
NLWJC - KAGAN 

WHORM - BOX 002 - FOLDER 051 

FG006-21 300487SS 



FOIA Number: Kagan 

FOIA 
MARKF:R 

This is not a textual record. This is used as an 
administrative marker by the William J. Clinton 

Presidential Library Staff. 

CollectionlRecord Group: Clinton Presidential Records 

Subgroup/Office of Origin: Records Management - SUBJECT FILE 

Series/Staff Member: 

Subseries: 

OAIID Number: 21748 

Scan ID: 300487SS 

Document Number: 

Folder Title: 
FG006-21 

Stack: Row: Section: Shelf: 

S 84 1 2 
Position: 

3 



" 

'tl-/E PRESIDENT HAS SEEN 
4--/~-qq 

-3cot./Y;7 ~s.-
f99 APR 9 PM5:32 

F-& odo - c9- , 
THE WHITE HOUSE 

WASHINGTON 

~ 
MEMORANDUMFORTHEPREJbENT 

April 9, 1999 , f99 APR 9 PM5:24 

~ie'~ 
~d 
I<a...~~ 

FROM: Bruce Reed 
Elena Kagan Pod. vJ- c:...-

SUBJECT: DPC Weekly Report 

1. Education -- Ed-Flex: Hill staff met during the recess to hammer out differences 
between the Senate and House bills. On Monday, Secretary Riley will send conferees a letter 
threatening a veto over the Senate Republican provision to weaken class size. On Tuesday, 
Senate Democrats will release a letterwith at least 35 signatures supporting that veto threat. We 
expect a quick conference and rapid action in both houses if the bill is acceptable. 

2. Education -- ESEA: Despite extensive consultation with us, civil rights groups 
continue to oppose an ESEA bill that includes the Administration's position on social 
promotions. We and the Education Department have held a series ofmeetings with civil rights 
advocates including Hugh Price, Wade Henderson, Bill Taylor, and others in an unsuccessful 
effort to find a compromise. Education has suggested that we consider making one of several 

f 

","" '-" C,"'" ... possiblesoncessions, such,as..p.basing iR the requir~ment.to end ,sQciai ,promotio);lSQ~er"a)Q.qg~L.~ . ,d, ;"" ',"',' ,,"'''' '_ 

period -- but even that will not be enough to win the groups' support. Another option would be ' 
to split off the social promotion provisions ina separate bill. Senator Kennedy sympathizes with 
our predicament but would like to avoid a war with the civil rights community. We have asked 
his staff to take part in our continuing meetings with the groups, in the hope that we can at least 
secure Senator Kennedy's support, even if we fail to win over the civil rights cornnlunity. You 
are tentatively scheduled to announce the ESEA bill on April 28. 

. 3. Education -1994 ESEA Report: On Friday, the Department of Education released 
a congressionally mandated report evaluating the effectiveness of programs included in the 1994 
ESEA reauthorization. The report submits that states have made progress in the development of 

, academic standards, but that more accountability in federal education programs is needed -- along 
the lines of what you have called for in ESEA. 

4. Education -- California Class Size Waiver: Last week Vice President Gore 
announced approval ofa waiver sought by Gov. Davis to permit California school districts to use 
federal class size funding to reduce class size and improve teacher quality in any grade. The 
decision was based on California's progress in reducing class size in the early grades to 20 and 
the lack of additional school facilities and qualified teachers needed to accommodate smaller 
classes in those grades. Governor Davis will encourage California districts to use this funding 
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to reduce class size in 10th grade reading and math classes to help prepare students for a new 
high school exit exam that he signed into la:v. 

5. Health Care -- Update on Aetna's Affordable Choice: On May 5, the Aetna 
Insurance Company is scheduled to hold an event to unveil a low-cost health plan option targeted 
to small businesses and their employees who cannot afford traditional health insurance. The plan 
is much less expensive than traditional insurance options because it limits its health coverage to 
capped, front-end benefits that provide front loaded coverage for hospital stays -- $750 a day for 
the first three days, $350 for days four through 10, and declining to $100 a day after 10 days-
and up to eight physician's visits with a $50 copayment. The plan allows enrollees to access a 
price discount on prescription drugs, which A«tna has extracted from the phannaceutical industry 
in its negotiations on behalf of its other health plans. Past attempts to provide affordable, bare
bones coverage for this population have proven unsuccessful, primarily because employers and 
employees have not been attracted to coverage designed only to protect against catastrophic 
expenses. The Aetna plan takes the opposite approach. Even though these plans would not 
qualify as traditional insurance and are designed to avoid state mandated benefits, the Aetna plan 
will be endorsed by the NFIB and possibly the Chamber of Commerce. We are infonned that a 
number of members of Congress (e.g. Representative Th~mas and Senators Frist and Breaux) 
will endorse this offering and participate in the event. Eli Segal is also very supportive. Although 
the plan might help expand coverage somewhat, our traditional base Democrats, many provider 
groups, and consumer advocates are unlikely to be impressed with this coverage option. They 
will argue that the coverage provided is virtually meaningless, provides a false sense of security 
(since the average hospital cost per day is over $1000 and the average length of stay is 7 days) 
and that the Kennedy-Kassenbaum insurance refonns you signed into law would not apply to thIS 
product. 

6. Health Care -- Medicare Prescription Drug Update: Next week, SetJatgr KenQedy 
and.senator Rockefeller are tentatively scheduled to introduce legislation to proyjde for a 1> 
Medicare prescription drug benefit. As currently designed, in return for a $10 to $20 premium -
which would be added to the Medicare Part B premiums that provides for physician and other 
services -- beneficiaries would be reimburse4 for 80 percent of drug costs after they paid a $100 
deductible. As currently designed, this benefit would pe capped at $1200 .. - meaning that 
beneficiaries would not get any coverage after they had received $1200 worth of prescription 
drugs -- and is projected to cost between $50 and $75 billion over 5 years ($110 billion to $140 
billion over 10 years). The proposal, which is at the low end of the more modestly, front loaded 

. henefits that we have been developing for your consideratio1!, would require beneficiaries to pay 
catastrophic expenses out of pocket. Most health policy experts would be critical of the capped, 
front-loaded benefit because it leaves the sickest patierit8 most vulnerablt: to excessive drug 
costs. However, thi~ benefit is somewhat more generous than currently available in Medigap 
plans (particularly whcen one takes into account the lower premium) and the front-loaded nature 
of the program might be more popular than a back-en~ coverage policy. Because Senator 
Kennedy is introducing this legislation, it is more likely to be accepted as a substantial benefit 
than if we had produced the same package. Interestingly, Senators Moynihan, Gramm, and 
Bryant are in the process of developing a similar plan. While it clearly might be better 
strategically for Senator Moynihan to unveil his plan first, it is unlikely that he will be ready to 
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do so within the next two weeks; It is even less likely that Senator Kennedy can be convinced to 
delay the introduction of his bill until after Senator Moynihan introduces his. Notably, the Senate 
advocates of a drug benefit are unwilling -- if not completely unable -- to propose traditional 

edicare provider and/or beneficiary savings that are significant enough to pay for the benefit. 
As a consequence, both Senator Kennedy and Senator Moynihan are likely to highlight the 
desirability of tobacco taxes and/or some use of the surplus to help finance their proposal. We 
are in the process of developing a number of options for your consideration, which we hope to 
review with you in short order. 

7. Tobacco -- Medicare Lawsuit: This week the Justice Department entered into an 
agreement with the law firm of Robins, Kaplan, Miller & Ciresi, from Minneapolis to serve as 
consultants on the federal tobacco litigation. This firm represented the State of Minnesota and 
Blue Cross-Blue Shield in their lawsuit against the tobacco industry. The agreement is for the 
firm to advise and assist the Department's litigation team on a reduced-rate billing basis of $75 
per hour through June 30, 1999. The contract does not contemplate payment of any contingency 
fee related to potential recoveries. Jim Cramer, a leading Wall Street analyst, wrote that the hire 
shows "Justice means business." 

8. Tobacco -Kick Butts Day: The fourth annual Kick Butts Day is scheduled for April 
14. The Vice President will participate in an event in Akron, Ohio wh~re he will release a new 
HHS report on kids and tobacco. The report indicates that Marlboro (Philip Morris), Newport 
(Lorillard), and Camel (RJR/Nabisco) are the cigarette brands used most among teens who are 
current smokers. The dominant brand is Marlboro, which is preferred by about 60 percent of 

,. youth smokers.andjs.as.popuiar.amonggirh; as among boys. .' ',"''''''_ "" ,.._ ................. \, .... '.,. .• ~ ,. , 

9. Community Empowerment -- Low Income Housing Tax Credit: Shortly after 
coming back from recess, Senators Graham and Mack of Florida plan to introduce legislation to 
expand the Low Income Housing Tax Credit (LIHTC). Their bill will be very closely modeled 
on your proposal. In the House, Representative Nancy Johnson's bipartisan LIHTC bill has 
amassed 70 cosponsors. 

10. Welfare -- GWStudy on Diversion Policies: We expect George Washington 
University will issue the second of its reports funded by HHS which provides an inventory of 
state approaches and examines practices in five cities -- Atlanta, Annapolis, Kansas City, 

. Missoula, and Cincinnati. The study finds that the most common form of diversion requires 
applicants for welfare to participate in a job search before they can receive cash assistance, and 
that the diversion payments offered by nearly half the states to help families meet short-term 
needs in lieu of welfare are being used on a limited basis. The study also notes that diversion has 
the potential to reduce initial access to Medicaid, especially as families bypass welfare entirely 
or go to work so quickly that they may not qualify for Medicaid under most states' current 
eligibility criteria. The study highlights the importance of our Medicaid outreach efforts and our 
initiatives to encourage states to take advantage of the flexibility they have under current law to 
expand Medicaid eligibility for low-income working families. HHS plans to award research 
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funds to several states or large counties to track what happens to families who are diverted from 
the caseload, including the extent to which they continue to participate in Medicaid and other 
programs to support working families. 

11. Crime -- 1996 Correctional Population: On Friday, the Justice Department's 
Bureau of Justice Statistics released a report showing that an estimated 5.5 million adults were 
under some form of criminal justice supervision in 1996 -- comprising about 2.5 percent of ail 
adults, up from 1.6 percent in 1985. Of the total 5.5 million adults: 510,000 were in jail; 3.2 
million were on probation; 1.1 million were in state or federal prison; 704,700 adults were on 
parole; and 2,747 adults were held in military confinement. Between 1986 and 1996, the average 
annual rate increase for the jail population was 6.5 percent; for prisons, 8.4 percent; parolees, 8 
percent; and for the probation population, 4.2 percent. Of the 1.6 million adults in local jailor 
prison, 821,900 were white, and 773,900 were black. Ofthe 3.9 million adults on probation or 
parole, 2.5 million were white and 1.3 million were black. 

12. Crime -- Police Misconduct: Next week, the Attorney General is planning to give 
a speech at the National Press Club to discuss issues of police misconduct. As you know, she has 
convened meetings with leaders from the civil rights and law enforcement communities in 
response to your radio address last month. In addition, the Customs Service this week announced 
an independent commission to review its passenger processing policies and procedures. In recent 
months, there have been an increasing number of passenger complaints regarding the treatment 
they received during a Customs search, and there have been several lawsuits filed by passengers 
alleging personal searches based on racial profiling. 


