdav, June 12

Invitations to a special commumty service event o:aamzed by ‘the Points of nght Foundation on Saturday, June 12

= N O N O

0 Invitations to the VIP reception prior to the Buthda\ Party at Minute Maid Park with celebrities and dlgmmnci followed b\
the Birthday Partv & Concert with premier seafiiig on Saturday, June 12 . .
6 Invi tations for a luxury train trip, to the George Bush Presidential Library to view President Bush’s parachute jump, followed by.a-
casual luncheon on Sunday, June 13. Four (4) additional invitations to the parachute jump and 1unche0n with complimentary
luxury bus transportanon ‘ ' ‘ D o ' ‘
-Recognition on commemorative plaques at benehcml -y oxganlzanons and commemoratlve gifts for all guests

Spec1al recognition in the event printed materlals
Fare Market Vadue 35,29

P A’-TKR ON $50,000

Invitations to a private VIP recepnon on Fr\day. Jurie 11

Invitations and special seating at a donor brunch at M. D. Anderson Cancer Center on Saturday June 12

Invitations to a special community service event orgamzed by the Points of Light Foundation on Saturday, June 12

Invitations to a VIP reception prior to the Blrthda\ Party at Minute Maid Park with celebrities and dignitaries on Saturday, June 12
Additional invitations for guests to join you at the Birthday Party & Coricert, with premier seating on Saturday, June 12

DNV bDobAN

Invitations for a luxury train trip to the George Bush Presidential Library to view President'Bush’s parachute jump, followed by a
casual luncheon on'Sunday, June 13. Six (6) addmonal mwtanons to.thé parachute jump and luncheon \with complimentary luxury
bus transportation : ' :

Recogmnon on commemorative plaques at beneﬁmary orgamzatlons and Commemoratlve glfts for all guests

‘Special recognition in the event printed materials .
) Fair Market Value S4:91¢

L‘EADER .$25,00.0'

Inv1tat10ns to a special community service event organlzed by the Points of nght Foundation on Saturday, June 12
Invitations to a VIP reception prior to the Birthday Party at Minute Maid Park with celebrities and dignitaries on Saturday, June 12
Additional i invitations for guésts to join you at the Blrthday Party & Concert, with special seating on Saturday, June 12

DN DD

Invitations to view President Bush's parachute jump, followed by a casual 1uncheon at the George Bush Pre51dent1al Library on
Sunday, June 13 with complimeritary luxury bus transportation '

Recognmon in the event printed materials and a glft for host couple ,
. ’ I r\\“.'u‘liel Value $2,600

FRI END_$10,‘0050
2 Invnanons to a VIP receptlon prior to the Blrthday Party at Minute Maid Park with celebrities and dxgmtarxes on'Saturday, June 12
8 Additional invitations for guests to join you at the Blrthday Party & Concert, with special seating on Saturday, June 12
- 27 Invitations to view President Bush's parachute.jump. followed by a casual luncheon at the George Bush Presxdentla berarv on

Sunda\' June 13 Wlth compllmentary 1uxury bus transportatlon

Recognition in the event printed materials'and a gift for host couple
) ’ . ) o S ©Fai Marker Yalue $2.55

SU‘P.PORTER’ $5‘,0¥00"

2 Invxtatlons toa VIP reception PI‘IOI‘ to the Blrthday Party at Minute Maid Park with celebrities and dlgmtarles on Saturday, June 12

4 Invitations for guests to.join you at the Birthday Party & Concert, with special seating on Saturday, June 12
2. Invitationsto view President Bush's parachute jump, followed by a casual luncheon.at- the George Bush Presxdentlal lerary on
~ Sunday, June 13 with complimentary luxury bus transpor\‘ahon ‘

Recognition in the event printed materials and a glft for host couple ‘ o
! Fair Market Value St 15
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Yes, | wish to participate as & sponsar at the following level: (Please refer ta the Sponsor Benelits in the invitatton)

‘Benefactor ' S 1.000,000»: o - Patron .-50.000
Und‘e‘r\vr’iter ‘ ~ 500,000 P Lea‘(_{er ’ 25,000
Champion - _ ‘ 250.000 o K Friend , 10.000°
Spom‘or ‘ o 100,000 ' J Supporter ©75.000

’ Indlx 1dual Ticket Options |

Individual tickets for the w eel\end paclxagt at $250 per pelson for both the Sdlklldd\ Birthday Pdll‘\
& the Sunddy Paxdchute Jump/Luncheon

Individual tlckets at $200 per pelson for the Birthday. de ty on “Saturday only

. Indl\ldual tickets at $100 per. pelson tor the Par achute Jump & Luncheon on Sundd\ oni\

T would 1il\e to purchase round trip passes "on'l'he bus to College Station at $50 per person for the
parachute jump and luncheon. ' '

T/n fl“/ markel value of 1‘/« 1/1()141()1111/ lic K(/ru//u ac /ua/puu/m w /r/ e

. Tam unab]e to attend, but please accept this contnbunon in the amount of:$

Lru/ 1]1// will direc [/v /r( /u/// the //Uu be 11 i y' rtes //um( to //Je generotid tu/)po// nf our event underwitters.

(contmued other side)

P.O. Box 132036 * Houston, Texas 77219-2036 % 1-800-222-5087 * Iax :713-948-8708

bush4lfund@dinipariners.com % www.Al atS0.org




“Please print below L‘x;tct]i\' how vou would Tke vour witt 1o be recognized

f . - Llsllng tor recognition

Your Name - . - IR ‘Spouse/oyr]\c‘r :

; Qr‘g.ahizarion i

‘Addres§

: ..‘City '>  | : o - - - | ’ ' k:Srafve ] Zip Code

:: phioné L - ) S . = , ,
: Cbnt‘act Persoh ' V . . — E-mail avdd’ress‘ :

~Pléase maké vour éheél(,bé_yable to:

Greater Houston Community: Foundation / Ge‘orgé Bush ,.Fo_x“'t‘y‘-One Endowment :
P.O. Box 132036 ++ Houston, Texas  « 77219-2036 ' '
Phone: (800) 222-5087 » Fax: (713) 942-8708

The Greater Houston Community Foundation. (GHCF) isa tully tax-exempt public charity
under sections 501 (¢)(3) and 170 (b)(a)(A)(vi) of the Internal Revenue Code:
As a component fund of GHCF, gitts to the George Bush Forty-One Endowment
- are tax deductible to the extent allowed by law. S

PO Box 152036 -
»'Hou,srton, Texas 7,7219'_2()'”56 \ - .
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- Let s Discuss
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e Other

Comnients

(12727



Page 1 of 1

e WB

., Kent Craford o

= Fror'r_t: ‘Shelley Ashenfelter{ ] (b)(6)
- Sent:  Wednesday, March 10, 2004 11 20PM .
.. To: KentCraford. - :

_‘Su.bject: Re: Erank D'utach

 Kent,

- I‘ve pnnted thlS out to giveto Rove tomorrow but since you re dr1v1ng with him all day, you may want to prov1de 1t to
~him, so he has itin advance of the event 1 couldnt send 1t to h1m today because he was already gone from DC en
: route to here Thanks' : ' S . ST

o Shelley
.‘"P S Since you re stafﬁng h1m throughout the event I have you helplng in the photo room. Is that ok'7
o 'Kent Craford <craford@gallatmgroup com> wrote
| Shelley, here is Frenk s bIO '
| Frank Duicich is the President and owner of Pacific Seafood Group, headquartered in Clackamas, Oregon. A family-
- | owned company since 1941, Pacific is one of the five largest seafood processing and distribution companies inthe
{ United States. The company emiploys over 1500:people and operates several large fish processing plants in coastal.

"} communities in Oregon, Washington and Califomia. Mr Dulcrch isa Ploneer for President Bush and an act:ve supporter
‘ ‘of locaI and state Republrwn candrdates » : - :

[ Buisionis prepared todiscuss adm'"'s"a“" policy on fisheries quotas, and the need for balanced pohcles that
' remgnlze the mterests of aII seafood |nd ustry stakeholders mcludmg processors :

»| Ként Craford
| 920 SW Sixth, Suite 1250

.~ { Portland, OR 97204

"Ph: 503-220:0780°
< | Fx: 503-220-0867 .

| € 503-970-4978
www.pgallitingroup.com

& f_T_Do you Yahoo*" : ' ‘ '
By Yahoo' Search Find what vou re ]ookmg for faster.

3/11/2004
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The Oregonian

Promise puts river dred.g‘ing back on track

The administration scraps a "no-new-starts" policy and pledges money for deepening the
Columbia- - g S , , . .

02/03/04
JIM BARNETT

WASHINGTON - The Bush administration on Monday promised to- include money in its 2005
budget to deepen the Columbia River shlpplng channel ending a pollcy of no new starts" that
had threatened to delay work for years. :

Prospects appeared grim-as recently as September when a White House official said the $160
million project would be considered a new start and probably wouId be excluded from the
presrdent's budget. :

" But Sen-. Gordon Smith, R-Ore., said he secured a promise of -

money by appealing to President Bush and his top budget officials ¥ From Our Advertiser
as they assembled their annual spending plan going into an election

year. .

) "There has been a ot of effort extended on our part to try and make “—“

sure it was included,” Smith said. "I'll use all the tools-available to
me. And in this case, | think there isa fortunate eclipse of a good pollcy and political timing."

Concelved by the U. S Army Corps of Engineers more than a decade ago, the proyect would
deepen the channel by three feet to 43 feet, from Portland to the PaCIflC Ocean. It would allow
shlps to load more fully, cuttrng operatlng costs: :

- Officials with the Port of Portland and flve other ports on the Lower Columbia have said they need
a deeper channel to compete with deep-water ports serwng Seattle,; Tacoma and Los Angeles.

But the Bush admrini_stration_ had refused to earmark money for new projects in the corps' civil
works budget until this year, maklng exceptions only when required by law. Officials had said their
*.goal was to reduce the corps' $41 billion backlog of prolects that had been authorized but not
completed . :

The White House's decision to include the Columbla channel in its budget in 2005 and beyond
boosts chances the project will be completed by the corps target of mid- 2007, said Bill Wyatt
executrve director at the Port of Portland ' .

"We'd love to be done by 2007, but that wili obv1ously be a challenge Wyatt said. "In large part,
that will be up to the corps itself."”. : .

‘The White House promise of fundlng ¢ame in the form of a "Justlflcatlon sheet" in the corps’.
budget. It says the project rieeds $93 million in additional federal funds and that “the '
administration will propose construction‘fundlngvfor the project to Congress."




\The‘process ahead

The corps did not propose a specific amount for 2005 because the project must clear a review by .
" the White House Office of Management and Budget. Among other things, the review is intended
~ to ensure that the corps accurately assessed the project's cost and benefits. The corps recently

- estimated that the deepening project would return $1.66 for every $1 of cost.

. Smith said he had received assurances 'from the White House that the Columbia project would
clear the review. The senator sald he had been assured by aides to.Joshua Bolten, the budget.
ofﬂce d|rector :

"The green lightis definitel'y on,"-Smith said.

Congress still must approve any Spend'ing proposal from the corps. But inclusion in the budget:
“serves as a first line of defénse for.Smith and other members of Congress from the reglon who
must fend off competlng demands for federal money. :

Economlc I|,fe|me

" The deC|s|on to include the prOJect is remarkable given the limited resources the administration "
- allocated to the corps' civil works budget, Smith said. The corps proposed spendlng a total of
$4.2 billion, the same as it did for 2004 ‘ : B

- Smith said he succeeded in persuading Bush of'th.e'Cqumbia s importance as an economic
~ lifeline to Oregon, which has had a difficult time recovering from the recession and Wthh '
promrses to be a battleground in November's presldentlal eIectlon :

»"They are interested in creating and preserving JObS " Smlth sa|d "And there are few things that
could be proposed for Oregon s sake to create and preserve JObS more than that channel
deepening.”

Ata news conference corps officials satd they had proposed funding for. only three new civil
works projects in 2005. Each was selected because it was expected to produce a high return on.
taxpayer dollars, they sa|d The promlse of funds for the Columbla prOJect is not part of the corps'
request : :

- f'Frugal budget"

"ThlS isa frugal budget that reﬂects the prlorltles of a nation at war,"” said John P. Woodley Jr
- assistant secretary of the Army- for clvrl works

"~ Woodley, who assumed his post in August said-he was not aware of the no-new-starts pollcy A
~ corps spokeswoman confirmed that the' poItcy had exnsted but apparently no longer was belng
enforced by the budget offlce v

"'There was a no-new- starts pohcy at some pomt ! Carot Sanders said. "But | really don't know -
what happened to it. They must have changed their pohcy in the interim.” :

The Columbta project recelved a totat of $10 million from Congress in previous years, but it was -
-not included in previous- administration budgets. Marcus Peacock, an associate director of the
White House budget office, said in September that the Columbta prOJect woutd be consrdered
new because no dredging contracts had been awarded : -



“Our generat policy is to déal w1th the backlog we've got Peacock told The Oregonian. "The
more new starts you put |nto the backlog the more everythmg gets stretched out, and everybody
suffers.” .

Peacock and other budget officials did not return calls for comment Monday.

Jim Barnett: jim.barnett@newhouse.com; 503-294-7604 -



Nethercutt to push deepening p1an

Saturday, February 21, 2004 .
By 'ERIK ROBINSON, Co1umb1an staff wr1ter -

- U.s. Reﬁ George Nethercutt vowed to push for monéy to deepen the Columbia
River s 1pﬁ1ng channel for bigger modern sh1ps dur1ng a Friday afternoon.
visit to the Port of vancouver. :

"I'm on the A propriations Committee, and this 4s our time to f1ght for
- the money," he told a group of business, labor and agr1cu1tura1 leaders who
gathered for a round tab1e discussion at the port. "It rea11y is critical-
“for our state. : _

Nethercutt who is runn1ng aga1nst Democrat1c Sen Patty Murray, said in
an interview afterward that he will ‘use his relationship with fellow
"Republican George W. Bush to ensure ‘support from the wh1te House.

Ad]usted for dinflation,: and fu11y funded, it will cost $150 5 m1111on to
deepen the river from 40 to 43 feet between Vancouver and Astoria, Ore.

‘The pres1dent included a 11ne item for Co1umb1a dredg1ng in a budget
proposal he submitted to Congress earlier this month but he hasn't yet
,penc11ed in -any money for the project. =

v Nethercutt said he believes he can get Bush 3 support for
channe1 deepen1ng

: The pres1dent s been here to our state and he knows the importance of
a mu1t1p1e -use river system," Nethercutt sa1d '

»Dredg1n% supﬁorters are 1ook1ng for $15 m1111on from the federal
government fo e fiscal year that begins in october. The money would be
~added to $55 million already committed by state legislatures in washington

and Oregon and $10 million already funded by the federa1 ~government,
pr1mar1 y for env1ronmenta1 restoration.

L Nethercutt said he has 1ong supported channe1 deepen1ng because it
benefits his constituents in Eastern washington who barge grain downriver.
‘Murray, too, has strongly supported the proposal, ‘as has most of the
po11t1ca1 power: structure 1n Wash1ngton and . Oregon

But Nethercutt sa1d he's in a better position to f1nd the money, because .
his party contro1s Congress and the wh1te House. - o

. "I'm happy to work w1th her," Nethercutt sa1d of. Murray But‘she s not
in the majority, so it's a 11tt1e more difficult for her I m going to be a
strong advocate of th1s . : :

“The Army Corps of- Engineers be1ieves the project will generate $1.66-1in
transportation benefits %or every tax dollar spent. :

corps economists figure that transportat1on savings w11 accrue. because
ships will be able to haul more material in a deeper channel, although the
~agency doesn't break down those benef1ts for farmers, sh1pp1ng companies or
overseas consumers. '

“Local port officials tout the. benef1ts of a deeper channe1 to the gra1n
sh1ps that call at the Port of vancouver

But the corps calculates that a1most two- th1rds of the pro;ect S
benefits will accrue to the higher-value merchandise hauled aboard giant
cohtainer ships calling at the Port of Portland. A growing segment of the
globe's fleet of container ships already drafts more than 50 feet of water
when fully Toaded, throwing into question the future economic v1ab111ty of
Tocal ports even w1th a . 43-foot-deep channe1



Editorials

- Time tO move on channel prOjeCt Wlth an mtense agency review completed Congress and the White House
‘need to fund a deeper shipping lane

01/14/04

ltwas the bureaucratlc equivalent of a whlsper but the U.S. Army Corps of Englneers opened the door Iast week for the crmcally »
|mportant dredgmg pro_|ect on the Columbia Rlver '

_ The project wnll deepen the middle of the river's shipping channel to 43 feet, from 40. ¥ From Our Advertiser
It's important because channel deepening is the best way to keep the Columbia's 3
inland river ports - Portland's in particular -- competitive with other West Coast ports
~as a new generation of bigger cargo ships begins operating. The corps decision ends
_ the federal-agency review process and allows the. project to get under way at long last.

Or it would, if Congress and the Bush administration can be persuaded to get moving.
You'll recall that iast fall, the Northwest's congressional detegation narrowly missed

- getting skunked on this in the federal budget. instead of the $20 million that channel-
: deepenlng supporters had hoped for, the admmlstratlon reclassified the project as

‘ new 'and zeroed it out of the budget.

The delegation. tried to get $5 million restored, just to keep the project alive, and finally
managed to scrape up $3.5 million. Now, advocates hope the White House will include é
~ $15 million in the 2004-05 federal budget proposal due in February '

The corps decnslon was the last major hurdle ina serles of them thrown up during an - e : . :
intense two-year review of channel deepening. It included reassessments of the prOJects predrcted economic impact (it returns
more than $1.60 for each $1 of federal money invested, and far more if you'look at it from the local perspective) and its.
environmental impact (it received green Ilghts from federal and-state endangered-species and clean-water regulators). The ports
of Portland and Vancouver also settled a major enwronmental lawsuit in the process.

~‘No one dares hope that it could go forward now w1thout addltlonal envrronmental litigation, although that would be nice. Whatever.
happens on that front though the project appears to be on frmer ground asa result of this latest round of regulatory revrew

'-.‘The administration may well have believed it was being prudent last fall when it seemed to back away from funding channel
deepening. After all, the review had not been completed, so the actual project required relatlvely flittle money. Now, though, the
White House ought to go ahead. ‘ ‘ ,

The overall trade beneﬁts are obvious. The Port of Portland has a robust lmport business, which should be nurtured in this trade- -
oriented region. But Portland is more than just trade oriented. The port is, specifically, export oriented — serving the needs of
agricultural producers and bulk cargo shippers. Its location, at the intersection of the key river, rail and highway transportation
systems, makes it easier and cheaper for inland shippers. The additional hauhng costs to reach Puget Sound or California could
well spell the dlfference between competitive exports and no exports for some. :

» Ultrmately these thln_gs add up to justification for thlS project.’ And,‘whly‘le itis small by federal spending standards; it's an important - v
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HUD’S ONE PACKAGE APPROACH LIMITS COMPETITION
[RESPONSE TO OMB QUESTION AS TO WHY A ONE-PACKAGE APPROACH RESULTS IN .{
‘ NON-COMPETITIVE OUTCOMES]

HUD's proposed RESPA rules—even. allowing for sub-packaging—give lenders complete

~ control over the origination and: closing process. It is NAR’s strong belief that HUD's one:

' package approach will limit competition and thereby harm both consumers and small .
 businesses, including real estate brokérs and agents. Consumers will have fewer choices and pay

higher prices. Smaller lenders and settlement service. provza’ers will be a’zsaa’vantagea’ as the ..

industry ‘consolidates; competition a’eclznes and large lenders’ take control. Only. a true two-

) package approach that permits non-lenders to package a’zrectly to the consumer without lender

veto power over consumer choice, will foster competition ana’ enable HUD to achieve its basic
,ﬂob]ectzves without a’zsruptmg the marketplace

H UD s-one package proposal wzll llmlt competttton by tytng the deltvery of settlement servzces
to the mortgage ortgmatton process

By mandatmg a “one package™ approach which includes sub—packagmg, HUD’s regulatlon will
effectively place the entire- ongInatlon and closmg process in the control of lenders. - While
~ settlement service providers—-via : sub- -packaging—can -compete to be ircluded in: lenders '
' packages, it is lenders—not consumers——that Wlll ultimately select the packages to use..

' HUD s proposal to encourage the tyIng of two dlstmctly dIfferent kinds of services. is
perplexing at best. Typically, the government chooses to regulate an industry in order to address
- problems associated with market failure. Iromcally, one common type of market failure. relates-
“ to the very practice that HUD is attempting to promote, namely, requiring that a purchaser buy
" one commodity in order to purchase another commodity. HUD argues that its regulated tying
arrangement will lower prices for consumers. However, both economiic theory and real world
examples suggest that quite the oppos1te could occur. '

Februaty 20 2004 Inside Mortgage anance The tOp 15 retail OrIgInatOIs led by Wells Fargo
Home Mortgage, represented 69.9 percent of the total $1.55 trillion in production for the channel o
last year. In the overall market the top 15 lenders accounted for 68.3 peIcent of total s
orl g1nat10ns ‘

" REALTOR®is 4 registered collective membershlp mark whlch may be used Only by S ’ ) :
~ real estate professionals who are members of the NATIONAL ASSOCIATION OF REALTORS® : : .
and subscnbe to its stnct Code of Ethics. .. . ’
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The Unrted States has a long hrstory of consrderrng the tyrng together of separate products an-
“anticompetitive practice. - Under settled precedent, an arrangement can be considered unlawful
tying when it involves two separate products. In Jefferson Parish Hospital District No. 2 v. -
- Hyde, 466 U. S.-2 (1984), the Supreme Court ruled that anesthesiology services constituted a

, product separate from other services provided by a hospital. The Court explained that the key
- factor was "whether the arrangement links two distinct product markets that are 'distinguishable
in the eyes of buyers'. Because patients understood that . anesthesiology. services could be
purchased separately from other hosprtal-based amenities, the Supreme Court held that these.

. -weretwo separate products US V. Mrcrosoft crtrng Jefferson Parrsh Dec. 11, 1997.

P ‘Bight years later in Bastman Kodak Co v. Image Technrcal Servrces 504 U. S 451 (1992) The -
- Supreme Court applred its Jefferson Parish- criteria in considering whether service and parts for

- “the mairtenance of copier equrpment constituted "separate products." For service and parts to be |

consrdered distinct products the Eastman Kodak Court ‘said that "there must be sufﬁcrent
~ consumer demand so that it is efficient for a firm to provide service scparately from parts." Id. at
462. That test was satisfied in Eastman Kodak by evidence that service and parts had been sold -
' separately in the past and continued to be offered separately to equrpment owners capable of
_' servrcrng their own coprers Id at a463. - : -

Settlement services and a mortgage loan clearly meet- the test of separate products under anti- -
- tying law.  Just as lenders have expertise in those areas covered by the 800 series on the HUD-1
settlement statement, title agencres/companres and real estate brokers affiliated with them have
) expertrse in the areas covered by the 1100-1300 series on the HUD -1 settlement statement. . A

. consumer can separately- purchase settlement services with or without a mortgage loan, just as -

anesthesrology services can be purchased separately from other hospital services, and copier
- service and parts separate from the copier. The United States most recently affirmed this
- position in the Microsoft case; where the government argued that the tying together of operating
“system and software "was pure boltrng, which caused the very harms targeted by tying law:
“substantial impairment of consumer choice on the merits between [products] Brief of the . -
Unrted States, US v. Mrcrosoft : : : R

The HUD plan to tie together settlement services wrth a mortgage loan through: a lender is
- conceptually identical to these cases: pure "bolting", an anticompetitive practice which results in
. _the "substantial impairment of consumer choice" between products they could otherwise choose ,
- on the merits. . The only difference is that in this case, it is the government encouraging a - -
~ practice deemed antrcompetrtrve practrce by the courts the Justrce Department and the interests * -
of publrcpolrcy :

. HUD’s one- package approach requrres consumers who want a guaranteed rrrtcrest rate and
_ orrgrnatron fee to purchase settlement services from the lender as opposed to another provider.
The one package approach proposed by HUD is in effect creating a bundled sale that runs against

- informed consumer demand. = A tie-in forces buyers to live with second best options. (see

Warren Grimes, “The. Antitrust Tying Law Schism,” ‘Antitrust Law Journal, Volume 70 Issue 1
©(2002), p-200) In contrast, the two—package approach will allow borrowers to optimize each of
" the two components of the package. In short; the lender controls the settlement process under a

i ’one package approach due the rnclusron of the rnterest rate in the package whrle it1s consumers
T ) ) . . .




““'who control the settlement process under atwo package approach a more favorable outcome for :

_the marketplace

~ The government s case for creating the tie-in appears to rest on- the argument that the closrng
" process is too complex, and that consumers need the srmplrﬁcatron offered by the one-package

~approach to make the best deécision. As descrrbed in more detail below, this is simply not the" .
‘case. Moreover, information asymmetrres between the. lenders and the borrower could actually'

"‘_lead to abusrve prrcrng practrces under the one package approach Accordrng to Grrmes

[nformatzon vozds may undermzne the dzsczplzne that would channel seller behavior zn-‘
the absence of the tie. ‘A tying seller, even if it lacks dominance in the tying market, can

- exploit these voids to exercise additional power over ‘output and prices, perhaps raising
" 'the costs of rival f rms or znvztzng them to engage in a. szmzlarly exploztatzve tyzng
. practice. ”(p 200) v »

vThc lendrng 1ndustry is already movrng to a hrghly concentr atcd structure with small numbers of
players accounting for the vast majority of loans, By mandatrng a “‘one package” approach,
~ HUD’s regulation will only accelerate this- trend and place settlement service provrders at the

B mercy of largc natronal banks
o . A Tlue Two Package Model Prohrblts the Tymg of GSP’s to GMP’

- _The drstrnctron between a true two- package approach and a one- package approach is clear: the ,
= lender controls the settlement process under a one—package approach due to the inclusion of the

- }.lrnterest rate in the package, while the consumer controls the settlement process under a two-
. package approach A two-package approach prohibits a lender that offers both a GMP and a GSP

o r»,:from requiring a consumer to purchase its GSP in order to purchase its GMP or obtain a loan at a
" particular interest rate. This prohrbrtron ensures that non-lenders can create and market

' settlement packages directly to the consumer. This is far different than the concept described in
the proposal that permits subpackagrng where the subpackager must first seek approval from the

agarnst poor qualrty packages and therefore will ‘be granted the ability to reject a package for
“market to consumers must be a true right and not one in name- only under the guise of

subpackagrng This ‘approach .will ensure that non-lenders can package and - consumers. will
- benefit from the added competrtron and addrtronal chorce L

R (A Jull dzscusszon of the antz tyzng provzszons is zncluded in the NAR February ] ] 2004 lettei t0 _’ &
oM ,. . | ‘

-

- lender before marketing it to the consumer.. Obviously, lenders must have some protection o

- reasons that are reasonable and obJectrve However the abrlrty to independently package and -




. Lender Only Competmon is Not Enough to Drrve Pr ices Down
) \

HUD argues that competition among lenders will drive prices down to their lowest possible level
’ and that any savings associated with the bundhng process will be passed through to consumers.
~However, evidence from the banking industry makes this conclusion somewhat quest10nable

‘Depositories now derive roughly 40 percent of their revenues -from non-interest income,
~including fees on checkmg accounts. According to a recent survey by Bankrate.com, these fees
have increased dramatically in recent years. For example, the cost of using an ATM rose from
an average of 89 cents in 1998 to $1.40 in 2003, a 57 percent increase in just five years.  The
average charge for a bounced check rose by about 20 percent over the same period of time..

- There is no reason to assume that competitive pressures for banks to lower the prices charged for = -
© " settlement services will be any different from the competitive pressures they currently face to
- lower fees on other consumer products. Indeed, HUD’s regulation will create a new profit center
for depositories that they will be eager to exploit. If consumers’ experiences with their checking
accounts and ATMs are any indicators, HUD’s assertion that compet1t10n among lende1s w1ll
) lowe1 the costs of. settlement ser v1ces 1S clea11y mrstaken Co

The danger that HUD’s proposal couldhave an adverse effect on competition is heightened by. -
another pending regulatory change——the Federal Reseive’s proposed rule that would permit

~financial holding companies to operate real estate brokerage firms. Combined, these two ;

' proposals would bring virtually very every: aspect of the real estate transaction under the .
: '1nc1 easing 1nﬂuence of large ﬁnancral 1nst1tutlons : : ‘

- _The market ‘not.the regulator, shOuld determme the most “efﬁ'cient approach to deliveringﬁ o

_sérvices. Any regulation that artrﬁcrally changes the structure of an industry or encourages.
~ practices that could have an adverse 1mpact on consumers should be viewed with caution.

The two package approach can ach1eve the basic benefits- sought by HUD w1th0ut the negatrve :
consequences : . ‘ .

i A two-package approach will not be overly complex R

‘As noted above HUD has argued that the two-package app10ach will be too confusing for thca
borrower and will not produce the desired competitive results.- However, the additional search.
costs assocrated with a two-package approach are likely to be m1n1mal

“The process “of searching for a. mortgage is - adm1ttedly complex : However, most of the

“complexity relates to the costs of the ‘mortgage itself. Assessing the relative. attractiveness of
“competing mortgage offers involves comphcated trade offs between the interest rate, the up-front
fee, the length of the mortgage, and the type of loan (e.8., fixed rate, one year adjustable, 5 year
ARM, etc.) Indeed, the options-are so numerous that only a few can be presented on a lender’s _

- web site or listed in the local newspaper and even the most experrenced borrower rarely, if ever

B ' »leams them all.” : :



j

In contrast; the relative costs of different 'settlement services.packages can be compared on just
- one dimension: the price for each service. - These prices can be readily displayed and easily

understood even by an unsophisticated consumer. As a result, it is difficult to see how allowing .
borrowers to select their own settlement services packages would significantly add to the costs of

- their search. In any event, consumers unwrllmg to go through the trouble can always use the
lender’s offering instead . . .

s

HUD s apparent concern over the add1t1onal search' costs of a two- package approach also fails to.

recognize the fact that consumers are becommg increasingly sophisticated in their ab1l1ty to shop

- for mortgages. Indeed, reﬁnancmg a mortgage has become something of a national pastime in

the past few years. According to the New York Federal Reserve,. one. out of every four ~
mortgages was refinanced in 2003.” What was once a rare event has become a relatively familiar

._-one to many Amencan households

At the same trme the 1nfonnatron that is avarlahle to consumers. has increased dramatrcally =

Information on both closing costs and mortgage rates can be easily obtained over the Interiiet,
and an increasing number of consumers are using the web to comparat1ve shop. Most major

- newspapers contain weekly listings of lenders’ mortgage offcrmgs and an increasing number of

settlement services providers are advertising there as well. ‘In short, technology and market

- innovations are already reducmg the costs of the search and th1s trend will only continue,

~ For all of these reasons, NAR urges -you to- reJect the HUD smgle package GMP model and

instead consider the true two-package model that permits anyone to package including real estate

- brokers and non-seftlement service prov1ders This model ensures that consumers will have

many choices in the marketplace beneﬁtmg the real estate mdustry through- healthy and fair
compet1t10n : -
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‘From:  Eckert, Ellen E. o A

Sent:  Monday, February 02, 2004 12: 56 PM
Subject: Bolten budget brleﬂng ‘

THE WHITE HOUSE

Office of.the;Press Secretary

For Immediate Release ‘ -b-'> - .. - - February 2,_2004;

- PRESS BRIEFING
. ON THE BUDGET
: . BY
OFFICE OF MANAGEMENT AND BUDGET DIRECTOR JOSH BOLTEN

Pres1dent1al Hall
Elsenhower Executive Offlce Bulldlng

10:32 A.M. EST

. DIRECTOR BOLTEN: Good morning. The President's.2005 budget
which we are reléasing this morning, continues to support and advance
three overriding national priorities: winning the war on. terror,
protectlng the homeland and strengthening the economy

The Pre51dent is commltted to spending what 18 necessary to
provide for our security and restraining spending elsewhere. Since
September 11, 2001, more than three-quarters of the increase in the
federal government's discretionary spending has been directly related
to our response to the attacks, enhanced homeland security and the
war on terror o ' ' '

The Pres1dent s 2005 budget contlnues this spendlng trend --
significant increases 'in essential fundlng for our security programs,
combined with a dramatic reduction in the growth of dlscretlonary
spending unrelated to security. With Congress help in enacting the.
budget we transmit today, we will be well on the path to cutting the
deficit in half within five years.

We- find it useful when we are talking about the budget to divide -
it into three categories overall. First, defense, which is -the
Defense Department.  Second is homeland security, which is not
‘congruent with the Department. of Homeland Security, -- most of the
‘Department's budget is in this category, but some is not. And there
are a lot of other expenditures in other departments, such as Health
and Human Services, Agriculture, Justice, that fall within the
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homeland security category And then th1rd here is everything else
-- non-defense, non- homeland spendlng :

The President's budget 1ncreases_defense‘spending by 7 percent -
- that's the yellow 7 percent over there -- to support our -men and
women in uniform and transform our military to ensure America has the
best trained and equipped armed forces in the world. The budget
~increases homeland security by nearly 10 percent, to strengthen
capabilities created to prevent future attacks. -And it holds the
rest of discretionary spending to half of 1 percent, less than the
rate of inflation, while continuing to increase funding for key
priorities, such as the President's No Child Left Behind education
reforms. : R o '

N The President's budget is built on the sensible premise that
government spending should grow no faster than the average increase
in American family incomes of approximately 4 percent. This budget
proposes to hold the growth in total discretionary spending to 3.9
percent, and, again, to reduce the growth in non-defense, non-
homeland security spending to half of 1 percent below. the rate of
inflation. »

. In the last budget year of the prevlous admlnlstratlon, 2001, as
" shown here, discretionary spending unrelated to defense or homeland
security soared by 15 percent. With the adoption of President Bush's
first budget, here, in 2002, the growth rate was reduced to 6

percent, then 5 percent the following year, 4 percent for the current:
fiscal year we're in, fiscal '04, and then in the President's 2005
'proposal, to half of l.percent. : '

The President's budget builds on the pro-growth economlc
policies that have laid the foundation for the economic recovery now
underway ‘and for sustained economlc growth: and job creatlon 1n the
years ahead.

The President's tax cuts have been critical to achieving his
. priority of strengthening the economy and creating jobs. Perhaps the
- best timed in American histery, these tax cuts deserve much credit
for today's brightening economic picture. That picture includes nine
- consecutive quarters of pOS1t1ve growth through the end of 2003, .the
highest quarterly growth in 20 years -- that was an 8.2 percent
annual rate in the third. quarter of 2003 -- and the highest. growth
for any six month perlod in 20 years, as well

The picture also 1ncludes extraordlnary product1v1ty growth
continued strength in housing starts and retail sales, and
encouraging signs of renewed business investment. These indicators
‘'suggest that job growth, which typlcally lags recovery, should
- continue to strengthen in the months ahead. :

The President will not be satlsfled however until every
American who wants a 'job can find a job.  So this budget supports the
President's six-point plan for economic and. jobs growth, including
making permanent. the tax relief that has fueled our economic
- recovery.  The sustained growth that this budget supports will be
good news for our budget picture, as well. 'As the economy improves,
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treasury revenues will, as well.

, Like America, ‘itself, the federal budget has faced extraordinary
challenges in recent years: the stock market collapse‘that began in
early 2000, a recession that was fully underway in early 2001,
revelation of corporate scandals years in the maklng, and of course,
the September 11th attacks and the ensulng war on terror.

With treasury recelpts only beglnnlng to reflect a recovering
economy, and majorvongolng‘expendltures in Iraq, Afghanistan and -
elsewhere in the war on terror, we st111 face a prOJected $521.
billion deficit for the 2004 fiscal year. That size deficit, at 4.5
percent of GDP, is not hlstorlcally out of range. Deficits have been
~this large, or larger, in six of the last 25 years, including a peak
' of 6 percent in 1983. . G . S

Under. the c1rcumstances that created 1t today's deficit is
~certainly understandable. ~ But that def1c1t.rs also undesirable and
unwelcome. And with Congress' help, we will bring it down. With
‘continuation of the President's economiC«growthvpolicies and sound
spending restraint, as reflected in the budget we're releasing today,
our projections show the deficit will be cut by more than half. over
the next flve years.

: This dramatic reduction begins in the fiscal year of this

~ budget, 2005, for which we are projecting a deficit of $364 billion,
roughly 3 percent of GDP. That's the second green line shown on the.
chart there. The rapld deficit reductions continue in subsequent
yvears, with our projections showing the deficit falling to 1.6 -
percent of GDP by 2009, over here. This is not only well below half
‘its current 4.5 percent level, it's also well below the 2.2 percent .
average deficit during the last 40 years ‘

The deficit reduction you see reflected on this chart is the
combined effect of economic growth and spending restraint. As the
economy recovers, tax receipts as a percentage of GDP rise to.
historical levels by the end of the budget window, while spendlng
restralnt keeps outlays flat or sllghtly decllnlng as a share of GDP.

The spendlng restra1nt reflected in the budget is not automatlc,
so we are also proposing new statutory budget enforcement mechanisms,
~establishing in law limits on both d1sCretionary and mandatory :
'spending,Land requiring that any increase in spending be paid for by
spending offsets. And the President is keeping his admlnlstratlon
~ focused on what the American people care- ‘about: results.

.. The measure of government success is not how much we spend, but
rather how much we accomplish. This budget includes a scorecard that
measures the progress Agencies are making in achieving results so
©that the government continues'to be accountable to the taXpayers

Slnce Pre51dent Bush took office our natlon has confronted a
'cascadlng set of challenges. The President and Congress responded- on
~all fronts, with tax relief to get the economy going, the largest
reorganization of the federal government in 50 years to create a new
“Department of Homeland Security, and the largest increases in the
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defense budget since the Reagan admlnlstratlon, to wage and win the
war on terror : '

v The Pres1dent s 2005 budget builds on this record of
“accomplishment. With renewed economic growth and the Congress'
cooperation in restraining spending and focusing it on our most
critical priorities, we can accomplish the great goals the President
"has set for the country while dramatlcally improving our budget
s1tuatlon - v :

I'd be pleased to take your questions.

Q A couple numbers questions, if I could, and then a broader,
thematic question. Do you have a total number of programs belng cut
and eliminated, two categorles?

DIRECTOR BOLTEN: Yes. We -- this budget shows a -- and this is
for major programs, but we are proposing terminations of 65 programs,
many of those have been carried in previous budgets but. there are
some new ones, as well. And it also proposes reductions in about 63
major programs. : : ' ‘ : ' :

Q Your recelpts tablebwas two totals, one that includes
. proposals assumed in the baseline -- that s your language -- one that
does not What does that mean?

DIRECTOR BOLTEN I'm not ‘sure. Austin, what --

o MR. SMYTHE We assume in the basellne that we used, the
starting point for the budget, we assume the extension of 2001 and’
2003 tax cuts. We end up at the same bottom line, regardless of what
baseline we use. We also assumed and proposed the extension of those
tax cuts- 1n the Pres1dent s budget.

Q Okay. One more, if I could, a broader question. The
President says in almost every stump speech, I came to this office to
tackle problems, not to pass them on to future generations and future .
presidents. -With these soaring deficits, aren't we getting to the
point where future generations are going to end up footing the bill
here? .

_ DIRECTOR BOLTEN: We do face long term problems with our
~entitlements, -and this budget is'designed to address not only the

" short-term problems, but the long-term problems. It puts us on a

- ‘responsible path in the short run. And in .the longer run what we .
- need to do is address our exploding problem with. unfunded liabilities
in our entitlement programs. - And this budget will put us on the path
vto begln that process : :

-In the shorter run, as shown here in these figures, what the
President is proposing is a budget that will dramatically reduce the
deficit to a point where hopefully.we will be headed shortly toward a
- balanced budget and will put the country in a good position to
address the longer run problems that are contained in our entitlement
programs and will begln to be reallzed ‘when the baby boom generatlon"
starts to retlre :
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: - .Q . ‘Can you explaln how the Whlte House and Congress
m1sca1cu1ated the true cost of the Medlcare prescrlptlon drug plan°
‘DIRECTOR BOLTEN: There was no. m1scalculat10n The CBO estlmate
for the. prescription. drug bill was and remains $395 billion per
year. The HHS actuaries, those over at the Department of Health and
Human Services, had dlfferent’estimates, they had different estimates
all along, in a very technical.and complicated area. And they've
tried to resolve some differences but they -- some of the dlfferences
have remained, they're Stlll working on them. . And their deficit --
_ their projection of the cost of the Medicare bill has come out to be
higher. But there has been no miscalculation about those numbers.
There's a disagreement between actuaries about it. Now what's
important is, that as the legislation is being done, there's only one
'scorecard, and that's the CBO scorecard. This happens pretty often.

In tax}legislation,.for>example, when we were doing the '03. tax
cuts, the legislation required that the tax cut be limited to $350
billion.® That's by CBO scoring. Treasury scoring, 'as it turned out,
was different. It was about $60 billion: less for the tax cuts that:
were ;actually enacted. But 'what counts is the $350 billion for the
tax cut that was made in '03. And that's what the members were
voting on. So it's very common for there to be differences. This .

- was an unusually large difference, but it's one in a very complicated
‘area, where there are wide differences of opinion about assumptions
and about some of the new programs going forward, because they
espec1ally involve a lot of private sector part1c1pat10n '

Q. Can you describe what the w1de dlfferences of oplnlon are,
in terms of how many people ‘are. joining up - :

7 DIRECTOR BOLTEN:~ Well, I ll have to dlrect you to HHS and the
other experts on what the precise ‘differences were. .I understand
that some of the differences included different estimates about how
quickly the volume-buying discounts would kick in for prescription
drug purchases, there were different assumptions about how widespread
participation would be, both by individuals and by private plans.

Very technlcalvstuff veryfdlfflcult to predict. .So it's not
surprising that there’ ‘were differences. The important part is that

"~ CBO has made an estimate. As recently as last week the CBO dlrector

stood by that estimate. That's what the members were voting on when
the administration was calling for a $400 billion bill. We were
calling for a bill. that met CBO requirements " and. that there is a
difference with the HHS. actuaries is not surprising and shouldn t
'change anybody's v1ew of the overall Medlcare blll ‘ :

‘ Q When the Pres1dent makes the pledge to cut the deficit in
~half, can you clarify, is he talking about a.percentage of GDP or
‘constant dollars? ~ And when does the clock start, because . cutting it
in half after $500 billion is different than $375 billion.

DIRECTOR BOLTEN{. The deficit we're cuttlng in half -- that the

President has set the goal of cutting in half -- is the '04 deficit,
the peak deficit, which we project at:$521 billion;‘which‘is about
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4.5 percent of GDP. When we talk about it, we're talking about it as
a percent of GDP, because that's the way the economists look at it.
The nominal number isn't the important number, as far as the economy
is concerned. What's important about a deficit is, what is its size
in relation to the overall economy,_what is its tendency to soak up
capital that would otherwise be used in the private -sector.

So ‘economists tell you that the right and the relevant way to
look at a deficit is as a percent of GDP, as we do in this chart.
Now, for those who want to look at nominal numbers, the path we' --
that is projected in our budget, ‘you'll see in the numbers, also
shows that we're cutting it in half by that measure, as well. So you
can pick your measure. The economists will tell you this is the
right measure. The President's plan puts us on a path to cut the
»deficit in half, either way.

Q Along the same lines, two questlons about the deficit. Why
do you keep talking about 2009, when the chart shows you cut the
deficit in half by 20067 And if you extended this chart out for
another five years, what would it look 1like?

DIRECTOR BOLTEN: Taking the latter part first, we do five-year
‘budgeting, so we don't have this chart going out another five years.
I know CBO does 1l0-year estimates. But as we present budgets, we do
"it on a five-year basis, so I don't have numbers for you on what ;
happens in the subsequent five years. But my expectation is that we
would have a contlnulng trend of brlnglng these def1c1t numbers down.

As to why we focus on 2009 rather than 2006 we're belng
conservative. '~ The budget window is a five-year window; the President
has spoken about cutting the deficit in half within five years, and
we want to be sure it's ‘a realistic goal that is well met. And as
- you can see from these numbers, it is well met. i

Q I know you just said that you think that if you had
extended that out, that the trend would continue. The Congreéssional
Budget Office shows -- ‘says that if you make the tax cuts permanent,
~actually the trend would reverse and we'd start seeing larger
deficits. I'm curious why you think you shouldn't budget beyond flve
.years, but you should be making policy prescrlptlons out well beyond
five years -- in 2011, PreS1dent Bush won't even be Pres1dent even
- if he is reelected.

DIRECTOR BOLTEN: Well, the policies that are good policies are
policies that ought to perS1st  And that applies especially to our
tax code, on which people-use to plan to make their investments. So
it makes sense to put pollc1es like the tax cuts that the President
_has proposed put them in place permanently

Five-year budgetlng we've moved to because that's a rational
period within which to wview the budget. The budget estimators have
very difficult jobs and they've -- but whether you're at OMB .or CBO:
or Treasury, or wherever you are, the track record is not exactly
perfect. The average miscalculation on a one-year basis, like trying
to calculate for the year ahead, I think over recent years has been
-about $100 billion. On a five-year basis, it's been over $200
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billion, and it gets much blgger as you -go 'into the out-years. CBO
has an 1nterest1ng chart on that.  So we're trying to do our budget
calculations in a range where we feel we can be most confldent and
still do serious planning.

Q Are you h1ng1ng your ability to achieve this five- -year
deficit reduction goal on this budget enforcement mechanism that
you're proposing? I mean, if this spending 11m1t isn't set in law,
will you be able to reach your goal° -

DIRECTOR BOLTEN: The question relates to whether we can reach
our goal if the budget enforcement mechanisms that we will be
proposing are not adopted, ,Well,‘first of all, we're very hopeful
-that they will be adopted. I was up with a lot of the Republican
members at their retreat at the end of this past week, and there was
a great deal of support for the reinstitution-of statutory budget
_enforcement mechanisms on the Hill.

- But the answer to-your questlon is, no, our progections are --
we will be able to show cutting the deficit in half, even if those
mechanisms are not in place. Those mechanisms just make it eas1er to
hit the path we're talking about, because they help the
administration and the Congress enforce the discipline that these

budgets propose. ' : : : ' '

Q Follow1ng that w1ll the pay-as- you go prov1s1ons apply to
all spending, or is it just non-defense, non-homeland related
discretionary spending? And how important is it that OMB recommend a
veto of spendlng blllS that don t 1nclude those offsets°

, DIRECTOR BOLTEN: With respect to the budget enforcement
mechanisms, we'll be proposing caps on discretionary spending, and
" they will apply .to all discretionary spending. That includes _
defense, homeland and non-defense, non-homeland, together. = And we.
~will be propos1ng for mandatory ‘spending -- that's where the phrase
"pay go" comes in, and pay-go means that all mandatory spending
increases must be offset with mandatory spending cuts. So that's how
“that mechanism will work

And the second part of your question?

Q "Will OMB recommend vetoes to spendlng blllS that don t
1nc1ude offsets° _

DIRECTOR BOLTEN: It's early to speculate about vetoes that may
or may not be in the offing for legislation that's still being ,
cooked, but -- in fact, it's Jjust beginning to enter the kitchen --
‘but .we do expect to take a firm line on overall spending limits. We
took one last year; we were well-supported by the leadership in both
- the House and the Senate, and the leadership of the Budget and
Appropriate Committees.  The President made it -- made an agreement
with the leadership in both Houses on what the limits of spending
would-be And the Congress, in the end, ‘lived up to those limits.

. We expect to be as tight- or even t1ghter ‘this year and we
expect to have good cooperatlon from the leadershlp again that should
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make any sort of veto threats unnecessary.

Q . Unless I missed something, you haven't made any provision
in this for any supplemental for Iraq, in the '05 fiscal year. Are-
.you anticipating having one at some point during the '05 year? And
- can you give us some -sense of how ‘that. money in the eXisting
supplemental is being" spent out and when you expect to run out .of
money?

DIRECTOR BOLTEN: - Thank you for rais1ng that. This is an
important point. 1In 105, we are progecting a $364 billion deficit,
‘about 3 percent of GDP. That's the budget we are presenting today.
But that number does not include -- and we' ve been very explicit
about that in the documents that you are getting today -- that number;
does not include spending for our ongoing operations in Iraqg and
Afghanistan " S0 we will need’ supplemental funding to continue that.

: The Iraq reconstruction. money that the Congress adopted this
‘past fall is -- goes well beyond '04, through '05 at least; so we
‘don't expect to need to come back to ask for any additional

~ reconstruction money for Irag. But to support the troops on the
ground, the incremental cost to the military of actually conducting
‘the ongoing war on terror in Irag and Afghanistan is something that
we will need to request supplemental money for.

You asked about what's our current spend rate, roughly Right
now in Iraq and Afghanistan we are progecting outlays in '04 that are
well below $50 billion for the ongoing operations in Irag and
Afghanistan. So that -- I think you should regard that as kind of
the upper limit for what might be needed in '05. Hopefully, the
needs will be less, but it will all depend entirely on the security
situation. - And the uncertainty of the security situation is one of .
the reasons why we need to wait and request that supplemental at a
- time when the security situation is clear '

Do‘you Want‘to‘follow up?'.

. Q More generally, your defiCit path here assumes very tight
- limits on spending. This year in particular "it's an election year,
you're asking both parties on the Hill to vote on very, very painful
"budget cuts in a lot of domestic programs. You're not including
things like AMT and other provisions that have wide bipartisan
support that would extend out through the five year period and into
the next 10 years. : '

How realistic should we consider these numbers, given the lack
of provision for those things‘in these numbers? ’

DIRECTOR BOLTEN The - numbers are highly realistic The
estimates we've got here include permanent extension of the
President's tax cuts. So that's all baked in. It includes the
‘higher Medicare estimates that was asked about previously. And it
includes, I think, almost all of the prov1s10ns we need to make for a
realistic budget, with the exception of, in the short run, the costs
for the Irag and Afghanistan war. That's the one area where, T
think, you need to add numbers to the budget. -- but I think those are
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‘costs that are likely to be reflected in the early years of this
five-year path, and costs beyond that I think are likely to be worked
into the base. S o . ce S :

- Q So when do you antioipate askihg for the supplemental from
' Congress?( : : o -

DIRECTOR BOLTEN: We do not anticipate requesting supplemental
- funding during '04. This would be '05 supplemental funding, which we
~are planning to request in '05, when" there is a clearer plcture of
‘what the security needs will be.

Q- And just a generalyquestion. On what basis are the 63 --
65 programs eliminated? - What was' the -- e e

DIRECTOR BOLTEN A variety'of’—— the question was, what basis
was used to decide on. Wthh programs to e11m1nate .0or reduce.

There were a var1ety of’ bases, in some cases we say, mission
accomplished, that this was intended to be a short-term program, it's -
done its job. . In other cases we say, this is a program that is
duplicative of other programs that we have in place -- especially .
‘'when we have new and better programs to deal with the same subject
‘matter. And in some cases, it's because the program is not show1ng
the results it should be show1ng

The President is focused,consistently on results, his
administration is focused on results, the budget is focused on
‘results. If a program isn't delivering results for the American
people, we're going to be propos1ng to e1ther fix it or take it out
of the budget. :

Q Do you have any prepared estimates on aid to state and
local governments? And how do you respond to the criticism from
"state officials that your budget cuts are effectlvely shlftlng budget
.deflCltS onto them as well° ‘

DIRECTOR BOLTEN: The question is “about state and local
-governments This budget continues to fund robustly those programs
where we're working with state and local governments in areas that --
‘'where we see those programs are working. There's a great deal of
- money that flows out now from the federal . government to state and
local governments. - In some cases, that's being cut, where we need to
tighten our belts, just as the state governments need to tighten
~their belts. But in other cases, :it's being sustained and even added
on to -- for example, in. the area of education, where we are still
flow1ng a great deal of money out to the localities, to public «
education - in states all across the country to support the President's
No Chlld Left Behind 1n1t1at1ve \

ThlS budget, while: it s very restrained in the domestic non-
securlty area, it does still include increases for some of the top
priorities areas. That includes educatlon And you will see when
you look at the total budget numbers, you will see that for K through.
12 education, all across the country, the President's budget has
 increases again this year, for a total increase between '0l and '05
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of nearly 50 percent. That's how much”the-K through 12 budget is up
in the education area over the course of the.Bush-administration

Similarly, increasé in IDEA funding, up another bllllon dollars
this year -- IDEA is the program for special needs students -- up -

- another billion dollars this year, for a total increase over the
course of this administration of 75 percent}

'So where there are priority needs, the President's budget will
reflect those. For items that fall lower on the priority list,
are not showing results, there will be cuts in this budget.

Q Is it your hope that future supplementals, like the Iraqg --
w1ll be offset by spending cuts?

DIRECTOR BOLTEN: It's rarely possible -- the question was, is
it our hope that supplementals be offset by spending cuts. It's
rarely possible when you have a real emergency to produce appropriate
spending cuts that can offset something like a war. So, of course,
we're always looking for spending cuts to offset additions to
spending. But when you're fighting a war, it's hard to come up with
‘cuts that can match that. . : .

Q What percentage of: that def1c1t reductlon do you expect to
"be obtained through spending restraint or spendlng cuts?-

DIRECTOR BOLTEN: - It's hard -- it's kind of hard to separate it
out what element is spending restraint, what element is economic
growth. - They both work together in an inextricably intertwined way
'so that the synergy of the two things,lspending‘restraint and
continued strong economic growth,” in part through the continuation of
~the tax cuts, those are the two elements that combine most potently
to- br1ng our deficit path down cas it ‘is.

Q If the transportation bill passes in anything llke the
House or Senate form, what will that do to your numbers? And given
‘the difference between what you're asking for and what they're.
proposing, would you recommend a.veto?

DIRECTOR BOLTEN:V I don't want to be -- it's not my place to be
putting out veto threats from the administration, or so on. But what-
we are carrying in the budget for transportation, for highways and
mass transit, is a budget of $256 billion over six years. That's
what we believe can -- at a minimum, can legitimately be taken from
the nghWay Trust Fund, and that six-year, $256-billion total is an
increase over the last six-year total of 21 percent. So we are

. proposing a s1gn1flcant 1ncrease

There are proposals on the Hill that go well beyond. that; in
some cases, more than $100 billion .over the six-year period more than
‘the administration's proposal.  Those would jeopardize -- I don't
think they would eliminate the prospect of cutting the deficit in
' half in that five-year period, but measures like that will jeopardize
the goal. And that's why I expect the administration will be taking
a firm line to keep that cost down. ’
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Q Oh the retirement savings aocounts,’the lifetime savings

~accounts, and so forth, how hard is the administration going to push‘

that? It wasn't mentioned in the State of the Union, as I recall, at
least not specifically. And what kind of support do you have lined
up on the Hill to move thlS7.», : .

.. DIRECTOR BOLTEN: The question is about- LSAs and RSAs, lifetime
savings account, retirement savings accounts, which were carried in
last year's budget. They are being repeated in this year's budget.
I think the President actually alluded to it in the State of the
Union. I know it's always a disappointment when things aren't

mentioned in the State of the Union, whatever your favorite project .

might be, but particularly for this President, the State of the Union ‘
addresses have tended to be more thematic rather than list- '
oriented. So no one should draw any negative inference if your

... favorite project was -- or favorite- subject matter’ was not mentioned
in the State of the Union .

It does remain a priority for'thedadministration, the enactment

"of the LSAs and RSAs. I know Secretary Snow has that, along with the
“tax cuts, making sure the tax cuts are sustained, at the top of his

priority list for this session of Congress. And there is support, It
know --' and some bipartisan support, as well. I know Congressmen

- Portman and Cardin, who have been leaders in this area in the past,

remain interested in the proposals that the administration is putting o

.out. I don't know if they're entirely on: ‘board exactly where we are,
}but I think there is a good prospect to move some serious" legislation '
in this sess10n '

Q Can I follow up? A larger question. You said that with

Congress' help you'll be able to cut the deficit in half, which is a

big caveat. What are the consequences of Congress not enacting this
budget? - ‘ ' ‘ ) ’ - '

DIRECTOR BOLTEN:.: Well the President proposes, the Congress

. disposes They have the constitutional power .to deal -- to dispose

of what the final appropriations -- what the budget numbers are, and
what the appropriations -are. 'So it's a constitutional tautology to

.say. we do this with Congress’ help R

' There's been good leadershipwthere so far, and. I think the’
leadership will be strong. They were this past year, and every

‘indication is that they'will'again this year be strong in helping
bring about a budget and appropriations that are, if not exactly

congruent with the PreSident s budget at»least in the same
direction. : : -

N

There are a number of~people'on the‘Hill -~ and this came

through loud and clear in the sessions I attended with Republican ;
-members in Philadelphia last week -- there are a number of members.on -

the Hill who want to take the budget even a little bit tighter, in

‘some .cases a lot tighter So there are different strains on the
_Hill : 2 B ' ‘ v S ,

We think we're setting a responSible path here toward getting
that deficit cut -in half -over the next . five years, and we're looking
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forward to working with the Congress, ‘which I think will be reoeptive‘
to this kind of budget : -

Q ~Can I ask a question about the political calculations of
this budget in an election year, a bit about guns and butter, I
guess. What does the President say are his priorities? This is the
most meaningful statement, I guess, he makes on his priorities this
year,. and he seems to be investing heavily in the military and
security and asking for the American people to accept domestic:
sacrifices in return.  Is that the nature and the tenor of his
presidency? . R ' '

DIRECTOR BOLTEN: - This budget does robustly support the
priorities that the President-has set: defense, national securlty,
and protecting the homeland. -The budget also supports robust ,
‘economic growth, because that is the most important thing that any
domestic side of the budget can do- for the American people today.

" 'The most important thing we can do to get job growth back into this
economy -and to continue a path of prosperity is to keep economic
growth going. So with the continuation of the tax cuts that so far
have, in most economists' views, been extraordinarily effective in
helping to restore economic growth, continuation of those tax cuts is
a very. important element of the Pres1dent s program ‘

. So the message is not far from what you say. It's natlonal
‘security, it's homeland securlty and it's. restorlng sustalned
economlc growth

Now, on other parts of the budget there will have to be belt-
tightening. I don't know whether you want to call it, sacrifice
across the board, but there will have to be belt tightening in a
" number of areas. But there is still room in this budget, which is
tight in that third category I mentioned, of non-defense, -nonr-
homeland, there is still plenty of room in that budget to fund
‘priorities. And education is a very good example of the one I just
mentioned. There is room in that budget to still robustly fund our
education prlorltles and make Sure that the vision of the No Child
Left Behlnd Act 1s realized.

‘ Q. What are the proposed federal c1v111an and mllltary pay
ralses and the phllosophy behind them°

DIRECTOR BOLTEN: I hope I get thlS rlght from memory. The
_ question is, what are the proposed civilian and military pay raises.
The military pay raise, I recall, is 3.5 percent and the civilian is:
set at 1.7 percent, if I recall that right: : ‘ :

'MR. SMYTHE: One point. five

' DIRECTOR BOLTEN: Is 1.5 percent on the civilian side. But on
- the civilian side, there is also a fund set aside called the Human.

Capital Performance Fund. We're prop051ng $300 million in that fund o

which can be used to support merit increases to give pay for
performance in government which is done all over private sector -
we'd would 11ke to see it done 1n government.
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So that money, in addition to the 1.5 percent increase, will be
available for CiVilian employees .

- Q . Last year, you proposed $500 million in the Human' Capital
Performance Fund. By the time it passed,’ it was $SOO 000. What are

‘you going to do to make sure this gets to -—

DIRECTOR BOLTEN: I think we've got a -- we've got a good story
to tell on the Human Capital Performance Fund. As I said, that's the
way businesses all across the country, probably your business, as

well, that your pay is tied, in some sense, to performance. I see

heads shaking here. (Laughter.) I guess maybe journalism doesn't

apply. (Laughter.) ' - ' - -
Q Exactly. (Laughter.)g

DIRECTOR BOLTEN: A typical feature in most businesses is you
pay people more who are performing well. We should not have a civil

'service system where everybody just gets a big, or even moderately

sized, automatic increase. We need to make sure that the people get
the increases they need to keep pace with inflation, to keep the
family income relatively stable.

But beyond that, what we need to be looking for is to reward the
many government employees and, I know from firsthand experience,
there are a lot of them who are working real hard,. performing
terrifically, and deserve that extra -- extra reflection in their

‘ paycheck for that good performance

Q.- What is your rate of inflation that you're figuring for the

next fiscal year?

7 DIRECTOR BOLTEN: TFor '05, we are prOJecting an inflation rate
of 1.3 percent. Is. that the number you're looking for?

0 Yes. What about this_year, '04°

DIRECTOR BOLTEN: I believe it's 1.2 percent. Austin, check me
on that. We'll come back to you and confirm that. I think it's 1.2

percent, 1.3 percent. What we see is -- our economists see

. continuing moderate inflation in the immediate term, and then

inflation rising slowly, not as a result of these deficits, because

- we see the deficits coming down and putting less potential pressure.

on interest rates, but, rather, as a result of more robust growth in
the economy. But, still, interest rates look to be on a Very
moderate path, and this budget supports that.

MR. SMYTHE: One pOint two,percent is correct.

DIRECTOR BOLTEN- One point two percent is correct.

Q Do your budget proposals include the President's proposals .
‘for reforming Social Security°~ Do the projections include this?

'DIRECTOR BOLTEN: The question is, does the budget reflect the
President's proposal -for reform of Social Security? The answer is
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that there's no formal proposal carried in this budget. The
President has long advocated fundamental reform of our Social
Security system, to put it on a sound and sustainable basis, through
the use of personal accounts, which numerous experts agree is the
right way to go. Those experts include the Bipartisan Commission -- -
that was co-chaired by the late, great Senator Patrick Moynihan --
that concluded that the right way to go with our Social Security.
system 'is to let people take a portion of their contribution into
Social Securlty and invest it themselves, a-portion of their
retirement savings . that they would own themselves and have some
ability to dlrect what sort of funds it goes- 1nto

That's the direction we're headed~on Soc1al Security. For an
actual proposal, I-think, will be -- is not reflected in this budget,
will be forthcoming. But I think it's a subject of such great
"sensitivity and broad polltical interests, that we need to get the

political debate going en it before there s an actual leglslatlve
proposal sent up to the Hlll

Want to follow up'>

Q But. glven that those could cost more in the short- term
fcould you Stlll reach your: goal on hav1ng the budget def1c1ts°

DIRECTOR BOLTEN Yes, I belleve we can. . There are, in most of
the formulations of these plans to give people personal accounts,
there are transition costs. But I believe we can accommodate
whatever transition costs there might be and Stlll reach our def1c1t
goals. :

, Q Just go back to the Medlcare toplc You mentioned several
‘times that it's no surprlse that OMB has different numbers than the
CBO, and that this is the way actuaries work. The President, on
Friday, said that he learned two weeks ago; . Secretary Snow made the
‘announcement he only learned a week ago What do you say to those
lawmakers that say the administration is be1ng disingenuous when they
. were- promotlng the $4OO bllllon CBO number,»and say, basically, ‘they
“say we got duped?- ’ B R AR

_  DIRECTOR BOLTEN: The numbers that the -- HHS actuaries -- it's
. over ‘at the Health and Human Services that the actuarial work is. done
-- the numbers that they produced, in fact, were only available, I
think, maybe three weeks ago at the most -- three or four weeks ago
at the most. I don't know exactly when they finished, but 1t was
well after enactment of the bill. .

"So when.Secretary Snow says, only learned about their estimate
last week, that's true. . They don't -- they didn't actually put out a
formal estimate. When I say that there's no surprise that there's a
difference in actuarial assumptions, that's true all the time betweenv
CBO and administration actuaries. And those who are experts in the
Medicare legislation were aware that there were -- that the actuaries
disagreed on some fundamental assumptlons that could have substantlal
dlfferentlal effects on. how the numbers came out.

Qo . nght,_but last summer, HHS had earller draft estimates of
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differént legislation: -- admittédly, it's not the exact legislation’e
- but it put it at $551 bllllon o ' ' : o

DIRECTOR BOLTEN: Yes, and it was‘—— 1t was - actually largely
different legislation. Look, these numbers were moving around all
the way through the course of the legislation. The numbers moved, I
- think, a good 10 percent in the last few hours, even by CBO's
reckoning of this. So the fact that there are differences is not
unusual in this area. And I go back to a fundamental point, which is
that when legislation is being considered, regardless of what
actuaries within the administration are calculating, or what their
differences might be, it's the CBO number that counts, it's the CBO
number that counts when the legislation is adopted, it's the CBO
number that was recently reaffirmed. And by the way, when we send
this budget up today, as we have just done this morning, what's going
on right now is that CBO will be recalculating our proposals on their
basis. And when the Congress considers our budget, it will be. ’
considered based on CBO calculations, not administration '
calculations. v : '

0) - 1'4d llke to follow. G01ng back to Irag and Afghanlstan
You said there's no money for ong01ng operations for Irag and
Afghanistan, and it's going to be in the‘supplemental

DIRECTOR BOLTEN: Yes.

Q And in response to another questlon you said the
: supplemental will not carry mandatory :spending cuts or offsets. . You
-say we could use .a maximum of $50 million as a ceiling, based on past
experience. 1If that's all accurate, how can you call this an honest
budget? I : ' ‘

v DIRECTOR BOLTEN: The question confuses me. The budget we're
'presentlng today is one that is, from my perspectlve, completely
honest. And we've been direct, right on the cover of it. And I was
direct in answerlng the question to say that one item that is not
included in here in the '05 number is an additional number for Iraq
and Afghanistan, ongoing operations to fight the war on terror. And
it's not appropriate to put a number in there, because we don't know
what it's going to be. TIt's going to be requested in supplemental
funding. : SRR S

Now, how does that affect the -- if you're saying, how can we
.say we're still on a reasonable path here, I think what you have to
expect is that in '05 that that green line might be a little bit
longer, and it may be that our current expenditures pose an upper
limit on it. I don't know, but I would hope that we would be
spending substantially less than we are today, but we don't know.

But I would also expect that by the time we got out here, into
'08 or '09 on the budget, that we would no longer be needing
supplemental expenditures in Irag and Afghanistan, that whatever our
ongoing needs there were, they would be worked back into the Defense
" base. So while we're being very direct in saying in that early year,
in '05,. something like that, .you're going to see a:slightly larger
deficit than is shown on .this chart, because we need to factor in
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Irag and“Afghanistan, I don't think it affects, substantially, the
long- term prOJections And I think those will stand on their own
merits. ~

Q. David Walker, the head of the GAO, often makes speeches
where he's far more alarmist about the budget deficit than you seem
‘to be today. Is he simply wrong, or doeées he see something you don't
see? Why is it that the GAO seems to be SO much more concerned than
thlS budget suggests° : : :

_ DIRECTOR BOLTEN: We do need to be concerned about the long-term
~‘picture. And I'm assuming that that's mostly what he's referring
to. I think the budget path we're presenting here, out over the next
five years, extending probably into the next 10-year period, is a -
responsible budget path. It's tight, but it's- appropriate, and it
.meets our priorities. S L L :

‘Now, we do still face long-term problems with unfunded
‘liabilities in our major entitlements, principally Social Security
and Medicare. The Medicare bill that was just enacted, although it
has larger short-term costs, I believe puts us on a path toward
ultimately getting those costs under control, because it brings

competition and choice into a system that has not had it before,
which should bring"not only better care, but. care delivered more
efficiently. So in the long-run, I think the Medicare bill that was
recently adopted actually begins to put us on a path of bringing the
Medicare’ system within better ——vin a better fiscal situation.

Social Security I just talked about,‘that that system needs
fundamental reform to put it on a sustainable basis. It's not
something that's going to bite us in the next 10 years, but it is ‘
something that's going to begin to bite in the longer-term. I'm glad
to know that a lot of people are talking about it, because this
administration is keenly focused on it. We'd like to talk about it,
‘because we need to get those long-term entitlements under control.

The budget we're presenting today 1is focused on this five year ‘window
and shows a very respons1ble path.

Q On cutting the deficit 'in half, the current CBO numbers
show that by '09 it would be $268 billion, which is virtually in
~half. So what are you doing here that wouldn t have already been
happening°

DIRECTOR BOLTEN: You mean the CBO numbers?
Qo Yes.

DIRECTOR BOLTEN: - The CBO numbers, by law, ‘they're required to
make some assumptions that in many cases are not. particularly o
realistic. The CBO numbers do not include the permanence of the. tax
cuts, which we are confident we Will be able to achieve, because we
think that the majority of the members of Congress will realize that
the exact wrong thing to do at this moment in our economy is to plan
on a tax increase, which would choke off recovery ‘and make our
deficit situation look a lot less attractive in the long run than it
~now -is. And CBO 1s also required to assume that whatever
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supplemental spending we®fe making continues out indefinitely. So
they take: the $87 billion supplemental spending bill that ‘the
Congress passed this past fall and they say, it continues ,

. indefinitely. And that's not a realistic place to be. 4 Ty

Now the fact that they've arrived at a s1mllar place in '09
suggests that we're operating in roughly the same range of economic
assumptions, which are the most important elements in 1mprov1ng our
deficit situation. But it's not something that happens
automatically. It needs to happen with a strong pro-growth economlc
policies and with some spending restralnt of the kind that s
reflected in the Pre51dent s .budget.

Q@ At the time the Congress passed the Medicare bill, was
there an estimate by the Medicare actuaries that indicated that 1t
,fwould be more than $400 bllllon, at that time?

DIRECTOR BOLTEN: I don t believe they completed their estimate
, untll well after the Medicare bill was actually S1gned 1nto law.

Q ~On the 65 programs, what's the sav1ngs on that in total,
the ones that have been eliminated?

DIRECTOR BOLTEN: We do have a number on that, and --

Q ‘ The ones that are ellmlnated 65 of them have been --

DIRECTOR BOLTEN Yes, 65 termlnatlons, There is a number
associated with that It looks like there's a lot of interest 1in it,
so let's get it right. T ‘ s o -

MR. SMYTHE: TIt's $4.9 billion.

DIRECTOR BOLTEN: ‘uFour point nine billion. So there's a saV1ngs
associated of $4.9 billion from the terminations of those programs

Q  One year?

DIRECTOR'BOLTEN: 'Yes, one year savings. ‘

S | END S - - C11:21

A.M. EST ' : . S :
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DEMOCRATIC REALISM An Amerlcan Forelgn Pollcy for a Umpolar World
. - Charles Krauthammer
.~ Irving Kristol Lecture
“AEI Annual Dinner, Washzngton D &F February 10, 2004

Thank you, Mr. Vice Pres1dent Thank you for those krnd words I’m honored by your. presence here—"
especially dur1ng duck- hunt1ng season. And, as a citizen, | want to thank you not only for your

~ leadership and wisdom during these extraordinary times, but for your courage If Hamlet had borne

 half the slings-and-arrows you have, Mr. Vice President, it would’ve been a very short play.
: - Hearing my checkered past recalled, I'm struck by how many places I have fled: Canada, the ’
- Democratrc Party, and psychiatry. A tr1fecta of sorts. The reason I’ m here, ladies and gentlemen is that "

O have nowhere left to go.

" us.

- I want to thank Chris DeMuth J im W1lson and the AEI Councﬂ of Academlc Adv1sers for :
‘ th1nk1ng otherwise, and bestowing on me this great honor—partrcularly one that carries the name of
my dear and revered friend, Irvrng Kr1stol ‘

‘ A Unlpolar World .

Americans have an healthy aversion to forergn policy. It stems from a sense of thrift: Who needs it?
 We’re protected by two great oceans, we have this continent practically to ourselves and we share it
~with just two neighbors, both friendly, one so friendly that its people seem intent upon moving in with

It took three giants of the twentieth century to drag us into its great battles: Wilson into World
War I, Roosevelt into World War II, Truman into the Cold War. And then it ended with one of the
great anti-climaxes in history. Without a shot fired, without a revolution, w1thout SO much as a press
~release, the Soviet Union simply gave up and disappeared. A
' It was the end of everything—the end of communism, of soc1allsm of the Cold War, of the.
‘European wars. It was the end of the Russian empire, an empire that grew by swallowing the - ,
equivalent of a Belgium every year for 200 years. (Though glven how Brussels has behaved recently, :
overall not a bad idea.)
A But the end of everythlng ‘was also a beglnnrng On December 26 1991, the Soviet Un1on d1ed
and something new was born, something utterly new—a un1polar world dominated by a single
~ superpower unchecked by any rival and with decisive reach in every corner of the globe.
_ This.is a staggering new development in history, not seen since the fall of Rome. It is so new,
so strange, that we have no idea how to deal with it. Our first reaction—the 1990s—was utter
confusion. The next reaction was awe. When Paul Kennedy, who had once popularized the idea of
~ American decline, saw what America did in the Afghan war—a display of fully mobilized, furiously
- concentrated unipolar power at a distance of 8,000 miles—he not only recanted, he stood in wonder:
" “Nothing has ever existed like this disparity of power; > he wrote, “nothing. . . No other nation comes
~close. . . . Charlemagne’s empire was merely western European in its reach. The Roman empire -
stretched farther afield, but there was another great emp1re in Persra and a larger one in Chrna There
" is, therefore, no comparison.” : o
. Even Rome is no model for what America is today Frrst because we do not have the 1mper1al
culture of Rome. We are an Athenian republic, even more republican and 1nﬁn1tely more democratic -
~ than Athens. And this American Republie has acquired the largest seeming empire in the history of the -
world—acquired it in a fit of absent-mindedness greater even than Britain’s. And it was not just -
absent-mindedness; it was sheer inadvertence. We got here because of Europe’s suicide in the world
wars of the twentleth century, and then the death of its Eurasian successor, Soviet Russ1a for hav1ng
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, adopted a political and economic system so inhuman that, like a genetically defective orgamsm it
s1mply expired in its sleep. Leaving us with global dominion. -
) Second, we are unlike Rome, unhke Britain and France and Spaln and the other classical
- empires of modern times, in that we do not hunger for territory. The use of the word “empire” in the
American context is ridiculous. It is absurd to apply the word to a people whose first instinct upon
~arriving on anyone’s soil is to demand an exif strategy. I can assure you that when the Romans went
into Gaul and the British into India, they were not looking for exit strategies. They were looking for
o entry strategies. : '
' In David Lean’s Lawrence of Arabza King Faisal says to Lawrence: “I think you are another of
these desert-loving English. . .". The English have a great hunger for desolate places.” Indeed, for five
-centuries, the Europeans did hunger for deserts and jungles and oceans and new continents. '
Americans do not. We like it here. We like our McDonalds. We like our football. We like our
rock-and-roll. Until 10 days ago, we liked our halftime shows. We’ve got the Grand Canyon and -
‘Graceland. We’ve got Silicon Valley and South Beach. We’ve got everything. And if that’s not -
enough, we’ve got Vegas—which is a facsimile of everything. What could we possibly need anywhere
else? We don’t like exotic climates. We don’t like exotic languages—Iots of declensions and moods.
We don’t even know whata mood is. We like Iowa corn and New York hot dogs, and if we want
Chinese or Indian or Italian, we go to the food court. We don’t send the Marines for takeout.
That’s because we are not an imperial power. We are a commercial republic. We don’t take .
food; we trade for it. Which makes us something unique in history, an anomaly, a hybrid: a o
commercial republic with overwhelming global power. A commercial republic that, by pure accident
of history, has been designated custodian of the international system. The eyes of every supplicant
from East Timor to Afghanistan, from Iraq to L1ber1a Arab and Israeli, Irish and British, North and
South Korean are upon us.
' That is who we are. That is where we are. :
Now the question is: What do we do? What is a un1polar power to do?

Isolationism ,
The oldest and most venerable answer is to hoard that | power and retreat. This is known as
isolationism. Of all the foreign policy schools in America, it has the oldest pedigree, not surprlsmg in
" the only great power in history to be isolated by two vast oceans.
Isolationism originally sprang from a view of America as spiritually superlor to the Old World.
, We were too good to be corrupted by its low intrigues, entangled by its cynical alliances. .

Today, however, isolationism is an ideology of fear. Fear of trade. Fear of immigrants. Fear of
the Other. Isolationists want to cut off trade and immigration, and withdraw from our military and -
strategic commitments around the world. Even isolationists, of course, did not oppose the war in-
Afghanistan, because it was so obviously an act of self-defense—only a foel or a knave or a Susan
Sontag could oppose that. But anything beyond that, isolationists oppose. They are for a radical
retrenchment of American power—-for pulling up the drawbridge to Fortress America. '

Isolationism is an important school of thought historically, but not today. Not just because of its
brutal intellectual reductionism, but because it is so obviously inappropriate to the world of today-——a
- world of export-driven economies, of massive population flows, and of 9/11, the definitive
demonstration that the combination of modern technology'and transnatlonal pr1m1t1v1sm has erased the
barrier between “over there” and over here.

Classical isolationism is not just intellectually obsolete it is politically bankrupt as well. Four
years ago, its most public advocate, Pat Buchanan, ran for pre51dent of the Un1ted States, and carrled
Palm Beach. By accident. :

Classic isolationism is moribund and margmahzed Who then rules America?
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: leeral Internationalism
In the 1990s, it was liberal internationalism. Liberal internationalism is the forelgn policy of the
Democratic Party and the religion of the foreign policy elite. It has a peculiar history. It traces its
- pedigree to Woodrow Wilson’s utopianism, Harry Truman’s anticommunism, and John Kennedy’s
- militant universalism. But after the V1etnam War, it was transmuted inte an 1deolo gy of pass1v1ty,
acquiescence and almost reflexive anti-interventionism.

- Liberals today proudly take credit for Truman’s and Kennedy S roles in containing
communism, but they prefer to forget that, for the last half of the Cold War, liberals used “cold -
warrior” as an epithet. In the early 1980s, they gave us the nuclear freeze movement, a form of -
~unilateral disarmament in the face of Soviet nuclear advances. Today, John Kerry boasts of opposing,
~during the 1980s, what he calls Ronald Reagan’s “illegal war in Central America”—and oppose he did

what was, in fact, an indigenous anticommunist rebellion that ultimately succeeded in brlnglng down
* Sandinista rule and ushering in democracy in all of Central America.
That boast reminds us how militant was liberal passivity in the last half of the Cold War. But
 that passivity outlived the Cold War. When Kuwait was invaded, the question was: Should the United
- States go to war to prevent the Persian Gulf from falling into hostile hands? The Democratic Party
Jomed the Buchananite isolationists in saying No. The Democrats Voted No overwhelmmgly—two to -
one in the House, more than four to one in the Senate.

, And yet, quite astonishingly, when liberal internationalism came to power just two years later
in the form of the Clinton administration, it turned almost hyperinterventionist. It involved us four -
times in military action: deepening intervention in Somaha 1nvad1ng Haiti, bombing Bosnia, and
finally going to war over Kosovo.

How to explain the amazing transmutation of Cold War and Gulf War doves into Haiti and
Balkan hawks? The crucial and obvious difference is this: Haiti, Bosnia and Kosovo were
humanitarian ventures—fights for right and ‘good, devoid of raw national interest. And only _
humanitarian interventionism-——disinterested interventionism devoid of national interest—is morally
pristine enough to justify the use of force. The history of the 1990s refutes the lazy notion that liberals
‘have an aversion to the use of force. They do not. They have an aversion to using force for reasons of -
. pure national interest.
'  And by national interest I do not mean simple self defense. Everyone believes in self-defense,
as in Afghanistan. I am talking about national interest as defined by a Great Power: shaping the
international environment by projecting power abroad to secure economic, political, and strategic
goods. Intervening militarily for that kind of national interest, liberal internationalism finds unholy and
unsupportable. It sees that kind of national interest as merely self-interest writ large in effect -a form
of grand national selfishness. Hence Kuwait, no; Kosovo, yes. -
' - The other deﬁmng feature of the Clinton foreign policy was multllaterahsm whlch expressed
itself in a mania for treaties. The Clinton administration negotiated a dlzzylng succession of parchment
promises on bioweapons, chemlcal Weapons nuclear testlng, carbon emissions, anti- balhstlc missiles,
-etc. , e
Why? No sentient being: could beheve that, say, the chemical or biological weapons treatles
were anything more than transparently useless: Senator Joseph Biden once defended the Chemical
-Weapons Convention, which even its proponents admitted was unenforceable, on the grounds that it
would “provide us with a valuable tool”—the “moral suasion of the entire international community.”
Moral suasion? Was it moral suasion that made Qaddafi see the wisdom of giving up his
,weapons of mass destruction? Or Iran agree for the first time to spot nuclear inspections? It was the
suasion of the bayonet. It was the ignominious fall of Saddam—and the desire of interested spectators
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not to be next on 1 the ist. The whole p01nt of th1s treaty was to keep rogue states from developlng
chemical weapons. Rogue states are, by definition, impervious to moral suasion.

Moral suasion is a farce. Why then this obsesslon with conventions, protocols, legalisms? Their
obvious net effect is to temper American power. Who, after all, was really going to be most
constrained by these treaties? The ABM amendments were aimed squarely at American advances and
strategic defenses, not at Russia, which lags hopelessly. behind. The Kyoto Protocol exempted India -

. and China. The nuclear test ban would have seriously degraded the American nuclear arsenal. And the
landmine treaty (which the Clinton admlmstratlon spent'months negotiating but, in the end, met so

~ ‘much Pentagon resistance that even Clinton could not initial it) would have had a devastating 1mpact
on U.S. conventional forces, particularly at the DMZ in Korea. .

But that, you see, is the whole point of the multilateral enterprlse To reduce Amerlcan freedom
-~ of action by making it subservient to, dependent on, constricted by the will—and interests—of other -
nations. To tie down Gulliver with a thousand strings. To domestlcate the most undomestlcated most
outsized, national interest on the planet—ours. : '

~ Today, multilateralism remains the overriding theme of 11beral 1nternat10nahsm When in
power in the 1990s, multilateralism expressed itself as a mania for treaties. When ouf of power in this .

. decade, multilateralism manifests itself in the slavish pursuit of “international legitimacy’ —and

_ opposmon to any American action undertaken without universal’ foreign blessing.
‘Which is why the Democratic cr1t1que of the war in Iraq is so peculiarly one of process and not
- of policy. The problem was that we did not have the permission of the UN; we did not have a large

' enough coalition; we did not have a second Securlty Council resolutlon Koﬁ Annan was unhappy and

the French were cross. | :
The Democratic pres1dent1al candldates all say that we should have 1nternatlonahzed the -
~conflict, brought in the UN, enlisted the alhes Why‘? Two reasons: assistance and legitimacy. First,
’ they say, we could have used these other’ countries us help usin the reconstruction.

' ‘This is rich. Everyone would like to have more help in reconstruction. It would be lovely to
have the Germans and the French helping reconstruct Baghdad: the Germans could do the policing, the -
~ French could do the catering. But.the question is moot, and the argument is cynical: France and

 Germany made absolutely clear that they would never support the overthrow of Saddam. So,

' accommodatlng them was not a way to. get them into the reconstruction, it was a way to ensure that
~ there would never be any reconstruction;, because Saddam would still be in power.
Of course it would be nice if we had more allies rather than fewer. It would also be nice to be .
‘able to fly. But when some nations are not with you on your enterprlse 1nclud1ng them in your
"coalition is not a way to broaden it; it’s a way to-abolish it. ‘ ~
At which point, liberal internationalists switch gears and appeal to leg1t1macy—on the grounds
. that multilateral action has a higher mioral standing. I have always found this line of argument
" incomprehensible. By what possible moral calculus does an American intervention to liberate 25
million people forfeit moral legitimacy because it lacks the bless1ng of the butchers of Tlananmen B
Square or the cynics of the Quai d’Orsay? :
Which is why it is hard to take these arguments at face value. Look We know why liberal
internatlonahsts demanded UN sanction for the war in Iraq. It was a way to stop the war. It was the
©Gulliver effect. Call a committee meeting of countries with hostile or contrary interests—i.e. the o
- Security Council—and you have guaranteed yourself another twelve years of inaction.
' - Historically, multilateralism is a way for weak countries to multiply their power by attachlng
themselves to stronger ones. But multilateralism imposed on Great Powers, and particularlyona
unipolar power, is intended to restrain that power. Which is preclsely why France is an ardent-
multilateralist. But why should Amerlca be‘? : :
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Why, in the end, does liberal internationalism Want to tie down Gulliver; to blunt the pursuit of
. American national interests by making them subordinate to a myriad of other interests?

In the immediate post-Vietnam era, this aversion to national interest mrght have been attrrbuted
to self-doubt and self-loathing. I don’t know. What I do know is that today it is a mistake to see liberal
foreign policy as der1v1ng from anti- Amerrcanrsm or lack of patrrotrsm or a late efﬂorescence of 1960s .
radicalism. : »
~ On the contrary. The liberal aversion to national interest stems from an idealism, a larger vision
of country, a vision of some ambition and nobility—the ideal of a true international communlty And
that is: To transform the international system from the Hobbesian universe into a Lockean universe. To
~turn the state of nature into a norm-driven community. To turn the law of the jungle into the rule of
~ law—of treaties and contracts and UN resolutions. In short to remake the international system in the
image of domestic civil society.

They dream of a new world, a. world described in 1943 by Cordell Hull, FDR’s secretary of
state—a world in which “there will no longer be need for spheres of influence, for alliances, for
balance of power, or any other of the special arrangements by which, in the unhappy past, the nations
strove to safeguard their security or promote their interests.”

And to create such a true international community, you have to temper, transcend, and, in the
- end, abolish the very idea of state power and national interest. Hence the antipathy to American
hegemony and American power. If you are going to break the international arena to the mold of
- domestic society, you have to domesticate its single most powerful actor. You have to abolish
"‘American dominance, not only as an affront to fairness, but also as the greatest obstacle on the whole: .

planet to a democratized international systém where all live under self-govermng 1nternat1onal
1nst1tut10ns and self-enforcing international norms.

Reallsm
* This vision is all very nice. All Very noble. And all very crazy. Whlch brrngs us to the third great
foreign policy . school: realism.

The realist looks at this great liberal pI’O]CCt and sees a hopeless 111usron Because turnrng the
- Hobbesian world that has existed since long before the Peloponnesian Wars into a Lockean world, '

‘turning a jungle into a suburban subdivision, requires a revolution in human nature. Not just an erector
~ set of new institutions, but a revolution in human nature. And realists do not believe in revolutions i in
~ human nature, much less stake their future, and the future of their nation, on them.
' Realism recognizes the fundamental fallacy in the whole idea of the international system being
‘modeled on domestic society. R :

First, what holds domestic society together is'a supreme. central authorlty wielding a monopoly
of power and enforcing norms. In the international arena there is no such thing. Domestic society may
~ look like a place of self-regulating norms, but if somebody breaks into your house, you call 911, and
the police arrive with guns drawn. That’s not exactly self-enforcement. That’s law enforcement.

Second, domestic society rests on the shared goodwill, civility and common values of its
individual members. What values ‘are shared by, say, Britain, Cuba, Yemen and Zimbabwe—all
nominal members of this fiction we call the “international community”? :

- Of course, you can have smaller communities of shared 1nterests——NAFTA ANZUS, or the
European Union. But the European conceit that relations with all nations—regardless of ideology,
regardless of culture, regardless even of open hostility—should be transacted on the EU model of
suasion and norms and negotiations and solemn contractual agreements is an illusion. A fisheries treaty
with Canada is something real. An Agreed Framework on plutonrum processing with the likes of North
Korea is not worth the paper itis wr1tten on. :
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The realist believes the definition of peace Ambrose Bierce offered in The Devil’s Dictionary:
“Peace: noun, in international affairs; a period of cheating between two periods of fighting.”

Hence the Realist axiom: The “international community” is a fiction. It is not a community, it is
a cacophony—of straining ambitions, disparate values and contending power.

What does hold the international system together? What keeps it from degenerating into total

* anarchy? Not the phony security of treaties, not the best of goodwill among the nicer nations. In the
_ unipolar world we inhabit, what stability. we do enJoy today is owed to the overwhelming power and

deterrent threat of the United States.
If someone invades your house, you call the cops. Who do you call if someone invades your

, 1 country? You dial Washington. In the unipolar world, the closest thing to a centralized authority, to an

enforcer of norms, is America—American power. And ironically, American power is precisely what
liberal internationalism wants to constrain and tie down and subsume in pursuit of some brave new
Lockean world. ‘

Realists do not live just in Amerlca I found one in Finland. Durlng the 1997 negotlatlons in.

~Oslo over the land mine treaty, one of the rare holdouts, interestingly enough, was Finland. The

Finnish prime minister stoutly opposed the land mine ban. And for that he was scolded by his

* Scandinavian neighbors. To which he responded tartly that this was a “very convenient” pose for the
“other Nordic countries”—after all, Finland is their land mine. '

- Finland is the land mine between Ru551a and Scand1nav1a Amerlca is the land mine between

- barbarism and civilization.

Where would South Korea be without Amerlca and its landmlnes along the DMZ? Where
would Europe—with its cozy arrogant community—be without America having saved it from the
Soviet colossus? Where would the Middle East be had American power not stopped Saddam in 1991?

- - The land mine that protects civilization from barbarism is not parchment but power, and ina
unipolar world, American power—wielded, if necessary, unilaterally. If necessary, preemptively,
~ Now, those uneasy with American power have made these two means of wielding it—

'preemptlon and unilateralism—the focus of unrelenting criticism. The doctr1ne of preemptlon in

particular, has been widely attacked for violating international norms. :
What international norm? The one under which Israel was universally condemned—even the

‘Reagan Administration joined the condemnation at the Security Council—for preemptively destroying

Iraq’s Osirak nuclear reactor in 1981? Does anyone today doubt that it was the right thing to do both
strategically and morally? :
In a world of terrorists, terrorist states and weapons of mass destruction, the option of

preemption is espe01a11y necessary. In the bipolar world of the Cold War, with a stable non-suicidal
- adversary, deterrence could work. Deterrence does not work against people who ache for heaven. It
<does not work against undeterrables. And it does not work against undetectables: nonsuicidal enemy .

regimes that might attack through clandestine means—a suitcase nuke or-anonymously delivered

anthrax. Against both undeterrables and undetectables, preemption is the only possible strategy.

Moreover, the doctrine of preemption against openly hostile states pursuing weapons-of mass
destruction is an improvement on classical deterrence. Traditionally, we deterred the use of WMDs by
the threat of retahatlon after we’d been attacked—and that’s too late; the point of preemption is to
deter the very acquisition'of WMDs in the first place.

Whether or not Iraq had large stockpiles of WMDs, the very fact that the Unlted States

. overthrew a hostile regime that repeatedly refused to come clean on its weapons has had precisely this

deterrent effect. We are safer today not just because Saddam is gone, but because Libya and any others

- contemplating trafficking with WMDs, have—for the first tlme——seen that it carries a cost, a very high

cost.
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Yes of course, 1mperfect 1nte111gence makes preempt1on problematic. But that is not an

Ce bobJect1on on principle, it is an objection in practice. Indeed, the objection concedes the principle. We

need good intelligence. But we remain defenseless if we abjure the option of preemption.

’ The other great objection to the way American unipolar power has been wielded is its
‘unilateralism. I would dispute how unilateralist we have in fact been. Constructing ad hoc “coalitions -
of the willing” hardly qual1ﬁes as un1laterallsm just because they do not have a secretariat in Brussels
- or on the East River.

. Moreover, unilateralism is often the very road. to multilateralism. As we learned from the Gulf

War, it is the leadership of the United States——1ndeed its willingness to act unilaterally if necessary-—
that galvanized the Gulf War coalition into existence. Without the president of the United States

declaring “This will not stand” about the invasion of Kuwait —and making it clear that America would - -

go it alone if it had to—there never would have been the great wall-to-wall coalition that is now so -
: retroact1vely applauded and held-up as a model of multilateralism. L
“Of course one acts in concert with others if possible. It is nice when others join us in the
breach. No one seeks to be unilateral. Unilateralism s1mply means that one dloes not allow oneself to be
" held hostage to the will of others. - ’
h -Of course you-build coalitions when poss1ble In 2003 ‘we garnered a coalition of the willing
for Iraq that included substantial allies like Britain, Australia, Spain, Italy and much of Eastern Europe.
France and Germany made clear from the beginning that they would never join in the overthrow of
Saddam. Therefore the choice was not a wide coalition versus a narrow one, but a narrow coalition
~versus none. There were serious arguments against war in Iraq——but the fact France d1d not approve
" was not one of them. : :
Irving Kristol once explained that he preferred the Organization of American States to the - -
~+United Nations because in the OAS we can be voted down in only three languages, thereby saving:
translators’ fees. Realists choose not to be Gulliver. In an international system with no sovereign, no
- pol1ce no protection—where power is the ultimate arbiter and h1story has bequeathed us
unprecedented power—we should be vigilant in preservmg that power And our freedom of action to-
“use it -
- " But here we come up against the limits of realism: you cannot llve by power alone Realism is
" a valuable antidote to the woolly internationalism of the 1990s. But realism can only take you so far.
Its basic problem lies in its definition of national interest as classically offered by its great
: theor1st Hans Morgenthau: Interest defined as power. Morgenthau postulated that what drives nations,
~what motivates their foreign policy, is the will to power—to keep-it and expand it. :
- For most Americans, will to power might be a correct description of the world—of what
motivates other countries—but 1t_cannot be a prescription for America. It cannot be our purpose.
~ America cannot and will not live by realpolitik alone. Our foreign policy must be driven by something
beyond power. Unless conservatives present ideals to challenge the liberal ideal of a domesticated ’
international community, they will lose the debate '
Which is why among American conservatives, another more 1deal1st1c school has ar1sen that
- sees‘America’s national 1nterest as an expressmn of values '

’ ' ' Democratlc Globallsm :

It is this fourth school that has guided U.S. foreign policy in this decade. This conservative alternative

to realism is often lazily and 1nv1d10usly called neoconservat1sm but that is a very odd name for a

school whose major proponents in the world today are ‘George W. Bush and Tony Blair—if they are

" neoconservatives, then Margaret Thatcher was a l1beral There s nothing neo about Bush, and there s
-nothlng con about Blair. . :
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* the Truman Doctrine of 1947, the Kennedy inaugural of 1961, and Reagan’s

" Yet they are the principal proponents today of what might be called democratic globalism, a
foreign policy that defines the national interest not as power but as values, and that identifies one
supreme value, what John Kennedy called “the success of liberty.” As President Bush put it in his

~ speech at Whitehall last November: “The United States and Great Britain share a mission in the world '

beyond the balance of power or the simple pursult of interest. We seek the advance of freedom and the

- peace that freedom brings.”

Beyond power. Beyond interest. Beyond interest defined as power. That is the credo of
democratic globalism. Which explains its political appeal: America is a nation uniquely built not on
blood, race or consanguinity, but on a proposition—to which its sacred honor has been pledged for two
centuries. This American exceptionalism explains why non-Americans find this foreign policy so
difficult to credit; why Blair has had more difficulty garnering support for it in his country; and why

- Europe, in particular, finds this kind of value-driven foreign policy hopelessly and irritatingly

moralistic.

Democratic globalism sees as the engine of history not the will to power but the w111 to
freedom. And while it has been attacked as a dreamy, idealistic innovation, its inspiration comes from
’s “evil empire” speech of
1983. They all sought to recast a struggle for power between two geopolitical titans into a struggle
between freedom and unfreedom, and yes, good and evil. :

Which is why the Truman Doctrine was heavily criticized by realists like Hans Morgenthau and
George Kennan—and Reagan was vilified by the entire foreign policy estabhshment for the sin of o
ideologizing the Cold War by injecting a-moral overlay.

That was then. Today, post-9/11, we find ourselves i in a similar existential struggle but with a
different enemy: not Soviet communism, but Arab-Islamic totalitarianism, both secular-and religious.
Bush and Blair are similarly attacked for na1vely and crudely cast1ng this struggle as one of freedom

- versus unfreedom, good versus evil. -

Now, given the way not just freedom but human decency were suppressed in both Afghamstan
and Iraq, the two major battles of this new war, you would have to glve Bush and Blair’s moral claims
the decided advantage of being obviously true.

~Nonetheless, something can be true and still be dangerous. Many people are deeply uneasy with
the Bush-Blair doctrme—many conservatives in particular. When Blair declares in his address to
Congress: “The spread of freedom is . . . our last line of defense and our first line of attack,” they see a
dangerously expansive, aggressively utopian foreign policy. In short, they see Woodrow Wilson.

Now, to a conservative, Woodrow Wilson is fightin’ words. Yes, this vision is expansive and

~ perhaps utopian. But it ain’t Wilsonian. Wilson envisioned the spread of democratic values through as-

yet-to-be invented international institutions. He could be forgiven for that. In 1918, there was no way

 to know how utterly corrupt and useless those international institutions would turn out to be. Eight
“decades of bitter experience later—with Libya cha1r1ng the UN Comm1ss1on on Human Rights—there

is no way not to know. ~ ,
~Democratic globalism is not Wllsoman Its attractiveness is preclsely that it shares realism’s

| insights about the centrality of power. Its attractiveness is pre01se1y that it has appropriate contempt for

the fictional legalisms of liberal internationalism.
Moreover, democratic globalism is an 1mprovement over realism. What it can teach realism is

‘that the spread of democracy is not just an end but a means, an indispensable means for securing -

American interests. The reason is simple. Democracies are inherently more friendly to the United -
States, léss belligerent to their neighbors, and generally more inclined to peace. Realists are right that
to protect your interests, you often have to go around the world bashing bad guys over the head. But
that technique, no matter how satisfying, has its limits. At some point, you have to implant somethlng,

- something orgamc and self-developing. And that something is democracy

Charles Krauthammer Ir'ying Kristol Lecture - Page 8 of 10




But where? The danger of democratic globalism is its universalism, its open-ended
- commitment to human freedom, its temptation to plant the flag of democracy everywhere. It must learn
to say no. And indeed, it does say no. But when it says no to Liberia; or Congo, or Burma, or
countenances alliances with authoritarian rulers in places like Pakistan or, for that matter, Russia, it
stands accused of hypocrisy. Which is why we must articulate criteria for saying yes.

Where to intervene? Where to bring democracy? Where to nation- build? I propose a smgle
criterion: Where it counts. .

Call it democratic realism. And this is its axiom: We wzll support democracy everywhere but

-we will commit blood and treasure only in places where there is a strategic necessity—meaning,
places central to the larger war against the exzstentzal enemy, the enemy that poses a global mortal
threat 1o freedom.

‘Where does it count? Fifty years ago, Germany and Japan counted. Why‘7 Because they were

‘the seeds of the greatest global threat to freedom in midcentury—fascism—and then were turned, by
nation building, into bulwarks against the next great threat to freedom, Soviet communism.

Where does it count today? Where the overthrow of radicalism and the beginnings of
democracy can have a decisive effect in the war against the new global threat to freedom, the new
existential enemy, the Arab-Islamic totalitarianism that has threatened us in both its secular and -
religious forms for the quarter-century since the Khomeini revolution of 1979. .

' ‘Establishing civilized, decent, nonbelligerent, pro-Western polities in Afghanistan and Iraq and
~ ultimately their key neighbors would, like the flipping of Germany and Japan in the 1940s change the
 strategic balance in the fight against Arab-Islamic radicalism.

Yes, it may be a bridge too far. Realists have been warning agarnst the hubris of thrnklng we
can transform an alien culture because of some postulated natural and universal human will to
freedom: And they may yet be right. But how do they know in advance? Half a century ago, we heard
the same confident warnings about the i imperviousness to democracy of Confucian culture. That '
proved stunnmgly wrong. Where is it written that Arabs are incapable of democracy?.

) Yes, as in Germany and Japan, the undertaking is enormous, ambitious and arrogant. It may yet
fail. But we cannot afford not to try. There is not a single, remotely plausible, alternative strategy for

~ attacking the monster behind 9/11. It’s not Osama bin Laden; it is the cauldron of political oppression,

~ religious intolerance, and social ruin in the Arab-Islamic world—oppression transmuted and deflected
by regimes with no legitimacy into virulent, murderous anti-Americanism. It’s not one man; it is a
condition. It will be nice to find that man and hang him, but that’s the cops-and-robbers law- - '

~ enforcement model of fighting terrorism that we tried for twenty years and that gave us 9/11. This is

war, and in war arresting murderers is nice. But you w1n by taking territory—and 1eav1ng somethlng
beh1nd ' :

September 11
We are the un1p01ar power and what do we do?.
: In August 1900, David Hilbert gave a speech to the International Congress of Mathematicians
naming twenty-three still-unsolved mathematical problems bequeathed by the nineteenth century to the
twentieth. (Only three remain, by the way, but that’s for another night.) ,
Had he presented the great unsolved geopolitical problems bequeathed to the twentleth century,
- one would have stood out above all—the rise of Germany and its accommodatron within the European
© state system.
Similarly today, at the dawn of the twenty- ﬁrst century, we can see clearly the two great
geopolitical challenges on the horizon: the inexorable rise of China and the coming demo graphic.
collapse of Europe, both of which will irrevocably disequilibrate the international system.
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, - But those problems come later They are for m1dcentury They are for the next generatron And
L that generation will not even get to these problems unless we first deal with our problem

 And our problem is 9/11 and the roots of Arab-Islamic nihilism. September 11 felt like a new
—problem but for all its shock and surprise, it is an old problem with a new face. September 11 felt like ’
the initiation of a new history, but it was a retum to hrstory, the twentleth century history of rad1ca1
- ideologies and existential enemies. ' :
" The anomaly is not the world of today The anomaly was the 1990s, our hohday from hlstory It
felt like peace, but it was an interval of dreaming between two periods of reality.

From which 9/11 awoke us. It startled us into thinking everything was new. It’s not. What is
~ new is what happened not on 9/11, but ten years earher on December 26, 1991, the emergence of the -
‘United States as the world’ 'S umpolar power. What is-unique is our advantage in this struggle, an
advantage we did not have during the struggles of the twentieth century. The question for our time is -
how to press this advantage, how to exploit our umpolar power, how to deploy it to win the’ old/new
war that exploded upon us on 9/11. '

What is the unipolar power to do?

Four schools, four answers. : :

The isolationists want s1mp1y to ignore un1polar1ty, pull up the drawbrldge and defend Fortress
America. Alas, the Fortress has no moat—not after the airplane, the submarme the ballistic missile— '
and as for the drawbridge, it was blown up on 9/11.

" Then there are the liberal internationalists. They like to dream and to the extent they are aware .
~of our unipolar power, they don’t like it. They see its use for anything other than humanitarianism or
reflexive self-defense as an expression of national selfishness. And they don’t just want us to ignore
our unique power, they want us to yield it piece by piece, by subsuming ourselves in a new global
architecture in which America becomes not the arb1ter of 1ntematlona1 events, but a good and tame -
international citizen. o : S ' : :

~ Then there is realism, which has the clearest understandmg of the new unipolarity and its
- uses—unilateral and preemptive if necessary. But in the end, it fails because it offers no vision. It is all
means and no ends. It cannot adequately define our mission. -

Hence, the fourth school: democratic globalism. It has; in this decade, rallied the American - o
people to a struggle over values. It seeks to vindicate the American idea by making the spread of
democracy, the success of liberty, the ends and means of American foreign policy. g

I support that. I applaud that. But I believe it must be tempered in its universalistic asp1ratlons
and rhetoric from a democratic globalism to a democratic realism. It must be targeted, focused and
~ limited. We are friends to all, but we come ashore only. where it really counts. And where 1t counts

“today is that Islamic crescent stretching from North Africa to Afghanistan.

In October 1962, during the Cuban Missile crisis, we came to the edge of the abyss Then
accompanied by our equally shaken adversary, we both dehberately drew back. On September 11;
~ 2001, we saw the face of Armageddon agam but this time with an enemy that does not draw back.

This time the enemy knows no reason. - -
o Were that the only difference between now. and then, our s1tuatlon would be hopeless. But there -
~ is a second difference between now and then: the umqueness of our power, unrivaled, not Just today. '
* but ever. That evens the odds. The rationality of the enemy is something beyond our control. But the -
use of our power is within our control. And if that power is used wisely, constrained not by illusions
and fictions but only by the limits.of our mrss1on——wh1ch is to bring a modicum of freedom as an
“antidote to nihilism—we can, and will, preva11 :

Charles Krauthammer Irying Kristolv Lecture - Page 10 of 10



AEI| Annual Dinner, F'ebruary‘ ']0, 2004
Introduction of Charles Krauthammer by Vice President Cheney

- It's a pleasure tonight to join all of you in honoring Charles Krauthammer—a man
| admire very much, and am proud to call a friend. The Irving Kristol Award is named
for one great American, and tonight we. bestow it on another.

Lynne and | are pleased, as well, to be in the company of so many other friends
and colleagues—starting with Chris DeMuth who does an absolutely superb job as
president of AEl. Being here brings to mind my own days affiliated with AEI, which -
stretch back some 30 years, as an office holder, a freshman congressman, an out-of-

B work politician, a member of the Board of Trustees, and a corporate official who didn’t

appreciate how valuable the experience was till | was asked to contribute financially for
the privilege of being part of it. But it has been a very, very important part of our lives,
for me and for Lynne, and a very important part of our intellectual learning and

development during our years in Washington. -

| spent a time at AEI when | was a scholar, a t|me when | had an office, a small

staff, and not much in the way of actual responS|b|I|ty It turned out to be a lot I|ke the

vice presidency. L
Lynne and | are truly grateful for our many years of association with the

- .American Enterprise Institute. ‘AE| has developed a reputation, well deserved, for

disciplined scholarship, intellectual integrity, and fresh insight into public policy. And
AEI continues to earn that reputation every year with research and wr|t|ng of high

~standards and ever increasing influence.

Few at AEI are' more influential than the -chairman of our Board of Academic
Advisers, Professor James Q. Wilson—who last July received the Medal of Freedom
from President Bush. I'have known Jim for a number of years, and I've respected his

work ever since | was a graduate student, in the days when Lynne and | were both

worklng on our Ph.D.s.. Lynne actuaIIy went on to earn her Ph D. in British literature. |
haven’t quite settled on a toplc for my dlssertatlon ‘

For me, an expected career in academic life was overtaken by a series of
opportunities in government. And so | have spent much of the last three and a half
decades in and around this city. Here, where our natlonal debates are centered, you
get used to the shlftlng attention and the passing enthusmsms that characterize so
much of our political commentary. You learn to take it all in, and then to select out the
well considered judgments of a serioUs thinker. You begin to listen through the chorus
in search of that one clear note. And SO often that clear note is the commentary of

“‘Charles Krauthammer.
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- This most respected of writers is also a distithished medical doctor who spent' 3
years in practice as a noted pSychiatrist. He first came to Washington in the 1970s, -
- and soon found himself working at the White House for one of my predecessors. | now
wish | had paid more attention at the time to the speeches of Walter Mondale, because
I'm sure they were absolutely first rate. By the early 1980s, Charles’s_talent had been
recognized by editors, and by readers in Washington and well beyond. And the most
impressive aspect of his work is the sustained level of quality over a period of more
- than 20 years. This is not a columnist who merely fills space and meets deadlines.
Charles Krauthammer always writes with care. In his cdlum'ns and essays, there is
always a powerful line of reasonivng, and behind it the workings of a superior intellect.
When you read his\words- you kno‘w you are dealing with a serious person, who
assumes the same of you. | |

You see somethlng else aswell, ina Krauthammer column. Whatever the
subject at hand, Charles gives the reader evidence and argument, neverjust sentiment
and the conventional wisdom. His great intelligence is guided by principle and an '
understanding of the world as it is. These qualities produce special insights into the
very areas where we need them most—from the new powers mankind has assumed in
science, to the new dangers confronting' America and other free nations. f
A consistent theme in Charles’ writings is his belief in human freedom—and his

abhorrence for violence and tyranny. Since September 1 1", Charles has written |
compellingly on the urgent duty of free nations to defeat the terrorists, and hold to
" account any regime that supports or arms them. This war o'nt'error has in many ways

- - brought out the finest qualities of the American people. And the complexities of this era

o defended

have certainly brought out the finest attributes of this Writer—his wisdom, his deep moral
sensibility, and hrs conviction that. freedom is the rlght of all manklnd and must be.

The citation for the Irving Kristol Award for 2004 reads as follows:
To Charles Krauthammer:
 Fearless joumalist, wise analyst, and militant democrat ‘
Who has shown that America’s interests and ideals are indivisible |

And that the promotion of freedom is hard-headed realism |
I’'m very pleased that Charles’s wife, Robyn’ and their son, Daniel, are here to
“witness the presentation of this award, and to see the respect and affection we all feel -
for its recrprent Itis my prrvrlege to rntroduce the great man we honor tonight, Dr.
Charles Krauthammer ‘ ' '
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On Gay Marnage A Way
Forward

" By Michael Horowitz : . _ Published 02/27/2004

The President announced this week that he will support a constitutional amendment to
deal with the mushrooming marriage crisis triggered. by recent decisions of the
Massachusetts Supreme Court. While indicating that the amendment he will support will
"defin[e] and protect...marriage as a union of man and woman as husband and wife," the
President's major focus was on the need to protect democratic processes from judicial
overreach. More importantly, he carefully and deliberately indicated that he has not yet
reached a decision about the wording of the amendment he will support.

The President has two different ways open to him to deal with the matter.

The first approach, best described as the anti-gay marriage-strateg'y, will please some
conservatives and evangelicals, but will go nowhere and will let Sen. John Kerry off the
hook. ‘Unfortunately, the President appears to have cast his lot with this approach »

. The other approach best described as the pro democracy approach is not yet seriously

- on the table and is thus still (modestly) open for dramatic.Presidential introduction. It will
reverse the Massachusetts decision, receive reluctant support from most conservatives
and evangelicals, can receive surprising support from gays, libertarians and others
favoring gay marriage, and can change the terms of the current debate to the President's
advantage. It will create serious political dllemmas for the President's opponents. Its
prospects for success could be real.

- An anti-gay marriage amendment will focus debate on the propriety of gay marriage; its -
-alternative will put the focus on how decisions regarding gay marriage should be made.
The former would use the United States Constitution to forever bar the American people
from deciding some questions regarding non-heterosexual unions, while the latter would .
"simply" bar judges from substituting themselves in such matters for leglslat|ve and
referendum processes.

An amendment focusing on democratic governance rather than the |Ileg|t|macy of gay -
. marnage would reads as follows: .

N Except for d|st|nctions' based on race, color or religion, the
~ establishment of civil marriage in all of its forms, and the
benefits thereof, shall in'each state be solely defined by the
Iegislature or citizens thereof, and shall have such legal.
force in the remaining states as the Ieglslatures or cmzens
of such states shall determine.

‘Such language would allow states to establish marriage relationships on any terms they
chose, but only if democratic processes were used. It would make enacted marriage laws
, : binding only in other states if, through democratic processes, they chose to be so bound.
| _ It would allow courts to invalidate attempts of rogue mayors and county registrars to
| - unilaterally license gay marriages. Finally, it would fully preserve-the Constitution's
bedrock civil rights role by retaining the freedom of the courts to strlke down such
legislation as so-called anti-miscegenation statutes.

| Such an amendment would capture for the President the high ground of trusting people to
- ‘decide a matter of central importance to them. It would make it hard to paint him as

| divisive or anti-gay. It would help shift the balance within the American conservative

| ' community towards morally confident advocates willing to reach out.to others and capable
of shattering myths about who they are and what they stand for. It would create for many
elites the man-bites-dog story that the President does not seek to impose his religious,
moral or cultural views on those who disagree with him, but rather trusts the people to .
reach the right decisions. It would offer a platform from which the Vice President and Mrs.

http://www2.techcentralstation.com/1051/printer.jsp?CID=1051-022704H - 3/1/2004
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Bush could comfortably and fully engage in the debate. It could gain support from *
libertarians and pro-federalists. It would bring Roe v. Wade into sharper focus because its
“central premlse - the need to substitute democratic decision-making for judicial fiat - is
precisely what is at stake in the abortion debate. It would turn on its head the thundering
claims of critics like Senator Kennedy that the President seeks to use the Constitution to
reduce rather than expand rights.. It would sharpen the debate over Senate confirmation
of such superb judges as Caroline Kuhl, Janice Brown and Patricia Owens, against whom
stonewalling confirmation tactics have to date largely succeeded. It will be prln0|pled and
strategic in character. .

Critically forthe President, a pro-democracy approach wo,uld also make irrelevant the self-
serving claims of Senator John Kerry and others who oppose anti-gay marriage '
amendments while "personally” opposing gay marriage. Putting a.pro-democracy
amendment on the table would compel Senator Kerry to deal with the central question:
whether the Massachusetts Supreme Court or any other court should be free to foreclose
democratic debate on the character of marriage in their states and to a significant degree,
for all Americans.

Sacnﬁcmg these advantages for inclusion of "marrlage is between a man and a woman"
amendment language will, as is already evident, cost the President dearly -- even though
- his proposed amendment would also give gay couples:all rights of marriage save for the
ability to use the M-word to label their relationships. Such a rhetorical gain seems hardly
worth jeopardizing the outcome of a critical national debate, risking negative anti-gay
“caricature, allowing John Kerry to duck the central issue of the debate and keeping the
Massachusetts Supreme Court judges in business. And any such gain would be wildly

. hypothetical as well, for no state legislature is today even remotely prepared to legislate

gay marriages without the gun-to-the-head pressures from state courts that a pro-

" democracy amendment would remove; For this reason, the sole operational effect of any

"marriage is between a man and woman" provision would be to protect heterosexual
marriage from the possibility that, many years from now, some state legislature might wish
to re-label the civil unions that other provisions of the Musgrave amendment will

- immediatély authorize.

An independent concern should, even at this Iate date, move the President towards a full
trust-the-people approach: the need to succeed and prevall

In an era of sharp partisanship, with both partles at near-equal strength, any anti-gay -
marriage- amendment may not even be able to clear the jurisdictional Congressional
committees. Such an outcome would rightly be treated as a-major leadership failure by a
President unable to even get a floor debate on a major issue in'a Congress his party
controls. As, to a lesser but significant degree, would be the increasingly likely '
overwhelming defeat of an anti-gay marriage amendment on the floor of either house.

Conservatives increasingly understand the "less is more" principle of public policy
engagement, by which the-core evil sought to be eliminated isn't always made the focus of
their efforts to the exclusion of others. They further understand that, with effort, they can
lead major bipartisan initiatives without sacrificing their core principles -- that beleaguered
us v. them struggles against cultural and religious moderates and liberals need not always -
be foreordalned :

Early proponents of the partial-birth abortion |n|t|at|ve were bitterly condemned-as
compromisers willing to settle for the "not even a slice of the loaf" reform that would
"inevitably" become the right to life movement's final stopping point. Those critics have
been proven wrong, as debate and passage of the partial-birth abortion ban has split and
dispirited the pro-abortion movement, generated a major shift in American public opinion
on .abortion and caused millions of undecided Americans to take more guarded views of

© its'legitimacy. Similarly, the argument made by some conservatives that the International

Religious Freedom Act's strong focus on hardcore persecution implicitly sanctioned
religious discrimination is now seen as having been badly mistaken. Utopian critics of the
Act failed to predict that its passage would cause Americans to powerfully identify with
millions of believers who were being tortured and murdered for their faiths, marginalize
-anti-faith bigots who opposed any effort to make religious freedom a core U.S. foreign
policy component and thus more fully engage the American people in combatlng both
rehglous persecution and dlscnmlnatlon ,

leeW|se with a trust-the-people, pro-democratic process amendment. Because -
Americans will more passionately contest their exclusion from decisions regarding
marriage, an amendment singularly focused on the Massachusetts Supreme Court's one-

http://www2.tech'centralstation.com/ 1OSl/prihter.jsp?CID=lOS1-022704H | o $3/1/2004
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vote majority decision will more powerfully shape publlc oplnlon on gay marrlage than
would a badly losing effort to ban it.

Conservatives wishing to reach Americans who either support gay marriage, or those who
oppose it but equally oppose campaigns even implicitly directed against gays, should be

. on the side of open channels of debate that offer gay marriage proponents a fair -
opportunity to persuade others of their views. By so doing, conservatives will more easily
persuade the country that they should not be denied the right to democratic recourse by
runaway courts. A pro-democracy amendment will focus America on the arrogant finding
of four of seven Massachusetts Supreme Court judges that only bigots could disagree with
their views on gay marriage, that there is "no rational basis" for any conclusion on the
subject but theirs -- a position likely to find little support with voters who rightly believe that
they and their elected representatives should have something to say about the matter.

The President can seize moral and political high'ground by supporting a pro-democracy
amendment and simultaneously expressing both his strong belief in traditional
heterosexual marriage and his respect for those who disagree with him. In doing so, he
would be joined by religious leaders who share his'views and by gay marriage supporters
who do not, with both expressing support for democratic governance as the right way to
deal with the issue. Such an event may alienate some conservatives for its seeming
"openness" to the prospect of an outcome they abhor, although others will see it as the
fairest means of deaIrng with the issue, and still others will understand it to be the only

. feasible means of reining in courts poised to impose it on otherwise unwilling Americans.
(The problem with conservatives is that the Presrdent‘s announced support for some form
of "marriage is between a man and a woman" language is that many conservatives will
see subsequent support for a pro-democracy approach as a retreat from a previously
announced promise.) Supporters of gay marriage who support a pro-democracy
amendment will take evén more heat for endorsing the President's moral legitimacy on the
issue and for removing the only presently realistic means of achieving gay marriage, but
such principled advocates are there to be found if the President seeks them out.

Mrs. Bush's recent comments at a Santa Monica press conference make her views of the
issue senS|b|y clear. Describing gay marriage as a "very, very shockrng issue for some -
- people," she went on to say: ,

t's’an issue that people want to talk about and not want the -
Massachusetts Supreme Court, or the mayor of San Francisco to make
their-choice for them | know that's what the presrdent thinks.

| thlnk people ought to have that opportunity to debate it, to thrnk about it,
to see what the American people really want to do about the issue.

© Whatever language he proposes, it's.clear that the President gets'it in all respects Ata
recent press conference, he first noted that he "strongly believe[d] that marriage should
be defined as between a man and a woman," then expressed-his support for "law" that
would do so. He then indicated that he was "troubled by. actlvrst judges who are deﬁnlng
" marriage,” and concluded as follows:

I'm watchrng very carefully. But I'm troubled by what I've seen. People
need to be involved with this decision. Marriage ought to be defined
by the peop/e not by the courts. :

* "By the people; not by the courts” is the unifying federal constrtutlonal standard around
" which most Americans could, and with Presidential leadership, would rally, with "marriage
“between a man and a woman" language of the sort the President rrghtly favors best left for -
state legislation and state constitutions.

This week’s indication that the President intends to support such "marriage is between.a
man and woman" amendment language has had the predictable effect of dwarfing his
more consequential support for full state freedom to legislate all but M-word IabeIing of
. gay unions. ltis being almost exclusrvely reported as his endorsement of a campalgn
against gay marriage. - .

Not having yet sent specific amendment Ianguage to Congress, the President has a :
limited window to propose a unifying pro-democracy amendment designed to deal with the
-mushrooming crisis created by the Massachusetts Supreme Court. But his time to do so
is very limited, for later-day support of a pro-democracy amendment in the face of .
diminishing support for the Musgrave amendment is likely to be seen as an.act of political
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expediency rather than principle.

For thls reason alone, a qumtessentlally decent Pre5|dent who harbors nota shred blgotry
towards gays will need to rapidly move in the direction.of a pro-democracy strategy that
will protect him from unfair caricature, lead the country and carry the day.

The author is a senior fellow with the Hudson Instltute and Dlrector of the Hudson
~ Institute’s Project for Civil Justice Reform and Project for International Religious Liberty.

Copyright © 2004 Tech Central Station - www techcentralstation.com

http://Www2A.techce_nfralsfation.com/ 105_1/pfinter.jsp?CID=1051-022704H | . 3/1/2004



EREI R “ N REY

THE OMNIBUS APPROPRIATIONS BILL

-ARE APPROPRIATIONS FOR DOMESTIC PROGRAMS EXPLODING"
by Richard ‘Kogan Revised December 31, 2003

When Congress reconvenes in January, the Senate will consider the omnibus appropriations bill. The

. development of the bill and its passage by the House on' December 8 has been accompanied by charges
that appropriations in general — and appropr|at|ons for domestic | programs in particular — are spiraling
out of control. ;

i , This analysis examines the rate of growth in appropriated (or “dlscretlonary ) programs in flscal year

2004, assurning the omnibus bill becomes law. The analysis also examines growth rates in discretionary -
programs over the past several years. The analysis is based on official Congressional Budget Office

- estimates of funding (or “budget authority”) for d|scret|onary programs, adjusted to-account for technical
: anomahes (See the Appendix.)

_As the analysis indicates, total funding for domest/c d/scret/onary programs outside of homeland secur/ty :
will.not increase at all in fiscal year 2004, after adjusting for inflation.. In the previous year — fiscal year

. 2003 — overall funding for domestic discretionary programs outside homeland security actually declined,
once inflation is taken into account. Thus, the $389 billion that would be provided in fiscal year-2004 for
domestic discretionary programs outside homeland security would be $7 billion (or nearly two percent)

.- less than the amount of funding that these programs received in 2002, after adjusting for inflation.

: The overall appropriations level for defense, homeland securlty, and international affairs woulid increase
“in 2004, although the increase would be much smaller than in the previous two fiscal years.
Appropriations for defense, homeland security, and international affalrs would r|se by 1.9 percent in 2004
after adjusting for inflation.

- Appropriations for all discretionary programs — defense, international, and domestic comblned — would
increase by one percent, after inflation is taken into account. Wlthout adjusting for inflation, the i increase
would be 3.0 percent.

Increase in Fundlng for Annua||y Approprlated Programs
in 2004, |
Assuming Enactment of Omnibus Bill o
v % Increase, % Increase,
Before Adjusted for
Inflat|on " " Inflation o o
Defense, International, - 3.8% 1.9%
Homeland Security ’
Domestic (outside =~~~ .. - 1.9% - 0.0%
homeland) R S ' ;
Average for all . v 30% - 11%
appropriated programs T '

‘It should be noted that the funding levels for defense, homeland security, and international affairs
represent modest growth from a very high 2003 funding-level base. This part of the budget received
. dramatic increases in funding in both 2002 and 2003.- Funding for defense, homeland security, and -
international affairs jumped 22 8 percent in 2002, after adjustlng for |nflat|on It then rose another 17
- percent’in 2003




»  Funding for defense, homeland security, and.international- affairs stood at $345 billion in
fiscal year 2001.. It will be $534 billion in 2004, assuming the omnibus bill is enacted.
o "This represents an increase of $189 billion — or 55 percent — before adjustment for -
: lnflatlon After inflation is taken into account the increase 1s 46 percent.

J By contrast, funding for domestlc dlscretlonary programs outside homeland security
-increased from $336 billion in 2001 to $389 billion in 2004, an increase of 15.9 percent -
before adjustment for inflation and 9.8 percent after inflation is taken into account.

e Thetotal level of appropriations for all discretionary programs will be $204 billion higher -
" in 2004 than it was in 2001, after adjustment for inflation. One sixth of this increase — or
$35 billion — occurred in domestic. programs. The other five-sixths occurred in defense,
mternatlonal affairs, and homeland security. programs.
: . Table 2
Fundlng for Annually Appropriated Programs,
Assuming Enactment of the Consolidated (“Omnlbus”)
Approprlatlons Bitl

2004

Percentage
growth - -

In current
‘| dollars.
(billions)

Defense,

Int’l,
--"Homelan

d i

$534 - 3.8%

Domestic - $389 1.9%
(outside ‘ ‘
homeland

) .

In ccnstant»
2004 dollars-
(billions)

Defense,
Intl, -,
Homelan
4

$534 1.9%

. | - Domestic
(outside
~homeland

) /".

$389 0.0%

As Table 2 shows, once the large budget surpluseé that were projected in 2001 at the time the 2002
budget was being written had evaporated, growth in domestic discretionary programs halted. There has
been no further growth in this part of the budget (in inflation-adjusted terms) since 2002. Moreover, a part
of the increase in'domestic appropriations that occurred in fiscal year 2002 reflected disaster relief and
_reconstruction costs in New York City, stemming from the terrorist attacks of September 11, 2001.
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‘Growth in defense, international affairs;. and homeland Secu'rity, continues in 2004, but at a subst‘antially

reduced pace. The funding level for this part of the budget remains unusually high, however, both ‘
because of military and reconstruction costs in Iraq and Afghanistan and because-of major increases in
defense and homeland secunty that are not reIated to Iraq and Afghamstan and are expected to be o

Funding Levels as a Share of 'the' Econ_oymy

Another way to understand these trends is to exarnine changes in discretionary spending relative to the

~ size of the U. S. economy (i.e., the Gross Domestic Product). As Table 3 shows, overall funding for
: ‘~d|scret|onary programs chmbed from 6.8 percent of GDP in 2001 to 8.3 percent in 2003, a very sizeable
‘|ncrease for a two -year per|od This IeveI will edge down to 8.1 percent of GDP in 2004 1

Virtually all of the increase occurred in defense homeland security, and international programs. That part
of the budget stood at 3.4 percent of GDP in 2001, but jumped to 4.8 percent of GDP by 2003, before
edging down to 4.7 percent in 2004. By contrast, funding for domestrc discretionary programs outside
homeland security equaled 3.3 percent of GDP in 2001 and will stand at 3.4 percent of GDP in 2004.

Fundlng for this part of the budget declined reIatlve to GDP in 2003 and will edge down again in 2004.

L Table 3 »
Fundlng for Approprlated Programs Relatrve to Gross Domestic
v Product
v Defense, c
T : ~* International Total
- Affairs, Homeland ota
- Security
2001 0 34% 6.8%
.2002 L 4% 7.8%
2003 48% - 8.3%
. 2004 : 47% 8.1%
Note: rows may not : i )
add due to rounding

In 'short, dornestic discretionary programs,have played a modest role in the rapid‘growth of appropriations

" that has occurred over the past three years. Of late, some pUndlts and policymakers have decried the

rapid growth of overall appropriations during: the last three years ‘and have implied or stated that this
year’s appropriations bills continue that pattern or that domestic approprratlons are substantially to
blame." Neither of those contentlons wrthstands analysrs

t

. The Most Recent Three Years Compared With the‘Three‘ Years Before Them

" Afurther perspective on budget trends in discretionary programs is provided by comparing average ,
" annual rates of funding growth in fiscal years 2002, 2003, and 2004 — the period of President Bush's

presidency to date — to rates of funding growth for the previous three fiscal years. Table 4 displays the
average annual growth rates over these two perlods f|scal years 1999, 2000, and 2001 versus fiscal
years 2002, 2003, and 2004. :

3

‘The average growth rate in fundrng for drscretronary programs has |ndeed been consrderably higher i in

2002,2003, and 2004 than in the three years before them. 'This increase in the rate of growth for

,dlscretlonary programs has been drlven entlrely by faster growth for the defense-international affairs-



"homeland schrity part of the discretionary budget. T"l"heavrer.age growth rate for domestic programs
outside homeland security has, in fact, declined relative to the rate in the earlier three-year period. '

e After adjusting fer inflation, the average annual rate of growth in funding for discretionary
programs was 4.2 percent in the three final Clinton budget years and 8.7 percent in the

first three Bush years. The average rate of funding growth thus more than doubled under

_ the Bush Administration, despite the fact that the final Clinton years were a time of
growing budget surpluses while the recent period has been one of mounting deficits. '

e This overall upward trend for the most recent three years masks quite divergent trends,

" however, for the different categories of discretionary programs. The average annual rate
of growth for defense, homeland security, and international affairs funding more than -
quadrupled, from 2.9 percent in the final Clinton years to 13.6 percent in the Bush years.
By contrast, the average annual growth rate in funding for domestic discretionary
programs was cut nearly in half, from 5.6 percent in.the final Clinton years to 3.2 percent

in the first three Bush years (These figures represent the growth rates after adjustment
for inflation.) S

As noted above, increases for domestic dlscretlonary programs ended after fiscal year 2002 in inflatiori-
adjusted terms. The budget for fiscal year-2002 was developed. at a time when the Congressional Budget
Office and the Office of Management and Budget projected large surpluses for decades into the future,
the President was maintaining that the nation could afford large tax cuts and a.prescription drug benefit
and have large surpluses left over, and the Federal Reserve chairman:was warnlng of a risk that the
federal debt m|ght be paid off * too quickly.” :

Table 4 .
Average Annual Rates of Growth i in Approprlated Fundmg
' in 2002 2003,
and 2004 -
In current dollars
Defense, ‘Homeland, Int’l . 15.6%
Domestic (outside 5.0%
homeland)
Al appropriated funding 10.7%
. After adjustment for inflation
Defense, Homeland; Int'l 13.6%
Domestic (outside 3.2%
homeland)
All approprlated fund|ng 8.7%

”Discretionary Spending In‘creases, Tax CUts, Mandatory Program Increases, and Deficits

" Arelated question concerns the role that the increases in funding for discretionary programs have played
in the emergence of deficits. The budget data demonstrate that declines in revenues — both as a result
- of tax cuts and for economlc and technical reasons.— have been a much larger factor than increases rn



“either discretionary or mandatory spendlng TabIe 5 compares expendrtures and revenues in 2001 and ) ‘

2003, measured as a share of the economy.

As the table indicates, decreases in revenue have been about twice as significant as increases in
spending in accounting for the stark change in budget outcomes between 2001 and 2003. The increase
in expenditures attributable to domestic discretionary programs' during this period is the least significant of

the factors accounting for only about 7 percent of the budget deterloratlon

‘Table 5
Change in Budget Outcomes from 2001 to 2003, as a Share of GDP
' contribution to total
change
’ Change from surplus to 100%
) def|C|t
Decreased revenues 69%
Increased expenditures: 31%
mandatory pro‘grams %
defense lnternattonal 18%
homeland
‘domestic'dis‘cretion‘ary 7%

Table 6 makes the same point in a different way: it shows CBO’s estimates of the budgetary effects of

© legislation enacted since January 2001. Here, too, spending increases — and especially those
~ associated with domestic appropriations — are shown to be much less significant in explaining the budget

deterioration than tax cuts. If we examine the total cost in fiscal year 2004 of all legislation that has been

‘enacted since January 2001 (including the assumed enactment of the pending omnibus appropriations

biil}, we find that increases in expenditures for domestic discretionary programs have amounted to only 5

" . percent of these costs Tax cuts account for 57 percent of the: totaI cost of Ieglslatlon enacted in the past o

three years

Table 6
The Costi in 2004 of Legislation Enacted Since January 2001
] CBO estimates in billions of doIIars

share of
total
tax cuts _ 57%
defense, international affairs, and homeIand security 29%
entitlement i |ncreases 9%
domestic approprlated programs 5% -
‘Total Cost of Leglslatron . ‘ ‘ - 100%
Note: The figures shown above mclude both the direct cost of Ieglslatlon and




.the associated interest costs. Both tax cuts and program increases have :
increased the federal debt above the levels projected in 2001, thereby. .
increasing the interest payments on the debt-above the Ievels that were "
pro;ected in 2001. .

Conclusion

Some recent public pronouncements have suggested that the def|C|t is. swelling primarily because
spending is exploding, including spendnng for domestic programs. This line of argument is flawed in two
_respects; first, tax cuts and other revenue losses are twice as significant as spending increases in
. explaining the return to deficits over the past few years; second, the increases for defense, international
) affairs, and homeland security have been much greater — and thus have played a substantlally Iarger
role i in the return to deficits — than the increases for domestic appropriations. '

, Appendix
Adjustments to CBO’s Data

- We adjust CBO’s budget data in several ways, in order to prowde totals that more accurately reflect year-
to- year changes in funding levels for approprrated programs. - .

. Transportatlon trust funds. The pr1ncrpal adJustment is'to lnclude the amounts
provided in transportation appropriations bills for highways, mass transit, air traffic ,
control, and other programs that are covered by the transportation trust funds. CBO does

- not include these amounts in its official figures on-overall budget authority levels for
domestic discretionary programs for technical reasons. Although the funding to cover
these appropriations comes from the transportation trust funds, these funding levels are
clearly discretionary: Congress uses the annual approprlatlons bills to establlsh the
funding levels for these programs_each year

, Another |nd|catton that the funding levels for these programs are d|scret|onary is that when Congress
¢ imposes across-the-board cuts in dlscret|onary funding, as it has done in this year's omnibus.
- appropriations bill, the funding levels for these transportation programs are fuIIy subject to those
. reductions. Furthermore, CBO classifies the expenditure of these funds as discretionary spending, even
© though the appropriations that result in that spending is not counted in the discretionary funding totals.

‘¢ Forward Funding and Advance Approprlatlons We have also adjusted for t|m|ng
anomalies associated with certain “advance appropriations” and “forward funding.” From
time to time, Congress changes the financing mechanisms for some “forward funded”
programs that have 12-month funding periods that straddle two fiscal years. Congress
converts a single 12-month appropriation of forward-funded budget authority for these :
_programs to two separate appropriation items:that are*both included in the same

- appropriations bill. The first of the two items is a part-year regular appropriation for the
coming fiscal year. The second item is a part-year ‘advance” appropriation for the

. following fiscal year. Together, the two appropriation items continue to cover the same
12-month period as the srngle approprlatlon |tem that was |nc|uded in prior approprlatlons ,
 bills. . .

‘Inthe f|rst year in which such a change is made the amount approprlated for the comlng fiscal year
appears to be substantially reduced from the previous year’s appropriations-level, because the funding for
the second part of the 12-month period.is no longer recorded as an appropriation for the coming fiscal

- -year. This is clearly a timing gimmick and has been widely recognized as such. OMB has characterized
this maneuver as a “distortion,” and Congressional rules have attempted to bar its further use. Moreover,
the Department of Education, in presenting its budget (which includes most of the programs in which this -
-change was made), corrects for this distortion by attrlbutlng these advance appropriations to the coming

frscal year. In this analysis, we do the same. L

. Housing Assistance Figures on fundrng Ievels for aSSIsted housung programs can be
subject to two types of distortion. First, the housmg totals understate the level of housing
assrstance provided each year because a portlon of the aSS|stance continues to be



funded from budget authority included in appropriatiens bills enacted many years ago to'
cover 20-year or 30-year housing contracts. 'Because that budget authority was recorded
" as an up-front lump sum when it was enacted, it.is not recorded in current budgets.

The degree to which the amount of new budget authority that is provuded for these programs in the annual

appropriation bills understates the programs’ overall funding levels will, however, vary from year to year,

~-as old multi-year funding contracts expire and are replaced by new one-year contracts. The level of
fundlng included in the multi-year contracts that expire each year varies markedly from-one year-to the
next. ' .

- Second, and adding to the difficulties in comparing year-to-year funding levels for the housing assistance
programs, Congress periodically addresses build-ups of assisted housing funds that have turned out to
be in excess of actual costs by rescinding unused funds; these rescissions count as “negative” budget
authority in the year in which they are enacted. The t|m|ng of these rescissions is irregular, and their size
varies substantially. ‘ ,

-Each of these factors causes large year-to-year fluctuations in the levels of new budget authority that are =
provided for the housing assistance programs in the annual appropnations bills and that consequently
appear in the official budget figures. These fluctuations are not meaningful in reality. There is no ideal
method of handling these distortions in comparisons of year-to-year funding levels that include the
housing programs. We address them in the soundest way available, by using housing expenditures

* rather than funding in our totals, because ‘housing expendltures are not subject to either of these
distortions. : _ e ,

o Change of Administrations. Our figures for fisCal 2001'show. the appropriations for that
year enacted under the Clinton Administration. Supplemental appropriations enacted
under the new Administration and Congress, primarily the first $20 billion in the “911”
supplemental appropriations bill, are attributed to fiscal year 2002. We do this because’
we, the Administration, and others generally attribute 2001 funding to the Clinton
Administration. This is accurate with respect to the regular appropriations bills enacted in
the fall of 2000. But it would not be accurate to attribute the supplemental appropriations
bills requested and signed into law by PreSIdent Bush.in the summer and fall of 2001 to
the Clinton Administration.

The total effect of our adjustments is shown'in Table 7, below. Note that the adJustments make only a
~ tiny difference in the funding growth rates for 2004, because the adJustments for fiscal years 2003 and
2004 are nearly |dentical :

v Table 7
Adjustments to “Scored” Budget Authority Used in Our Analysls
Dollars in billions '

Budget authority as officially recorded

- Add funding from transportation trustfunds B
Adjust for the “advance approprlatlons glmmick'

AdeSt for assisted housnng anomalles

Adjust for the change in administrations I

Total adjustments

Figures used in our analysis

* means “less than % billion”
Note: Columns may not add due to rounding




. End Notes:

W These calculations ére based on revised estimates of GDP, issued by the Bureau of Economic Analysis after this analysis was first’ —. =
published-on December 16, 2003. GDP estimate forflscal 2004 are: based on the actual results for ﬁsca| 2003, increased by the percentage )

- assumed by: CBO in its August 2003 baseline:

2 Revenue and expendlture projections for 2004 exust but are outdated; the level of revenues for 2004 is unusually hard to forecast,
" because it's not yet clear how rapid the economic recovery will be. In Tables 5 and 6, the figures for domestic discretionary programs and

for defense, international, and homeland security programs represent expenditures {or outlays) rather than funding (or budget authority) for
these programs. Thus, the data are similar but not identical to those that underlie Tables 1 through 4. Expenditures (rather than funding) are
used for Tables 5 and 6 because deficits or surpluses are calculated as the difference between revenues and expenditures in any given year.
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' .The .New York Sun'
>> March,l4,.2064“j
- .‘Race. and the GOP

C by ALICIA COLON =~ . i

. 'The numbers for'Tuesday‘s Democratic primary-are shocklng Roughly'
700,000 of the 5 million-plus registered voters bothered. to vote. If I -
were the DNC, I would be concerned about ‘the upcomlng electlon '

Their almost- crowned cand1date, John Kerry, had the hllarlty to suggest
1that he would be following in Pres1dent Clinton's footsteps-to be the-.
second black pre51dent Poor Reverend 'al Sharpton couldn't even get

- more; than 8% in his home base and yet' the multimillionaire Mr. Kerry .
*thlnks he. can relate to! the black- commun1ty as well as ‘po' boy- Clinton.

wI llve in a part of Staten Island. that is usually polltlcally act1ve
In 1988, when Jesse Jackson visited:a ‘local’ Bapt1st ¢church, he drew huge
rcrowds . who eagerly greeted the first.black man_tovrun for,presldent

‘'This past Tuesday, the local’polling sité a block from this church was
devoid :of- any similar commotion.Absolutely no one. I spoke- with was .
“interested in voting.Some ‘residents- were not’ even aware that there-was a
’prlmary There ‘were no visits. from any of the. cand1dates John Edwards
“had made ‘an earlier trip to Staten Island but. not to this- nelghborhood
wh1ch is heav1ly Democratic and. has a hlgh percentage of m1nor1ty Voters.

'Last‘year, Rev. Sharpton sa1d‘the Democratlc,Party shouldn't take the
black vote for granted. . Perhaps-that-was behind Mr." Kerry's attempt to
woo the vote of an 1ncreas1ngly d1senchanted black commun1ty o

g’ Themquestlon, of course, is why is Mr. Cllnton even con51dered the
“~first black president? The answer to that puzzler is that the

s rmainstream press can-anoint any, pollt1c1an it chooses

" “Certainly, Mr.  Clinton had an adm1n1strat10n that was racially and
~ethnically diverse and the press applauded thlS historic.change. That
President Bush has exceeded h1s percentages is not. llkely to register. in

7any headllnes

-When the former Cllnton press - secretary, Dee Dee Myers,'charged that

Mr. Clinton's' inner circle was known as "the whlte boys club, " her

“'remarks were ignored. By contrast, two of’ ‘Mr. Bush's senior advisers
“are 'Colin Powell and Condoleezza R1ce, both African- Amerlcan ‘Again,

~the press has dec1ded - so. what° Tl e N '

Remember all the fuss about the Confederate flag flylng over the South



Carolina capltol in 20007 The flag issue became a national story to
embarrass Mr. -‘Bush, but Rep. J.C. ‘Watts, the only black Republican in
Congress,” stepped up to defend him on CNN: "It was.a Democratic governor
by the name of Ernest Hollings" - now a Democratic. genator - "that ’
raised the Confederate flag," Mr. . Watts said. "I cry for consistency.
If you mention George -Bush, you surely .have to mention Ernest »
Hollings....We wouldn't even be talking about this.issue if Ernest

'Holllngs wouldn't have ra1sed the Confederate flag to start with.

'Democrats George Wallace and Lester Maddox were key Southern ‘governors
to block school integration; but Democratic bigots seem to get passes by

the press. -So many remarks have been made by liberals:-.about forgetting

past peccadllloes when they are remlnded “that ‘the esteemed senator of
. West Virginia, Robert Byrd, was: a former ‘member. of the KKK But there's
no forgettlng any transgress1on Dubya made as-a Yalle ' » ' :

"Things are changlng, thanks to the Internet the many conservat1ve
‘bloggers of. all ethnicities, and' the. Fox News Channel. Although the

figures ‘are not huge, there are increasing numbers. of influential blacks.

‘marking their distance from the: party:‘and making reasonable.

reassessments of thelr polltlcal 1nvestments

N

'They’are buylng books,and llstenlng on talk,radioito,black'conServatives

like Larry Elders, Alan Keyes, Ken Hamblin, and Armstrong Williams.
They now have the opportunity to read and llsten to Star Parker, author

- of "Uncle Sam's Plantation," who was recently .on C- Span s "Book Notes".
"sharlng her wisdom derlved from her experlences w1th1n that plantatlon

The issue.of gay marriage and the 1111c1t éremonies that seem to be
steamrolllng all over'the country is also: hav1ng a negative 1mpact on a .

‘black community that tradltlonally has regarded homosexuallty as agalnst

the1r core values

‘If the. GOP is smart it w1ll heed" the lessons in the book "Back to

Basics .for the Republican Party," by Mlchael zak. TFor those black
Democrats who' wonder if they should invest any more of their trust in a

'party that abandons them after galnlng the1r vote, th1s book is an
‘eye opener as well. . . .

f,Very few people know that durlng the Reconstructlon era, the Ku-Klux -

Klan was the ‘terrorist w1ng of the.Democratic Party: ‘The Civil Rights
Acts of 1866, 1875, 1957,-and. 1960 were Republlcan laws :Nor-do many .

.- know that more ‘Republicans. supported the 1964 C1v1l nghts Act and the
1965. Votlng nghts Act- than did the Democrats :

“How“many femlnlsts know that after belng arrested for’castlng a vote in

1872, 'Susan B.Anthony- boasted to. Ellzabeth Cady Stanton that -she had

"voted the _straight Republlcan t1cket'>

The GOP. has ceded ‘its hlstorlc reputatlon ‘as a frlend of the black :

‘”communlty to the Democratic Party without much of a fight. It's time to
“~vigorously support candidates who will bridge ‘the d1v1de that has been

forged by .dubious facts and d1stortlons .. It's ime,. indeed, to-get back'
to. ba81cs . : : Ao C
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Notable News Now
March 12, 2004

The Free Congress Commentary ,
The Popular Vote In The Electoral System
By Marion Edwyn Harrison, Esqg.

The Electoral College is a ho-hum/so what subject. Not very many voters understand it;
not very many voters care about it. Given the ignorance of most high school, and many -
college, graduates, probably only a small percentage of voters could explain why it was
created, what it is, how it functions.

Since President George W. Bush was elected in 2000 with a majority of the Electoral
College but a minority of the total popular vote, some liberal Democrats .- especially
those who are, or are said to be, "mad" (referring to attitude, unless coincidentally not
to mental state) - harp over and again upon the irrelevant point, thereby displaying their
ignorance of the Electoral College and of American government and history.

Forget total national popular vote. As the shibboleth says, we're a
republic, not a democracy. Popular vote within a particular State matters;
popular vote in the national aggregate is only fodder for disgruntled political agitators.:

Let's.view only the 20th Century. Democratic candidate [Thomas] Woodrow Wilson in 1912
received 41.8%.of the (then all-male) total popular vote - and won. In 1916 he received
49.3% - and won. President Harry S. Truman, elevated from the Vice Presidency upon
President Franklin Delano Roosevelt's death on April 12, 1945, ran for a full term in
1948, received 49.5% of the total popilar vote - and won. Freshman Senator John
Fitzgerald Kennedy received 49.7% in 1960 - and won (perhaps because defeated Vice -
President Richard Milhous Nixon did not challenge what appeared to be flagrantly
fraudulent votes in two states). 1In 1968 the same.Mr. Nixon received 43.4% ,

-.and won. In 1992 Governor William Jefferson Clinton received 43% - and won. In 1996
President -Clinton received 49% - and won. In 2000 Governor George Walker Bush received
47.8% - and won. Thus, in the 20th Century, from Wilson's 41.8% to Kennedy's 49.7%, five
candidates plus Mr. Clinton two times out of two won w1thout a ma]orlty of the total
popular vote. -

The Fouhding Fathers did not have in mind total, or necessarily any other, popular vote
when they wrote Article II, Section 1, ‘into the Constitution: i

Each State shall appoint, in such Manner as the Legislature thereof may direct, a Number
of, Electors, ‘'equal to [the number of the State's : T
_congressional delegation]. "[{Emphasis supplied.]

How the State Legislature chose those Electors was the sole prerogative of the State
Legislature - by popular election upon a one-man/one vote basis, by popular election among
citizens who owned land, by election of the State :
Legislature, from within the State Legislature, what-have-you. There was

something between a hope and an understanding that responsible and substantial citizens
would be chosén Electors, to utilize their .own judgment, political parties as such having
“‘not come into vogue, and the notion of every political ignoramus having a vote being at
best not widely held. ' ' '




Now, of course, every State elects its Electors by the same universal suffrage by which
any other elective officeholder is elected. To a point, however, the theory - and clearly

_ the practice - is the same: States (and pursuant to Amendment XXIII also the District of
Columbia) elect the President, the aggregate popular vote does not.

The foregoing accounts for the reason that presidential and vice presidential candidates
campaigh disproportionately in pivotal states and even the more in large pivotal states.
Thus, one would not expect President Bush to spend much time in Texas or Senator John
Forbes Kerry, if he's the Democratic candidate, to spend much time in Massachusetts.
Whether this consequence of the Electoral College is beneficial or baneful to the Republlc
is a matter for political sc1ent1sts to conjecture

What is relevant is that neither the Electoral College system nor the practical political
campaign relates to total popular vote. Those who continually whine - or, worse yet,
claim some kind of fraud, unfairness or illegitimacy - about the 2000 Election result
might consider displaying. their ignorance in some other fashion. They unfortunately
disproportionately are the same people Senator John Edwards -and other "Trial Lawyers" like
on their juries - ignorant, emotional, oblivious to causality, generally well intended.
‘Those who appeal to .them ought to be the more ashamed.

Marion Edwyn Harrison is President of, and Counsel for, the Free Congress ‘Foundation.
The Debt To The Penny

03/08/2004 $7,100,583,000,173.98

03/05/2004 $7,099,567,295,565.79
02/27/2004 $7,091,943,110,094 .84
10/14/2003 $6,816,232,489,123.39

"<http://www.publicdebt.treas.gov/opd/opdpenny>

"Solvency is maintained by means of a national debt, on the principle, "If you -will not
lend me the money, how can I pay you?" Ralph Waldo Emerson
(1803-1882) ' :

Today s FCF News on Demand
Visit. http://www. fcfnewsondemand. org/ to hear this story:

Representative Ralph M. Hall, (R-TX): LBJ:YA short‘Remembrahce

_People are listening. to FCF News on Demand. Be sure to let your friends know that they can
hear leading conservatives talk about issues that are important to the future of our
country. Please tell your local radio

stations and talk show hosts about FCF News on Demand!

)Three books for $1 each. :
To learn morée about the Conservative Book Club
click here http://www.conservativebookclub. com/J01n/J01nHome asp?sour_cds= WC00166

For media inquiries, contact Jill Farrell mailto:jfarrellefreecongress.org

Visit us on the web at http://www. freecongress.org/, http://www.judicialselection.org/,
and http://www.fcfinewsondemand. org Letters ‘to the editor are welcome and may be publlshed
‘in future 1ssues :

This publication is a service of the Free‘Congress Research and Education Foundation, Inc.
(FCF) and does not necessarily reflect its views. It is not an attempt to aid or hinder
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: : : The Honorable Karl Rove
.  HONORARY ~ " o C hret Ot Staft
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: o , Washmgton DC
~ HONORARY CO-~ - ‘ _ _ R
Snl:tlg'sl\ﬁtch McConnell * Dea: Karl L I March L1, 2004
.S}enatprl)}amel;\kalm : [N - A S .
- BOARD OF DIRECTOKS ' Dr Joe McIlhaney kmdly mformed ‘me that he forwarded my e-mail mth my
_ANDOFFICERS: . . . Executive Summary on the International Center for Human Development at Tsmghua
JaneH HWPRD - o Umversrty to you for your review. “Tsinghua University was built in 1911 with funds .
}::p’;“a: €O .donated by the United States Government, now Tsinghua University is the most _’
-President© - influential University in China. Many leaders of China including Chairman Hu Jin- *
gi:‘:‘r‘l::l:‘ MD, . tao graduated from Tsinghua University. It is interesting to note that Tsinghua |
o Michael Butler "= University has more credibility than the Chinese Government, the leading Umvemitieq o
e :“L“i‘;‘b éh b _and foundations of the United States prefer to work with Tsinghua University. The -
| Vice President, Public . - International Center to be established by the China Foundation and Tsinghua

Health - University will coordinate all international projects related to health, education, social
Bing Yao, P D. - Vi ice

. President, Education - welfare, political tralmng and other human development programs mcludlng
- Hon. Jill Kent ). D. = Vige _
 Prosiden, Desclopsiont - © HIV/AIDS preventlon and treatment-in Chma

Mark Solomons, J. D. ~ ’

l\lm::;de"' Health. oo At the present tlme the Chma AIDS Allrance formed by Former Presrdent ‘
. corgincUong- -~ . - Clinton, Bill Gates and Dr; David Ho who are all active Democrats seems to dominate .~
. ﬁ:mv“m";) B HIV/AIDS prevention and treatment in China.’ I hope President Bush will take a -
- Board of Director, Secretary. - l€ading role in establishing the International Center to coordinate domestic and
: 232'&715’23\3; D . international HIV/AIDS projects in China including the China AIDS Alliance
" Richard L. Backo, P D.- . projects. The goal of the International Center is to train the Chinese Gov emment S

. }Jf;f:‘“::“‘““"‘m ~ Officials to handle the problems of China themselves. The Kennedy School of -

* Vice Chairnian, Education - - Government of Harvard University collaboranng with the China Foundation is domg
Vriliam Conrad, M. D= an excellent job training the Chinese Government Officials including all Vice-

Richard N Wit MD.—  Ministers on HIV/AIDS education and pohcv ‘The International Center at Tsinghua

'Umversrty wrll have 1mmed|ate and long lastmg 1mpact on China and Chmese people

Shieh Fan Hsu -
" Board ofDu_ector ) B
. ‘Rena [lung = - IR T . ' “ .~ T v : .
Boad of Dreaor” - - Enclosed please ﬁnd a proposal w1thout Appendix matenals for you to review. If ‘
" Rene C. Miller ~Health . you and President Bush are interested, I shall send you the cornplete proposal book
f:ff':’:“ Q?;:?:y b - with a CD to be reviewed by your staff and Advisors, It only requires some seed
Medical Advisor - _money to start the project. soon, after the Center is establlshed in two years, the

- Chienyun®u Ph D~ Chinese Government will'support Tsinghua University to sustain the function and -
Nursing Education Director | . ;
R development of the Internanonal Center as an-éverlasting monument of US China

' ‘3’?‘?“:"‘? - ﬁ1endsh1p for: world peace and prosperlty Please contact me any time- by e- mall at -
aylor,

Web Site: . campaigning Ior President Bush o win the election.
: www chirmoundanummt ) . v R e ;

" Sin ‘erely,’,g"

.- i&te B Hu, Ph. D.




Jane H. Hu, Ph. D. -

Dr. Jane H. Hu is Founder and ’“har‘ma" of the (‘h,m Foundation, Inc., a ﬂor‘-p, ofit .
charitable organization and Think Tank founded in 1997 and former Pre51dent Gerald Ford
serves as Honorary Chairman. Dr. Huis currently servmg as a Member of the Presidential

’ Adwsory Council on HIV/AIDS i in. Washmomn D.C

“In 2000, fhe China Foundanon raised ﬁmdc to acnvafe more than $10 ml!hons from fhe

“World Bank to build Township Health C enters in under-developed areas of China for -

maternal and child care, hepatitis B immunizations for newborns, tuberculosis. treatmems
surgical removal of cataracts and services for the elderly. From 2001 to 2003, the China
Foundation, in partnership with the World Bank, has built a total of 120 Health Centers in -
China. The China Foundation, in partnership with UNICEF, U. S. Center for Disease
Control and Prevention in China, works to prevent and treat infectious diseases to control ’
epidemic spread of HIV/AIDS, hepatitis B and tuberculosis. Working with leading ‘
physicians and scientists in the U. S., Dr. Hu organized the International Forum '(')u

- Infectious Disease in Tai pe1 (May 25. 26, 2002) and Beijing (May 29-31, 2002) to address

the issues of epidemic spread of HIV/AIDS and other diseases as a dangerous threat to

‘world health. The China Foundation also organized the Health Forum on SARS in 2003 in

Houston, Texas to provide public health education and to raise public awareness.

From 1978 to 1997, Dr. Hu served as a Scientific Review Administrator (Health Scientist

- Administrator) at the National Institutes of Health in Bethesda, Maryland. From 1990 to

1993, she was appointed by Secretary Dick Cheney of Defense to serve as a Member of
the Defense Advisory Committee on Women in the Services (DACOWITS). She served

as Associate Director of How ard Umverbm Cancer Research Center from 1974 to 1978.

After receiving a BA degree magna cum laude from Washington Square College, New
York University in 1963, Dr. Hu did her graduate studies at the College of Physicians &
Surgeons at Columbia University and received a Ph. D. degree in Medical Physiology. -

- She did extensive research and teaching nt medical schools a.nd universities before she

joined the National Instf*utes of Healt‘l

* During the U. S. Presidential 'Advisory Couvncilv' on HIV/AIDS meeting in Augusf 2003,

Dr. Hu took the initiative to help pass an official policy recommendation to include China,

- India, Russia and other Asian Counitries in the President's- Global HIV/AIDS Initiative.

China recetved $21 millions to fight 1IIV’ALIDQ from the ITS Department of Health and o

Human Services in 2003,

- Dr. Hu's commumtv mvolvement and service 1s outstandmg and exceptional. in l983
' 'Dr ‘Hu organized Asian American Voters Coalition {AAVC) to unite the Asian American
~ community. President Ronald Reagan invited the National Officers of AAVC to the White

House for a meeting on Asian Amencan interests and concerns, Dr. Hu on behalf of

- AAVC requested President Reagon-to appoint Asian Americans to policy-making

positions. . This was the beginning of Asian American political appointments and political
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involvement. In 1'987, Dr. Hu organized the National chublican ‘Asian Assembly and she :
was elected the first National Chairman of Asian Republicans in the United States. Dr. Hu
“has remained to be an active and weli-respected leader of Asian American community.

- Her additional biographical data can be found in ‘Five Hundred Leaders of Influences’
published by the American Biographical Institute (1998), ‘International Who's Who of
~ Intellectuals’ (Cambridge, International Biographical Center, 1998), and ‘Outstanding
" “'People of the 20th Century’ (Cambridge, International Biographical Center, 1999). = -
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JOHN KERRY’S TREATY
By Frank J. Gaffney, Jr.

26 February 2004

John Kerry wants a world in which

the United Nations calls the shotss,r

~and U.S. freedom of action, in the
absence of the U.N.'s ‘permission, is
sharply circumscribed. - Most
Americans recognize that this would

be a formula for disaster — a world -
in which the lowest-common--

- multilateral-denominator would
routinely  trump, and  often
jeopardize, our security interests.

President George W. - Bush's

supporters believe that he rejects

this Kerry-Clinton worldview. They
look forward to a national election
- in which voters get to choose

‘between - his

Reaganesque -
philosophy - of = peace through
American strength and Kerry s U N o
uber alles. |
So why  would  the Bush |

- administration be pushing for the
ratification of a treaty that will make
a giant leap towards John Kerrys
world?

On Wednesday, Sen. Kerry Voted,

by proxy (since he can't take time
- off from running for president to do
his day job in person) for a

‘resolution of ratification ‘that would

make the U.S. a party to the Law of
the Sea Treaty (LOST). He was able
to do so, however, only because the
Bush - team decided to eschew

- that . LOST was
y defective, in favor of President
Clinton's 1994 assessment that the

" Relations

| - (ISA) — a

President Reagan's 1982 judgment
irremediably

accord was in' America's interests.

 With the support of the Bush

administration, ~ Senate = Foreign
Committee  Chairman
Richard Lugar brought the treaty to
a unanimous favorable vote and

.promises to try to get the Senate to

act on it "as soon as possible."

Unfortunately, as usual, Ronald |
Reagan was right and Bill Clinton

- was wrong. Here's why:

e U.S. adherence to this treaty
‘would entail history's biggest
and most unwarranted voluntary
transfer of wealth and surrender
of sovereignty. A product of the
Left/Soviet-Non-Aligned

- Movement-agenda of the 1960s
and '70s, LOST creates the
International Seabed Authority

supranational
organization with unprecedented
powers.

o These include the power to:
- regulate seven-tenths of the
world's surface area, levy
international  taxes, ~ impose
production quotas (for deep-sea
mining, oil production, etc.), .
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govern ocean research and

exploration, and ~create a
- multinational court to render and
enforce its judgments. Some

even aspire to giving the UN.

some of our warships so it can

have "blue hulls" — to go along
with its "blue helmets" — to

~ ensure that the ISA's edicts are

/

obeyed.

LOST was drafted before — and
without regard to — the war on
terror, and what the U.S. must do
to wage it successfully. As-a’
result, U.S. national-security
interests  will be severely
undermined by several of the

- treaty's provisions. For example,
. the sorts of at-sea interdiction

efforts central to President‘
Bush's ‘new Proliferation

~ Security Initiative (PSI) would

be prohibited. Communist China

‘has already taken to citing the

treaty to object to PSI maritime -

‘interdiction and the boarding of

suspect vessels.

The treaty effectively prdhibitsv '
two functions vital to American . -
security: collecting intelligence

in, and submerged ftransit of,

territorial ~waters. Mandatory
information sharing will afford
U.S. enemies data that could be
used to facilitate attacks on this
country (e.g., detailed imagery
of underwater access routes and -

. offshore hiding places).
~ Obligatory technology  transfers

will equip actual or potential
adversaries with sensitive and
militarily useful equipment and

“know-how  (such - as = anti-
submarine warfare technology).

. The treaty fails to address, let

alone offer solutions to, the most
dangerous  flashpoints  for
~military conflict facing the
_world. In fact, Communist China
is using its own unique
interpretation of the treaty to
~ justify its inexorably increasing
control over the strategic South
China Sea. The PRC creates and
fortifies man-made islands near
that sea's rich oil and mineral -
~ deposits, then asserts that LOST
entitles it to exclusive economic
- control of the waters within a
200 nautical-mile radius —
including waters transited by the
vast majority of Japanese and
American oil tankers en route to
‘and from the Persian Gulf. .

The truth of ‘the matter is that the
Law of the Sea Treaty is so

‘defective, so contrary to U.S.

interests that the only way it could

- possibly be ratified is for it to be

blown through the Senate when no

5 one is looking. That is precisely

what Sen. Lugar is trying to do. He
has:  prevented critics from
testifying  before -~ his own
committee; kept other commuittees -

| from being briefed on the treaty;

and is seeking to get it to the Senate
floor before effective opposition can
be organized and expressed. This -
abuse of traditional Senate practice

‘and good governance must not be -

allowed to stand.

Alas, in addition to the wealth . -
‘redistributors,

- one-worlders,



' environmentalists, |
“lawyers, and the other usual .
suspects on the Left, the U.S. Navy,

~ the American oil industry and Vice = -

~Chemical

President Cheney currently support

LOST. Such support appears to be -
" motivated by narrow, parochial, and -
_shortsighted reasons (e.g., the belief

that having internationally agreed

"rules of the road" for the world's
oceans will  be good for the
respective businesses of the. Navy' ‘1
- and the deep -sea "oil patch ") :

. Such myopic support is even more
SN grlevously misplaced and foohsh :

“than that given in 1997 by a:

powerful trade association — the
_ ~ Manufacturers -
- Association — to another defective
treaty, ~the Chemical Weapons
Convention. Thanks to the CMA's -
~ lobbying at the time, its members
_are today (as was predicted) bemg
subJected to onerous ' international
. inspections, thereby risking, among

other things, the loss of proprietary

. information to - foreign spies
 masquerading  as. - international
- inspectors. Now, too late, they wish_r*

the U.S. had not ratlﬁed the CWC

i The U.S. cannot. afford once agam '
Cto ignore the real and grave costs of
an ill-conceived and strategically ill-
~ advised treaty at the behest of . -
-parochial and misguided spe01a1
__interests. Their later regrets will
- pale bes1de those the rest of us will
- feel. v

international ~ -

~their . own,

Tt is not consistent with Republican
B 'g’overning principles and values — -
*or, more importantly, this country's
“vital interests. If President Bush's -
| base_1s_upset, and properly so, over -

his- immigration ~and spending-

' p’oli_evy":errors, they will be_furi_ous

when  they - learn . that = his

' admlnlstratlon 1s - Wlllmg to cede
B unprecedented

American
soverelgnty, power, - and - control

* over who taxes and regulates U.S.
- busmesses to the UN. S

| leen ‘what - is at stake Rlchard’
Lugar's efforts to ram the Law of ~
~ the Sea Treaty. through the Senate
.~ are all the more objectionable. It is
' imperative  that other  Senate

committees whose jurisdictions will

be affected by LOST (including

Armed  Services, Intelligence,

‘Commerce, Environment and Public - -
‘Works, Governmental Affairs, and
... Finance — and for that matter their

House ' counterparts,” which © may-
have = to consider . enacting

- legislation) should be able to-hold
far-more-balanced . -

hearings 'before the full Senate is =~
asked to cons1der John Kerrys S

- treaty

—: Frank 7 Gaﬁ'ney Jr. is the
_president of the Center for Security

Policy and an NRO contrzbutzngv'

: edztor

The bottom 11ne is that the Law of‘e o

the Sea is a prime example of the
- way peeple like Sen. Kerry would
- like the world to be ordered and run:



; ~ LAW OF THE SEA TREATY MUST N OT BE RATIFIED

President Reagan reJected the Law of the Sea Treaty (LOST) in 1982. It was a bad
idea then; it is an intolerable one now. It must not be ratified by the U.S. Senate.

e U.S. adherence to this treaty would entail history’s biggest and most

'~ unwarranted voluntary transfer of wealth and surrender of sovereignty: A
product of the Left/Soviet/non-aligned movement agenda of the 1960s and ’70s,
LOST creates the International Seabed Authorlty (ISA) —anew supranatlona]
organization with unprecedented powers: -
o' The power to regulate seven-tenths of the world’s surface area
o The power to levy international faxes
o The power to lmpose production quotas (for deep sea mining, oil production,

etc.)

o The power to regulate ocean research and exploratton
o - The power to create a multinational court system to render and enforce 1ts

]udgments

° LOST was drafted before — and wzthout regard to — the War on Terror, and

what the United States must do to wage it successfully. As aresult, U.S.

national security lnterests will be severely undermined by several of the

‘Treaty’s provisions.

o - The sorts of at-sea 1nterd1ct10n efforts central to President Bush’s new _
Proliferation Security Initiative (PSI) would be prohibited. Communist China
has already been citing the Treaty to object to PSI maritime interdiction and
boarding of suspect vessels.

o The treaty effectively prohibits two functions v1tal to American security:
intelligence-collection in and submerged transit of territorial waters.

o Mandatory mformatlon-sharlng will afford U.S. enemies data that could be

~ used to facilitate attacks on this country (e.g., detailed i 1magery of underwater
S - access routes and off-shore h1d1ng places). - : :
IR S o~ Obligatory technology transfers will equ1p actual or potent1a1 adversaries with
B _ sensitive and militarily useful equlpment and know-how (such as antl-submarme :
‘ : warfare technology) - i SN

- e The Treaty fails to address, or let alone offer solutions to, the most dangerous
ﬂashpomts for mllltary conflict facing the world. In fact, Communist Chma is
using its own unique 1nterpretat10n of the Treaty to _]llStlfy its assertion of control over

- the strategic South Chlna Sea : '

. efectlve SO contrary to’ U ‘

.~ "_possibly beratified is for it to be blown: through the Senitte when o one is 1

A ‘lookmg That1 is’ prec1se1y what Foreign Relations Committee Chalrman Richard
Lugar is. trymg to. do He 'has prevented crltlcs from testlfymg, kept: other
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floor before effective opposition can be organized and expressed. This abuse of
traditional Senate practice and good governance must not be allowed to stand.

.FvOr narrow, parochial a‘ndtéhortsighted reasons, the U.S. Navy, the American oil

industry and Vice President Cheney currently support LOST. Such support is
even more grievously misplaced and foolish than that given in 1997 by a powerful
trade association — the Chemical Manufacturers Association — to another defective
treaty, the Chemical Weapons Convention. As a result, the CMA’s members are (as
was predicted) being subjected to onerous international inspections, risking among
other things, the loss of proprietary information to foreign spies masquerading as
international inspectors. Now too late, they w1sh the U S. had not ratlﬁed the CWC.

The United States cannot afford once again to ignore the real and grave costs of a ill- -

~ conceived and strategically ill-advised treaty at the behest of parochial and misguided

special interests. Their later regrets will pale beside those the rest of us will feel.

LOSTisa pnme example of the way people like Sen. John Kerry would like the o
world to be ordered and run. It is not consistent with Republican governing

- principles and values — or, more 1mp0rtantly, this country’s vital interests.

The Law of the Sea Treaty must be subjected to close scrutiny by every one of the.
many committees (Armed Services, Intelligence, Commerce, Environment and
Public Works, Governmental Affairs and Finance) whose jurisdictions will be
affected before any further action is taken on this defective accord.

ACTION ITEMS: -
o The Public must be informed about thls treaty-travesty.
o The Senate leadership must be warned that quick, let alone covert, action -
on it will further alienate a base already upset about recent GOP

- immigration and spending pollcy errors.’ .

‘o Committee Chairmen whose jurisdictions are affected must hold their

~ own hearings and — until they do, at the very least - must be urged to '
o ".oppose hasty, 1ll-mformed actlon on thls treaty : » -

" Sen. Bill Frist, Majonty Leader . o 202-224-3344

Sen. Mitch McConnell, Majority Whip ‘ - 202-224-2541
Sen. Rick-Santorum, Conference Comm. Chair ~ 202-224-6324
Sen. Jon Kyl, Policy Comm. Chair -~ - - - . 202-224-4521

--202-224-4124 -

- Sen. J Jeff 'Sessioné; Steering.Co'mm. Chair-

".,'Susan Collms, Governmental Affalrs _Chaxr
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R v Ty lr l lf: 1
- MEMORANDUM TO:  KARLROVE
RSN - SENIOR ADVISORTO THE PRESIDENT
CFROM: '.j’__.LEZLEE WESTINE R | : S
U DEPUTY ASSISTANT TO THE PRESIDENT - .
~ DIRECTOR OFPUBLICLIAISON
CRE “‘QOPL SUMMARY FORMARCH8 MARCH 12 o
o PRESIDENTIAL EVENTS

‘ 0 03/09/04 R : Meetlng w1th The Natlonal Commander of the Amencan Leglon o

ol o 03/0_9/04 o vMeetlng w1th the Ch1ef of Veterans of Forelgn Wars

o _— 1-} »o,~.v'v;‘-‘03./09(()14 o .+ Photo Opportunlty w1th Veterans of Forelgn Wars Youth

e ..Delegates
el 031004 Tour ofThermagon (Cleveland omo)

e 03/ 10/04 _f:_ ‘ Remarks at the Women 'S Entrepreneurshlp in, the 215‘ Century
SR ._»-Meetlng (Cleveland Ohlo) R : ,

e 03/’1 -1/,04.»1". L Tour and a Conversatlon on the Economy and Job Training (Bay o
R -’__*Shore NewYork) SORR - : T

e 03/»1:1»/04“ | S Remarks to the Natlonal Assocmtlon of’ Evangellcals Conventlon
' - via Satelllte :

Ce 03/12/04 Rem’arks,‘on’Womenr’s'"Hurnan'Rights* (East Room)

¢ 0312/04

o ;‘(b'l(le)_;w .

 BRIEFINGS

e 03/08/04 AGordon College Students w1th Tlm Goegleln TOplC Role of
. : Fa1th in Publlc Llfe ; : 5

L .".' 03 /0.8/04 : ' ';‘South Carolma Farm Bureau s Nat1ona1 Leg1slat1ve Commrttee
e T w1th Jeremy Wh1te (EEOB 476) O '



e w04

e 031004

S e 0310004

Llfetlme TV w1th C1nd1 Wllllams J oAnn Schne1der March Bell,
Steve Wagner Top1c Sex Trafﬁckmg

_ - Amencan Insurance Assocratlon w1th Karl Rove: and Greg Mankrw 'l‘( |
;(EEOB 180) S P \
T e _031'1.'0/04 S Indiana Leadership Forum with Angela Flood, Tom Dinanno,
. - ...+ . KevinKellems, and Matt Smlth (EEOB 476)
: ':‘? e 'v"()3/ 1 1/04 , -Women in the Senate and House (WISH) Leadershrp Event
' o i" ' O3/ 1 1/04 _ . Focus on the Famlly CEO Forum with Secretary Evans Terrell
T e Halaska Jim Towey, Kr1sten Sllverberg (EEOB 450)
S l . 0371 1/04 ,Focus on the Fam11y CEO Forum w1th Secretary Don Evans Kay !
o ' o James, Claude Allen, Jim Towey. Topics: Jobs, Management
. "Abstmence Fa1th Based Initiatives -
. ‘03,/ ll;/04: o YPO Callfomla brleﬁng w1th Ruben Barrales J1mmy Orr and
o ' . Kiristin Forbes (EEOB 474)
. 1__03/ 12/04 Portland Busmess Alllance w1th Phll Bond Former Chairman
B Blll Archer Martm Whltmer and Greg Jenner (EEOB 474)
" OUTREACH MEETINCS o
Ce 03/08704 " Ed Crane, ‘_P-resi'dent,.CATO.'Tnstitute.
o 03/0804 Duane Parde, ExecutiVe DireCtor 'AL:EC: -
- . '03/08/04 'Jonathon Altken Brographer of Chuck Colson :
’ ‘ol_: 03/09/04.. 'Peggy ElllS Nueva Esperanza
. 03/09704' : | lNancy Hawk, Chalr The School of the Bu11d1ng Arts John Paul
2R . _Huguley, Founder The School of the Bulldlng Arts. -
" '0""’ 03/09/04 ; Loren Schoenberg, Pres1dent The J azz Museum in Harlem
T - - Leonard Garment: and Suz1e Garment Patrons The Jazz Museum
~in Harlem S : 2
'Nationafl ASsociation";of Evangeli’Cals_Boardl |



) 03/:1'0/04. o o Dr. James Dobson Founder Focus on the Famlly, Don Hodel |

E Pres1dent Focus on the Famlly
) 03/ 10/04 } :: | Amencans for Tax Reform Wlth Bnan Reardon Topic: Budget
: 03/1 0/04 | : Free Congress Foundatlon w1th Bnan Reardon and Paul Weyrlch :
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