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Former Iranian president Mohammad Khatami participated in B
an international conference on "Islam and the West" in Kuala §

Lumpur, Malaysia.

According to ISNA, the full text of Khatami speech in this conference is as below:

In the Name of God

Who can speak on behalf of Islam and as the representative of the Muslim world? There is no
easy answer, if this question is to be replied to with “Insight” and “Cognition”, But it appears,
I may have foreshadowed my desired response, which is “insight” and “cognition”. Only those
with insight and cognition of Islam and the Islamic world can speak on behalf of Muslims.
Before further elaboration we require some reflection.

With the emergence of “Secularism” after the 18th century, long-standing concepts also
gradually become secularized, and inline with secularism “insight”, which is in essence a
spiritual, religious, philosophical and or moral concept, was transformed into “Intellectual”,
and those with cognition came to be known as Academicians or Scholars. Albeit Academy is
the garden of Plato and Intellectus is collective wisdom, which is more moral than material,
words are not obliged adhere to their historical roots as they evolve.

Turning to our brief answer: Only those with insight and cognition, or put differently, only
academicians and scholars can represent the world of Islam. But that is not to say that any
academician and scholar is qualified to do so. To further explain, we must construct a more
precise typology of the academicians and scholars of the Islamic world.

If we divide the scholars of the Islamic world into two groups of Muslim and non-Muslim
scholars, and further divide each group based on the method of education and research, and
sources of study and thought, into traditional and modern, we will be faced with four groups:

1. Traditional Muslim scholars (including jurists, experts of hadith, and commentators, both
Shia and Sunni)
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2. Modern Muslim scholars (also known as Muslim intellectuals)

3. Traditional non-Muslim scholars (such as the orientalists and Islamologists of the
nineteenth century up to about the third decade of the second half of the twentieth century,
who were mostly philologues, historians, geography experts, archeologists and specialists in
heresiography)

4, Modern non-Muslim scholars (usually comprised of journalists, sociologists, economists and
experts in political science and international law)

To understand the thoughts and language of the first group, their main source of knowledge
and thought must be examined.

The speed at which sciences grew in the first centuries of Islam will amaze any researcher.
Surely this speedy growth was inspired by the teachings of the Holy Quran and the many
religious sayings on the subject knowledge and scholarship.

Today we are more or less familiar with the internal and external sources of Islamic
scholarship as well as many figures of the Islamic civilization, including jurists, experts of
hadith, theologians, philosophers, commentators, mystics, astrologists, mathematicians,
physicians, and literary experts. What has been neglected, is not the way Islamic scholars
perceived Greek philosophy and the other sciences and teachings that were transferred to the
Islamic world, rather it is the way they perceived Islamic sources.

Islamic sciences—including the history of jurisprudence, theology and interpretation of the
Quran—were faced with unique constrictions, restrictions and facilities; and without
recognizing their circumstances and obstacles, a more precise answer cannot be provided on
the extent that these scholars participated in speaking on behalf of the Islamic world.

In this midst what has greater clarity and can be spoken about in more definite terms is the
fact that the first condition of answering and speaking on behalf of the Islamic world is
understanding the elements of thought and culture in today’s world. Without sufficient
understanding of today’s world, with all its complexities and difficulties, no matter how well-
versed a scholar is their field, they cannot speak on behalf of Islam in such a world.

The second group, which also consists of Islamic intellectuals, have in recent history come to
be know as the resurrectors and reformers. However, many prominent figures can be cited
which have been classified in both the first and second group.

Surely intellectuals are better acquainted with the contemporary world, but how many of them
are well-acquainted with the main sources of Islamic scholarship, foremost of which is the
Holy Quran? How accustomed are they with the work of their predecessors? Moreover, to
what extent are they fond of or even infatuated with Western civilization? Have they been
able to impartially assess Western civilization in the same critical and detached manner as
they have evaluated their own history and traditions?

The third group, namely the orientalists and Islamologists of the nineteenth and twentieth
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centuries have conducted remarkable research and study into the details of the Islamic world
and civilization. But it is commonly known that for most of these researchers Islamic
civilization and scholarship belongs to the past and at most it was alive and well until the
sixteenth century and with the emergence of the new all-encompassing world civilization, not
only its exteriorities and symbols, but also its very base and foundation belongs to the past
and in a museum. Even though these scholars have significant research and study in many
areas, one cannot and should not rely upon their work to speak on behalf of Islam and the
Islamic civilization in the modern world.

But the fourth group, the modern Western non-Muslim intellectuals and Islamologists, in
addition to having the same shortcoming as the third group, they have an additional problem
which results from being exposed to new issues that are critically important and often
political, which were almost unheard of by their predecessors. When dealing with present-day
political occurrences these intellectuals see themselves obliged to create theories in political
sociology to justify and explain them. These theories cannot outlive the political phenomena
which have been their real subject, and as a result, they are distanced from offering
consistent and comprehensive views.

I must emphasize that this categorization has only been for the purpose of easing the
discussion and cannot be free from shortcomings.

With a brief glance at this typology it becomes clear that none of these groups can serve as a
complete representative of the Islamic belief and the Islamic world. The ideal type of
representative of Islam should possess the most significant advantages of each of the
mentioned groups while lacking their significant shortcomings. Recounting the distinctive
features of this group also requires adequate discussion in the various, but significant, aspects
of Islamic teachings, which must be addressed elsewhere.

But beyond this academic discussion, Islam and the Islamic world are realities which cannot
be denied. All this discussion and argument and even commotion and plans regarding the
Islamic world serve as the greatest testimony to the existence of this important reality in our
time.

Thus, I ask to be permitted to speak about Muslim people and the condition Muslim societies
have today.

In the eyes of a believing Muslim, Islam is a religion that has been revealed to the Holy
Prophet of Islam and in accordance with the teachings of Quran, a Muslim is—as is the
Prophet himself—a believer of this religion.

The Messenger believes in what has been sent down to him from his Lord, and (so do) the
believers. Each one believes in Allah, His Angels, His books, and His Messengers. (They say,)
“We make no distinction between one another of His Messengers”—and they say, “We hear,
and we obey. (We seek) Your Forgiveness, our Lord, and to You is the return (of all).” Allah
burdens not a person beyond his scope. He gets a reward for that (good) which he has
earned, and he is punished for that (evil) which he has earned. “Our Lord! Punish us not if we
forget or fall into error, our Lord! Lay not on us a burden like that which You did lay on those
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before us (Jews and Christians); our Lord! Put not on us a burden greater than we have
strength to bear. Pardon us and grant us Forgiveness. Have mercy on us. You are our Patron
(Supporter and Protector) and give us victory over the disbelieving people”.

Holy Quran 2:285-6

In accordance with the explicit expression of this holy verse we can see that firstly, a Muslim
is someone that believes in all the prophets and places no difference between them, and
secondly, that humans are plagued with faults and forgetfulness and suffer from a host of
sensual, social and historical limitations. Islam is nothing but heeding and obeying and
submitting before the Almighty God who is absolute and unlimited wisdom, knowledge,
kindness, beauty and love. But what must be considered alongside the essence and truth of
religion, which is consistent between all revealed religions and supersedes the limitations of
history, time and place, is that Islam has—similar to other revealed religions—emerged in a
historical context which is associated with the internal and external situation and conditions of
humans. Thus a religion that has emerged in a historical context will naturally face limitations
in other periods of history. A calamity that has occurred in regards to all religions is that
humans who have established a relationship with the essence of religion in conditions and
circumstances particular to specific a time, place and history, equate this view with the entire
religion, and when we downgrade true religion in its entirety to an aspect of it, which is
confined to human understanding and time and place, we prohibit the opportunity of different
readings of religion in other times and places, which are more suitable for those conditions.

Today, history shows us governments which consider themselves related to religion and we
see traces of Islamic civilization, scholarship, sciences and culture developed in the Islamic
world. In the branches of Islam established throughout history, we witness various opinions,
styles and experiences, all of which consider themselves Islamic and are so firm in their
conviction that it sometimes leads to disputes and bloody conflicts. Notwithstanding the wars
between various religions in the history of Islam and Christianity and other religions, we have
also witnessed bloody and catastrophic wars between different faiths within a single religion.

Religion which has a supernatural source, must in any case be sent down and revealed to a
human who is a creature confined in many internal and external limitations, and it is with
these very limitations and possibly even prejudices that humans approach religion. As mystics,
philosophers, theologians, jurists, exoterics and esoterics each have approached religion from
their own viewpoint and offered their own unique interpretation, which brings about a
valuable variety and volume of thought into the sphere of religious life, which is appreciated in
its own right. These are all indicative of the fact that Islam, similar to other great revealed
religions, possesses such a delicacy that it can address the needs of different people. The
tragedy is when a human interpretation of religion is considered to be the actual religion
without regard for the transformations that occur in human life. Instead of renovating
thoughts and suggesting new notions of the world, humans and religion, some try to force
insufficient readings of religion unto the minds of lives of humans despite the transformations
they have undergone, and they face the scorn of God where he considers dogmatist bigots as
deviators from the true path and disapproves of those who answer “we have found our
fathers of this belief and we follow in their footsteps.”

http://www.isna.ir/Main/NewsView.aspx?ID=News-664393&Lang=E 2/11/2006



ISNA - 02-11-2006 - 84/11/22 - Service: / Politic / News ID: 664393 Page 5 of 6

In such conditions, which have often occurred throughout history, what is considered to be
religion is placed in opposition to thought, which is naturally inclined towards freedom and
grows in a free environment, and history testifies whenever religion and thought were placed
opposite each other, both have suffered.

At this point, with these considerations in mind, we can discuss several key points regarding
our current situation:

1. In our time we too can hear many voices that associate themselves with Islam, including
voices reflecting progress, rationality and democracy as well as voices that are reactionary,
authoritative and violent. Such a difference in voices can also be heard amongst other
religions and beliefs as well.

2. The Islamic world is undergoing an important transformation which must be guided. This
transformation must not be conducted through imitation, which is undesirable and
scientifically unsuccessful, rather it should be conducted through reflection and deliberation on
the pleasant aspect of life from within and with loyalty and faithfulness towards our own
sources of thought and culture in a way that is responsive to a people who are living in this
time, and looking towards the future.

3. In our times, in addition to the internal difficulties of transformation, the world of Islam is
also faced with an external problem. In other words, this inescapable experience of renovation
is taking place at a time that the world is dominated by a non-Islamic and even non-religious
and secular civilization and experiencing a new religious system and society is difficult in a
secular world. Especially since the secular civilization, has placed the world under its influence,
and moreover the language of the powers that consider themselves the representatives of this
civilization hint visions of global hegemony.

Today the effects of the new civilization, namely new sciences and technologies and
communications and even many common concepts such as nation-state, human rights (as
opposed to its responsibilities), liberty and freedom, democracy and so on, have all been
shaped according to the modern world’s values and standards of thought and have influenced
the non-Western world as well. In other words, the entire world, both the West and East,
have been greatly impacted by Western civilization and its effects, presumptions and
aspirations, while the culture predominant in non-Western societies differs from that of the
modern world, and the difference between the physical and metaphysical has confronted the
non-Western world with difficulties. However, the West gained this new experience, which
lead to this new civilization, at a time when it was not suffering from external pressures; as
the Islamic civilization, which has taught the West many things, was subsiding. But we must
consider our renovation at a time that we are placed in a network of political, economic,
information, cultural and technological systems which have been forged by the West and are
still controlled by Western powers. These Western powers are completely influenced by
eighteenth and nineteenth century beliefs that considered the West to be the center of the
universe and considered Western life as the model for an ideal life for the entire world.
Moreover, in political arenas they define everything based on interests that are mostly
inconsistent with the interests of non-Western nations. In such an environment—which is not
lacking in colorful conspiracies—the unhindered experience of the non-Western world,
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including the world of Islam, of establishing a world and spiritual order consistent with
circumstances of the time as well as consistent with the cultural and historic identities of these
nations is no easy task.

4, The negative mentality which exists between the West and the world of Islam which is due
to the Crusades, followed by exhausting colonialism, and moreover the self-centeredness of
the West, which wants the entire world Westernized and using confrontation of Islam and
Islamophobia as strategic tools for the expansionist policies of some arrogant Western powers
on one hand, and the extreme and violent reaction of some parts of the Islamic world, which
stems from the humiliation and backwardness of the Islamic world—despite its rich resources
and proud history—on the other, has brought about an environment so inappropriate that it
can only see ever-escalating violence, whether in the form of war and occupation and
repression, or in the form of terror and destruction, with reduced opportunity of compromise
and understanding.

5. The disappointment of the Islamic world of the various un-indigenous schools and
approaches as well as the calamity of colonialism and dependant governments on the one
hand and their increasing concern for violence and extremism in the name of Islam on the
other, after about two centuries of dispute between tradition and modernity in the world of
Islam, has brought about a high level of mental preparation for the acceptance of a major
transformation in the mind and lives of Muslims, which can bring together a great many
influential people, especially intellectual geniuses, in the Islamic world and create a new world
through paving the way for the establishment of democratic governments who pursue
national interests and create the grounds for achieving greater science and technology. A new
world that wants to fill the void in the current order, which is the lack of God, spirituality and
morality, by submitting before the Ultimate Beauty. A new world that wants to understand
and utilize religion in a way that it is not incompatible with freedom and progress, rather it
sets us on a clearer path towards the future.

6. Not only in the world of Islam, but in the entire global arena, we must condemn self-
centeredness, discrimination, avarice, arrogance and violence anywhere and in any form, so
we can have a calm and secure world for all. This is a task that can be pursued by the
unprejudiced and informed section of the Islamic world and other non-Western worlds with
the understanding of and alongside the unprejudiced section of the Western world. I hope
that the welcomed and fortunate trend of dialogue amongst cultures and civilizations, which
have been active as national and international non-governmental institutions, can bring about
this promising occasion.

Let us strive to amplify the sound of dialogue in each direction.

News Code: 8411-11716
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the account with the vice president's office.

3:34 p.m.: The Associated Press, following up on the local story, moves a news alert about the shooting.
Early Sunday evening: Cheney visits Whittington in the hospital before flying back to Washington.
MONDAY, FEB. 13

1:16 p.m.: Cheney takes part in an Oval Office meeting with Bush and the United Nations secretary-general, but
leaves before reporters are brought in.

3 p.m.: Whittington is moved from intensive care to a "step-down" unit.
5 p.m.: The chief deputy sheriff for Kenedy County says the shooting is being handled as a hunting accident.

6:20 p.m.: The Texas Parks and Wildlife Department issues its hunting accident report, which says the main
contributing factor was a "hunter's judgment factor" when Cheney sprayed his fellow hunter while aiming at flying
birds. The report says both Cheney and Whittington were violating state game law because they did not have
required $7 upland game bird stamps. Both are issued warning citations.

7:20 p.m.: The vice president's office issues a statement saying it was not aware that Cheney needed the $7
stamp and that he has sent a check for that amount to the state.

TUESDAY, FEB. 14

7:30 a.m.: Hospital officials estimate this is when Whittington suffered a "silent heart attack” without realizing it. It
was caused by a shotgun pellet that moved in or near his heart. Cheney is told shortly afterward that doctors have
decided to perform a cardiac catheterization.

10 a.m.: Doctors perform the procedure. Whittington is back in the intensive care unit and told he will probably
need to stay at the hospital another week for observation.

12:30 p.m.: Cheney's chief of staff passes him a note that Whittington's doctors will be holding a news conference
in 30 minutes.

1 p.m.: Hospital officials announce the heart problem. Cheney watches on television.

1:30 p.m.: Cheney calls Whittington to wish him well and offer assistance.

Copyright © 2006 The Assaciated Press. All rights reserved. The information contained in the AP News report may not be published,
broadcast, rewritten or redistributed without the prior written authority of The Associated Press.

Copyright © 2006 Yahoo! Inc. All rights reserved.
Questions or Comments
Privacy Policy -Terms of Service - Copyright/IP Policy - Ad Feedback
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The Economy
Isallots romger

Than You Think

In a knowledge-based world, the
traditional measures don'’t tell the story
| BY MICHAEL MANDEL
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YOU READ THIS MAGAZINE RELIGIOUSLY, WATCH CNBC WHILE DRESSING FOR WORK,
scan the Web for economic reports. You’ve heard, over and over, about the underlying

problems with the U.S. economy—the paltry investment rate, the yawning current ac-

count deficit, the patheric amount Americans salt away, And you know what the experts
are saying; that the U.S. faces a perilous economic future unless we cut back on spend-
ing and change our profligate ways.

But what if we told you that the doomsayers, while not definitively wrong, aren’t see-

ing the whole picture? What if we told you that businesses are investing about $1 trillion

a year more than the official numbers show? Or that the savings rate, far from being neg-
ative, is actually positive? Or, for that matter, that our deficit with the rest of the world is
much smaller than advertised, and that gross domestic product may be growing faster
than the latest gloomy numbers show? You’d be pretty surprised, wouldn’t you?

‘Well, don’t be. Beeause the economy yon thought you knew—the one all those gov-
ernunent statistics purport to measure and make rational and understandable—actu-
ally may be on a stronger footing than you think. Then again, it could be much more
volatile than before, with bigger booms and deeper busts. If true, that has major im-
plications for policymakers—not least Ben Bernanke, who on Feb. 1 succeeded Alan
Greenspan as chairman of the Federal Reserve,

Everyone knows the U.S. is well down the road to becoming a knowledge economy,
one driven by ideas and innovation. What you may not realize is that the government’s

decades-old system of number collection and crunchsng captures investments in equip="

7. ment, buildings, and software, but for the most part misses the growing portion of GDP.
that is generating the cool, game-changing ideas. “As we've become 2 more lamwledge- :
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=5 ed Tnvestments than widely believed. In a way,
these economists are disciples of Greenspan,
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based economy,” says University of Maryland economist Charles
R. Hulten, “our statistics have not shifted to capture the effects.”

The statistical wizards at the Bureau of Economic Analysis in
‘Washington can whip up a spreadsheet showing how much the
railroads spend on furniture ($39 million in 2004, to be exact),
But they have no way of tracking the billions of dollars compa-
nies d each year on innovation and product design, brand-
building, employee training, or any of ﬁe other intangible in-

vestments required to compete in today’s global ecommi. That
A -hng

., means that the resources put into creating such world

® innovations as the anticancer drug Avastin, inhaled insulin,

Starbuck’s, exchange-traded funds, and yes, even the iPod,
dor’t show up in the official numbers.

0w, a generation of economists who came of professional

age watching the dot-com boom and bust are

trying to get a grip on this shadow economy:

People like Carol A. Corrado and Danie] E.
Sichel of the Federal Reserve Board, who,
along with Hulten, figured out that business-
es are spending much more on future-orient-.

who understood earlier than most that the
conventional numbers don’t capture the
emiérging knowledge economy,.

Teenspan was continually digging into ar-
cane factoids he hoped would give him a better

insightinto what was going on under the hood
of the U.S. economy. And Bernanke seems to

understand the importance of doing the same.
In aspeech last year, he said that intangible in-

vestments “appear to be quantitatively fmpor- _
tant.” As a result, Bernanke noted, “aggregate

saxﬁn% and mve% may be significantly un-
erstated n the U.S. official statistics.”

BEYOND WIDGETS

AS GREENSPAN WOULD BE the first to tell

you, it’s a lot easier counting how many widg- Unrn
ets the nation produces in a year than quanti- il
fying the creation and marketing of knowl- _intangibles

easured .,

edge. After all, we're talking about intan%bles:
brand equity, the development of talent, the ex-
po’rtoﬁ pracfices.

This stuffis hard to measure, but to ignore it

is to miss what the economy is telling us. And
to miss that is to increase the likelihood of com-
mitting policy blunders. Including these intan-
gible investments could provide a better picture of the economy,
oxje that offers more i inns, slippage in
our ability to innovate, and other nasty surprises.

* To understand why the government measures the economy
the way it does, it helps to go back in time to the 1930s. The
Great Depression had the nation in a death grip, and govern-
ment planners and politicians lacked the tools to answer the big
question of the day: Was the economy getting better or worse?
To find out, the Commerce Dept. brought in economist Simon
Kuznets , then at the National Bureau of Economic Research, to
calculate for the first time the nation’s income and output—the
purchasing power and production of the U.S. economy. Setting
such a benchmark would allow the government to figure out if
the economy was growing or shrinking,

‘Working with handwritten data, Kuznets and a small group of
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fellow economists began counting tangible things like machines

Government outlays for-education and R&D are mcorrectly and buildings as long-term investments. It made sense, since this
labeled as currentconsu mptlon ratherthan future~0rientecl was still the Industrial Age. And such calculations came in handy
mvestment during World War IT, when the Roosevelt Administration needed
. afix on the nation’s capacity to grind out tanks, ships, and planes.
Education/tesearch and development $2-1-_5
ENETCN - T A BREAKWITH THE PAST
Physical capital 181 KUZNETS’ \;}r&m SET THhZIi;I;Oﬂb:E forbﬂierestofﬂxe century, not
: to menti ing win hi Nobel prize i ics i
Surplus of rest of federal budget 78 1971 Machines an buildings were counged 35 futine-oriented

Billgns ol dllars: estimates or fiscalyear 2005 . investment, but spending on education, training, and R&D was

. : not. No attempt was made to judge the social utility of expendi-
tures. For example, the $6 million cost of building the Flamingo
Hotel, the Las Vegas casino opened by Bugsy
Siegel in 1946, was tallied as an investment.
But AT&T’s funding of Bell Labs, where the
transistor was invented around the same time,
wasn’t even included in GDP. Kuznets himself
acknowledged the limitations of his system, yet
it stayed basically the same for most of the
postwar period.

By the early ’90s, Greenspan was becoming
inereasingly frustrated by the official num-
bers’ inability to explain a rapidly evolving
economy. In 1996 and 1997 he refused to ac-
cept conventional data telling him that pro-
ductivity growth was falling in much of the
service sector, noting—correctly, as it turns
out—that “this pattern is highly unlikely.” He
also pointed out that the official numbers for
consumer inflation were too high.

At the Washington offices of the BEA, J.
Steven Landefeld, who became director in
1995, felt pressure to include numbers that bet-
ter reflected the kmowledge economy. Lande-
feld isn’t a rash fellow, and the pace of change
at the BEA, while quick for a statistical agency,
would be called deliberate by most. But in
1999—six decades after Kuznets laid the
grotimdwork for calculating GDP—Landefeld
and the BEA decided to break with the past.

The BEA started treating business spending
on software as a long-lived investment. The de-
|, Eallal : cision was overdue. Companies were spending
| ,_.,',,,, BureasolEcromie pas - more than $150 billion annually on software,

s . far more than the $100 billion for computer
hardware. And the goftware often stayed in uge
lopger thanthe hardware. The fact that econo-

mists could go into stores and see software in brightly colored
5 boxes reassured them that it was real. “Prepackaged software is
a lot easier” to count, recalls Landefeld.

The fOfElgﬂ trade statistics do not reflect the hLlleEI'l ca lta' Silly as it may seem now, it was a revolutionary change at the
_.bemg b'!‘@u ht into the country by SI(I"Ed lmmlﬁ_rants,;_ ‘The time. But over the past seven years the economy has continued
official numbers also do riot show the flows of knowhow that to evolve while the numbers we use to capture it have remained
énable U.S. multinationals to r reap high returns on their : the same. Globalization, outsourcing, and the emphasis on in-

‘overseas operat]ons novation and creafivity are forcing businesses to shift at a dra-
_ : matic rate from tangible £6 mtanﬁ le investments.
=A@ ccording to BusinessWeelcs calculations, ﬂle_tg%%]Tbhi;g__mst
Unmeasured inflows of human capital - S50-S2 U,S. corporations that report their ReD outlays—a Iist that in-
= cludes ExxonMobil, Procter & Gamble, General Electric, Mi-
Unmeasured BXPOI’tS of kI'IDWhOW $25 S’l@@ crosoft, and Tntel—have boosted R&D spending by 42%, or al-

“Biliors ol doers: Annusl average for 20002004 - DalasBusiassiWiesk most $11 billion, since 2000. Yet over the same period, they
o s have only increased capital spending by a meager 2%, or less
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than $1 billion. So all together, these giants have actually in-
cre eir future-oriented investment by roughly $12 bil-
lion—most of which doesn’t show up in the BEA numbers.

This shift to intangibles looks e more remarkable when
we look a bit further back. P&G, for example, has boosted its
spending on R&D, which doesn’t count as investment in the
GDP statistics, by 39% since 1996. By contrast, the company’s
capital budget, which does factor inte GDP, is no bigger today
than it was back then. The same is true at spicemaker
MeCormick & Co., where capital spending is basically flat com-~
pared to 1996 but R&D outlays to create new products have
tripled over the same period.

Want to see how this works? Grab your iPod, flip it over, and
read the script at the bottom. It says: “Designed by Apple in Cal-
ifornia. Assembled in China.” Where the gizmo is made is im-
material to its popularity. It is great design, technical innovation,
and savvy marketing that have helped Apple Computer sell more
than 40 million iPods. Yet the folks at the BEA don’t count what

measured business investment, for example, Corrado, Sichel, and
Hulten counted the pornon of advertising designed to have long-
lived effects on perception (that would include the sort of corpo-
fate image advertising seen in this magazine). They also esti-
mated the value of new duct development™in_the
financial-services mdustry, which clurent R&D numbers miss.
“We had to hunt around for bits and pieces of data,” says Hulten,

Assessing how much bang for the buck companies get from
their spending on intangibles is even harder, especially in the
fw?ﬁﬁﬁg%mmghﬁe training. In
the old days, that required fiymg people to a teaching facﬂzty,
which cost companies a lot of time on top of the cost of the in-
structors and real estate. nling]
vations are driving down the cost of training. At IBM, the train-
ing budget fell by $10 million from 2003 to 2004, a 1.4%
decline, while the number of classroom and e-learning hours

rose by 29%. Are other companies seeing an equally dramatic
decline in the cost of training? No one knows.

CHANGING PERCEPTIONS

THAT’S WHY THE BEA doesn’t want to move too fast. It plans to
publish supplemenfary a%wwm
which will track R&D spending without adding it into the official
P TerS- Other InTangtbles, Though. remain below the
radar. “No one disagrees with this conceptually.” says BEA chief
Landefeld. “The 1e problem is In the empirical measurement.”

But look at how our perception of the economy changes once
you add in things like R&D and brarid-building. The published
data show that total investment—business, resid&%lﬂ:m
government—has been falling over the past three decades as a
share of national spending, while consumption has been rising,

=

Apple spends on.
t, which totaled at

least $800 million in 2005.
Rather, they count each iPod

twice: when it arrives from Chi-

na, and when it sells. That, in ef-
fect, reduces Apple—one of the world’s greatest innovators—to a
reseller of imported goods.

That's why the new research from Corrado, Sichel, and Hulten
is so important, and why building and improving upon it could
become a key goal of economists in the coming years. Ultimate-
ly, we might end up with a “knowledge-adjusted” GDP, which
would track the spending so crucial for global competitiveness.

Right now, though, rough calculations of these intangibles are
all we have. To help come up with their $1 trillion number for un-

Add in the intangible investments provided by our three econ-
omists, and the plcture changes completely.
Total investment rises, going from 23.8% of nauonal spend-

ing in the 1970s to 25.1% in the early 2000s—much
the 18.3% the conventional numbers show. That helps explain

why the economy has sustained strong productivity growth,
and why foreign investors confinue to pour money into the U.S.
Factoring in the-knowledge economiy also helps us under-

stand why the recession of 2001 seemed worse than the official

,Y-—

X

The numbers say growth slowed,
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but jobs for designers jumped

Includlng R&D, tramlng, and other intanglbles inthe numbers he[ps explam a decade of economic reallty
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statistics showed-—and why the recovery was so slow; Accord-

‘ing to the published numbers, the six-month recession of 2001

was so mild the business sector actually grew at a modest 0.4%
pace that year. By 2003, however, more than 3 million private
sector jobs had disappeared.

One reason for this disconnect is simple: Corporations
hacked back their budgets for R&D. adverfising, fraining, and so
forth. Yes, that canceled out a ton of high-paying jobs, but had

%ﬂu direct effect on GDP. Remember that R&D and other intan-

ERIC HOFFMANN/B

ible business investments are not currently counted as nation-
aloutput.

Therefore, when a company laid off an engineer doing
long-term product development but kept selling the same num-
ber of its old products, GDP stayed the same, Productivity even
went up, because fewer workers were producing the same
amount of output. And if that laid-off engineer went to work, .
say, building houses? National output might even have risen.

There’s enough data available through 2003 to estimate how

LE. IK'EANGIBLE LABQR FOR(:E <0THE
ENT: INVESTMENT** < UPGRA : : : %
"Nﬁ.unzs SPENDING ON R&D, PRODUCT DEVELOPMENT IN FINANCE AND INFORMATION. INDGSTRlES. THE uﬁmou IJF LOHG LIVED BRAND EQUH"L E.MwaEEmAmmG Nn'omamzmonm eumae ANDIDE

business intangibles would have changed the growth numbers.
For our purposes, let’s assume that overall intangible business in-
vestment followed the same path as industrial R&D and adver-
tising, for which annmal data are available. Crunch the numbers
and it looks like the business sector really grew by only 0.1% in
2001, less than a quarter of the size of the official increase.
Growth in 2002 now also looks slower than the published data.

By contrast, the conventional numbers may be understating
the strength of the economy today. The
BEA announced on Jan, 27 that growth in
the fourth quarter of 2005 was only 1.1%.
In part that was because of a smaller-than-
expected increase in business capital
spending. However, employment at de-
sign and management-consulting firms is up sharply in the
quarter, suggesting thatbusinesses may be spending on intan-
gibles instead. Indeed, the consumer confidence number for
January zoomed to the highest level since 2002, as Americans
became more optimistic about finding jobs.

Then again, the economy may hit bigger bumps in the years
ghead. When companies significantly trim their spending on
R&D, design, training, and other knowledge-enhancing activi-
ties, as they did in 2001, the resulting pain in terms of job loss-

Factoring in the Missing Pieces e
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Trade stats miss a big chunk of the value-
creating flow of knowledge
e ]

es and reduced innovation could deepen the next downturn.

Perhaps the trickiest and most controversial aspect of the
shadow economy is how it alters our assessment of internation-
al frade. The same intangible investments not counted in GDP, _
such as business knowhow and brand eguity, are for the most
part left out of foreign trade stats, too. Also largely ignored is the
mass influx of trained workers into the U.S. They represent an
immense contribution of human capital to the economy that the
U.S. gets free of charge, which can substantially balance out the
trade deficit of goods and services. “I don’t know that the trade
deficit really tells you where you are in the global economy,” says
Gary L. Ellis, chief financial officer of
Medtronic Inc., a world leader in
medical devices such as implantable
defibrillators, “We’re exporting a lot
of knowledge.”

Time for another real-world ex-
ample. In December, Intel Corp. an-
nounced plans to build a new
wafer-fabrication plant in Israel. To
the statisticians, the value of that
foreign investment is the book value
of the plant—that is, the cost of
erecting the building and installing
the chipmaking machinery.

comp

Big Companies
Go [ntangible

Companies are putting more emphasis on
R&D and less on capital investment. Since
2000, the “intangibility index”—the ratio of
R&D to capital spending, multiplied by
100—has risen for 9 of the 10 biggest U.S.

Harvard’s Center for International Development, believes it
should be. He describes these cross-border flows of knowhow as
“dark matter.” Hausmann notes that U.S. multinationals consis-
tently earn higher rates of return than their foreign counter-
patts—an average of 6% on foreign operations since 2000, vs. the
1.2% foreign multinationals earn in the U.S., according to the lat-
est BEA figures. From that, he infers that the multinationals are
benefiting, in part, from knowledge exported from the U.S., a
country with faster productivity growth than the rest of the in-
dustrialized world.

Using these arguments, Hausmann finds that the U.S. cur-
rent account deficit actually disap-
pears, averaged over tme. “With
globalization, you develop a blue-
printand sell it in all countries,” he
says. “Countries that are good at
creating blueprints get more ex-
ports of dark matter.”

Admittedly, most trade experts
are hostile to Hausmann’s conclu-
sions. A. recent report from Gold-
man, Sachs & Co. likened Haus-
mann’s dark matter to cold fusion.
And the economists at the BEA wor-
ry that adding kmowledge exports

anies that rep

G

Not counted is the systematic ex-
port of knowhow to Israel that en-

to the trade stats would make pub-
lished data less useful. “I have a

ables that factory to operate prof-
itably. At the core is a program called

problem putting fabricated flows
into exports,” says Ralph H. Ko-

Copy Exactly!, which requires that a
new fab duplicate an existing one

736

zlow, who oversees international ac-
counts at the BEA, “You get into an

1007

that is working well, down to how of-

impossible statistical maze when

ten the plant’s pumps are serviced. 3 e %29_‘3‘ 761“@ ..~ you try to value all of this at any-
All of this critical information is doc- PR wep Oy - R thing that anyone would believe.”
umented and transferred from the &GAMBLE. . ... 629 89.0 Bﬁt even if Hausmann is over-
U.S. to the new plant, but it is not T 291.0 f 295 4_' stating his case, he’s on the right
picked up by the trade statistics. R L S se il track. There’s no doubt that the sta-
The numbers don’t catch Intel’s SN 1823 :»'8'?- 2392 tistical problems are formidable,
exhaustive training program either, % SRl IR L e but it’s also certain that the con-
To get its new plants running quick- Al T 220 4}2 2 ventional trade statistics are miss-
ly, the chipmaker brings 800 or 900  -Z5es . i IR e e ing a big portion of the knowledge
employees from the new fab to CHEVRONTEXACO ’ 293 29 flows that create value these days.
spend a minimum of six months in Mo - . Suppose we assume that U.S.
Hillsboro, Ore, where Intel develops N[ - 58.4 88.4 multinationals can earn an extra
new production processes. By the -1 S T percentage point of return. on their
time they return home, these people gy, - - - 056 .129.9 foreign investments by being able
will have picked up not just the de- i~ e PN to use business intangibles export-
tails of the process but also tribal _pjpp10° - B68  ¥9.1 ed from the U.S. Then a rough esti-
knowledge—the unwritten lore of S ] o mate of the value of the unmea-

how Intel works. With that info in
their heads, they’re equipped to get
the new factory up and running at
high volume within a quarter, rather
than taking a year or more. In eco-
nomics speak, this is a classic trans-
fer of human capital. So why iso’t it
called an export?

Ricardo Hausmann, director of
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“Capital spendiig lor oll cormpinies includes expenditures for exploratiori as well,
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sured exports of knowledge is
anywhere from $25 billion to $100
billion per year, depending on
what assumptions are used.

And let’s not forget about immi-
grants. The workers who move to
the U.S. each year bring with them
a mother lode of education and
skills—human capital—for free.



One celebrated example is Jonathan Ive, the man who designed
the iPod and iMac, Ive was born in England and educated at
Newecastle Polytechnic University of Northumbria before join-
ing Apple Computer Inc. in California in 1992.

Ive is not unique. Most of the workers who immigrate to the
U.S. each year have atleast a high school diploma, while about
a third have a college education or better. Since it costs, on av-
erage, roughly $100,000 to provide 12 years of elementary and
secondary education, and another $100,000 to pay for a college
degree, immigrants are providing a subsidy of at least $50 bil-
lion annually to the U.S. economy in free human capital. Alter-

natively, valuing their contribution to the economy by the total
wages they expect to earn during their lifetime would put the
value of the human capital of new immigrants closer to $200
billion per year. Either the low or high estimate would make the
current account deficit look smaller.

These numbers may also seem squishy. Still, if Fed chief
Bernanke, corporate executives, and ordinary investors want to
know where we’ve been, and where we’re headed, tracking the
creation and flow of knowledge is the only way to go. &l

~With Steve Hamm in New York and
Christopher,J. Farrell in St. Paul, Minn.

orty-two grand a year. That's
-the going rate for tuition, room,
and board at Vermont's pricey
Middiebury College, where
Danna Kelly's son and daughter
goto school. “It's what we spend all our
discretionary income on: education,” says
Kelly, who lives in St. Paul, Minn, “We look on
. itas aninvestment in their lives.”
Gavernment number crinchers don't see
it that way, though. By their reckoning, the
‘money households lay oit for college and
-/ ‘other levels of education—an eye-popping
*$224 billion in 2005—is consumption, no

different than buying an ice cream cone or a.

new pair of sneakers. Ditto for maney
plowed into federal job programs, the
National Seience Foundation (NSF}), and
even the salary of the local public school
teacher who helped your child learn to read.
Imagine if all the money you devote to
education, plus the government's outfays for
education, training, and R&D, went into the
investment column instead. Suddenly,
Americans would look a lot less profligate.
The U.S. devotes more to education and
R&D than most other industrialized
countries, For example, America spends
well over 7% of gross domestic product on
education, compared with 4.6% for Japan.
And i the moriey socked away by
households and spent on education was
counted as savings, thenthe U.S, personal
savings rate for 2005 would be 2.0%, not
the =0.5% the official numbers show.
Sowhy aren't these outlays being
categorized as in\restment‘? Supplementary
accou ine D
__Mmg.(uﬁge_ﬁa. But treating
education as investment is much farther off,

despite the abvious long-lasting nature of
the “human capital” asset created by
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education. Ater all, the skills learned in
school last a lot longer than the typical
computer, which is counted as investment
by the statisticians.

The reason is simple: There is no

‘consensus, among economists, educators,
of; for that m ciety onhow to

measure the value of a dollar spent on
educatien, Should it be valued firgher if it
raises test scores or results in a higher wage
down the road? Should it be valued lower if
the kids are taught in a crowded classroom
or if the college economics course is taught
by a research assistant who speaks broken
English? Are high school courses inart
appreciation an essential part of the

curriculum or a mere frill? These questions
r——-—._,.,...._..—-——o—-.

Investing in
The Kids ,
Households are spending

more on education even as
the savings rate falls

TIPERSONALSAVINGS  F<o7
1 PERSONAL SPENDING OM mucmon
-1 2000 2005

Data: Bureaw of Economic Analysls

are not merely techni of
infense publi itical debate, both at

the national and local level.

Similar concerns complicate a more
rational assessment of the feHeral ‘budget.
THe government spends an enormous

amount, $396 billion in fiscal 2005, on long-
lived, intangible investment such as R&D

. and education, as well as such physical

assefsas computers and jet fighters. So why
not take a page from the business world:
Separate out investment spending from the
day-to-day costs of running the government.

Calculating the budget that way would
put the federal government's current
operations into surplus, since the
investment outlays exceed the total deficit of
$318 billion, What's more, it would become
clear that government horrowing was
funding investments with a future payoff. In
an ideal world, Congress would weigh
whether boosting basic research, as -
President George W. Bush proposed in his
State of the Union speech, was worth taking
onmore debt. Today, by comparison, the
NSF is funded in the same appropriations
bill as the Justice Dept., so that more money
for long-term research may be competing
against more doliars for the Federal Bureau
of Investigation. That sort of choice
encourages short-run thinking.

In the real world, even proposing a shift to
operating and investment budgets would
scare up a lot of opposition. One fear is that
politicians would try to game the system.
Says Joseph J. Minarik, research director for
the Committee for Economic Development,
aresearch organization in Washington: “One

" man'sinvestment is another man's pork—

pork being defined as spending that doesn't
generate a broad retumn.”

Still, calling things by their right names
has clear advantages. Persisting in the -
fiction that government and hiousehold
spending on R&D, training, and education is
onlggonsumptmnﬁi&mmw

ledge econo
-By Mfchae.f Mandel in New York,
with Christopher J. Farrell in St. Paul, Minn.,
and Howard Gleckman in Washington
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HAS SEEN

Than You Think

DAN PAGE

In a knowledge-based world, the

traditional measures don't tell the story
| BY MICHAEL MANDEL

YOU READ THIS MAGAZINE RELIGIOUSLY, WATCH CNBC WHILE DRESSING FOR WORK,
scan the Web for economic reports. You’ve heard, over and over, about the underlying
problems with the U.S. economy—the paltry investment rate, the yawning current ac-

count deficit, the patheric amount Americans salt away. And you know what the experts
are saying: thatthe U.S. faces a perilous economic future unless we cut back on spend-
ing and change our profligate ways.

Butwhat if we told you that the doomsayers, while not definitively wrong, aren’t see-
ing the whole picture? What if we told you that businesses are investing about $1 trillion
ayear more than the official numbers show? Or that the savings rate, far from being neg-
ative, is actually positive? Or, for that matter, that our deficit with the rest of the world is
much smaller than advertised, and that gross domestic product may be growing faster
than the latest gloomy numbers show? You’d be pretty surprised, wouldn’t you?

Well, don’t be. Because the economy you thought you knew—the one all those gov-
ernment statistics purport to measure and make rational and understandable—actu-
ally may be on a stronger footing than you think. Then again, it could be much more
volatile than before, with bigger booms and deeper busts. If true, that has major im-
plications for policymakers—not least Ben Bernanke, who on Feb. 1 succeeded Alan

Greenspan as chairman of the Federal Reserve. B2 T }l
Everyone knows the U.S. is well down the road to becoming a knowledge econgmy, -> U s

one driven by ideas and innovation. What you may not realize is that the government’s

decades-old system of number collection and crunching captures investments in eqjlipf MAY 2 & 2006

ment, buildings, and software, but for the most part misses the growing portion of GDP
that is generating the cool, game-changing ideas. “As we've become a more knowl ige-
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based economy,” says University of Maryland economist Charles
R. Hulten, “our statistics have not shifted to capture the effects.”
The statistical wizards at the Bureau of Eeonomic Analysis in
Washington can whip up a spreadsheet showing how much the
railroads spend on furniture ($39 million in 2004, to be exact).
But they have no way of tracking the billions of dollars compa-
nies smg each year on innovation and product des'gggz brand-
building, employee training, or - any o the o intangible in-
vestments required to compete in today’s global economy. That
means that the resources put into ereating such world-beating
3 innovations as the anticancer drug Avastin, inhaled insulin, :
Starbuck’s, exchange-traded funds, and yes, even the iPod, - 'p“}ﬂﬂmﬂﬂw

dog%mp_inﬂ%ﬁciﬂma "

0w, a generation of economists who came of professional
age watching the dot-com boom and bust are
trying to get a grip on this shadow economy:
People like Carol A. Corrade and Daniel E.
Sichel of the Federal Reserve Board, who,
along with Hulten, figured out that business-
es are spending much more on future-orient-

=7 ed investments than widely believed. In 2 way,
these economists are disciples of Greenspan,
who understood earlier than most that the
conventional numbers don’t capture the
emerging knowledge economy.
Wﬂmim&gging into ar-
cane factoids he hoped would give him a better
insight into what was going on under the hood
of the U.S. economy. And Bernanke seems to
understand the importance of doing the same.
In a speech last year, he said that intangible in-
vestments “appear to be quantitatively impor-
tant.” As a result, Bernanke noted, “aggregate
saving and inves be tlyun-
derstated in the U.S. official statistics.”

BEYOND WIDGETS
AS GREENSPAN WOULD BE the first to tell SIS0 :
you,it’s alot easier counting how many widg- Unmeasure d

ets the nation produces in a year than quanti- el ¥
fying the creation and markeﬁng of knowl- !Di‘aﬂglbles Bt $g ?8 2
edge. After all, we're talking about intangibles:
brand equity, the development of talent, the ex-
port of best practices.

This stuff'is hard to measure, but to ignore it - :
is to miss what the economy is telling us. And 2 Bt Hmm e SIS |
to miss thatis to increase the likelihood of com- - ' L
mitting policy blunders. Including these intan-
gible investments could provide a better picture o_ﬂg_c&ggmy
orie that offers more advance warning of recessions, slippagein =~ ===
our ability to innovate, and other nasty surprises. S

To understand why the government measures the economy
the way it does, it helps to go back in time to the 1930s. The
Great Depression had the nation in a death grip, and govern-
ment planners and politicians lacked the tools to answer the big
question of the day: Was the economy getting better or worse?
To find out, the Commerce Dept. brought in economist Simon
Kuznets , then at the National Bureau of Economic Research, to
calculate for the first time the natior’s income and Output—ﬂle
purchasing power and production of the U.S. economy. Setting
such a benchmark would allow the government to figure out if
the economy was growing or shrinking.

‘Working with handwritten data, Kuznets and a small group of

ILLUSTRATIONS BY DAN PAGE
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Government outiays for education and R&D are incorrectly
Iabek)aﬁcil as tc;urrent consumptlon rather than future onented
investrmen

Education/research and development $2 15
Physical capital - 181
Surplus of rest of federal budget - 78

fellow economists began counting tangible things like machines
and buildings as long-term investments, It made sense, since this
was still the Industiial Age. And such calculations came in handy
during World War IT, when the Roosevelt Administration needed
a fixon the nation’s capacity to grind out tanks, ships, and planes.

ABREAKWITH THEPAST

KUZNETS WORK SET THE TONE for the rest of the century, not
to mention helping win him the Nobel prize in Economies in
1971. Machines and buildings were counted as future-oriented
investment, but spending on education, training, and R&D was
not. No attempt was made to judge the social utility of expendi-
tures. For example, the $6 million cost of building the Flamingo
Hotel, the Las Vegas casino opened by Bugsy
Siegel in 1946, was tallied as an investment,

publlshecl data

| Education

i 'Householdloutlays for
- __educatlon._the |rqn015t 1mportﬁnt

: éoun edas cansumgsz’ué3 n |ri:: thg

But AT&T’s funding of Bell Labs, where the
transistor was invented around the same time,
wasn't even included in GDP. Kuznets himself
acknowledged the limitations of his system, yet
it stayed basically the same for most of the
postwar period.

By the early ’90s, Greenspan was becoming
increasingly frustrated by the official num-
bers’ inability to explain a rapidly evolving
economy. In 1996 and 1997 he refused to ac-
cept conventional data telling him that pro-
ductivity growth was falling in much of the
service sector, noting—correctly, as it trns
out—that “this pattern is highly unlikely.” He
also pointed out that the official numbers for
consumer inflation were too high,

At the Washington offices of the BE4, J.
Steven Landefeld, who became director in
1995, felt pressure to include numbers that bet-
ter reflected the knowledge economy. Lande-
feld isn’t a rash fellow, and the pace of change
atthe BEA, while quick for a statistical agency,
would be called deliberate by most. But in
1999—six decades after Kuznets laid the
groundwork for caleulating GDP—Landefeld

$22;@1

and the BEA decided to break with the past.
The BEA started treating business spending

on software as a long-lived investment. The de-

cision was overdue. Companies were spending

| "Hilmsal’dalarszDD-S EE
Data.Burem.lolEmnum!:AmlysLs

“The foreigfi trade statistics do not reflect the human capital
bemg brought intothe countr / by skilled: |mm|§rants The
‘official numbers also do not:show the flows of knewhow that
enable US:multinationals to reap High retums on: the:r
overseasoperations. = -

 Unmeasured inflows of hurman capita $5@~$2@@*

Unmeasured exports of knowhow 525 -S5100*

“Bikons of dollars: Annual average for 2000-2004 Da‘lmBmhessWeek

more than $150 billion annually on software,

far more than the $100 billion for computer

hardware. And the software often stayed in use

longer thanthe hardware. The fact that econo-
mists could go into stores and see software in brightly colored
boxes reassured them that it was real. “Prepackaged software is
a lot easier” to count, recalls Tandefeld.

Silly as it may seem now, it was a revolutionary change at the
time, But over the past seven years the economy has continued
to evolve while the numbers we use to capture it have remained
the same. Globalization, outsourcin d the emphasis on i
novation and creativity are forcing businesses to shiftata dra.—
matw Tate from tangible o mtan@;{ble investments.

"TAccording to BusinessWeelcs calculations, ﬂlfﬁ)gﬁl_@_%gg&
U.S. corporations that report their R&D outlays—a list that in-
cludes ExxonMobil, Procter & Gamble, General Electric, Mi-
crosoft, and In'oel—have boosted R&D spending by 42%, or al-

most $]:l billion, sinfe 2000. Yet over {the same period, th
have only increased capital spending by a meager 2%, or less
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Unmasking the Economy

The Knowledge Economy and You: Advice for investors

and workers

A GDP Primer: How the numbers are calculated

The Story Behind the Story: For a pedcast interview with Chief
Economist Michael Mandel by Executive Editor John A. Byrne,
go o businessweek.com/search/podcasting.htm ;

The Blog: To discuss intangibles with Mandel, go to
businessweek.com/the_thread/economicsunbound/
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than $1 billion. So all together, these gia.nts have actually in-
creased their future-oriented investm roughly $12 bil-
lion—most of which doesn’t show up in the BEA numbers.

This shift to mtangibles Jooks all the more remarkable when
we look a bit further back. P&G, for example, has boosted its
spending on R&D, which doesn’t count as investment in the
GDP statistics, by 39% since 1996. By contrast, the company’s
capital budget, which does factor into GDP, is no bigger today
than it was back then. The same is true at spicemaker
MecCormick & Co., where capital spending is basically flat com-
pared to 1996 bt R&D outlays to create new products have
tripled over the same period.

‘Want to see how this works? Grab your iPod, flip it over, and
read the seript at the bottom. It says: “Designed byApple in Cal-
ifornia, Assembled in China,” Where the gizmo is made is im-
material to its popularity. It is great design, technical innovation,
and savvy marketing that have helped Apple Computer sell more
than 40 million iPods. Yet the folks at the BEA don’t count what

measured business investment, for example, Corrado, Sichel, and
Hiilten counted the portion of advertismg designed to have long-
Tived effects on perception (that would include the sort of corpo-
rate image advertising seen in this magazine). They also esti-
mated the value of new product development™in the
financial-services mndusfry, which current R&D numbers miss.
“We had to hunt around for bits and pieces of data,” says Hulten.
Assessing how much bang for the buck companies get from
their spending on intangibles is even harder, especially in the
fast—changmg lmowledge economy. Take employee training. In
the old days, that required flying people to & teaching facility,
which cost companies a lot of time on top of the cost of the in-
structors and real estate. Now onli
vations are the

,__‘_,c_immngdmm__@ﬂﬂﬂmnmg AtIBM, the train-
ing budget fell by $10 million from 2003 to 2004, a 1.4%
decline, while the number of classroom and e-learning hours
rose by 20%. Are other companies seeing an equally dramatic
decline in the cost of training? No one knows.

CHANGING PERCEPTIONS

THAT’S WHY THE BEA doesn’t want to move too fast. It plan
Pt%s%tfgm%m_wwwﬂm
GDP 1 S inEngibles, though, remain below the
radar. “No one disagrees with this conceptually,” says BEA chief
Landefeld. “The problem is in the empirical measurement.”
Butlook at h6W ot perception of the economy changes once
you add in things like R&D and brand-building, The published
data show that to)g investment—business, residenfial, and
government—has been g over the past three decades asa

share of national spending, while consumption has been rising.

Apple spends on R&D
it t, which totaled at

least $800 million in 2005.
Rather, they count each iPod

twice: when it arrives from Chi-

na, and when it sells. That, in ef-
fect, reduces Apple—one of the world’s greatest innovators—toa
reseller of imported goods.

That’s why the new research from Corrado, Sichel, and Hulten
is so important, and why building and improving upon it could
become a key goal of economists in the coming years. Ultimate-
ly, we might end up with a “knowledge-adjusted” GDP, which
would track the spending so crucial for global compettiveness.

Right now, though, rough calculations of these intangibles are

all we have. To help come up with their $1 trillion number for un-

Add in the intangible investments provided by our three econ-
omists, and the pmture changes completely.

Tota.'l investment rises, ,going from 23.8% of national spend-
ing T the 1970s to 25.1% in the early 2000s—much higher than
the 18.3% the conventional numbers show. That helps explain
why the economy has sustained strong productivity growth,
and why foreign investors continue to p‘%ﬁmms_.

Factoring in the kmowledge economiy also helps us under-
stand why the recession of 2001 seemed worse than the official

%-

X

The numbers say growth slowed,




Factoring in the Missing Pieces
Includmg R&D tramlng, and other |ntang1 bles in the numbers helps explaln a decade ef economic realrty
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but jobs for designers jumped

statistics showed—and why the recovery was so slow. Accord-
ing to the published numbers, the six-month recession of 2001
was so mild the business sector actually grew at a modest 0.4%
pace that year, By 2003, however, more than 3 million private
sector jobs had disappeared.

One reason for this disconmect is simple: Corporations

hacked baclk their budgets for R&D, advertising, training, and so
forth. Yes, that canceled out a ton of high-paying jobs, but had

ible business investments are not currently counted as nation- _

g’£rzlo direct effect on GDP. Remember that R&D and other intan-

ERIC HOFFMANN/B

output. Therefore, when a company laid off an engineer doing
ong-term product development but kept selling the same num-
ber of its old products, GDP sfayed the same, Productivity even

went up, because fewer workers were producing the same

amount of output. And if that laid-off engineer went to work,
say, building houses? National output might even have risen.
There’s enough data available through 2003 to estimate how

business intangibles would have changed the growth numbers.
For our purposes, let’s assume that overall intangible business in-
vestment followed the same path as industrial R&D and adver-
tising, for which annual data are available, Crunch the numbers
and it looks like the business sector redlly grew by only 0.1% in
2001, less than a quarter of the size of the official increase.
Growth in 2002 now also looks slower than the published data.

By contrast, the conventional numbers may be understating
the strength of the economy today. The
BEA announced on Jan. 27 that growth in
the fourth quarter of 2005 was only 1.1%.
In part that was because of a smaller-than-
expected increase in business capital
spending. However, employment at de-
sign and management-consulting firms is up sharply in the
quarter, suggesting that businesses may be spending on intan-
gibles instead. Indeed, the consumer confidence number for
January zoomed to the highest level since 2002, as Americans
became more optimistic about finding jobs,

Then again, the economy may hit bigger bumps in the years
ahead. When companies significantly trim their spending on
R&D, design, training, and other knowledge-enhancing activi-
ties, as they did in 2001, the resulting pain in terms of job loss-

SHARE YOUR THOUGHTS.

Sun believes sharing is the way to create better |deas That’s why we’ve teamed up with
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Trade stats miss a big chunk of the value-
creating flow of knowledge
RN :

es and reduced innovation could deepen the next downturn.
Perhaps the trickiest and most controversial aspect of the
shadow economy is how it alters our assessment of internation-

Harvard’s Center for International Development, believes it
should be. He describes these cross-border flows of knowhow as
“dark matter.” Hausmann notes that U.S. multinationals consis-
tently earn higher rates of return than their foreign counter-

al trade. The same intangible investments not counted in GDP,
s ine w and brand equity, are for the most
part left out of foreign trade stats, too, Also largely ignored is the
mass influx of trained workers into the U.S. They represent an
immense contribution of human capital to the economy that the
U.S. gets free of charge, which can substantially balance out the
trade deficit of goods and services. “I don’t know that the trade
deficit really tells you where you are in the global economy,” says
Gary L. Ellis, chief fmancial officer of
Medtronic Inc,, a world leader in
medical devices such as implantable
defibrillators. “We’re exporting a lot
of kmowledge.”

Time for another real-world ex-
ample. In December, Intel Corp. an-
nounced plans to build a new
wafer-fabrication plant in Israel. To
the statisticians, the value of that
foreign investment is the book value
of the plant—that is, the cost of
erecting the building and installing
the chipmaking machinery.

companies that repo

Big Companies
Go Intangible

Companies are putting more emphasis on
R&D and less on capital investment. Since
2000, the “intangibility index”--the ratio of
R&D to capital spendin
100—has risen for 9 of
R&D

parts—an average of 6% on foreign operations since 2000, vs. the
1.2% foreign multinationals earn in the U.S., according to the lat-
est BEA figures. From that, he infers that the multinationals are
benefiting, in part, from knowledge exported from the U.S,, a
country with faster productivity growth than the rest of the in-
dustrialized world.

Using these arguments, Hausmann finds that the U.S. cur-
rent account deficit actually disap-
pears, averaged over time. “With
globalization, you develop a blue-
print and sell itin all countries,” he
says. “Countries that are good at
creating blueprints get more ex-
ports of dark matter.”

Admittedly, most trade experts
are hostile to Hausmann’s conclu-
sions. A recent report from Gold-
man, Sachs & Co. likened Haus-
mann’s dark matter to cold fusion.
And the economists at the BEA wor-
ry that adding knowledge exports

tgr,]multiplied b
e 10 biggest US.

Not counted is the systematic ex-

to the trade stats would make pub-

s TANGIBIBETYIN
port of kmowhow to Israel that en- | eVER S o000 g | lished data less useful. “I have a
ables that factory to operate prof- - . - ' - 44 problem putting fabricated flows
itably. At the core is a program called LU e into exports,” says Ralph H. Ko-
Copy Exactly!, which requires thata g zlow, who oversees international ac-
new fab duplicate an existing one : 1@@“? counts at the BEA. “You get into an
that is working well, downtohowof- .= " f o impossible statistical maze when
el i o 817616 piob IR
umgntedS gﬁdcnms?'g'rn:él ?‘ﬁ)l; 1(2)1“(1:(; PROCTER_&GAMBLE S 62.9 89.0 - Blglt e?ref:l i};OI{lIZIZ‘;(;naxmeisegsl.e:r—
U.S. to the new plant, but it is not Ll 21’3 o e 295 4 E stating his case, he’s on the right
picked up by the trade statistics. Rl - EaINeR track. There’s no doubt that the sta-
The numbers don’t catch Intel’s N ) tistical problems are formidable,
exhaustive training program ejther. : 23@ "2 but it’s also certain that the con-
To get its new plants running quick- 0 @ 423 ventional trade statistics are miss-
ly, the chipmaker brings 800 or 900 o R R ing a big portion of the knowledge
employees. t:rom the new fab to CHEVRONTEXACO 22 2.9 flows that create value these days.
spend a minimum of six months in - BT : Suppose we assume that U.S.
flsbow,Ore,vhew e delops 684 884 mutionds o cam an ot
time they return home, thesepeople gy~ 0 . Q5.6 129.9 foreign investments by being able
W]_]l have picked up not just the ‘de- — _ _ - : to use business intangibles export-
tails of the process but also tribal - ppp 10 ed from the U.S. Then arough esti-

knowledge—the unwritten lore of
how Intel works. With that info in
their heads, they’re equipped to get
the new factory up and running at
high volume within a quarter, rather
than taking a year or more. In eco-
nomics speak, this is a classic trans-
fer of human capital. So why isn’t it
called an export?

Ricardo Hausmann, director of
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*Capital spending for oil companles includes expenditires for exploration as veell,
+*Latéstyear for which R&D and capital spending are both avallable: - - .

*+*Excluding GE Cap!lal Services - )

Data: Cornpany reports, Businessieek

mate of the value of the unmea-
sured exports of knowledge is
anywhere from $25 billion to $100
billion per year, depending on
what assumptions are used.

And let’s not forget about immi-
grants, The workers who move to
the U.S. each year bring with them
a mother lode of education and
skills—human capital—for free.
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One celebrated example is Jonathan Ive, the man who designed
the iPod and iMac. Ive was born in England and educated at
Neweastle Polytechnic University of Northumbria before join—
ing Apple Computer Inc. in California in 1992.

Ive is not unique. Most of the workers who immigrate to the
U.S. each year have at least a high school diploma, while about
a third have a college education or better. Since it costs, on av-
erage, roughly $100,000 to provide 12 years of elementary and
secondary education, and another $100,000 to pay for a college
degree, immigrants are providing a subsidy of at least $50 bil-
lion annually to the U.S. economy in free human capital. Alter-

natively, valuing their contribution to the economy by the total
wages they expect to earn during their lifetime would put the
value of the human capital of new immigrants closer to $200
billion per year. Either the low or high estimate would make the
current account deficit look smaller.

These numbers may also seem squishy. Still, if Fed chief
Bernanke, corporate executives, and ordinary investors want to
Inow where we've been, and where we’re headed, tracking the
creation and flow of knowledge is the only way to go. O

—With Steve Harnm in New Yorlk and
Christopher J. Farrell in St. Paul, Minn.

iition: It's Not Like e,

An Ice Cream Cone

orty-two grand a year. That's
the going rate for tuition, room,
and board at Vermont's pricey
Middlebury College, where
Donna Kelly’s son and daughter
goto school. “It's what we spend all our
discretionary income on: education,” says
Kelly, who lives in St. Paul, Minn. “We look on
it as an investment in their lives."
Government number crunchérs don't see
it that way, though. By théir reckomng, the
imoney households lay ouit for college and
:other levels of education—an eye-popping
+$224 billion in 2005—is consumption, no

different than buying an ice creamcone or a.

new pair of sneakers, Ditto for money
plowed into federal job programs, the
National Science Foundation (NSF), and
even the salary of the local public school
teacher who helped your child leamn to read.
Imagine if all the money you devote to
education, plus the government's outlays for
education, training, and R&D, went into the
investment column instead, Suddenly,
Americans would look a lot less profligate.
The U.S. devotes more to education and
R&D than most other industrialized
countries. For example, America spends
well over 7% of gross domestic product on
education, compared with 4.6% for Japan.
And if the money socked away by
households and spent on edication was

the “human capital" asset created by

education. After all, the skills learned in
school last a lot longer than the typical
computer, which is counted as investment
by the statisticians.

The reason s simple: There is ne no
consensus, amongggqu_gmrsts educators,
of for that aciety on how to
measLire the value of a dollar spenton

education, Should it be valled figher if it
raises test scores or results ina higher wage
down the road? Should it be valued lower if
the kids are faught in a crowded classroom
or if the college econornics course is taught
by a research assistant who speaks broken
English? Are high school courses inart
appreciation an essential part of the

curriculum or a mere frill? These questions
—

Emv&%ﬁimg in
‘he Kids ,

“Households are spendlng
more on education even as
the savings rate falls

the national and local level.

Similar concerns complicate a more
rational assessment of the federal budget.

€ government spends an enarmous
amount, $396 billion in fiscal 2005, on long-
lived, intangible investment such as R&D
and education, as well as such physical
assets as computers and jet fighters, So why
nottake a page from the business world:
Separate out investment spending from the
day-to-day costs of running the government.

Calculating the budget that way would
put the federal government’s current
operations into surplus, since the
investment outlays exceed the total deficit of
$318 hillion. What's more, it would become
clear that government borrowing was
funding investments with a future payoff. In
an ideal world, Congress would weigh
whether boosting basic research, as
President George W. Bush proposed in his
State of the Union speech, was worth taking
on more debt. Today, by comparison, the
NSF is funded in the same appropriations
bill as the Justice Dept., so that more money
for long-term research may be competing
against more dollars for the Federal Bureau
of Investigation, That sort of choice
encourages short-run thinking.

In the real world, even proposing a shiftio
operating and investment budgets would
scare up a lot of opposition. One fear is that
politicians would try to game the system.
Says Joseph J. Minarik, research director for
the Committee for Economic Development,
aresearch organization in Washington: "One
man's investment is another man's pork—
pork being defined as spending that doesn't

and Howard Gleckman in Washington

counted as savings, then the U.S. personal generate a broad return,” B
savings rate for 2005 would be 2.0%, not Still, calling things by their right names =
the -0,5% the official numbers show. has clear advantages. Persisting in the “
So why aren't these outlays being fiction that government and household ,%
categorized as investment? Supplementary spending on R&D, training, and educationis &
accounts for government and business R&D e e S orily consumpfion s to misunderstand the 2
.are coming (page 62). But treating PERSONAL SPENDING ON ZBUCATION ledge economy.

ucation as investment is much farther off -1 H 3500 5005 -By Michael Mandel in New York, E
despite the obvious long-lasting nature of Dats: Bureay of Econmic Analysis with Christopher J. Farrell in St. Paul, Minn., §
[&]
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The NSA Surveillance Program: An Indispensable Tool for Proieciing America
Remarks by Senator Kyl at CS8iS
February 13, 2006

Opening Story:

A story which intellience historians continue to debate today concerns the German
bombing of Coventry in the Fall of 1940, during the height of Hitler’s efforts to
bring England to her knees. It is claimed that Churchill received top secret
intelligence, derived from the Anglo-American breaking of the German Enigma
code, which indicated that Coventry would be hit later that day. Churchill faced a
choice, evacuate Coventry and risk revealing that the Enjgia code had been
broken, or sit on the information at the cost of potentially thousands of Lives, He
decided to put the city's emergency services on alert and take no further action.
Coventry was sacrificed, but the Germans had no hint that their code was
compromised.

This story, while possibly apocryphal, is nevertheless telling, because it
demonstrates the preeminent value of operational intelligenice in war, Chuychill was
not criticized for his decision, illustrating the mindset that we expect wartime
leadeys to have.

I. Set the stage:
» We are in a protracted struggle yvith an enemy whase ambition is simple: kill
-~ Americaus by the millions and destroy our way of life. '

A. DNI Negroponte: Attacking the United States hemeland, United States
interests overseas and United States allies -- in that order -- are Al
Qaeda's top operatjonal priorities. The group will attempt high-impact
attacks for as long as its central command strueture is functioning and
affiliated groups are capable of furthering its inferests, because even
modest operational capabilities can yield a deadly and damaging attack.”

B. Enemy wears no uniform, and can hide among our population for years
(as did the 9/11 hijackers); and coordinating and financing its mass
casualty attacks like 9/11 requires contact with their sources of support
abroad.

C. The need for terrorists to comnunicate provides us with intelligence
opportunities.

] oye Sy e . L. " . PR g .
Director of National Intellizence Jobn Negroponte, festimony for SSCi “Hearing on the Worldwide
Threat,” February 2, 2006,



II. Our main weapon io jighting terrorism is good intelligence
+ The NSA terrorist surveillance program is necessary, and Americans expect
their government to protect them in this way,

A, From AG Testimony: 1t is hard to imagine a President who would not
elect to use these tools in defense of the Ameriean people—in fact, it
would be irresponsible to do otherwise. The terrorist surveillance
program is both necessary and laveful.?

B. FBI Director Mueller: ...Jeads trom that program have heen vajuable in
identifying would-be terroxists in the United States, individuals who were
providing material support fo texrorists.”

C. DDNI Huypden: ...the 9/11 commission crificized our ability to link things
happening in the United States with things that were happening
elsewhere. In that light, there are no communications more jmportant to
the safety of this eountry than those affiliated with al Qaeda with oune end
in the United States.*

D. DDNI Huyden: ¥ad this program been in effect prior to 9/11, it is my
professional judgment that we would -have detected some of the 9/11 al
Qaeda operatives in the United States, and we would have identified them
as sich.

III. The program includes a numbey of key protections:
A. Intercepts only those communications where ome end of the line is located
‘outside the United States and one of the participants is a knowa ox

suspected member of Al Qaeda or an affiliate organization.

B. Closely targeted — it is not a driftnet to grab conversation and sort them
by keyword searches. From DDNI Heaydesn

C. US identities are removed when they are nof essential to understand
intelligence reports. From DDNI Hayden

D. Presidential reauthorization is required every 45 days.

E. Leaders of the House, Senate, and the tiyo intelligence commaittees have
been continually briefed, and IG review is extensive.

? Atorney General Alberto Gonzales, Prepazed testimony before Judiciary Committee, Rebruary 6, 2006.
" ” FBIDirector Robert Mueller, testimony for SSCI “Hesring on the Worldwide Threat,” February 2, 2006.
“ DDNI Gen. Michael Hayden, Speech at the National Press Club, January 23, 2006.
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IV. 3 basic arguments currently being advanced by opponents of the program:

A. Argument 1: The program is illegal under current law
INot true: the legal arguments on behalf of the program arve sirong:

i. CONSTITUTIONAL AUTHORITY
Article I, Sec. 2: “The President shall be Cammander in Chief of the
Army and Navy of the United States, and of the Militia oif the several
States, when called into the actual Service of the United States...”

a. From DOJ Letter to Congress: Under Article X1 of the Constitution,
including in his capacity as Commander in Chief, the President
has the respousibility to profect the Nation from further attacks,
and the Constitution gives him all necessary authority to fulfill
that duty. See, e.g., Prize Cases, 67 U.S. (I Black) 635, 668 (1863)
(stressing that if the Nation is invaded, “the President; is not enly
authorized but bound to resist by force...without waiting for any
special legislative authority”); Campbell v. Clinton, 2063 F.3d 19, 27
(D.C. Cir. 2000) (Silbermasn, J., concurring)(“[T]he Prize
Cases...staud for the proposition that the President has
independent authority to repél aggressive acts by third parties
even without specific congressional autherization, and courts may
not review the level of force selected,”

b. The fact that Congress passed FISA in 1978 does not erase the
President’s Constitutional authority.

¢ From AG Testimony: The FISA Court of Revigw, the special
court of appeals charged vith hearing appeals of decisions
by the FISA court, stated in 2002 that “[w]e take for
granted that the President does have that [inherent]
authority” and, “assuming that ig so, FISA could not
cneroach on the President’s constitutional pover.”Sealed
" Cuse, 310 F.3d at 742.°

c. Ithaslong been recognized that the President’s constitutional
powers include the authority to copduct swarrantless surveillance
aimed at detecting and preventing armed attacks on the United
States. Presidents have repeatedly relied on their inherent power
to gather foreign intclligence for reasons both diplomatic and
military, and the federal courts have cousistently upheld this

® William E. Moschella, Assistang Aftomey General, Letter to Sen. Raberts, Sen, Rackefeller, Rep.
Hoekstra, and Rep. Harman, December 22, 2003.

® Anorey General Alberio Gonzales, Prepared testimony before Yudiciary Committee, February 6, 2006.



longstanding practice. See In re Sealed Cose, 310 £.3d 717, 742
(Foreign [ntel. Surv. Ct. of Rev, 2002).”

d. From AG Testimony: During the Clinton ,Administration, Deputy
Attorney General Jamie Gorelick testified before Congress in 1994
that the President has inherent authority under the Coustitution to
conduct foreign intelligence searches of the private homes of U.S,
citizens in the United States without 2 warrant, and that such
warrantless searches are permissible under the Fourth
Amendment, See Amending the Foreign Intelligence Surveiliance
Act: Hearings Before the HPSCI, 103d Cong. 2d Sess. 61, 64
(1994) (statement of Deputy Attorney General Jamie S. Gorelick),
See also In ve Sealed Case, 310 F.3d at 745-46.% (ames case)

e. From AG Testimony: ...the NSA’s terrorist surveillance program
fully complies with the Fourth Amendnaent, which prohibits
unreasonable searches axd seizures. The Fourth Am¢ndment has
pever been undexstood to require warrarts in all circumstanees.
The Supreme Court bas upheld warrartliess searches at the border
and has allowed warrantless sobriety checkpoints. See, e.g.,
Michigan v. Dept. of Stute Police v. Sitz, 496 U.S. 444 (1990); sce
alse Indignapolis v. Edmond, 531 U.8. 32, 44 (2000)...Moreover,
alfhough the Fourth Amendment does net require application of a
probable cause standard in this context, the “reasonable grounds
to believe® standard employed in this program is the traditional
Fourth Amendment probable cause standard,”

i, STATUTORY
The Congressional Authorization for Use of Military Force, Pub. L.
No. 107-40, 115 Stat. 224 (Sept. 18, 2001) (“AUME®).

a. From AG Testimony: First, it expressly recognized the President’s
“authority under the Constitution to tale action to deter and
prevent acts of interpational terrorism against the United States,”
Second, it supplemented that authority by authorizing the
President to “use all necessary and appropriate forc: against those
nations, organizations, or persons he determines planned,
authorized, committed, or aided the terirorist attacks” in order to
prevent further attacks on the Unijted States. Accordingly, the
President’s authority to use military force against those texrorist

7 . ) . « Cye . . <
Anomey General Alberto Gonzales, Prepared testimeny before Judiciary Committee, February 6, 2006.
" Attomey General Alberto Gonzales, Prepared testimony before Judiciary Connittee, February 6, 2006.
9 ... . . . o ., -
Attorney General Alberto Gorgales, Prepared testimony before Iudiciary Committee, February 6, 2008.



groups is atits maximum because he is aciing with thi express
authovization of Copgress.'!

b. From AG Testimony. ...the language of the AUNME itself, calls on
the President to protect Americans both “at home apd abroad,” io
take action to prevent furthey terrorist attacks “against the Unjted
S‘tates,”l?nd directs him to determine who was respousible for the
attacks.

c. From AG Testimony: In 2004, the Supreme Court considered ifie
scope of the AUMFE in Humdi v, Rumsfeld, 542 U.S. 507 (2004).
There, the question was whether the President had the authority
to detain an American citizen as an enenyy combatant for the
duration of the hostilities. The Supreme Court confirmed that the
expansive language of the AUMF —“all necessary and
appropriate force®—ensures that the conpressional authorization
extends to traditional incidents of waging war. And, just like the
detention of enemy combatants approved in Hamdi, the use of
communications intellicence to prevent ¢nemy attacks is a
fundamental and accepted incident of military force. *

d. Surely, collecting intelligence about the plans and intentions of the
enemy in a time of armed couflict is an incident of war. History is
replete with examples of President’s using this anthotity,

e From AG Testimony: the day after the attack on Feaxl Harbor,
President Roosevelt authorized the interception of all
comniunjcations traffic into and out of the United States. The
terrorist surveillance program, of course, is far more focused,
since it involves the interception oxly of internatinnal
-compaunications that are linked to al Qaeda,”

B. Argument 2: FISA. is the sole authority for surveillance and must be used
or amended
[Note: This argament rejects the constitutional authority claimy]

i  FISA allows for changes “as authorized by statute”, and the AUMF
provides that authorization.

2. From AG Testimony: FISA allows Congress to respond to new
threats through separate legislation. FISA prohibits persons from

16 Aucrnsy General Alberto Gonzales, Prepared testimony before Judjciary Committee, February 6, 2006.
" Auomey General Alberto Gonzales, Pi'epared testimony before Judiciary Committee, February 6, 2006.
2 Anomiey General Alberto Gonzales, Prepared testimony before Judistary Commiltee, February §, 2006,
1 Anomey General Alberto Gonzales, Prepared testimony before Judiciary Committee, February 6, 2006.
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intentionally “engagfing] . . . in electronie surveilianes under coior
of law except as authorized by statute,” For the reasons ¥ have
already discussed, the AUMF provides the relevant statutory
authorization for the terrorist surveillance program, Hamdi
makes clear that the broad lapguage in the AUMF cap satisfy g
requirement for specifie statutory authorization set forth in
another law.™

fi.  The enhanced Terrorist Surveillance Prograum is necessavy g given the
agility and resourcefulness of our terrorist esemy, which FISA cannot
match, Actionable intclligence has a short shielf life.

a, PDDNI Hayden has testified that FISA is poorly suited to the
earrying out of this kind of program,

*  PDDNI Hapden: ...J don't think that anyone can inake the
claim that the FISA statute is optimized to dea] with or prevent
a 9/11 or to dea] with a lethal enemy vwho likely already had
combatants inside the United States.., The president's
authorization allosvs us to track this kind of call more
comprehensively and more efficiently. The trigger is quicker
and a bit softer than it is for a FISA. warrant, but the intrusion
into privacy is also limited: only international calls and only
those we have a reasonable basis to believe involve al Qaeda or
one of its affiliates.'”

b. IT has been suggested that FISA’s 72 hour provision allows for
greater flexibility, but this is bardly the case.

»  From AG Testimony: Some have pointed to the provision in
FISA. that allows for so-called “emergency authorizations” of
surveillance for 72 hours without a eourt order, There is a
serions misconception about these emergency authorizations.
We do not and cannot approve emergency surveillance under
FISA, without knowing that we meet FISA’s nornal
requirements, In order to authorize emergency surveillance
under FISA, the Attorney General must personally
“detexrmine[] that. .. the factual basis for issuance of an order
under [FISA] to approve such surveitlance exists.” ... Thus, to
initiate surveillance wnder a FISA emergency authorization, it
is not enough to rely on the best judgment of our intelligence
officers. Those intelligence officers would have to get the sign-
off off lawyers at the NSA, and then lawyers in the Department

" Aromey General Alberto Gonzales, Prepared testimony before Judiciary Committee, February 6, 2006.
" DDNT Gen. Michael Hayden, Speech at the National Press Club, January 23, 2006.



of Justice would have to be satisfied tlhat the statutory
requirements for emergency anthorization are met, and finally
as Attorney General, I would have to he satisfied that the
proposed suxveillance meets the reqiirements of FISA, Finally,
the emergency application must be filod “as scon a8
practicable,” but within 72 houys.'S

s Put simply, this is not standard wiretap activity. It is much
different and the problem is that the Attorney General may not
know what he is going to get out of a particuiar eiecironic
surveillance until he gets it, FISA’s 72-hour rule demands that
the AG certily that he will be able to meet the FISA standard
before the activity even happens. Henee, FISA limits the
intelligence community’s flexibility in an unacceptable way.

C. Argument 3: Oversight by Congyess should be increased
e While there is some merit to this point, it is hard to guarantee the
necessary operational secrecy in the current political atmosphere.

i.  There is a cleay tension between the desire for more oversight and the
potential for niore unauthorized and harmfirl disclosure.

ii.  Those entrusted with knowledge of this program must be committed
to ifs protection. Not all are. Opponents of tire program openly
celebrate the leaks while demanding that they be fully briefed on it,

a. Seaator Leahy: Mr. Attorney General, can you see why I have
every reason to believe we never would have found out about this
if the press hadn't? Now, there has been talk about, well let's go

- prosecute the press. Heavens. Thank God we have a press that at
) least tells us what the heck you guys are doing, because you are
obviously not telling us.'’

The leaders of our intelligence commupity believe that these leaks
have been extremely damaging to our gatioal security.

pe
j=)
joy
v

a. CIA Director Goss: ...J'm sorry to tell you that the damage has
been very severe to our capabilities to earry out our mission.!®

b. DNI Negroponte: ...any time sensitive sources and methods axe
revealed in the public domain, through, jsress stories or othersyise,

1 Attorney General Alberto Gonzales, Prepared testimony before Judiciary Conunittee, Febraary 6, 2006.

17 Senator Patrick Leshy, Questioning of Aftorney General Gonzales, Judiciary Cammittee, February 6,
2006.

13 I . cop st . .
CLA Direcior Porter Goss, testimeny for SSCI “Hearing on the Worldwide Threat,” February 2, 2006.
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From Testimony of /11 Commission Co-Chairmen:

“The American people must be prepared for a long and difficult siruggle. We face &
determined enemy who sees this as a war of attrition — indeed, as sa epochal
struggle. We expect further attacks. Against such an eneqay, there can he no
complacency. This is the challenge of our generation. As Arnericans we must siep
forward to accept that challenge,*

From the Attorney General’s Testimony:

“In confronting this new and deadly enemy, President Bush promised that “[w]e
will divect every resource at our command—every means of diplomacy, every tool of
intelligence, every tool of law enforcement, every financial influence, and every
weapon of war—to the disruption of and to the defeat of the global terror network.”
The terrorist surveillance program described by the President is one such tool and

one indispensable aspect of this defense of our Nation.™

* The Hon. Thomas H. Kean and the Hon, Lee E. Hamilton, Public Statemnent upon release of the 9/11
Commission Report, Jun 22, 2005 '

24 .. PR R . W .
Attorney General Alberto Gonzales, Prepared testimony before Judiciary Committes, February 6, 2006,
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to spread democracy
turning into a fiasca?

It doesn't have to. Butit
does need 10 change.

BY FAREED ZAKARIA

George W. Bush is not a man for second thoughts, but
even he might have had some recently. Ever since 9/11, Bush has
made the promotion of democracy in the Middle East the center-
piece of his foreign policy; and doggedly pushed the issne. Over
the last feww months, however, this approach has bornc strange
fruit, culiinating in Hamas's victory in Gaza and

Before that, we have watched it steength-
en Hizbullah in Lebanon, which (lile
Hamas) is often described inthe Westasa
terrorist organization. In Iraq, the policy
has brought intw office conservative reli-
gious parries With their own private mili-
tizs. In Egypt, it has bolstered the Muslim
Brotherhood, one of the oldest fonda-
mentalist organizations in the Arah
world, from which Al Qaeda descends.
“Democracies replace regentmont with
hope, respect the rights of their citizens
and theli ucighlury, and juin che fight
against terror;” Bush said last week in
iy Stzte of the Unfon address, But is this
txue of the people coming to power in the Arab world today?
This iz an igsu¢ that deserves serious thought, well beyond
pointing to the awkwardness of Bush’s position. Bush's pre-
scription is, after all, one accepted by many governments: it is
algso European policy to push for demperatic reform in the Mid-
dle East. And in fact, litde has happened over the last few
months that makes the ease for continued snpport of Mushm
dictatorships. But recent events do powerfully sugpest that if
we don't berter understand the history, culturc and politics of

the West Bank.
F m

will he in for'an extremely rocky ride.

There is a tension in the Yslamic wodd
betwesn the desire for demooiacy and & i
spect for libarty: (I€ iz 2 tension that once
raged jn the Vest and stll exiss in pockets
roday.) This is mast appatent in the ongoing
fury over the publication of cartoons of
the Prophet Mubammad in a small Danish
ntwspaper. The carroons were offensive and
necdlessly provocauve, Had the paper puly-
lished racist caricatures of other peoples or
rcligions, it would also have beou 1omdly
condemned and perhaps boyeotied. But the
cartoonist and cditors would not liawe
feared for their [tves, It is the viclence of the
responsein some parts of the Mustim world
thatrugpests a rejection of the ideas of toler-
ance and freedomn of expression that are at
the heartof modern Westernsocietics.

Why ate all these straing riging now? Ia-
lamic findamentalism was supposed to be
on the wane. Five years ago the best schol-
ars of the phenomenon were writing books
with titles lioe “The Failure of Political Is-
lam!" Obgervers pointed to the cxhaustion
ofthe Iranian revolution, the ehhing of s
port for mdical groups from Algeria to
Egyptto Sandi Arabia, And yetone sess
liticat Yslam on the march acrossthe Middle
Easttoday. Were weall wrong? Has Istamis
fupdamentalism gotten asecond wind?

There are those who argue that the col-
lapse of the Arab-Ismeli peace process, the
war on terror, and the bloodshed in At~
ghanistan and Irag have al] contributed to
e ilea that Islam is under siege—provid-
ing radicals with fresh ammunition. This
is not, however, a wholly convincing case.
For one thing, oppositian o the Iraq wariz
not a radical phenomenon in the Middle
East, but tather an utterly mainstrcam
ane. Almost every povernment oppased it
. Morcover, the rise and fall of Iskamic fun-
_ damentalism was a broad and deep phe-

nomenon, born over decades, It could

hardly reverse itself on the basis of a

year’s news. Does anyone believe that i

there had been no Irag war, Hamas would
. have lost? Or that the Danish cartoons
would have hern published with no vesponse?

The political Isdamist movement has changed over the Jast 15
years. Thrugh much of the 10805 and 1050¢, Jelamic fandomentul-
ists had revolutionary aims. They sought the violent overthrow of
Westery-atlied nigimes 1o have them replaced with islamic stafes.
This desire for Islamic states and not Western-style democracies
vz ot the core of their message, Olften tunsmational in thelr objec-
tives, they spoke in plobal tetms. But it turned out that the appeal of
this ideology was limited. People in Algeria, Egypt, Suudi Awabia

—
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and countless other placces rejected it; in fact, they grudgingly ac-

cepted the dictatorships they lived under ruther than support vickent |

extremisim. In this sense, political Islam did fail,

But overtime, sany of the Istamists vovoguizacd (s reality and
began changing theirprogram. They came to vealize thar shotn of
violent overthrow, revolution and social chaos, their ideas could
actually gain considerable popular support. So they reinvented
themselves, emphasizing not tevolutionsry overthrow bt peace-
fol chango, not tmngnational ideology but natiousl icfunn. They
wers still protesting the dictators, but now they oxganized demon-
strations in favorof demaceacy and honest politica

“There were extremist elements, of conrse, still holding true ta
the cause of the caliphate, and they broke off’ to create sepatate
groupalike Al Qaeda. (Some of this radicalism remains within the
diaspora communities of Kurepe more strongly than in the Mid-
dle East itself)) But it is notable that well before 9/11, Fgypt's
Muslim Brotherhood condemned terrorism directed agzinst the
Mubaiak regime, and it recently distanced Stself 2ven from the
tacties of the Iragj insurgency. Ithas songht instead to build sup-
port for its own aocial and political program in Bgypt. Torits pant,
not only did Hama< decide to participate in the elections—~for the
first tirse—Dbut il cunpaigned almost entirely on 2 platform of
corruption, social services and assertive nationalism. Only Al
and s ilk have condemned any participation in elections,
ex by Iraqi Islamist groups orby
‘This coming 1o terms with democtacy, however, should not be
mistaken for 2 coming t terms with Western values suchas liberal-
jsemn, tolerance and feeedom. The program that most of these groups
cspruse is deeply illiborul, involving the revessal of wennaaly sights,
secontd-class cifizenship !bl' minontics and confrontation with the
‘West and Tsmael. The most dramatic example of these trends is in
southern Iraq, where Shiite mligmus parties mile without any
checks. Reports abound that

(5. 10 | =y i i
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by vigilantes. ‘When entecing the office of Imyg’s prime minister,
Ibrahim Jaafui, one now sees women swaddled in veilsand
alevel of zeal rarely seen elséwhers in the Mughim world.

Some of thise forces have pained s because of a fack of
ather slarnatives. For decades the Middle Eost has been a politia
¢cal desert. In Iraq, the reason that there are no countervailing lib-
eral parties is that Saddam Huasein destroyed them. He could not
completely crush mosque-based groups and, by the end of his
reign, he actnally used them to shore up his own legitimacy. In
much of the Muslim world Islam became the language of political
opposilion hecaise it wustheanly Tanguage that could not be cen-
sored. This patern, of dictarors using relizious grovps to destray
the secular opposition, played i 1tselii out in viriually every Arab

country, and often beyond, It was the method by which Pakistar's
Gen, Zia ul-Hdg maintained hiz own dictatorship in the 1980,
nreating a far stronger fundamentalict moyvement than that ¢oun- 1
try had ever known.

poltc heen the fhilure of secular politi
[arism exists in the Middle Bast. It is emboded by
Saddang Hussein and Muarmmar Kaddzfi and Hosni

Mubaxak ami ‘Yasis Ara{'at. ,_ﬁ@s.hﬂmihauhe%

LAY d 4
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n'r'lhi VEIsIon o m;mmmﬁ [ré YWWESE W D
the night (1 sxn anyrway: Talamic --*»‘-'
p _.-_.... ings. It evokes anthenticity, pride, cultural as-
and&cﬁanm. x‘hesaidcas havebeen powerin) sources

roughout history and remain 5o, especially

inan agc of globalized sconumticsuad American pewet.jnfaﬂzﬁ_

civil scrvants and professors
arc suhjected o religlouyund
political tzsts, women age

vnder stoichures never
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ﬁle puwerlessness, alienatinh and eonfugion dhit the mode
worla brecds, these %Es_ay_
tion.

“Simply, “Isfamisthe
|| 3] Ticvitably we have to ask
vumsedves what 1o do about

these movements that are ris-
ing 1o power. ?ﬁﬁm
surely to und —
Gﬁ%ﬁ'ﬁl fhat they ﬁﬁvg ;ﬁ M__H

“pride and z gearch for authen-
tiity. em-
Selves oot in complex ways. Il:
is cbvious by now that

Nﬁ.:
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If:'ffwd States—and ls.u.rnpt'

rs.q, thc: Unrled Slm&m over-
tumod ofd social slrugiury
and governing patterns with
litdle thought as to what would
replace: them. We believed that
democracy and frecdom would
solve the problems of disarder, .
division and dysfunction.

Or consider Jran, Mony
Amencans con-
virctal thiat the vast majordey of
Traniens hsted their regime and
were trying desperately to aver-
throw it; all we needed to do
ws help them fomenta revolu-
tion. There’s litfle doubt that
the regime is brutal and napop-
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that religious intolerance and
antimodera atiitdes nat he
as cultural vanations
that must he . esperted.
Whether it 33 Hindn fntoler-
ance in Indla, ani-Semigem
in Europe or Muslim higotry
in Sondi Arabia, the modera
world fightly condemns them
all as violating univesal val-
nes. Recent months have only
highli amofin

demueracy nnd promoting

€ Mi

Tl 0
eir place, Bu
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promotmg the forces of PoRL-

“ical, economic and social lib-

Crby—i5 the moG dUHCulL und

more _imy nt tack And

sl 3wt i o wopews o hare - REQENTY EVENTS SHOWY THAT Sresmensmy
i oo PRORITING DIEMBCRACY T et o cn o

patronage  Systems ;
&fﬁﬂi’&;‘ﬁ‘éﬁ?ﬁiﬁﬁ AND PROMOTING LIBZITY S ot
matically Western libesals, Afer  Z33E SRUARATE PROJECTS, iberalism bave been

all, there wnae an slection in Iran rmeéd in the Middle East for
and, despite lowturnoul, the even- decades, They nced help.

tual vore was fiee and seceet. (Back when the winner of {ranfan  Recall thatin Enrmpe for much of the last 100 years, when liber-
elections wad @ liberal, Mohammed Khatami, people ofien cited 2l democrats were not given assistanne, nationalists and coms
the vote a3 proof thatthe fundamentalists were failing.) Five can- _ munists often triumphed rthrongh the democratic processes.
didates took in the most recent race, The pro-Western liberal Above zll, the forces of modertion thrive in an atmoesphers of
&@me in fifth; the consérvative West-bas WURESE success. Two Muslim societies in which there is little extremism
tre Turkey and Malaysia. Both aic vpren politically and thiiving

Y OWN GUESS, AND IT IS JUST A GUESS, IS ¢conomicafly. Compare Pakistan today—growing at 8 Fammt a
dml: m_lumans-n nat a m.qo —with Geutaul Zids corniry, a.m:l you can see why, for

ag i “There are hetter and w‘nrse. mys m handfe mﬂ;cal Islnm W@
We Dz unlyteleoka:]mqtnmmat Shjm:m- shéuld mot feed the fury that helps them win adherents. The Bush
Tigious fignires do havesomt hold on theirpopulations.) Add tothis  administration’s arrogance has been a great boon to the nastiest
aratus of repression and $60-a-barrel oil and you have 2 ups in the MiddJe East, which are seen as the only ones who

] madine-  can stand vp rothe imperial hully. We should recopmnize hose var-

e these OReE i uedmmgro S wre: somenelcrmﬁ'iﬁﬁimm;rsmr—”
cea not lelamic dagmn i:m a.llcwauux m.:!.lhnl er Wi
%w projects and, above all, nabonalism in the form of Wﬁen, for example, Eush added Chechmhrumlmcs to h:shst ai

he nucl the nuclear program. Ahmadinead may be o mystic, but most of __ ofimaes of “radical Isluy” ie inade a mistake. Russia has

his achions are those of a poplist, using the foroes that will workta  homific war against Chechnya for hwn decades, killing more tba.n z;\;(
keep him in power. 'This p % of Iran ‘““gray:n; cnmplex, ismuch 100,000 civilians, To speak of that conflict in the same breath as
less sansﬁvmg than the bhck~and-whaw caricarure, But it mightbe  the London hombings, as Bush did, is to s, that any timea 1

aluaarto}laemﬁa . Muslim kills, whatever the provocation, it’s all thesametao him.

ive Bush his due. He lue curtettly and powerfidly argued that
blind assistance to the 0 East wasa policy

SJ0 ! a2 The
.‘esmtherhood is popular in hgypt, whc&ier BTt Hosm m awa;f t geouinely 3565t in the promotion of polidcal, eco-

Fiaf was producing repression sand instability. But he has notyet |

o]ds real clechions. In fact, (i Liorc_hey are gUpH ed_the pf'ob‘]ﬁn
wreater their appoal, 1L ok : usﬂmﬂ\eUmbcdStam-mdﬁm‘ﬂ’tstingmcmlnmmtsmms

A 1114
may not moderte themselves, hut ihey will s'urely loso soma of genuting well-wishers aud allivs v('the peoples of‘tht:se coun’m& in
at mystical allure they now have. Themartyrs will bocome may-  their aspirations for a hedter life, W have stop Wi

w‘i__ﬁl,___whmp preasive Middle Bastern regimes, but otyetms m
ut to accept these forees is not to celebrate them. It is important ith Middle Eastermn sociefies, ]
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information [(b)(4) of the FOIA]
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(b)(7) Release would disclose information compiled for Iaw enforcement
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denied a place at the table of international respect, diplomacy and reconciliation.

The "flap" over the United Arab Emirates was particularly distasteful to me because having traveled
there, I have seen firsthand the liberalization taking place in the Arabian Gulf. Are there problems
and challenges? Yes, of course, but the United Arab Emirates is unambiguous in their alliance with
the U.S, in the war on terror and desires to trade and invest in the West,

I'm glad the president - and I'm especially pleased that Dubai, Port World - has asked for a 45-day
hiatus to review the conditions and to answer the legitimate questions that have arisen, while
bringing out the facts surrounding our seaport security. I, like most, think we need to do more and
spend more in the protection of our ports, aud particularly to recognize that security begins
overseas. And by the way, Dubai Port World was the first to sign onto our container security
initiative, which seeks to inspect cargo in foreign ports. The United Arab Emirates has assisted in
training security forces in Iraq, and at home it has worked hard to stem terrorist financing and
proliferation of weapons of mass destruction. The United Arab Emirates leaders are as much an al-
Qaida target as Tony Blair and they have troops assisting us in Afghanistan, as The Wall Street
Journal editorialized.

Gen. Tommy Franks said recently, "the Emirates is indispensable to our security in the Middle East
and a valued ally." We use their ports and air bases, and let ;e remind the xenophobes, it's not
patticularly easy to be a friend of the U.S.A. in that region of the world, We need all the friends we
can make.

To turn down this contract would further weaken our relationships with moderate Arab allics and I
believe ultimately, it would weaken our own national security and our chances for peace and
liberalization throughout the Middle East and Africa. We live in a world of increasing liberal flows
of capital and trade and the Dubai Port World contract is a good example of the U.S reflecting our
belief that world trade can help lead to a more peaceful world.

Jack Kemp is Founder and Chairman of Kemp Parmers and a contributing columnist to
Townhall.com.

Coprright © 2006 Capley News Service

Find this story at: http://www.townhall,com/opinion/columns/jackkemp/2006/02/27/1 88048 .html

http://www.townhall.com/print/print_story.php?sid=188048&loc=/opinion/columns/jackke... 2/28/2006
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THE WHITE HOUGSE

Office of the Press Secretary

For Immediate Release February 27,
2006

PRESS BRIEFING
BY
SCOTT McCLELLAN
James S. Brady Briefing Room
1:27 P.M. EST
MR. McCLELLAN: Good afternoon, everyone. Let me begin with a

couple of issues, one, a world leader call, and then, two, a meeting
the President had earlier today.

2/27/2006
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First of all, President Uribe of Colombia called the President
this morning to express his appreciation for the cooperation between
the United States and Colombia in concluding free trade negotiations
this past weekend. The President commended President Uribe for his
leadership. Both leaders expressed that they were pleased with the
outcome. You have a statement that the USTR put out earlier today,
but let me just kind of sum up this agreement.

This comprehensive agreement will enhance economic growth and
prosperity between the United States and Colombia and will generate
export opportunities for our agricultural products, manufacturing and
service providers. Since many products from Colombia already enter
the United States market duty-free, this agreement will help level
the playing field for U.S. manufacturers, farmers and ranchers.

Secondly, our National Security Advisor, Steve Hadley, hosted a
meeting with two widows of individuals who disappeared in Belarus.
One was a pro-democracy businessman; the other was an independent
journalist. Several international investigations have concluded that
their husbands were murdered by authorities in Belarus because of
their political activities, and the United States government shares
that view. Their bodies have not been found.

The President expressed his condolences to the widows over the
loss of their husbands. The President underscored his personal
support for their efforts to seek justice for the disappeared and for
all those who seek to return freedom to Belarus. The meeting took
place 20 days before the presidential election in Belarus. It
highlights our concern about the conduct of the government in Belarus
leading up to the election, harassment of civil society and the
political opposition, and the failure to seriously investigate the
cases of the disappeared. The United States stands with the people
of Belarus in their effort to chart their own future.

And with that, I'll be glad to go to questions. Steve.

Q Is it your understanding that this -- that the election is
Belarus is illegitimate? Or what's your feeling about this?

MR. McCLELLAN: Well, we have a lot of concerns about the
current government in place, and I think we've expressed those
previously. What we want to do is everything we can to help advance
freedom and democracy in Belarus. And that's why we stand with these
widows and we stand with the people of Belarus.

Helen, go ahead.

Q Did the German intelligence give the U.S. Saddam Hussein's
military plans, defense plans, war plans?

2/27/2006
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MR. McCLELLAN: The President was asked about that at a news
conference with Chancellor Merkel, when she was here visiting and he
didn't have any -- he didn't know anything about it, nor did I. I
don't have anything else on it.

Go ahead, David.

Q Scott, let me ask you about this new deal -- or rather, not
the new deal, but the --

MR. McCLELLAN: Compromise.

Q -- investigation, the 45-day. Can you explain a little bit
how that came to pass, what the White House view on this was?
Because the White House said the President did not support any
further review. So how did this come to be? Did the White House
express —-- put any pressure on the company to do this? And do you
think it's enough to sort of quell the storm in Congress here?

MR. McCLELLAN: Well, a couple of things. Let me start by
saying that our interest over the last several days has been in
making sure that Congress has a better understanding of the
transaction and the facts involved. And so the additional time and
investigation at the request of the company, we believe will help
provide Congress with a better understanding. And once they have
that better understanding, we believe they'll be more comfortable
with the transaction moving forward.

There have been a number of conversations going on between the
companies and congressional leaders like Senator Frist, Speaker
Hastert, I think, and others have been involved in discussions with
members of Congress, as well. We've been involved in discussions.
The Treasury Department, as Chair of the Committee on Foreign
Investment, has been involved in those discussions, as well. And we
think that a reasonable middle ground has been reached. And we
support and welcome the decision by the company to file a new
notification with the Committee on Foreign Investment for the reasons
that I just stated.

Q But one follow-up to this. Congressman King has said
repeatedly that what CFIUS failed to do was really an adeguate
national security investigation; that it was really much more of a
pre-9/11 review with respect to a financial transaction, and didn't
really break much new ground beyond examining what was on file with
the intelligence community, with regard to this company and with the
UAE.

So does the President think that in this 45-day review that
anything different should be done than was done through the CFIUS

2/27/2006
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process?

MR. McCLELLAN: Well, since they asked for this 45-day
investigation, there are inherently, within that process, some things
that are done differently.

But let me back up and emphasize a couple of things. First of
all, this is a congressionally-mandated process. Congress put this
process in place when it comes to foreign transactions. And the
Committee on Foreign Investment thoroughly reviewed this transaction
initially. And there was an intelligence assessment that was done
early on. I think they were looking at this for about a three-month
period, is what Deputy Secretary of Treasury Kimmitt indicated to
members of Congress last week in one of the hearings. And there are
safeguards that are put in place, it was closely scrutinized. The
President believes it should be allowed to move forward.

At the same time, we recognize Congress would like additional
time to look at this transaction and have the facts, and that's
important, too. 8So we welcome the middle ground that was reached
here with congressional leaders. And Congressman King, Senator
Frist, Senator Warner, and I know others have expressed their
appreciation for the compromise that was reached here. And they say
they want to wait and see how this review and investigation moves
forward before determining what to do next.

Go ahead, Terry.

Q Scott, India's Prime Minister says that the country's fast
breeder program would not be included in inspections by the IAEA
under this deal that's being worked out. Is that okay with the
United States?

MR. McCLELLAN: Well, I'm not going to try to negotiate from
this podium. That's a nice try, to try to draw me into these
negotiations. Let me just say a couple of things. First of all, our
relationship with India is much broader than the civilian nuclear
program that we are talking about. There has been some progress that
has been made in those negotiations. Whether or not it gets done
during the trip -- before the trip or during the trip, we will have
to see. But we believe it will get done. It's an important
agreement. But these are complex issues that we are dealing with
here, and they have been ongoing for some time, these negotiations.
And we'll see where they lead.

Q Are you trying to lower expectations that it will get done?
MR. McCLELLAN: Well, I think I'm trying to put it in

perspective that we have a very broad relationship with India. 1It's
one that the President has been strongly committed to from day one.
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And we have worked to strengthen that relationship. India is a
strategic partner, and we work together on a number of issues across
the board, whether it's the war on terrorism or expanding economic
opportunity and prosperity, or other issues. We have a strong
relationship. And the President has talked about that in some of the
interviews.

Q Let's move back a couple controversies to the NSA matter.
A group of Democratic congressmen have called on the President to
order a special prosecutor to investigate. What's your response?

MR. McCLELLAN: Sure, a couple of things. First of all, the
President talked about the importance of the terrorist surveillance
program earlier with the governors. The President's number one
priority is to protect the American people, and this terrorist
surveilllance program is a critical tool in our efforts to prevent
attacks. And the President has spoken about how it is a hot pursuit
effort aimed at detection and prevention of attacks before they
occur. And it's one tool that we are using. This is a comprehensive
war on terrorism that we're engaged in and this tool helps us to
connect the dots and save lives. And that's why it's so important.

It was carefully tailored. It is focused solely on
international communications that involve a known al Qaeda or
suspected al Qaeda terrorist or affiliated al Qaeda terrorist. And
it went through a careful review process. There were a lot of legal
officials that were involved in this at the National Security Agency,
at the White House, at the Department of Justice.

And I think that where these Democrats who are calling for this
ought to spend their time is on what was the source of the
unauthorized disclosure of this wvital and critical program in the war
on terrorism, because what it has done is signal to the enemy some of
what we're doing to try to save lives. And I really don't think
there's any basis for a special counsel, and I think the Attorney
General has spoken about that, as well. But the fact that this.
information was disclosed about the existence of this program has
given the enemy some of our play book, and that is wvery dangerous in
the war on terrorism.

Q Scott, what are your comments to the unexpected support
from Julian Bond in reference to the President's port deal issue?

MR. McCLELLAN: I actually haven't seen his specific comments.
I think someone had reported that to me earlier. But I think that
we've spelled out the reasons why we believe this transaction should
move forward.

Now, with that said, we have also been supportive of the
discussions going on with Congress. We've been involved in those
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discussions and so we welcome the middle ground that was reached
to help Congress have a better understanding of the facts involved in
this transaction. And as I said, we believe they're going to be more
comfortable with the transaction moving forward once they have a
better understanding of those facts.

Now, keep in mind what the President said. The President
believes very strongly that we shouldn't be holding a company from an
Arab country to a different standard than a company from Great
Britain. So it's a principle that is involved here.

It's also something that we have to look at in the broader
context of our foreign policy and the war on terrorism that we're
engaged in. The United Arab Emirates is a strong and good partner in
the war on terrorism. General Pace spoke about the military-to-
military cooperation that goes on with the United Arab Emirates. It
is superb, he said. He said that the United Arab Emirates has proven
to be a very, very solid partner in the war on terrorism.

It is a country where our aircraft carriers use their seaports.
It is a country that has given us access to their air space and their
airfields for our Air Force. And so it is a critical partner in the
war on terrorism. And remember this is a global threat that we are
engaged in, and it requires a global response. We need to be
building strong partnerships in order to prevail in the war on
terrorism. And so you have to look at this in the broader context of
our foreign policy, as well, and the impact it could have when we say
to allies that you're going to be held to a different standard than
others.

Q But, Scott, again, as I asked you last week, the broader
context some are saying is racism or bigotry. And now we have Julian
Bond supporting the President's efforts with the ports. Are you
willing now to say there could be hints of bigotry, racism or
discrimination in this?

MR. McCLELLAN: No, I think you have to ask the individuals why
they might be reluctant to support this transaction moving forward.
I'm not going to try to speak for others.

Go ahead, David.

Q Scott, two questions, one on the ports and one on India.
On the ports, under the 45-day review that you're now going to start,
the way the law is written, it's up to the President to be the final
arbiter of this, the committee then reports to him. Since the
President has already expressed his views on this deal -- and you've
just reiterated those today —-- can he be a neutral judge on this
issue? Should he recuse himself from this, since he's already
expressed his opinion, much the way a judge might --
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MR. McCLELLAN: This is a congressionally mandated process; they
put this law in place. And the company voluntarily asked for a 45-
day investigation, so this is at the request of the company. And it
will go to the committee --

Q You see my point, you're in the odd position of the
President has already declared his view on something he's supposed to
judge at the end of the investigative process.

MR. McCLELLAN: Well, but it's going to go through the Committee
on Foreign Investment -- because this is a new transaction that they
are notifying the committee about. And the committee will review it,
and at the request of the company, go through the investigation.

That will involve additional people. And then, as you point out, I
expect it ultimately would go to the President, as called for under
the law. This is the way -- the law has been in place for some time.

Q So he's got to keep an open mind that maybe the committee
will find something different than --

MR. McCLELLAN: Well, he stated his views. The views that he
has previously stated remain the same. But we will see, as it goes
through the Committee on Foreign Investment, where this goes.

Q And on India, the President, in his speech February, I
guess, '04, on nuclear proliferation said that he wanted no country
that is currently not producing enriched uranium or reprocessed
plutonium to move forward with that. Instead, he wants to be
supplying them from international suppliers. In the President's
view, is India a country that should be banned from producing new
nuclear fuel under that rule? Or are they considered to be
grandfathered in as an existing producer?

MR. McCLELLAN: Well, I think we need to let the discussions
continue. I don't think anything has changed in terms of what we
said previously, in terms of the joint statement that was issued
after President Singh came here and visited. That remains the same.
The President believes this is a practical way to address a couple of
issues.

One is the issue of energy and the need for that energy. And so
expanding our nuclear cooperation on civilian programs with India is
important to addressing that important need. But it will also help
bring India into a better situation when it comes to any concerns
about proliferation issues. And I don't know that I can add anything
to what we've already said at this point.

0 I think you're making the question more complex than it
is. The question is what category, in the President's mind, does
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India fit into: an existing producer, one that he would like to
block or --

MR. McCLELLAN: I think it fits into the category we've
previously expressed. I'll see if there's anything additional to add
to it.

Go ahead, Goyal.

Q Scott, as we get ready to -- a special and historical trip
to India and Pakistan tomorrow, as far as Pakistan trip is concerned,
it will be more on Kashmir, as far as Pakistan's ambassador, that I
have spoken to him, and also General Musharraf has said, and last
time the U.N. -- what he said really, Kashmir is the main focal point
between India and Pakistan. My question is that in the past,
President and Dr. Rice, they have been saying that this issue has to
be decided between India and Pakistan only, and U.S. is not the
party, unless it is asked by the two countries. But now President,
other day he clarified after the Asia Society speech, that it is now
India, Pakistan and the people of Kashmir --

MR. McCLELLAN: That's been our view.

0 Isn't it policy change now, a U.S. policy change?

MR. McCLELLAN: No, that's been our view, and -- that the
dialogue ought to be occurring between India and Pakistan. There's
been some improvement in that dialogue, and we want a solution that
represents the interests of all sides, is what the President
emphasized in his interviews the other day.

0 How is it -- beyond this issue in India and Pakistan?

MR. McCLELLAN: I'm sorry?

Q How President's role will be in India and Pakistan?

MR. McCLELLAN: I think it's the way he expressed it last week,
both in the speech, and then later in interviews.

Go ahead, Carl.

0 Back to NSA for just a minute. What is the
administration's view of Senator Specter's remark that would bring
the NSA surveillance program under the auspices of FISA and the
court, and reguire the FISA court to essentially take part in a 45-
day review of the ongoing program?

MR. McCLELLAN: Well, a couple of things. One, as I said, the
terrorist surveillance program is a critical tool in our efforts to
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win the war on terrorism and prevent attacks from happening here
in America. It was carefully tailored to focus on detention and
prevention. FISA was created for longer-term monitoring. It was
created for a different purpose.

Now, in terms of the nature of this program, it is limited to
international communications involving al Qaeda or al Qaeda
affiliated terrorists. The President has both the constitutional and
statutory authority to carry out this important program that helps
save lives. We have committed to working with Congress on
legislation that would codify that authority into law. We are
committed to working on the legislation that meets that shared
objective of some leaders in Congress, and we've said that we're open
to ideas from members of Congress, but what we will resist is any
attempt that would compromise this vital program or undermine the
President's authority.

I don't want to get into to trying to rule things in, or ruling
things out, other than reiterating what we had previously said, and I
think that gives you a sense of where we are.

0 And a second guestion, also on legislation on the Hill.
What if Senator Schumer gets the Republican leadership to go along
with the measure that would essentially say that Congress has to
approve this port deal?

MR. McCLELLAN: Well, I think that you've heard from a number of
congressional leaders already. Senator Frist has said that he will
ask the Senate to hold off on legislation relating to this
transaction until this review and investigation is complete. I think
they —— I think there are a number of leaders that recognize that
this was a reasonable middle ground that has been reached. And we
want to make sure that that review and investigation has the
opportunity to proceed forward.

Q Does the administration think congressional oversight is
unnecessary this type of a transactional review?

MR. McCLELLAN: Well, are you talking about future ideas --

0 Future ideas.

MR. McCLELLAN: -- for looking at the Committee on Foreign
Investment? We'll continue to talk with Congress in the future and
look at these issues. Congress is the one who created this process
and mandated it into law.

Go ahead.

Q Thank you. Scott, Venezuela is again threatening to cut
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off oil shipments to the United States. The Venezuelan
Petroleum Minister accuses the U.S. of meddling in Venezuela's
internal affairs. And he also threatens to close Venezuelan oil

refineries in this country. What would that loss —- about 10 percent
of our total oil imports -- do to the President's energy program?
MR. McCLELLAN: I'm not sure -- I appreciate the opportunity to

try to engage on this, but I'm not going to try to speculate about
comments that were made by the official you quoted. We've made very
clear what our view is when it comes to the hemisphere, and we're
looking at this hemisphere in terms of the broader strategic vision.
And there are many nations that share our view that the hemisphere
should continue to move in the direction of democracy and freedom and
rule of law. And those are the nations that we'll continue to work
with as we move forward.

Go ahead, Jim.

Q Scott, the President is heading off on his trip with some
record low approval ratings. And I'm wondering, given the events of
the last couple of weeks -- the ports deal, and the outbreak of
violence in Iraq, and the handling of the Vice President's shooting -
- 1s there any thought to changing the way the administration is
doing business?

MR. McCLELLAN: Well, if you're talking about with Congress, we
will continue to work closely with Congress on our shared
priorities. I think if you look at the record, we have been able to
move forward and achieve a lot of important things for the American
people. And we will continue to do that.

That's where our focus is. Our focus is on the important
priorities of the American people, and I think that's where Congress'
focus is, as well. This week Congress is looking at moving forward
on renewing the Patriot Act. That is another wvital tool in the
global war on terrorism. The President just came from a discussion
with our nation's governors -- Republicans and Democrats alike -- and
he talked about the importance of working together on our shared
goals. These goals are not Republican or Democratic goals. These
are goals that we can all support and work together on.

And that's what the President is going to continue to do. We'll
let others get into all the political analysis of those things.

Q Do you have any idea why the dip?
MR. McCLELLAN: I'm sorry?

Q Do you have any idea why the dip?
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MR. McCLELLAN: We don't get caught up in the weekly snapshots
in time that you're referring to. We are focused on getting things
done for the American people, and we have a record of results. We're
focused on moving forward and winning the war on terrorism. We're
focused on doing everything we can within our authority to prevent
attacks from happening and saving lives. We're focused on keeping
the economy growing, and we're going to continue to talk about what
the facts are, because i1f you look at the facts, this is a President
that has achieved meaningful results for the American people: an
economy that is humming along, having created nearly 4.8 million jobs
since the summer of 2003; and an unemployment rate that is at 4.9
percent, below the averages of the '70s, '80s, and '90s.

And we're going to continue focusing on ways we can work
together as Republicans and Democrats in Congress to achieve
important priorities that build upon that economic security. The
President has called for an Advanced Energy Initiative to help reduce
our dependence on foreign sources of energy and build upon the
comprehensive plan we passed last summer. So look at the record and
look at the results, and look at the facts.

Go ahead.
Q Scott, is there any update from the White House on Jill
Carroll?

MR. McCLELLAN: No, I don't have any additional update to
provide you. Obviously, as I have said before, any time you have an
American hostage, he or she is a priority for this administration.

So all Americans who are held hostage at this time are a priority for
this administration, including Ms. Carroll. And their safe return is
something that we remain focused on and it remains a top priority.
And that's what we are working to do for all hostages.

Q Back to DPW. Prior to finding this, what you call "middle
ground" --

MR. McCLELLAN: Didn't you already have a question? (Laughter.)
Q Yes, I did.

MR. McCLELLAN: You're jumping in on some of the others. Let me
come back to you.

0 Go ahead.

MR. McCLELLAN: No, that's okay. I forgot. Nice try.
(Laughter.) Go ahead, Connie.

Q Two questions, one on port and one on Iran. First of all,
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a variation of one the spokesman gave before. Do American firms
have first chance to bid on these port contracts, or are they likely
to in the future?

MR. McCLELLAN: This is a private transaction. And you had this
"company, Dubai Ports World, enter into a transaction with the British
P&0O company that currently manages these terminals at the ports.
This has nothing to do with control of the ports, because that's
under the port authorities or others, or the security of the ports.
It doesn't change security one iota. The Customs and border
protection, as well as the Coast Guard continue to be in charge of
security, whether this transaction moves forward, or not. One thing
we will never do is outsource control of our ports, or security at
our ports, to any entity. That will remain under the charge of our
Customs and border protection and the Coast Guard.

Q But do you think American firms should have the first
chance to bid?

MR. McCLELLAN: Well, there are already some foreign companies
that manage terminals in different parts of the United States, and
Dubai Ports World is a company that manages terminals all across the
world, in several countries. I read out some of what those countries
are. But certainly American companies are welcome to enter into
these transactions, and there are terminals that —-- the Port of
Baltimore, I think, is an example -- at least one of those terminals
is managed by an American company. But some of the other terminals
are managed by foreign companies. Yet, the Port of Baltimore remains

in control -- the Port Authority of Baltimore remains in control of
that port.
) And on Iran and the IAEA, a new report says Iran is still

not fully cooperating. ElBaradei called this regrettable and a
matter of concern. What next? Will U.N. sanction --

MR. McCLELLAN: Well, we haven't seen the report. I know that
the International Atomic Energy Agency was scheduled to be meeting
next week, and they will be receiving a report from Director General
ElBaradei. And so we look forward to seeing what the International
Atomic Energy Agency says.

But the international community remains concerned about the
regime's behavior, and about their intentions when it comes to their
nuclear program. That's why the matter has been reported to the
United Nations Security Council. We've said that during this time
the regime in Iran has an opportunity to change their ways and change
their behavior when it comes to the nuclear program.

The International Atomic Energy Agency board spelled out what
the regime needs to do, that the regime needs to abide by the Paris
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Agreement, suspend all enrichment and enrichment-related
activities, they need to cooperate fully with the International
Atomic Energy Agency, and they need to negotiate in good faith with
the Europeans. And that's what it spells out in that resolution that
was passed at the last -- the special emergency meeting of the
International Atomic Energy Agency.

Q Just jumping back and forth once again. Senator Clinton
and Representative Menendez are planning legislation that would
essentially prohibit any foreign-owned company from taking over port
operations in the United States. What message does that send, and
what do you think of the ~--

MR. McCLELLAN: Carl, you can ask them about what they're
proposing. Where our focus is, is on making sure that Congress has a
greater understanding of the transaction and the facts. This was a
transaction that was closely scrutinized by national security experts
who are involved in these decisions and by our intelligence
community. The intelligence community provided an assessment.

The Department of Homeland Security also worked to make sure any
national security concerns were addressed, by entering into an
agreement with the company and requiring some additional security
assurances before it moved forward. But this was a consensus of all
the relevant departments and agencies -- there are some 12 altogether
-—- that are part of that Committee on Foreign Investment.

Now in this process, for this transaction, the committee also
reached out to the Department of Transportation and Department of
Energy to get their expertise and their views on national security
issues, as well. 1In spite of that, though, we recognized that
members of Congress would like more information, and that's why this
additional time and the investigation at the request of the company
will be helpful.

0 In that regard --

Q -- beyond that, to other foreign countries, in general.

MR. McCLELLAN: Go ahead, which one.

Q This legislation proposed by Ms. Clinton and Mr. Menendez
would ban foreign-owned countries [sic] from taking part in ports,
period. That's happening all over --

MR. McCLELLAN: Well, I think the President has expressed his
view on this transaction. And as you well know, there are ports

around the United States that are managed -- terminals that are
managed by foreign companies.
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Q Well, the President's view -—-

0] I asked you if you had a reaction to the specific
legislation on the Hill, insofar as the President has said that it's
important to watch the message that's sent from here.

MR. McCLELLAN: That's right.

Q You're not concerned about legislation that's going to be
moving ahead and --

MR. McCLELLAN: Well, I told you where our focus is. There are
others that are discussing other issues relating to this. And going
forward from this transaction, we'll continue to work with Congress,
but I think the President has made his views very clear and they
remain unchanged.

0 Well, in that regard --

MR. McCLELLAN: We're trying to work with Congress to make sure
they have a clear understanding of the transaction. And that's where
our focus will remain.

Q Well, in that regard, before finding what you call the
"middle ground," there was a veto threat out there and threats of
legislation the administration and the President obviously found
objectionable. Now you have a 45-day hiatus in effect. What occurs
at the end of the 45 days if congressional anxieties are not
resolved?

MR. McCLELLAN: Well, we believe they will. We believe that
Congress will be more comfortable and will not object to this
transaction moving forward once this review and investigation have
come to a conclusion. I think that's what we've expressed
previously. What this does is have more -- give more time for
Congress to get additional information about the transaction and to
hear from the company, as well.

Now, in terms of the Committee on Foreign Investment, the way
the law was structured by Congress, the committee is limited in terms
of what information it can provide publicly because of proprietary
concerns and other issues. But the company has been providing
additional information publicly and to members of Congress because
they are confident in the issues relating to this transaction. And I
would expect that they'll continue to be helpful in making sure
Congress has the information they need.

Q But is that veto threat still operative?

MR. McCLELLAN: The President's position remains the same, Bob.
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But we're -- again, we're focused on what we're for. And what
we're for is the compromise that was reached between the company and
congressional leaders and letting that process work, and letting
Congress come to a greater understanding about the transaction.

Go ahead, Les.

Q Since I've got to be away for about two weeks, I just
wondered on this one occasion I could ask three, like so often in the
front row?

MR. McCLELLAN: Let's go quickly.
Q Yes.
MR. McCLELLAN: People have to go home and pack.

Q I understand. The state legislature of South Dakota has
just passed a new law which allows abortion in case of threat to the
mother's life, but denies it to all ages in cases of rape and
incest. My first question: Does the President believe that rape and
incest victims should be denied the right to an abortion?

MR. McCLELLAN: The President believes we ought to be working to
build a culture of life in America. And we have taken practical,
common-sense steps to help reduce the number of abortions in
America. It is a strong record that is based on building a culture
of life, and the President has made very clear that he is pro-life
with three exceptions.

Q All right. The New York Times this morning has a
photograph of you above a five-column headline, "Another White House
Briefing, Another Day of Mutual Mistrust," while on the bulletin
board behind us, posted by one of those on the front row, is the
cover of National Review Magazine with the headline, "The Gang That
Won't Shoot Straight and the Madness of the White House Press
Corps." And my question: As the Bush administration's person who
most frequently deals with the White House press corps, will you be
fair enough to admit that some in this press corps were not involved
in such madness? (Laughter.)

MR. McCLELLAN: Les, I have a lot of respect for the people in
this room and the job that they do. You all in this room work very
hard to report important information to the American people, and do
so in a fair way. And I appreciate it when you do.

Q All right, wait a minute, wait a minute.

0 We're all in it together. (Laughter.)

2/27/2006



Message . ~ Page 17 of 20

0 The Washington Times this morning noted --

MR. McCLELLAN: We've been talking about how we can work
together, remember -- (laughter.)

Q The Washington Times notes this morning that as recently as
last year, Hamas couriers were dispatched to the West Bank or Gaza
with United Arab Emirate cash, while the Department of State's
country reports and human rights practices reports that the UAE does
not allow any elections and restricts freedom of speech and the
press. And my question: Why should any control of our ports be
given to a company owned by such a dictatorship that refuses to
recognize Israel?

MR. McCLELLAN: Les, a couple of things. One, I think you
missed what I said about the broader foreign policy implications if
we are going to hold a company from an Arab country that is a good
and solid ally in the war on terrorism to a different standard from a
company from Great Britain. And the President has talked about
that. It can have a real negative impact on our relationships. And
partnerships and relationships are key to winning the war on
terrorism because this is a global threat that we face.

Now, in terms of United Arab Emirates, let me point out, again,
what General Pace and what General Franks said, too, in terms of the
cooperation that the United Arab Emirates is providing when it comes
to our military. Again, our aircraft carriers use the seaports in
the United Arab Emirates, I think more than any other seaports
outside of the United States. So I think you need to keep that in
mind. Our airplanes use their air space, our Air Force planes and
jets. This was a country that -- back in 2000, or the late 1990s or
2000, where we provided a number of fighter jets to that company
[sic] =- the previous administration did. It is a country that has
been a good partner in cracking down on terrorist financing.

The world changed after 9/11, and people made choices.
Countries like the United Arab Emirates made a decision to be a good
partner in the war on terrorism. And they are working with us,
providing us important intelligence to prevent attacks and save
lives. They're working with us to crack down on terrorist financing.

Pakistan is another country that made an important choice and is
working in partnership with us in the global war on terrorism.

Q Thank you for the three, I appreciate it.
0 Scott, a follow-up on Dave Sanger's question earlier on the
ports. How can the new second study or investigation be considered

objective when the President has already reached a conclusion and
Cabinet Secretaries have already said that it poses no risk? How do
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you -—-

MR. McCLELLAN: Well, again, we went through a very thorough
review when the initial notification was made. This is a new
notification being made by the company. And because of the request
by the company to do a 45-day investigation, I expect that that will
bring in additional people into this process.

Now, remember, previously no one raised an objection at the end
of that process. ©No one said -- no one had any national security
concerns that weren't unresolved by the end of that review process,
and that's why it went forward. It's a consensus judgment of all
those different departments and agencies that have expertise in
national security matters in various areas. And so that's the way
the congressional process was set up.

But this will likely bring in deputies and principals that maybe
had not been involved in that initial review period. And then, as I
said, ultimately, it will go to the President and we'll be looking
very closely at what the review and the investigation says.

Q But getting back to what David said --

MR. McCLELLAN: Well, you asked me to speculate about a review
and investigation that has not been done with the new notification.

Q No, we're asking if there is a conflict of interest because
the judge has already --

Q The judge has already judged it.
MR. McCLELLAN: No, I would reject that wholeheartedly.

0 Scott, let me ask one additional thing. What will Congress
know at the end of this 45 days that it does not now know?

MR. McCLELLAN: Well, I expect that the there will be more
information that Congress will have at the end of this review and
investigation. I can't try to prejudge the new review and new
investigation that will take place, and I'm not going to do that.
Some of you, I know, in this room want me to do that. I'm just not
going to do that. It will -- these are people whose responsibilities
are looking at these national security issues, and it involves
experts in these areas for addressing national security concerns,
just like it did the first time.

Q Scott, are you saying if this port deal goes south we are
going to lose the United Arab Emirates as an ally in the war against
terrorism? And if so, so what? We've got aircraft carriers in other
nations, Saudi Arabia -- is it that important to us?
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MR. McCLELLAN: Well, I don't know why you could say "so what."
I mean, partnerships are critical in the war on terrorism, and
certainly partnerships from Middle Eastern countries like the United
Arab Emirates are important in the broader war on terrorism and
meeting our important foreign policy objectives.

Q Is it directly tied to this port deal? If this deal goes
south —--

MR. McCLELLAN: No, no. I'm just pointing out that you also
have to look at it in the broader foreign policy context. The
President believes it's the right principle and the right policy, and
that's what he's expressed previously. But we also understand that
Congress would like more information about this and like to have a
better understanding. And that's why we supported the agreement that
was reached, or the compromise that was reached here with
congressional leaders. And we were very involved in those
discussions.

Now, let's keep in mind, this is not about port security. The
Coast Guard and the Customs and border protection will continue to be
in charge of port security. That does not change. They will

continue to do their job when it comes to -- and port security is
international in nature. I mean, we are checking containers
overseas. We are looking at what's in -- we are getting lists before

the ships come into harbor and unload. And as this company pointed
out, the management and personnel structure won't be changing while
it is going through this review and investigation period. So let's
look at the broader issues here. I mean, some have tried to leave an
impression that this would impact our port security. It won't change
port security one iota, whether or not this transaction goes forward.

Q On Taiwan, despite the United States warning, Taiwan
authority on Monday officially scrapped the National Unification
Council. I wonder if the President has been briefed --

MR. McCLELLAN: I'm sorry, Taiwan what?

Q Taiwan authority has officially scrapped the National
Unification Council, which is a signal to (inaudible) unite with
mainland China. I wonder whether you conceded this move by Chen
Shui-bian to be a violation of his previous promise to the United
States.

MR. McCLELLAN: Well, let me emphasize a couple things. One,
our policy is clear and consistent when it comes to cross-strait
relations. Our one China policy remains, based on the three
communiqués, the Taiwan Relations Act, and our belief that there
should be no unilateral change in the status quo by either side. We
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welcome President Chen's reaffirmation of his administration's
commitment to cross-strait peace and stability, and Taiwan's
commitment to the pledges that President Chen made in his inaugural
address to unilaterally alter -- to not unilaterally alter the status
quo on the Taiwan Strait.

The United States continues to also stress the need for Beijing
to open a meaningful dialogue with the duly elected leadership in
Taiwan that leads to a peaceful resolution of their differences.

Q Earlier we heard that President was upset about Chen Shui-
bian's plan to try to unilaterally change the status quo.

MR. McCLELLAN: That's why I talked about the reaffirmation that
he has made. It did not abolish the National Unification Council.
Today he reaffirmed commitments made during the 2000 and 2004
inaugural addresses. And the United States attaches great importance
to those commitments.

Q My question is that Taiwan leader Chen Shui-bian has been
trying to push the envelope and trying to change the status quo as
defined by the United States government over past few years. So
causing a lot -- by doing so, causing a lot of concerns and attention
in Taipei, in Beijing, and in Washington, D.C. So my question is,
should the U.S. national security and the foreign policy and also the
important U.S.-China relations should be dictated and challenged by
Chen Shui-bian's inconsistency and by his personal, selfish political
agenda?

MR. McCLELLAN: Again, I don't think it changes what I just
said. We do not believe that there should be any unilateral change
in the status quo by either side. And our policy remains the same.
It has not changed.

Q Thank you.

MR. McCLELLAN: Thank you.

END 2:09
P.M. EST
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The Honorable Richard Cheney
Vice President of the United States _
Old Executive Office Building i
Washington, D.C. 20501 '

. 3 APL 6 & 260s K

Dear Vice President Cheney,

With my termh as Canadian Ambassador coming to an en onMa“fCh‘t“*I‘Jvanted to
express my heartfelt thanks for the opportunity to get to know you over the past year and to
discuss matters of mutual interest. The Canada-US relationship is unique and an exemplary
‘model for civilized relations between sovereign nations at a time of unprecedented instability in

the world. People of enormous good will, like you, are responsible for this positive state of
affairs.

I will remain an enthusiastic champion of 3 your efforts as I enter the next phasc of my Ilfe
A relationship of this importance cannot be left to chance.

* If I can ever be of assistance I can be contacted at the following co-ordinates:

The Honourable Frank McKenna _

©)6)

Assistant: Ruth McCrea — (506) 877 0843
ruth.mcerea@mcinnescooper.com

With sincere best wishes and warmest personal regards,

Frank McKenna
Ambassador
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Dear Vice President Cheney,

With my terrii as Canadian Ambassador coming to an end on onMﬁr?h*T“‘"I-vLanted to
express my heartfelt thanks for the opportunity to get to know you over the past year and to
discuss matters of mutual interest. The Canada-US relationship is unique and an exemplary
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A relationship of this importance cannot be left to chance.

If I can ever be of assistance I can be contacted at the following co-ordinates:

The Honourable Frank McKenna
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Assistant: Ruth McCrea — (506) 877 0843
ruth.mc creg @mci nnes cooper.com

With sincere best wishes and warmest personal regards,

Frank McKenna
Ambassador
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Intrigued by Mr. Rahmatullah, Dean Shaw arranged for his admission into a nondegree program for special
students. He apparently has done well, so far pulling down a 3.33 grade-point average.

—_——

There is something to be said for the instinct to reach out to one's former enemies. America's postwar
reconciliation with the Japanese and Germans has paid great dividends. But there are limits.

During a trip to Germany I once ran into a relative of Hans Fritsche, the top deputy to Josef Goebbels, whom the
Guardian, a British newspaper, once described as "the Nazi Propaganda Minister's leading radio spokesman
[whose] commentaries were among the main items of German home and foreign broadcasting.” After the war he
was tried as a war criminal at Nuremberg, but because he had only given hate-filled speeches, he was acquitted
of all charges in 1946. In the early 1950s, he applied for a visa to visit the U.S. and explain his regret at having
served an evil regime. He was turned down, to the everlasting regret of the relative with whom I spoke. She
noted that Albert Speer, Hitler's former architect, was also turned down for a U.S. visa even after he had
completed a 20-year prison sentence and had written a best-selling book detailing Hitler's madness.

I don't believe Mr. Rahmatullah had direct knowledge of the 9/11 plot, and I don't think he has ever killed
anyone. I can appreciate that he is trying to rebuild his life. But he willingly and cheerfully served an evil regime
in a manner that would have made Goebbels proud. That he was 22 at the time is little of an excuse. There are
many poor, bright students--American and foreign alike--who would jump at the opportunity to attend Yale. Why
should Mr. Rahmatullah go to the line ahead of all of them? That's a question Yale alumni should ask when their
alma mater comes looking for contributions.

President Bush, who already has a well-known disdain for Yale elitism from his student days there, may also have
some questions. In the wake of his being blindsided by his own administration over the Dubai port deal, he
should be interested in finding out exactly who at the State Department approved Mr. Rahmatullah's application
for a student visa.

Copyright © 2006 Dow Jones & Company, Inc. All Rights Reserved.
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national economy. Half say it is in good shape today; last month
57% described it that way.

THE NATIONAL ECONOMY IS..

Now 1/2006
Good 50% 57%
Bad 48 42

Just 27% of Americans approve of how President Bush is handling
the overall energy situation. 60% disapprove. Those evaluations
are lower than those recorded near the start of his
Administration. And on the assessment of his handling of the
response to Hurricane Katrina, only 32% approve.

THE PORTS DEAL

Just 21% say that the U.S. should let a United Arab Emirates
country operate six Bmerican ports - 70% say this should not be
allowed.

SHOULD U.A.E. COMPANY OPERATE U.S. PORTS?
Yes 21%
No 70

The opposition to the ports deal crosses party lines - 58% of
Republicans oppose it, as do more than seven in ten Democrats and
Independents. The question text included Bush administration
positions - that the U.S. would continue to control security at
the ports, that a foreign company from Britain now runs the
ports, and that the U.A.E. is an ally of the U.S.

THE IRAQ WAR

Americans’ perceptions of the U.S. effort in Iraq are at an all-
time low. By two to one, Bmericans think U.S. efforts to bring
stability an order to Iraqg are going badly - the worst assessment
they have made of progress in Iraq.

Now, just 36% say things are going well for the U.S. in Iraq.
The only other times fewer than 40% were positive were in spring
2004, right after the photographs of abuse of prisoners at Abu
Ghraib prison were published. In January, after the Iragi
election, 45% of American said things were going well.

HOW ARE THINGS GOING IN IRAQ?

Now 1/2006 5/2004 5/2003
Well 36% 45% 37% 72%
Badly 62 54 60 24

Republicans are still positive about what’s happening in Iraqg.
Two-thirds of Republicans say the rebuilding effort is going well
there. But that, too, has slipped a bit since January, when
three-quarters thought so.






FOREIGN POLICY CONCERNS

When Americans are asked about the most important problems facing
the country today, four in ten mention a foreign concern - the
war, terrorism, defense, or another international issue. And in
the last few weeks, international issues in the news included
more than the ports controversy and the war in Iraqg.

Most Americans believe that the nuclear threat from Iran can
still be contained with diplomacy. One in five Americans now
thinks the threat from Iran requires military action now.

THREAT FROM IRAN...

Requires military action now 20%
Can be contained with diplomacy 55
Not a threat at this time 19

But BAmericans are divided about U.S. intervention, generally, in
countries that are unfriendly to the U.S. They divide evenly on
whether the U.S. government should work secretly inside
unfriendly countries to try and overthrow those governments. In
the year after 9/11, 70% thought the C.I.A. should be taking such
actions.

SHOULD U.S. SECRETLY TRY TO OVERTHROW
UNFRIENDLY GOVERNMENTS?
Yes 44%
No 44

Bmericans reject violent Muslim reaction to the publication of
cartoons depicting the Prophet Muhammad in a Danish newspaper -
which included protests around the world. Only 9% say that is
justified. However, Americans are divided on whether or not the
Danish newspaper should have published those cartoons in the
first place. On both questions, more than a third said they
didn’t know enough to judge.

DANISH CARRTOON CONTROVERSY

Justified Not justified Don’t Know
Publishing cartoons 32% 27 41
Violent Muslim reaction 9% 56 35

Favorable assessments of Islam, the religion, are slightly lower
now than they were in the months after the attacks of September
11, 2001. The public is also less certain than it was then that
Islam is no more violent a religion than others are.

OPINION OF ISLAM
Now 2/2002
Favorable 23% 30%
Not Favorable 36 33
















































January, far more than the population of the U.S. [n 2005, China added nearly 59 million new wireless
subscriptions, more than the entire population of Italy, The world's telecommunications-equipment
vendoars, including Telefon AB L.M. Ericsson, Nokia Corp., Motorola Inc., Nortel Networks Corp., Siemens
AG, Alcatel SA and Lucent Technologies Inc., are jostling for position ahead of the move to 3G, which
executives say is likely to cause significant changes in the competitive landscape in China. Chinese
companies Huawei Technologies Co. and ZTE Corp. also are expected to be aggressive competitors.”

Policy

Drug Benefit in Play: Which Party Wins (WSJ) “[D]ozens of Democrats across the country [are] using
this week's congressional recess to pounce on the Medicare drug benefit, which began Jan. 1. Democratic
lawmakers planned more than 100 Medicare forums in an effort to turn what was once viewed as a major
Republican health-care victory into a political liability. Also, in several close congressional races,
Democrats are making the drug benefit a central issue as they challenge Republican incumbents who
voted for it. The Democratic strategy is to tie troubles with the drug benefit to broader campaign themes:
that the Republicans are too cozy with big industries and that the Bush administration stumbles when
responding to crises. To that end, Democrats are noting that private health insurers -- not the government -
design and administer the drug plans, and that drug makers are protected from negotiating prices directly
with Medicare. ... Democrats also blame the drug benefit glitches on inadequate preparation by the
administration. ... While Democrats say enrollment has been anemic, Republicans counter that it is rising
steadily. More than five million have signed up on their own, the government says, and an additional 20
million also are benefiting, including low-income people automatically enrolled by the government and
people whose employers are getting federal subsidies. ... Democrats want fo allow the government to
negotiate with drug companies for lower prices, legalize importation of medications from abroad and
remove the financial penalty for seniors who don't enroll by the May 15 deadline. Unless the enroliment
penalties are lifted, they point out, late enrollees will pay premiums that are 1% higher for each month they
delayed. ... But prospects for changes this year are slim. Extending the enrollment period has some
traction, at least in the Senate. ... House Republicans are circulating quotes from newspaper articles
written after Medicare's inception in 1966, showing similar problems. One story from a Florida paper
reported ‘missing forms, bewildered patients, lost Medicare cards..." -- a sign, Republicans say, that people
should give the new drug program the benefit of the doubt.”
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of Representatives, which they won in 1994.
Yesterday, Vice President Dick Cheney acknowledged the risk to the House Republican majority.

"I really think we're going to do reasonably well. And I think we'll hold the Senate, and I also
think we got a good shot at holding the House," Mr. Cheney said on Rush Limbaugh's top-rated
national radio program.

"I think the key will be who goes to the polls on Election Day. And certainly, it's always tough when
you're in the midterm of your second presidential term in office."

But Mr. Rove said Republican candidates still hold a huge cash edge over Democrats, which will give
them clout in the final three weeks of the campaign.

"This morning, I loved it: The [Associated Press] ran a story saying these Democrat congressional
candidates outraised their Republican incumbents in the third quarter. Well, what they didn't say was
that part of the reason that they did is that we raised the money earlier so that we'd be able to deploy it,"
he said.

Of the 52 races listed in the tossup and lean categories of a leading election analyst, Republican
candidates have more cash on hand than their opponents do in at least 34 races, according to the
National Republican Congressional Committee. .

Although Mr. Rove had previously predicted a loss of eight to 10 House seats, he said he remains
confident that Republicans will not lose more than 15 -- the magic number that would flip control of the
chamber to Democrats.

Democrats have to pick up six seats to gain control of the Senate -- virtually impossible, Mr. Rove said.

There are 40 Republican senators who are not up for re-election this year, he pointed out, and at least
seven who are running comfortably ahead. With just a few wins by incumbents -- such as Arizona Sen.
Jon Kyl, Missouri Sen. Jim Talent and Virginia Sen. George Allen -- Republicans would have 50 seats.
With Mr. Cheney's tiebreaking vote, that would assure Republicans' continued control of the Senate.

Although Mr. Talent is locked in a tight race, Mr. Rove said the Missouri Republican "is one of the best
candidates ... keen and smart and able ... a very disciplined candidate."

Although Missouri is "very competitive," Mr. Rove said, "There gets to be a point at which, though, it
begins to lock in, and Talent appears to be moving that direction. ... I look at the Missouri data, and I can
just smell that this race is edging toward a point where ... they're just getting ready to lock in."

The White House strategist is closely monitoring races across the country. He receives "68 polls a week
for Senate, governor and House races," Mr. Rove said. "My head is about ready to explode."

Mr. Rove said history is on the Republican Party's side, noting that 97.5 percent of incumbents have
been re-elected since 1996. This time, he said, there are "significantly" fewer open House seats than the
Democrats had in 1994, when Republicans swept to power under then-Rep. Newt Gingrich's leadership.

Early in this campaign cycle, Mr. Rove said the White House compiled a list of 80 Republican
incumbents who might face difficulty. From there, top strategists made sure "that they all had a
campaign plan, that they all knew that they had a risk, that they all went out there and raised a bundle of
money, and that they had a plan that was measurable."
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"As aresult, that's done a lot to get people prepared," he said.
And, in some ways, the campaign is just beginning, Mr. Rove added.

"For most Americans, particularly the marginal voters who are going to determine the outcome of the
election, it started a couple weeks ago," he said. "Between now and the election, we will spend $100
million in target House and Senate races in the next 21 days."

You are currently subscribed to News Update (wires) as: Lea_A. McBride@ovp.eop.gov.
To unsubscribe send a blank email to leave-whitehouse-news-wires-1000177Q@list.whitehouse.gov
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Aboard Air Force One
En Route Greensboro, North Carolina

11:09 A.M. EDT

MR. SNOW: Today's schedule: We're heading to Greensboro, North
Carolina, first, for a lunch with community leaders. They include
Senator Richard Burr; Bob Brown, Chairman and CEO of B&C Associates;
Tonya Cockman, President of Clear Defense, LLC; the Mayor of
Greensboro, Keith Holliday; President of High Point University, Dr.
Nido Qubein; Emery Rann III, who is executive director of Mediation
Services of Forsyth County -- that would be the county in which
Winston-Salem is located -- and Jeff Young, President and CEO of HDM
Furniture Industries.

Then there will be a trip to the Waldo C. Falkener Elementary
School. 1It's a magnet school, and the President -- it's a No Child
Left Behind event. The President then will make No Child Left Behind
remarks at the Falkener Elementary School. Then off to the Victory
Junction Camp, Incorporated. That's in Randleman, North Carolina.
It's run by Kyle Petty and his wife, Pattie, in honor of their son,
Adam, who was killed six yvears ago in an accident. But it deals with
chronically ill kids and it's a good event.

At 4:25 p.m., George Stephanopoulos of ABC News will be
conducting an interview with the President. And at 6:20 p.m., a
closed press Republican National Committee dinner at the home of
Louis Dedoy, the CEO of New Breed, Incorporated. Return to the White
House at about 8:50 p.m. tonight.

Questions.
Q Why all of a sudden are we having this push on education?

MR. SNOW: It's not all of a sudden, it's the first initiative
the President had, but it's always important to remind people what
you've been doing. Education is important to a lot of folks. And I
think, at a time when, at least for me -- we've got a lot of parents
who are sitting around evaluating what's going on at the schools --
it's important to remind them that you've got a President who's
pushing for higher standards and more resources.

Q Tony, it seems like, though, this is, in a way, laying the
groundwork for next year. No Child Left Behind is up for
reauthorization. Can you talk specifically about what the President
wants Congress to do, and is he sort of making plans about if he has
a Democratic Congress, or if he has a Republican Congress?
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MR. SNOW: ©No, he's not making plans based on whatever may
happen in terms of partisan breakdowns. He still thinks he's going
to be dealing -- and I do, too -- with a Republican House and
Senate. But in any event, No Child Left Behind is something that had
bipartisan support and no doubt will continue to. And he's eager to
have it reauthorized.

Q Democrats are very upset about this bill. They feel that
it's not been funded, that they were kind of snockered by it. So
what is he doing to address that?

MR. SNOW: He thinks that it will get reauthorized. And he'll
be happy to deal with people in the next Congress when the time
comes. He's certainly not going to -- we're not going to negotiate
at this point.

Q Tony, does the deaths of 10 U.S. soldiers in Irag today
cause the President to rethink his strategy there?

MR. SNOW: No, the strategy is to win. The President
understands not only the difficulty of it, but he grieves for the
people who have served and served with valor. But as everybody says,
correctly, we got to win. And that comes at a cost. 2And God bless
the men and women who have risked their lives going into hostile
areas because they do believe in the mission.

Q Tony, is Mugtada al-Sadr our enemy, or our ally, or
something else?

MR. SNOW: Well, he is a factor in Irag. He is somebody who
obviously has adherence, and it's interesting -- the most important
thing, I think, if Mugtada al-Sadr wants to play a constructive role,
is to make sure that -- to cooperate with Prime Minister Maliki in
dealing with militias.

I'm not going to characterize al-Sadr. He's clearly a player in
Iraq, and we hope he'll play a constructive role.

Q Is it more important to engage him through Sistani, the
Grand Ayatollah?

MR. SNOW: Look, I'm not going to engage in strategic
speculation about how best to do this, mainly because Mugtada al-
Sadr deals with Nouri al-Maliki, the Prime Minister. The Prime
Minister is also Shia. And you look at any possible ways to try to
proceed, especially along the reconciliation track.

We talk all the time about the strategies and the tactics for
achieving the goal of victory in Iraq, and one of the key elements is
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going to be reconciliation. This is one where Ali al-Sistani clearly
has played a constructive role. And Prime Minister Maliki has done
some outreach and I know he has contact with Mugtada al-Sadr. And I
think it's best left to them to figure out how best to deal with each
other.

Q What about Syria and Iran getting involved? The Syrian
Ambassador was on BBC today, saying, look, these aren't just
insurgents as the Americans describe them; we see them as terrorists,
and we see it in our interest to try to end the violence within
Irag. Is there any outreach to take them up on their offerxr?

MR. SNOW: One of the things we've said repeatedly to the
Syrians and Iranians is, stop fomenting terror. If they do that,
that's welcome. We'd be very happy for them not to foment terror.
But it certainly doesn't change our diplomatic stance toward either.

Q -~ being offered in good faith then? Is that what you're
saying?

MR. SNOW: 1It's a public statement. Let's see what happens.

Q Can I ask about North Korea? How concerned are you that
the punitive measures in the resolution, the U.N. resolution, aren't
going to be carried out by countries like China, specifically?

MR. SNOW: We're not concerned because it's a Chapter 7
regolution. It's binding on the parties.

Q -- there have been expressed messages from China --

MR. SNOW: You've got Secretary Rice over there talking to
people about the practical ways to enact it. And the Chinese took
the important step of joining us in a Chapter 7 resolution dealing
with North Korea. So there may be conflicting stories, but the one
thing that's pretty clear is that the five parties other than North
Korea in the six-party talks are more unified than ever in their
approach toward North Korea. And part of what happens is, when you
get a resolution like this, then comes the practical matter, how do
you enact it? That's what the Secretary of State is doing this week.

Q Tony, the President -- Senator Kay Bailey Hutchison told
the Dallas Morning News that the situation in Irag is now chaos and
that it's time to consider dividing the country into semi-autonomous
regions. Having it come from her, does the President think it's time
to consider such a notion, an ally like that?

MR. SNOW: The President has considered it. The fact is we

consider all options and ideas. In his conversation with Prime
Minister Maliki earlier this week, the Prime Minister described
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partition as not only undermining the government, but also providing
encouragement to terrorists. And so we appreciate Senator
Hutchison's thinking through the issue, but we respectfully
disagree.

Q You're not even considering partition?

MR. SNOW: We have consgidered partition. Again, you consider
every possible option. But we've also determined that it is not, for
a series of reasons, I wise option for the stability of Irag or for
the region.

Q Can I go back to Sadr for one second? In early August,
when our forces moved against Sadr leadership, killing three people,
I think it was, Maliki said it was a "shameful act." Does the

President believe that it was a shameful act?

MR. SNOW: I'm not going to engage in the sort of backing and
filling on something that happened a few months ago.

Q But it does relate to the key player in the Iragi
coalition. This guy holds 30 seats in the Iraqi government, and he's
made war on the Iragi army from time to time.

MR. SNOW: What's interesting is that he's also said recently --
he's talked against militia violence. And according to the Prime
Minister's calculation, one-and-a-half seats are held by those who
actually do militias. So did he --

0 -- believe that?

MR. SNOW: Look, I'm going to let the Prime Minister do the --
he probably knows more than you and I about the composition of his
own parliament.

Q I would certainly hope so, but not presume so.

MR. SNOW: Well, again, I'll let you pick fights with the Iraqgi
government. I'm not going to do it.

Q Tonight's fundraiser, it's a closed fundraiser. 1Is this
the last of the closed fundraisers? You had said last week you
thought they were --

MR. SNOW: I've got to find out. I don't know. I just -- I
don't know. One more time -- I don't know.
Q Any hints about next week's fundraising schedule?

MR. SNOW: Let me find out. Well, it's interesting, I think --
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one of the things we have found out is, because of McCain-Feingold,
yvou can't do soft money like you used to, to underwrite rallies. So
what ends up happening is, in a lot of cases, people do have to pay
money to attend these because it costs a whole lot of money to get
the President in. But there will be lots and lots of public events.
I promise.

Here's old Zinsmeister, ladies and gentlemen.
MR. ZINSMEISTER: How are you? Good to see you.
MR. SNOW: Thank you.

Q The shift in space policy -- can you describe that? And
will it allow for weaponization of space?

MR. SNOW: 1It's not a shift in policy. This was announced in
July, but apparently just discovered by some people. The notion that
you would do defense from space is different than the weaponization
of space. So I think what you have is a revisitation of a lot of old
arguments in this case. We're comfortable with the policy.

Q Can I ask you about the election again? The Vice
Pregident, yesterday, said that he thought there was a good chance
that the Republicans would hold the House. 1Is there any change --
where is the administration getting all the confidence that you are
going to hold the House? And wouldn't it be wise to start
considering some options if Democrats take it?

MR. SNOW: We're confident we're going to hold the House because
we think we have better candidates and better arguments. And in the
last two weeks of a campaign people focus on that. And the President
is going to make it clear to Republicans that he not only thinks
they're going to win, he's going to help them win. And that's what
you do at the end of a campaign. The most important thing now is to
try to get people to focus on substantive issues, including the war
on terror, and the economy, and education, and energy, the things
that are of concern to them. But also, you're going to have a lot of
local races that are governed by local concerns, and the President
will do whatever he can to help local candidates, as well.

Q The Vice President seemed a little less emphatic, though.
He said, there's a good chance they'll hold the House. Has his
confidence diminished at all?

MR. SNOW: I think you're over-parsing.

All right, guys. We'll see you on the road.

END 11:20 A.M. EDT
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On this last point, we would recommend the following:

Make the Bush tax cuts permanent. The lower tax rates on capital gains and dividends and the repeal of the
death tax are scheduled to expire within the next four years. Taxes on dividends and capital gains will increase
on January 1, 2011, while federal death taxes will come back to life in 2011 after being zeroed out in 2010. The
stock market’s continued rise will depend on making these investor tax cuts permanent.

Index capital-gains tax rates to inflation. Since 1913, the U.S. Treasury Department has ignored the effects of
inflation when calculating capital-gains taxes. As a result, the effective tax rate on real gains is about twice the
current rate of nominal gains, according to estimates by the Congressional Budget Office. The failure to index
capital-gains taxes to inflation has historically punished individual investors by reducing their real returns.
Under current policy, shareholders are being taxed on inflation-adjusted losses as gains, an obvious
discouragement to long-term investing. At the same time current policy inhibits long-term economic growth by
making long-term capital investment less certain and far more risky. Reps. Mike Pence (R., Ind.) and Eric
Cantor (R., Va.) have introduced a bill to end this unfair inflation tax.

Eliminate the capital-gains tax on mutual fund reinvestments. Currently mutual fund shareholders must pay a
capital-gains tax when distributions are reinvested in their existing funds. These shareholders typically are long-
term investors, but current law requires them to pay capital-gains taxes on redistributions, even though they
have not sold their fund shares. Capital-gains taxes eat away 50 percent of a lifetime return on mutual funds.
This is an unnecessary layer of taxation that bites into compounded returns and reduces lifetime savings for
shareholders. Rep. Paul Ryan (R., Wisc.) has offered legislation that will at least allow investors to defer these
taxes until they realize their gains.

Enact Lifetime and Retirement Savings Accounts. Lifetime Savings Accounts (LSAs) and Retirement Savings
Accounts (RSAs) allow everyone to save up to $5,000 per account, tax-free, with no limitations based on age or
income status. Enactment of this policy will eliminate capital gains, dividend, and interest taxation for nearly
every American shareholder, thus increasing after-tax return and boosting shareholder wealth significantly.
(These accounts also will eliminate 1,100 pages from the tax code since they would replace the current
hodgepodge of savings accounts.) LSAs and RSAs will not only boost savings for working families, but will
increase the after-tax return on investment and jumpstart equity values.

Investor voters should ask congressional candidates a simple question: Are you for increasing the savings of
working middle-class families or not? These proposals will do just that, while also lowering the barriers to .
capital formation. Embracing this agenda is a political winner.

— Cesar Conda was Vice President Dick Cheney’s chief domestic and economic policy advisor from 2001 to
2003, and is a senior fellow at FreedomWorks and a principal of Navigators, a Washington, D.C.-based public-
affairs firm. Daniel Clifton is executive director of the American Shareholders Association.












Regular Voters, Intermittent Voters, and Those Who Don’t
WHO VOTES, WHO DOESN’T, AND WHY

They vote — but not always. Compared with Americans who regularly cast ballots, they are
less engaged in politics. They are more likely to be bored with the political process and admit they
often do not know enough about candidates to cast ballots. But they are crucial to Republican and
Democratic fortunes in the Nov. 7 midterm elections.

They are the intermittent A Spectrum of Voters and Non-V oters:
voters: Americans who are How They Differ
registered to vote but doonot | Voting Frequency «-—--—-
always make it to the polls. Inter- Registered, Not
s TS Regular mittent butrare registered
They differ significantly from % % % v
those who vote regularly. For | Total 35 20 23 22=100
one thing, they’re less likely to
_ Agree with each statement...
be married than are regular | Ingerested in local politics 91 76 57 45
voters. Intermittent voters also | Duty as citizen to always vote* 88 80 60 39
. ful of 1 This election matters more 83 74 67 67
are more mustrustful of people Feel guilty when I don’t vote 72 70 57 45
compared with those who vote
Know little about candidates 44 60 76 68
regularly. They also are less | gy iy whatgoesoninDC 25 38 42 43
angry with government, though | Angry with government 24 15 14 22
less issatisfied with Issues in DC don’t affect me 15 25 32 27
no . diss Voting doesn’t change things 13 18 30 33
President Bush than are regular .
voters, according to a survey | Sometimes too busy 8 12 29 43
Difficult to get to polls 8 8 19 30

conducted Sept. 21-Oct. 4
among 1,804 adults by the Pew
Research Center for the People
& the Press in collaboration with the Associated Press.

* Based only on those who ‘completely agree.’

The survey also finds large differences between Americans who are not registered to vote or
vote only rarely, and intermittent or regular voters. The two groups at the bottom of the voting
participation scale are much less likely than regular or intermittent voters to believe that voting will
make much of a difference. They also are less likely to agree with the statement: “I feel guilty when
I don’t get a chance to vote.”

To understand who votes and who doesn’t, survey respondents were divided into four groups
based on their voting history, attitudes about voting, and interest in the current campaign. Together,



these groups span the breadth of political participation, from regular voters to democracy’s
bystanders':

Regular voters. These are adults who are currently registered to vote. Nearly all regular voters cast
ballots in the 2004 presidential election; most say they “always” vote and that they are certain to vote
in the upcoming congressional election. Together, they constitute roughly a third (35%) of the adult
population. .

Intermittent voters. All intermittent voters say they are registered to vote, but fewer acknowledge
always voting. They report less certainty of voting in the upcoming election and less interest in the
campaign compared with regular voters. Intermittent voters make up 20% of the population.

Registered but rare voters. About a quarter of Americans say they are registered to vote, but
acknowledge that they rarely make it to the polls (23%). Fully three-quarters (76%) say they
sometimes feel they don’t know enough about the candidates to vote.

Unregistered adults. These are Americans who say they are not registered to vote, or indicate their
registration may have lapsed. They comprise 22% of the population.

Regular and Intermittent Voters

Turnout estimates suggest that more Americans than usual for an off-year election will go to
the polls next month. Still, even the most optimistic of these models suggest that fewer than half of
eligible Americans may vote, well below turnout in the 2004 presidential election. A key for both
Republicans and Democrats is convincing the intermittent voters in their respective ranks to vote on
Nov. 7.

These intermittent voters are the most important “swing” group in politics — distinguished not
by their partisan leanings but by their voting behavior. They swing in and out of the electorate from
election to election.

1 The regular voter group approximates those who reliably vote in both presidential elections and off-year elections. Intermittent voters
approximate voters who typically turn out in presidential elections but not in off-years. Registered but rare voters approximate those
who occasionally vote but do not do so regularly. Because no single indicator (other than voter registration) is indispensable in
determining a person’s likelihood of voting, the three groups of registered adults reflect different combinations of responses to the
series of questions on voting history and intention. These groups were designed to be an approximation of different patterns of the
regularity and intensity of electoral engagement. ’



The Pew analysis identifies basic attitudes and lifestyles that keep these intermittent voters
less engaged in politics and the political process. Political knowledge is key: Six-in-ten intermittent
voters say they sometimes don’t know enough about candidates to vote compared with 44% of
regular voters — the single most important attitudinal difference between intermittent and regular
voters identified in the survey. Intermittent voters also are characterized by feelings of boredom with
politics. They are more likely than regular voters to agree with the statement: “I’m generally bored
by what goes on in Washington” (38% intermittent vs. 25% regular).

Intermittent voters also are A Spectrum of Voters and Non-Voters:

more mistrustful of other people than Views of Country and Community
are regular voters. According to the
. T e Voting Frequency -----------

survey, 40% of intermittent voters Inter- Registered, ~ Not
say that in general most people can Regular mittent butrare registered

. % % % %

0,

be trusted, compared with 52% ofall | /., 65 59 54 44
regular voters. This is another factor | Most people can be trusted 52 40 35 27

: . Lived in neighborhood
that may prevent intermittent voters less than one year 5 s 10 23

from building the kinds of | Know hardly any peoplein

community and interpersonal your neighborhood 5 8 14 21
connections that directly lead t0 | Approve of Bush 40 37 33 36
political participation. Satisfied with country 27 32 33 29

One other key difference: Regular voters are more likely than intermittent voters to say they
have been contacted by a candidate or political group encouraging them to vote, underscoring the
value of get-out-to-vote campaigns and other forms of party outreach for encouraging political
participation. '

The survey also finds that the demographic factors that distinguish non-voters from voters
also differentiate regular from intermittent voters. Intermittent voters are somewhat less well
educated and less affluent than are regular voters.

What keeps them voting, at least occasionally? Intermittent voters share two critical
characteristics with those who have the voting habit, the survey found. Unlike those who are not
registered to vote, big majorities of regular and intermittent voters acknowledge they feel guilty when
they don’t vote. And both of these groups are less likely to accept the assertion that “voting doesn’t
really change things” than are those who rarely cast ballots or are not registered.



Non-Voters: Politically Estranged

The survey also reveals broad differences between those who are not registered to vote and
regular or occasional voters. Non-voters are politically estranged: They are the least interested in
local politics of the four groups and the most likely to say voting doesn’t change things. They also
are five times more likely to say they’re too busy to vote than are regular voters (43% versus 8%).

Americans who are not registered to vote also are more socially isolated from other people:
They’re less likely to know people in their neighborhood. They also are more likely to be relatively
recent arrivals in their current neighborhoods — more than one-in-five (23%) say they have lived in
their neighborhood less than a year. People who are not registered to vote also are generally
mistrustful of others; just 27% say that most people can be trusted.

Structural factors stand between some of these
. ) Why Non-Voters
Americans and the ballot booth. Three-in-ten adults who are Fail to Register
not registered to vote say it is difficult for them to get to the

. . Open-ended responses*... %

polls; this compares with 19% among those who vote rarely, N}; time or just ﬁaven,t done it 1;
and just 8% each among intermittent and regular voters. This | Recently moved 17
Don’t care about politics 14

suggests even with recent reforms in voter registration laws, | . el sovernment 12

. Laziness
So why aren’t they registered? When asked to answer | pon’t understand politics

that question in their own words, no single dominant reason | Felon/on probation
emerges. About one-in-five (19%) say they have not had time | * Top responses listed
to register, while nearly as many said they had recently moved.
One-in-seven (14%) say they don’t care about politics, while about as many express little confidence
in the government.

barriers to voting still exist for some Americans. Still, 70% of | NotaU.S. citizen 7
those who are not registered say it is not difficult for them to | LlIness or disability 4
Just turned 18 3

vote. No point in voting 3
Religious reasons 2
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Voting and Demographic Factors

Not only do the rich seem to get
richer, on Election Day next month they
will probably get a disproportionately
large say about who gets elected to
Congress. So will older people, whites,
college graduates and those who
frequently go to church, they survey
finds. Among those likely to once again
stand on the sidelines on Nov.7:
relatively large numbers of young
people, Hispanics, and those with less
education and lower incomes.

Whites continue to be
disproportionally represented in the
voting booth: 37% of whites are regular
voters, compared with 29% of non-
whites, including 31% of blacks and
24% of all Hispanics. Conversely, 40%
of Hispanics and considerably smaller
proportions of blacks (17%) and whites
(20%) say they are not registered to
vote.

Regular voters also are older
than those who are not registered. More

than four-in-ten of those ages 50 and older (42%) are regular voters, about double the proportion of
18-29 year-olds (22%). Among those between the ages of 30 and 49, more than a third (35%) reliably
go to the polls — a fact that is consistent with previous research that found voting is a habit acquired

with age.

Looking at the other end of the participation scale tells the same story, but even more
dramatically. Four-in-ten 18-29 year-olds are not registered to vote, double the proportion of 30-49-
year-olds and nearly three times greater than those ages 50 or older.

A Spectrum of Voters and Non-V oters:

Who Are They?
---------- Voting Frequency =----------
Inter- Registered, Not
Regular mittent butrare registered
% % % %

Total 35 20 23 22=100
Men 36 20 21 23=100
Women 34 21 24 21=100
White 37 21 22 20=100
Black 31 23 29 17=100
Hispanic 24 16 20 40=100
18-29 22 13 25 40=100
30-49 35 21 24 20=100
50-64 42 24 20 14=100
65+ 41 22 23 14=100
Married 40 21 22 17=100
Not married 29 19 24 28=100
College graduate 46 22 20 12=100
Some college 38 20 24 18=100
H.S. grad or less 28 20 24 28=100
$75,000+ 44 22 23 11=100
$50K to $74,999 36 21 25 18=100
$30K to $49,999 36 20 21 23=100
$20K to $29,999 31 16 18 35=100
Less than $20K 26 20 23 31=100
Attend Church...

Weekly or more 39 23 23 15=100
Monthly or yearly 35 18 21 26=100
Seldom or never 31 18 25 26=100




Other factors distinguish the non-voter. Nearly half (46%) of all college graduates are regular
voters, compared to 28% of adults who are high school graduates or have less education. In addition,
39% of those who say they attend religious services once a week or more are regular voters,
compared with 31% of those who attend church seldom or never. But the survey also finds little
gender difference in voting behavior: 36% of men and 34% of women are regular voters.

Non-Voting and Partisanship
Roughly the same proportions of self-identified Republicans and Democrats are regular voters

(41% vs. 39%). But Democrats are more likely to be non-voters: 20% of Democrats

say they are. not registered to 'vote, The Politics of Non-Voting:

compared with 14% of Republicans; Republicans More Likely to be Registered

among political independents, 27% say

they are not registered to vote.

---------- Voting Frequency -----------
Inter- Registered, Not
Regular mittent but rarely registered

. . . % % % %
A. registration gap al.so eXists | o 35 20 23 22=100
between liberals and conservatives, with
200 el . : : Republican 41 25 20 14=100
9% of Self: de.scrlbed liberals saying Democrat 39 20 21 20-100
they are not registered to vote compared | Independent 30 17 26 27=100
with 20% of moderates and 17% of
. Ideology...
conservatives. However, there are only | copservative 38 22 23 17=100
modest differences in the percentages of | Moderate 35 21 24 20=100
Liberal 34 17 20 29=100

conservatives (38%), moderates (35%)
and liberals (34%) who are regular
voters.
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PEW RESEARCH CENTER FOR THE PEOPLE & THE PRESS
AND THE ASSOCIATED PRESS
EARLY OCTOBER 2006 TURNOUT SURVEY
FINAL TOPLINE
September 21 - October 4, 2006
N=1804

REGIST These days, many people are so busy they can't find time to register to vote, or move around so often
they don't get a chance to re-register. Are you NOW registered to vote in your precinct or election
district or haven't you been able to register so far?

IF RESPONDENT ANSWERED '1' YES IN REGIST ASK:

REGICERT Are you absolutely certain that you are registered to vote, or is there a chance that your registration
has lapsed because you moved or for some other reason?

82  Yes, registered
78 Absolutely certain
3 Chance registration has lapsed
1 Don’t know/Refused (VOL.)
18  No, not registered
*  Don't know/Refused (VOL.)
100

IF RESPONDENT ANSWERED '2' NO OR ‘9’ DON’T KNOW IN REGIST, ASK [N=250]:
NR.1  Have you previously been registered to vote, or have you never been registered?

47 Previously registered

53 Never registered

0 Don’t know/Refused (VOL.)
100

NR.2  What would you say is the main reason you’re not registered to vote? [OPEN END; ACCEPT UP TO
THREE RESPONSES BUT DO NOT PROBE FOR MORE THAN ONE]

Medill
July 1996°

19 No time/just haven’t done it -

17 Have recently moved 14

14 Don’t care much about politics 21

12 No confidence in government, politics or politicians -~

7 Not a U.S. citizen 11

4 Illness/disability -

3 Just turned 18 --

3 No point in voting/my vote makes no difference

2 Religious reasons -

2 Lazy -

2 Don’t understand politics/I’m not knowledgeable --

2 Felon/On probation -

1 Not eligible : -

1 Don’t want to get my name on the list for jury duty 2

2 The July 1996 survey was conducted by Northwestern University’s Medill School of Journalism and WTTW public

television. Based on first mention only.



NR.2 CONTINUED...

Medill
July 1996
Place where have to go to register is inconvenient/
1 too far from home 4
0 Don’t know how to register 5
0 Work during voter registration hours 4
0 Registered and vote at a previous address 3
7 Other 35
7 No answer/DK/Ref 3
102

QUESTIONS 3 THROUGH 19 IN PREVIOUS RELEASE

ASK ALL:

Q.20

Q.21

Q22

Thinking about the Democratic and Republican parties, would you say there is a great deal of difference in
what they stand for, a fair amount of difference, or hardly any difference at all?

April  June Feb March June Oct July . May  May
2006 2003 1999 1998 1997 1995 1994 1990 1987

38 A great deal 33 29 33 28 25 34 23 24 25
39 A fair amount 42 49 46 45 48 46 51 45 45
18 Hardly any 21 20 18 23 25 18 24 27 25
3 DK/Ref (VOL) 4 2 3 4 2 2 2 4 3
100 100 100 100 100 100 100 100 100 100

Some people say they are basically content with the federal government, others say they are frustrated, and
others say they are angry. Which of these best describes how you feel?

Mid-
March  Nov  June Feb Oct
2004 2001 2000 2000 1997
21 Basically content 32 53 28 33 29

54 Frustrated 52 34 53 54 56
20 Angry 13 8 13 10 12
3 Don’t know/Refused 3 5 6 3 3
100 100 100 100 100 100

Now I am going to read you some statements. For each, please tell me whether you completely agree with
it, mostly agree with it, mostly disagree with it or completely disagree with it. The first one is... (READ
ITEMS; RANDOMIZE)
Completely Mostly Mostly Completely DK/
Agree Agree Disagree Disagree Ref

I sometimes feel I don't know enough

about the candidates to vote 20 40 21 17 2=100
It matters more than usual who gets

elected this year 42 31 16 8 3=100
I’m sometimes too busy to vote 8 13 23 53 3=100
It's difficult for me to get out to the polls to vote 7 8 21 62 2=100
Voting doesn’t really change things 9 14 27 48 2=100



Q.22 CONTINUED...
Completely Mostly Mostly Completely DK/
Agree Apgree Disagree Disagree Ref

f I feel it's my duty as a citizen to always vote 70 20 5 4 1=100
g I'm generally bored by what goes on in

Washington 13 23 34 28 2=100
h. I'm pretty interested in following local politicss 28 42 18 10 2=100
i. Most issues discussed in Washington don't

affect me personally 7 17 33 41 2=100
i I feel guilty when I don't get a chance to vote 40 22 14 18 6=100
k. It's complicated to register to vote where I live 3 4 22 67 4=100

QUESTIONS 23 THROUGH 33 IN PREVIOUS RELEASE

IF REGISTERED TO VOTE (REGICERT=1), ASK:
Q.34  How confident are you that your vote will be accurately counted in the upcoming élection? [READ]

BASED ON ALL REGISTERED VOTERS [N=1503]:

Mid-Oct
2004

58 Very confident 62
29 Somewhat confident 26
9 Not too confident 7

Not at all confident 4
1 Don’t know/Refused (VOL.) 1
100 100

IF NOT REGISTERED TO VOTE (REGIST=2;9 OR REGICERT=2,9), ASK:
Q.35  Ifyou were to vote this November, how confident are you that votes would be accurately counted? [READ]
BASED ON NOT REGISTERED TO VOTE [N=301]:

27 Very confident

37 Somewhat confident

17 Not too confident

15 Not at all confident

4 Don’t know/Refused (VOL.)
100

QUESTIONS 36 THROUGH 58 IN PREVIOUS RELEASE
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ASK ALL:
On a completely different subject...
Q.59  Generally speaking, would you say that most people can be trusted or that you can’t be too careful in
dealing with people?
June Mid-Nov Nov June Feb
2003 2001 1998 1997 1997

41 Most people can be trusted 35 42 36 42 45
54 Can't be too careful 58 55 57 54 52
3 Other/Depends (VOL.) 45 2 6 3 2
2 Don't know/Refused -3 1 1 1 1
100 100 100 100 100 100

And thinking about your personal life...
Q.60  When you need help, would you say that you can turn to many people for support, just a few people, or
hardly any people for support?

(voL)

Many Hardly No One/

People Just A Few Any People None DK/Ref
Early October, 2006 43 46 10 * 1=100
June, 2003 37 48 13 1 1=100
March, 2001 43 43 11 2 1=100
November, 1998 43 41 14 1 1=100
June, 1997 41 45 12 1 1=100
February, 1997 39 51 8 1 1=100

Thinking about your neighborhood for a moment...
Q.61  About how long have you lived in your NEIGHBORHOOD? Have you lived here less than one year, one
to five years, six to ten years, 11 to 20 years, more than 20 years OR have you lived here all your life?

9 Less than one year

28 1-5 years

17 6-10 years

17 11-20 years

18 More than 20 years

11 All my life .
Il Don’t know/Refused (VOL.)
100

Q.62  Would you say that you know a lot of people in your neighborhood, some people, just a few, or hardly any?

39 Alot
26 Some
23 Just a few
11 Hardly any
1 None (VOL.)
i Don’t know/Refused
100

QUESTIONS 63 THROUGH 64 IN PREVIOUS RELEASE

11



ASK ALL:

PVOTEO4A  Inthe 2004 presidential election between George W. Bush and John Kerry, did things come up
that kept you from voting, or did you happen to vote?

IF YES (1 IN PVOTE04A) ASK:
PVOTE04B  Did you vote for Bush, Kerry or someone else?

75
37
32

3
*

3
24
*
1
10

0

Voted
Bush
Kerry
Other candidate

Don't remember which candidate (VOL.)

Refused (VOL.)

Did not vote (includes too young to vote)

Don't remember if voted (VOL.)

Refused (VOL.)

IF NO (2 IN PYOTE04A), ASK [N=321]:

PVOTEO04C  What was it that kept you from voting? [OPEN END; DO NOT READ; ACCEPT MULTIPLE
RESPONSES BUT DO NOT PROBE FOR ADDITIONAL]

Medill
July 1996°
16 Not old enough 12
15 Not registered 20
12 Didn’t like the candidates 12
11 Not interested in politics 10
7 No particular reason 10
6 Not a citizen 9
6 Working 4
5 Illness 2
4 Traveling 4
3 Busy -
No point in voting/my vote
2 makes no difference --
2 Felon -
No confidence in Gov’t, politics
2 or politicians -
1 Religious reasons --
1 No way to get to the polls 2 .
6 Other [SPECIFY] 12
3 No answer 2
99
3 The July 1996 survey was conducted by Northwestern University’s Medill School of Journalism and WTTW public

television. Based on first mention only. Asked about voting in the 1992 election.
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Introduction

America’s forests have undergone radical changes over the last century, due in large part
to previous fire suppression policies and lack of active and effective management. This has led
to a situation where the forests have become unnaturally dense making them susceptible to
disease, drought, and catastrophic wildfire. Catastrophic wildfires pose a significant threat to a
wide range of resources, including threatened and endangered species’ habitats, commercially
valuable forest and rangeland products, public and private property, and air and water. Forest
management tools, such as mechanical thinning, prescribed burning, and other methods, can help
reduce forest density and the destructiveness of catastrophic wildfire.

To facilitate forest restoration, the Bush Administration implemented the Healthy Forest
Initiative in 2002, and Congress passed the Healthy Forests Restoration Act in 2003. Although
these new programs have been helpful, there are still significant administrative and legal barriers
to effective public lands management. Further improvements to current law are needed to
expedite the restoration of the nation’s forests. This paper identifies five impediments to
effective public lands management and propose ways to deal with those impediments. The
impediments can be broken down into two categories: legal deficiencies and administrative.

Summary of Statutory Impediments

Problem: Administrative appeals and litigation have proceeded largely unabated since passage
of the Healthy Forests Restoration Act. These lawsuits are often frivolous and designed merely
to delay projects and tie federal agencies into knots.

Recommended Solution: To ensure that forest protection efforts are not thwarted by
frivolous litigation, Congress should revisit the fee-shifting provisions of the nation's
environmental laws to conform them with the Equal Access to Justice Act (EAJA). The
EAJA provides fees to prevailing plaintiffs in citizen suits where, among other things, the
government's position was not "substantially justified." That EAJA standard should
apply to cases challenging forestry service actions. Additionally, where appropriate, the
federal courts should be allowed to require plaintiffs to post a bond to cover the cost of
delaying projects if they fail to prevail in court.

Problem: The effectiveness of “categorical exclusions” — an important management tool, which
allows public lands managers to avoid the cumbersome administrative process for
environmentally insignificant projects — has been eviscerated by a recent court ruling, which
ruled that they should be subject to notice, comment, and appeal.

Recommended Solution: Congress should explicitly exempt categorical exclusions from
legal procedures for notice, comment, and appeal. Such language exists in legislation
offered by the House Committee on Agriculture (H.R. 4091).

Problem: Stewardship contracting is another potentially useful tool to facilitate hazardous fuels
removal. However, statutory language limits its effectiveness. First, contract lengths are limited
to a maximum of ten years. This discourages potential contractors, who need longer
amortization periods to recoup their investments, from participating in stewardship contracts.
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Second, contract lengths are limited even further by a requirement that the Forest Service
obligate upfront large sums of money to protect contractors from the financial risks of project
cancellation. Because of the requirement, the Forest Service has largely restricted itself to
single-year contracts.

Recommended Solution: Congress should change the law to increase contract lengths
for stewardship contracts, and to allow the Forest Service, and other agencies to engage
in stewardship contracting, to cover cancellation costs out of current appropriations,
similar to the Department of Defense.

Summary of Administrative Impediments

Problem: Too much emphasis is given to fire suppression over hazardous fuels treatment. For
example, the Forest Service’s FY 2006 enacted level including $282 million for hazardous fuels
treatment versus $690 million for fire suppression (See p. 10-11, infra). Several economic
studies show that treatment is more cost-effective than suppression.

Recommended Solution: In setting priorities, responsible agencies should emphasize
treatment over suppression. Congress can help the agencies change emphasis through
appropriations.

Problem: There is some confusion within the Forest Service about performance and payment
bond policies for service contracts. Field managers sometimes inappropriately require
contractors to post performance bonds, discouraging contractor participation.

Recommended Solution: The Forest Service must ensure that its field managers
understand the policies regarding performance and payment bonds to avoid imposing
unnecessary requirements on potential contractors.

This paper will address each of these impediments and the possible solutions in more
depth. Prior to this, the paper will provide background to the current forest health crisis, what
has been done to fix the problem, and how to proceed from here.

Background to a Continuing Crisis

In 2002, the Forest Service produced a report that explained how requirements for
detailed documentation, administrative appeals of proposed forest treatment projects, lawsuits,
and injunctions have all delayed needed projects and made it difficult for federal land
management agencies to carry out necessary forest restoration and hazardous fuels treatments.
Part of the problem was that much of the effort and cost associated with the project approval
process was attributed to the need to “bulletproof” the decisions from potential appeals. This led
to an extraordinarily lengthy, complex, and often redundant decision-making process that did not
add value or aid in decision making, but was necessary only to prevent decisions from being
litigated. As the Forest Service explained it:

''U.S. Department of Agriculture/Forest Service, The Process Predicament: How Statutory, Regulatory, and
Administrative Factors Affect National Forest Management, June 2002.
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Too often, the Forest Service is so busy meeting procedural requirements, such as
preparing voluminous plans, studies, and associated documentation, that it has trouble
fulfilling its historic mission: to sustain the health, diversity, and productivity of the
nation’s forests and grasslands to meet the needs of present and future generations. Too
frequently, the paralysis results in catastrophe.”

That “catastrophe” includes uncontrolled fires.

In an attempt to address this predicament, the Administration devised the Healthy Forest
Initiative, which was released in August of 2002, and Congress passed the Healthy Forests
Restoration Act of 2003, which the President signed into law on December 3, 2003.>

The Healthy Forest Initiative sought to improve and expedite the development and
implementation of forest-restoration projects through reducing the number of overlapping
environmental reviews, developing methods to weigh the short-term risks against the long-term
benefits, and developing guidance to consistently apply the National Environmental Policy Act

(NEPA).

The Healthy Forests Restoration Act also contains numerous provisions to streamline the
process to avoid unnecessary and wasteful delays. It established a pre-decisional administrative
review process that serves as the sole means by which a person can seek administrative review
regarding an authorized hazardous fuels reduction project on National Forest Service land. It
limited the number of alternatives to be addressed during environmental review to three (whereas
there were no limits previously). It limited judicial review to only those issues raised during the
administrative process and allowed judicial review only after the administrative process was
exhausted. It limited the length of preliminary injunctive relief to 60 days, and made projects
subject to judicial review only in the U.S. district court for the district in which the federal land
to be treated is located.

Time of Transition From Old to New System

With the creation of these new and improved tools to streamline the environmental
review and appeals process, land management agencies are in a time of transition. Progress is
being made, though the administrative process remains slow and plagued by appeals, litigation
delays, and other problems. As of July 2006, the Forest Service has used the new aunthorities
provided in the Act to treat only 77,000 acres,” while 20 million acres were targeted for treatment
by the Act. However, the rate of treatment under the Act is slowly increasing as land
management agencies learn to use the new tools. In 2005, the Forest Service treated 23,000
acres under the HFRA authority; this year, the Forest Service expects to treat 90,000 acres under
the new law.”> Forest restoration efforts conducted under the separate authorities of the

2 USDA/Forest Service, June 2002.

? Public Law 108-148.

4 Billings Gazette, “Fire Prevention Efforts Too Slow, Senators Say,” July 20, 2006.

? Dale Bosworth, Chief, U.S. Forest Service, testimony before the Senate Energy and Natural Resources Committee,
Tuly 19, 2006. The 2006 numbers were provided by the U.S. Forests Service.
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President’s Healthy Forest Initiative have also been slow, but improving. In 2005, the Forest
Service treated 100,000 acres under the Initiative, and expects to treat 130,000 acres this year.6

It is important to remember, though, that hazardous fuels reduction projects are still
conducted under the old system that existed, with all its deficiencies, prior to the creation of the
new healthy forests tools. In 2005, a total 4.2 million acres were treated, nearly all pursuant to
the old system.” This is due to the fact that numerous projects are ongoing and were initiated
before the new healthy forest tools were implemented in 2003; their project-specific
environmental reviews have been on the books for years. For example, prescribed burns in the
southern United States must be conducted on a yearly basis because of the growth rate of
vegetation in the South, and the necessary environmental reviews were completed prior to 2003,
and continue to apply. There is no need to conduct another environmental review using the new
healthy forest tools. These prescribed burn projects in the South account for about 2 million
acres of treatments per year. Other large, multi-year projects that began before 2003 also are
conducted under existing project-specific environmental reviews. Once these projects are
completed, the environmental reviews will have run their course. All new hazardous fuels
reduction projects will have to undergo new environmental reviews, which will be completed
using the new, streamlined healthy forests tools.

The new healthy forest authorities are not hindering work from proceeding under other
authorities but are augmenting that work and becoming a larger portion of that work each year,
as noted above. Each year the total number of acres treated continues to increase, and is
projected to reach 4.6 million acres in 2007. The Forest Service also continues to put more acres
into the administrative process pipeline. Its current Healthy Forests Report shows that there are
currently 555,000 acres in the planning stage.®

The transition from the old cumbersome system is underway, but the Forest Service is

nowhere close to treating the 20 million acres targeted by the Act. The problems that hinder
progress are outlined and discussed below.

Statutory Impediments to Effective Forest Restoration

This section will describe the various legal impediments that delay hazardous fuels
treatment and propose solutions to these impediments.

Continued Litigation Burdens Slow Forest Treatment

Although the Healthy Forest Initiative and Healthy Forests Restoration Act have
provided some relief from burdensome litigation and helped speed up forest restoration, there are
still significant delays due in part to lengthy appeals. For example, prior to passage of the Act,
the Government Accountability Office found that about 58 percent of appealable decisions were

8 Dale Bosworth, July 19, 2006. The 2006 numbers were provided by the U.S. Forest Service. Bosworth stated in
his testimony that the Forest Service expected to treat 208,000 acres this year under HFI, but due to a heavy fire
season, it had to divert resources to firefighting.

" USDA/Forest Service, Overview of FY 2007 President’s Budget, February 8, 2006 — revised.

8 USDA, Healthy Forests Report, October 1, 2006.



appealed.’ It appears that the rate has hardly changed. According to Mark Rey, Under Secretary
for Natural Resources and Environment at the U.S. Department of Agriculture, half of the
projects initiated under the Act are under appeal, significantly slowing hazardous fuels
treatments.'°

Litigation remains a significant problem for another reason — nearly all projects
conducted under the laws are mixed projects. In other words, there are several components to
each project that fall outside the law’s authority and, instead, are subject to separate cumbersome
administrative processes, appeals, and litigation, slowing and even stopping many healthy forest
projects. Few projects are pursued only under the Act’s authority, so its reforms have limited
reach.

Recommendation: Addressing Excessive Litigation — Attorney’s Fees

Congress can address the burdens of excessive litigation by examining the attorney’s fee
provisions that govern this area of law. Taxpayers have paid millions of dollars to environmental
groups in recent years due to fee-shifting statutes. For example, the Sacramento Bee has
reported that, in the 1990s, the federal government paid $31.6 million in attorney’s fees for 434
environmental cases, and the average award was more than $70,000 (with some in the millions
of dollars).!! By some reports, there are as many as 7,100 cases being litigated by the
Environment and Natural Resources Division of the Justice Department.'? It is reasonable to
assert that the availability of attorney’s fees creates a financial incentive to file lawsuits.

It is important to understand the source of the environmental groups’ “rights” to
attorney’s fees. Most citizen lawsuits against the federal government, including those brought
under the Administrative Procedures Act (APA), are covered by the fee provisions found in the
Equal Access to Justice Act (EAJA). The EAJA provides that “a court shall award to the
prevailing party other than the United States fees and other expenses . . . unless the court finds
that the position of the United States was substantially justified or that special circumstances
make an award unjust.”®> Thus, to be awarded attorney’s fees, the plaintiff must “prevail,” the
government’s position must #oz have been “substantially justified,” and awarding the fees should
not be otherwise “unjust.” The EAJA fee provision, especially insofar as it denies fees when the
government’s position was “substantially justified,” is designed to prevent the government from
litigating in bad faith, mounting absurd or frivolous arguments of its own in order to dissuade
citizen lawsuits. But if the government has good arguments — “substantially justified”
arguments — then no fees should be awarded.

The APA is not the only source of relief for environmental plaintiffs. Several
environmental statutes have even broader fee provisions,'* most significantly the Endangered

® GAO, Forest Service: Information on Appeals and Litigation Involving Fuels Reduction Activities, October 2003.
19 Mark Rey, testimony before the House Committee on Agriculture, November 15, 2005.

! Sacramento Bee, “Litigation Central: A Flood of Costly Lawsuits Raises Questions About Motive,” April 24,
2001.

12 Caspar Star Tribune, “Feds to Energy: Help fight these lawsuits,” June 16, 2004.

1328 U.S.C. § 2412(d)(1)(A).

' See attorney’s fee provisions for the following statutes: Endangered Species Act 16 U.S.C § 1540(g)(4); Air
Pollution Prevention and Control (Clean Air) Act, 42 U.S.C. § 7604(a); Federal Water Pollution Control (Clean
Water) Act, 33 U.S.C. § 1365(a); Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. § 9659(a); Emergency Planning and Community Right to Know Act (EPCRA) 42 U.S.C. §
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Species Act (ESA), which provides, “The court . . . may award costs of litigation (including
reasonable attorney and expert witness fees) to any party, whenever the court determines such
award is appropriate.”’> So, whereas a plaintiff bringing a case under the APA must meet the
thresholds described above, a plaintiff suing under the ESA must only convince the court that the
award is “appropriate.” This is a lower standard than in the EAJA, and — as the Supreme Court
has recognized — realistically means that the party need only achieve “some success” in the
litigation, even if the vast majority of the plaintiff’s claims fail on the merits.'® Nor is there any
protection for the taxpayer if the government litigates in good faith, making “substantially
justified” arguments. This rule has the practical effect of encouraging plaintiffs to broaden their
arguments and ask for far more than the law justifies, slowing the government’s forest protection
efforts and driving up costs to taxpayers through litigation.

First, Congress should conform the attorney’s fee provisions of the environmental
statutes used to challenge forest projects to those in the EAJA. The broad fee provisions of the
ESA (and other environmental statutes) give courts too much discretion, and do not adequately
protect tax dollars. The purpose of a fee-shifting provision should be to reward legitimate claims
and to force the government to litigate in good faith; it should not have the practical effect of
guaranteeing a court challenge to nearly every government action on behalf of the public good.
The Equal Access to Justice Act, as written, seeks to strike a balance that is lacking in many the
environmental laws.

Second, questions have been raised as to whether the EAJA is enforced properly by the
courts. Congress should investigate how the EAJA’s threshold tests — whether the plaintiffs
“prevailed,” whether the government’s position was not “substantially justified,” and whether a
fee award would be “unjust” — are enforced in court. Of particular concern is the interpretation
of the “substantially justified” prong, where some courts appear to be treating a position as not
substantially justified simply because it does not prevail in court. An egregious example arose in
a 2002 case in the Ninth Circuit, where the court held that the government’s position was not
substantially justified even when that position had prevailed in the district court before being
reversed on appeal.'” As Judge Alex Kozinski argued in dissent, “After today’s ruling, it’s hard
to imagine a case where the government will not have to pay fees after losing. The district court
adopted the government’s position, and we reversed only after noting there was no case directly
on point. If that’s not substantial justification, what is?*'® More investigation is necessary to
determine whether this is a problem deserving of statutory action. Congress may need to provide
greater definition to the terms of the EAJA to prevent courts from misconstruing the law’s text
and purpose.

11046(a)(1); Resource Conservation and Recovery Act (RCRA) 42 U.S.C. § 6972 ; Safe Drinking Water Act, 42
U.S.C. § 300j-8; and the Toxic Substances Control Act, 15 U.S.C. § 2619.

" See 16 U.S.C. § 1540(g)(4).

' Ruckelshaus v. Sierra Club, 463 U.S. 680, 688 (1983) (construing parallel language in the Clean Water Act).
' United States v. Real Property at 2659 Roundhill Dr., 283 F.3d 1146 (9" Cir. 2002).

8 Id. at 1156 (Kozinski, J., dissenting); see also United States v. Marolf, _ F.3d__, 794 (2002) (Fernandez, J.,
dissenting) (“turning out to be wrong is not enough to justify an award of fees”).
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Recommendation: Addressing Excessive Litigation — Bonding

Another approach to managing the flood of litigation is through bonding requirements.
This approach was recently demonstrated by federal judge Donald Molloy, a Clinton-appointed
U.S. district judge in Montana. In a lawsuit brought by several environmental groups to stop a
timber project in a beetle-infested area in Montana, the judge ordered plaintiffs to post a
$100,000 bond to cover the cost of delaying the project in the event that the project is allowed to
go forward. The judge explained that the bond would “ensure meaningful accountability” if the
appeals court upheld his ruling that the project served the public interest and should proceed. If
the environmental groups lose the case, they lose the money posted.’® Due to the procedural
intricacies of the case, the bond was never actually posted, nor was the required posting of the
bond repudiated by a higher court or by Judge Molloy himself*°

Bonding requirements will not be appropriate in all cases, but in Judge Molloy’s
decision, he recognized that, at times, such measures will be necessary to ensure that litigation is
not used as a costless delaying tactic. Given the criticism that greeted Judge Molloy’s ruling, as
well as the Ninth Circuit’s generally pro-plaintiff approach in environmental cases, Congress
should make clear that nothing in federal law should be construed to prevent federal courts from
requiring bonds in appropriate cases. This tool to ensure a just litigation process should remain
available to the courts.

Use of Categorical Exclusions Threatened

The National Environmental Protection Act (NEPA) provides for public participation in
resource management decisions and their potential environmental impacts. This participation
includes a notice, comment, and appeal process, culminating in the creation of an environmental
assessment or environmental impact statement. NEPA also provides a mechanism, known as a
categorical exclusion, for “a category of actions which do not individually or cumulatively have
a significant effect on the human environment . . . and for which, therefore, neither an
environmental assessment nor an environmental impact statement is required.”?! The rationale
for these “categorical exclusions” is to avoid a lengthy administrative process for
environmentally insignificant projects.

A categorical exclusion is not just something that the Forest Service or other resource
agencies can invoke on a whim, but is itself developed through an extensive rulemaking
exercise.”? It begins with the agency gaining experience with certain categories of activities
through numerous environmental assessments and hands-on experience and, through that
experience, determining that such activities pose no significant environmental impact. At that
point, the agency pulls together the data collected from previous environmental assessments and
proposes a categorical exclusion, which is then subjected to a public notice and comment period
and an administrative appeals period. Individuals or groups can challenge a project as not fitting

¥® Native Ecosystems Council vs. Kimbell, Docket No. CV 05-110-M-DWM in District of Montana. See in
particular, order dated 12/20/05. See also, dssociated Press State & Local Wire, Judge orders environmental groups
to post bond in logging case,” December 23, 2005.

2 Native Ecosystems Council vs. Kimbell.

*1 40 CFR 1508.4.

%2 Rey, November 15, 2005.



within a categorical exclusion or they can challenge the categorical exclusion itself. Thus, public
participation is still permitted, but only insofar as the categorical exclusion is concerned; the
project itself is not subject to the full administrative process.

The effectiveness of categorical exclusions was threatened recently by a federal court
decision of the Ninth Circuit in San Francisco. In Earth Island Institute vs. Del Pengilly,
environmental groups argued that all projects covered under categorical exclusions are subject to
notice, comment, and appeal.® The court did not disallow categorical exclusions per se, but
found that the projects conducted under many of the existing categorical exclusions must be
subject to notice, comment, and appeal. This holding effectively eviscerated the usefulness of
these categorical exclusions. These activities include, but were not limited to, prescribed burns,
thinning, and other activities related to hazardous fuels reductions. The whole point of
categorical exclusions was to eliminate the unnecessary burden on the government for
environmentally insignificant projects.

The impact of this ruling is that the notice, comment, and appeal process could add up to
135 days to the approval process. If the level of public interest and comment is high, then an
appeals period, which could be as long as 105 days, would be required. The Forest Service has
determined that, as a result of the Earth Island Institute case, more than 800 projects became
subject to notice, comment, and appeal, affecting 900,000 acres of hazardous fuels reduction
projects for FY2006 alone.**

Recommendation: Re-establish the effectiveness of categorical exclusions

To re-establish the effectiveness of categorical exclusions, Congress should explicitly
exempt categorical exclusions from the Appeals Reform Act. The House Committee on
Agriculture has offered legislation (H.R. 4091) to ratify part 215 of title 36 of the Code of
Federal Regulations. The legislation explicitly states that “procedures for legal notice and
opportunity to comment do not apply to...projects and activities which are categorically
excluded from documentation in an environmental impact statement or environmental
assessment....”> The bill asserts that this regulation is in full compliance with the public law
establishing the Forest Service’s decision-making and appeals process.?®

Barriers to Effective Stewardship Contracting

Stewardship contracting could be a very useful tool to expedite forest restoration projects.
Authorized in the Omnibus Appropriations Act for FY2003, stewardship contracting allows
federal agencies charged with managing U.S. forest lands to enter into contracts or agreements
with communities, non-profit organizations, or private businesses (referred to as “contractors” in
the following discussion) to perform services, such as mechanical thinning, in exchange for
forest and rangeland products. Much of the timber product removed during mechanical thinning
is of little value, so allowing contractors to remove some valuable timber products helps pay for

#  F.3d._, 2006 WL 2291168 (9" Cir., Aug. 10, 2006).
24 Rey, November 15, 2005. Here, Rey is referring to the 2005 district court opinion.

2336 CFR 215.4.

%Section 322 of the Department of the Interior and Related Agencies Appropriations Act, 1993 (Public Law 102-

381).



the otherwise prohibitive costs of mechanical thinning projects. Stewardship contracting has
been used successfully on several forest health projects, but has been limited in scope.

There are several reasons why stewardship contracting is not used as extensively as it
could be. Two major impediments are inadequate contract lengths that discourage the
participation of potential contractors, and federal regulations that discourage more extensive use
of stewardship contracting by the Forest Service.

First, the maximum term of a stewardship contract was set at 10 years in the
appropriations act, which is too short to induce many potential contractors to bid on contracts.”’
Many contractors, who might otherwise be interested in entering into a stewardship contract,
would not be able to recover their costs even during a 10-year contract length, because their
amortization schedules are much longer. For example, manufacturers of engineered wood
products (which could put to good use the small-diameter, low-value, lumber produced from
mechanical thinning) cannot recover their upfront capital costs in 10 years.?® Because of high
transportation costs, it is often not economical to haul the wood to existing plants, so new plants
need to be constructed near the raw resources. By extending the available contract term, more
businesses would be willing to enter into stewardship contracts. One contractor has suggested,
“A 10-year contract might be feasible if the investors were assured of an automatic renewal for
another 10 years if the conditions of the first contract were satisfactorily completed.”29

Another reason stewardship contracts are not used more extensively is a costly
requirement related to the obligation of agency funds. Multi-year contracts may be subject to
cancellation by the federal government, thus federal acquisition regulations require civilian
agencies that enter into such contracts to obligate funds to cover the “cancellation costs” of
contractors in the event of cancellation. The purpose of the regulation is to protect contractors
from the financial risks of project cancellation. The funds “must be sufficient to cover any
potential cancellation and/or termination costs.. .3% These costs are based on the agency’s best
estimate of the portion of the contractor’s investment that cannot be recouped if the contract is
cancelled. This may include the cost of equipment, training, and other sunk costs assumed by
contractors.

A Forest Service briefing paper explains that this requirement “serves as a disincentive to
a [federal public lands] manager opting to perform stewardship contract work on a multi-year
contract basis.”®! Indeed, as a result of this regulation, of the 206 stewardship contracts the
Forest Service entered into, only one is a multi-year contract. The other 205 are one-year
contracts and not subject to the same requirement. In the one multi-year stewardship project that
the Forest Service has entered into — the White Mountain Stewardship project in the Apache-

27 R. Wade Mosby, Senior Vice President, Collins Pine Company, testimony before the House Resources
Committee, Subcommittee on Forests and Forest Health, April 27, 2006.

28 Mosby, April 27, 2006.

% Mosby, April 27, 2006.

% See Federal Acquisition Regulation 17.104(c).

1 U.S. Forest Service, Southwest Region, Contingency Liability Requirements Limit Use of Stewardship
Contracting Authority (undated briefing paper). Also see, U.S. Forest Service, Stewardship Contracting Assessment,
(prepared by David MacCleary), November 23, 2004 for further reference to the problem with the cancellation
ceiling.
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Sitgreaves National Forests in Arizona — it had to obligate $500,000 to cover cancellation costs.>>

That is a half million dollars that was not available for other projects.®® It is not hard to see that
numerous multi-year contracts would have a large budgetary impact on the Forest Service, and
explains its preference for one-year contracts.

Recommendation: Cover cancellation costs from current appropriations

Because Forest Service budgets are limited, the amount of money that can be tied up in
reserve funds to cover cancellation costs is also limited and the number of stewardship contracts
that can be entered into is restricted. It has been recommended that the Forest Service’s
contingent liability be managed on something other than a project-by-project basis.>* The
Department of Defense, which has engaged in multi-year contracting for decades, is not required
to obligate funds to cover the cancellation costs in the event of a project cancellation. The DoD
pays the cancellation costs from one of three sources:

e “appropriations originally available for the performance of the contract concerned;

e ‘“appropriations currently available for procurement of the type of property
concerned, and not otherwise obligated; or

e “funds appropriated for those paymen’cs.”35

In other words, the DoD is expected to pay costs to contractors in the event of a project
cancellation, but it does not have to set aside money up front to cover those costs. Instead, it is
allowed to cover those costs upon cancellation out of current appropriations. Similar language
could be adopted for stewardship contracting, especially since project cancellations are rare.

Recommendation: Reduce obligation to cover cancellation costs

Another possible solution would be to establish a reserve fund to cover potential
cancellation costs of all stewardship contracts on a fractional basis. Since most projects are not
cancelled, there is no need to obligate funds to cover the full potential cancellation costs of each
project. It should be sufficient to obligate only a fraction of the total potential liability of all
projects, based on past cancellation percentages. The Forest Service says that only five percent
of stewardship contracts have been cancelled. However, since nearly all stewardship contracts
are one-year contracts, this number may not translate to multi-year contracts. Additional
analysis of, and experience with, multi-year contracts may be needed to ascertain the correct
number. However, DoD’s experience with multi-year contracts (which expose contractors to far
greater financial risk) suggests that a similar approach would work well within the context of-
stewardship contracts.

32 This is actually a fairly low number, because the successful offerer (contractor) that was awarded the contract did
not have to make any investments in equipment or facilities. Situations where the successful offerer must make
large capital investments the reserve fund would have to be much larger for the given project.

¥ U.S. Forest Service, Southwest Region, (undated briefing paper).

34 U.S. Forest Service, Southwest Region; and Douglas C. Morton, Megan E. Roessing, Ann E. Camp, and Mary-L.™
Tyrrell, Assessing the Environmental, Social, and Economic Impacts of Wildfire, Yale University, School of
Forestry & Environmental Studies, Global Institute of Sustainable Forestry, May 2003.

%310 U.S.C. 2306b.

3 According to the Forest Service, about five percent of stewardship contracts are cancelled.
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Administrative Impediments to Effective Use of Existing Tools

Federal land management agencies must ensure that existing tools are used effectively to
address forest health issues. To the extent necessary, Congress can step in and provide guidance
or legislation to aid the agencies in these efforts.

Emphasize Treatment over Suppression

The agencies responsible for managing the nation’s forests must give higher priority to
fuels treatment over fire suppression, and Congress can encourage this change through
appropriations. A new study by researchers at the School of Forestry at Northern Arizona
University found that the cost of treatment (hazardous fuels reduction) is less than the costs
associated with not reducing hazardous fuels.?” The study found that, “continuing the current
policy of favoring fire suppression over prevention does not represent a rational economic
choice. All with-treatment scenarios had lower present-value of costs than the no-treatment
alternative.”*® The study also states, “Using conservative economic values, we found that
avoided future costs justify spending $238 to $601 per acre for hazard reduction treatments in the
southwest.””

In another study, the Rural Technology Initiative (a partnership between the University of
Washington College of Forest Resources, and Washington State University, Department of
Natural Resource Sciences and Cooperative Extension) tallied the wildfire costs avoided —
including those associated with fire fighting, timber and facilities losses, regeneration and
rehabilitation, and others — through hazardous fuels treatments, then subtracted the treatment
costs and found that for forests at high risk from wildfire, the net benefits from hazards fuels
treatment is $1,483 per acre. For moderate-risk forests, the net benefit is $688.*° These findings
confirm those of other studies showing that treatment costs less than suppression.*’ Yet, the
Forest Service’s FY2006 enacted level included approximately $282 million for hazardous fuels
treatment versus $690 million for fire suppression.” This funding imbalance displays misplaced
priorities.

Clarify Confusion Over the Appropriate Use of Performance and Payment Bonds

Federal land management agencies also need to ensure that they are correctly applying
federal acquisition regulations, with regard to performance and payment bonds. For some types

*7 G3.B. Snider and P.J. Daugherty, “The Irrationality of Continued Fire Suppression: An Avoided Cost Analysis of
Fire Hazard Reduction Treatments Versus No Treatment,” (in review) Journal of Forestry. This paper is initially
presented at the Ecological Restoration of Southwest Ponderosa Pine and Pinyon-Juniper Ecosystems, a joint
meeting of the Southwest and Intermountain Sections of the Society of American Foresters in St. George, UT, May
11-13, 2005.

38 Snider and Daugherty, (in review).

* Snider and Daugherty, (in review).

“® Larry Mason, Bruce Lippke, and Kevin Zobrist, “Investment in Fuel Removals Avoid Future Public Costs,” RT/
Fact Sheet, May 2004.

1 See, S.J. Pyne, P.L. Andrews, and R.D. Laven, Introduction to Wildland Fire, John Wiley and Sons Inc., New
York, 1996; P.J. Daugherty and G.B. Snider, “Ecological and Market Economics,” in Ecological Restoration and
Ponderosa Pine Forests, P. Friederici (ed.), Island Press, Washington, D.C., 2003.

“2 Figures provided by the Office of Management and Budget.
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of federal contracts (generally construction contracts), contractors are required to post
performance and payment bonds to ensure adequate performance of the contract. In general,
performance and payment bonds are not required for service contracts, though there are
situations where they may be permitted.43 There is some confusion on this policy within the
Forest Service, as there have been complaints, particularly from smaller operators, that the
bonding requirements are too cumbersome and limit their ability to work on Forest Service
contracts. According to one contractor, “The Forest Service must modify its contractual
requirements to reduce the need for bonds or small businesses will find it difficult to finance
work on Forest Service contracts.”** The Forest Service needs to ensure that its field managers
understand the policy regarding performance and payment bonds to avoid imposing unnecessary
requirements on potential contractors.

Conclusion

Millions of acres of U.S. forests continue to be at high risk from catastrophic wildfire,
due to overgrowth, disease, insect infestation, and weather-related damage. Administrative and
legislative solutions are available to enhance the effectiveness of existing authorities to ensure
the restoration of the nation’s valuable forests, and they should be pursued.

RPC Staff Contact: Paul Georgia, Energy and Environment Analyst, 224-2946

“* See Federal Acquisition Regulation 28.103.
“ Gary Erickson, Manager, Bighorn Lumber Company, Inc., testimony before the Senate Committee on Small

Business and Entrepreneurship, February 19, 2004.
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MT: In debate, Sen. Burns (R) says Pres. Bush has plan to win war in Irag, but “he’s not going to tell everyone in
the world" what it is.

NJ: Kean (R) lends his campaign $400,000, giving him approx. $5 million on hand to Sen. Menendez's (D) $5.5
million.

OH: CBS/New York Times poll shows Rep. Brown (D) leading Sen. DeWine (R), 49%-35% (-14).
GOVERNOR

CO: Rep. Beauprez (R) says that it was “an extremely credible informant” who provided him with info. on Ritter's
(D) plea bargains with illegal immigrants, and that his campaign didn't break any laws in obtaining the information.

GA: Strategic Vision poll shows Gov. Perdue (R) leading Taylor (D), 50%-36% (+14); essentially unchanged from
51%-38% (+13) on 9/24.

OH: CBS/New York Times poll shows Rep. Strickland (D) leading Blackwell (R), 54%-29% (-25).
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Q Mr. Vice President, we really appreciate your meking this time
in a very busy season. You've had a very energetic, aggressive campaign
gchedule. I was interested in how it's different campaigning for House
and Senate members, as opposed to campaigning for yourself. And when we
were out the other day in Kansas and Louisiana, we noticed you didn't
have the grandchildren. That was a little change from 2004.

THE VICE PRESIDENT: Well, it is different when you're deoing it --
your own name is on the ballot. And of course, I did that, what, I
guess six times when I ran in Wyoming, and then twice ag Vice
Pregident. And I will say that's more fun. I've sgtill got a lot
invested in what I'm doing now. But I've done a lot of this over the
yvears. Obviously, when I was in Congress, part of the leadership, I
campaigned for colleagues all the time.

After I left the Pentagon in '93, in the '94 cycle, I did a lot of
it. But still, it's a chance to get out. It's participating in what I
think is one of the unique and distinguishing features of our
civilization where we pick our leaders, hold them accountable. And so
I've always enjoyed it.

There's the rap on me, occasionally, Cheney doesn't have any fun
out on the campaign trail. It's not trxue. I do enjoy it. And we have
oftentimes over the years turned it into a family enterprise. When I
ran for Congress the first time was in an RV that my dad drove. Mom
cooked. Lynne and I and the girls campaigned.

And when I ran for Vice President twice, it was very much a family
enterprise. ' Daughter Mary was my aide de camp the first time out. Liz
did all the debate prep, ran that whole operation for me. Second time
around, Mary was in charge of VP operations for the campaign, and Liz
did the debate prep again. So it has been an important part of my life,
and I've enjoyed it. And I'm enjoying this, although I do loock on it as
sort of this is the last time I'll go out and do -- what, I think it's
114 campaigns so far.

Q Goodness. And do you miss your grandchildren?



THE VICE PRESIDENT: Yes, you don't have them on the campaign trail
this time around. Part of that is it's just a lot tougher; they're in
school. There was a legitimate excuse to take them out of school when I
was on the ballot —-- (laughter) -- and it was truly a family
enterprise. And we did a lot. They liked to campaign with us.

The other day, as a matter of fact, Liz drove by the house here
with the two older girls, Kate and Elizabeth. And they said, let's stop
in and see Grandma and Grandpa. And Liz explained, no, we can't,
they're out campaigning.

And their response was, what, without us? (Laughter.) They
enjoyed very much being a part of it, loved the crowds and rallies, and

so forth.

Q Mr. Vice President, you mentioned the investment that you have
in this. What do you think a Democratic House would be like? What do
you think a Democratic Senate would be like?

THE VICE PRESIDENT: Well, I don't expect that to happen. I'm
optimistic that we're going to hold both the House and the Senate. One
of the things I do talk about on the campaign trail. is the importance of
what we've been able to do with tax policy. How our changes in tax
policy -- especially in '03 -- stimulated a recovery that's generated
6.6 million new jobs. Just today, the Dow broke through the 12,000
mark, first time ever for the Dow Jones Industrials. I think a lot of
that goes back to what we were able to do with cutting taxes on
investments, on dividends and cap gains and so forth. All of that is at
risk if there were to be a Democratic Congress.

I talk about the fact that Charlie Rangel, for example, has
announced that he doesn't think a single one of the Bush tax cuts ought
to be extended. The fact is, of course, it's going to take an
affirmative act by Congress to extend those cuts. They're going to be
sunsetted here. We'll go back to the old rates unless there is action
by the Congress. And I think, clearly, if Charlie Rangel were to be
Chairman of the Ways and Means Committee, he would put at risk --
because of his beliefs; he just fundamentally disagrees with those tax
policies -- he would put at risk some of the best economic policy this
nation has seen in a long time. It has produced phenomenal results for

the economy.

Q Mr. Vice President, how badly do you think the Mark Foley
scandal has hurt your Republicans candidates, House and the Senate?

THE VICE PRESIDENT: I don't think it's hurt our candidates
generally. Obviously, it's a terrible situation. I think appropriate
action has been taken. Investigations are under way to find out what's
happened and so forth. The place where it's likely to have an impact,
clearly, would be in Foley's district. He's not running for reelection,
and they're trying to work out an arrangement so somebody else can run



for that seat. But beyond that, I don't sense that it's the kind of
issue that has an impact on Wyoming or Florida -- it clearly does in
Florida, but in Wyoming or California or Texas, for example.

Q Mr. Vice President, while you cited the economic record and
certainly the people who would applaud this administration for the
success, history will probably judge it on its international
accomplishments. How do you think -- or how would you like history to
judge this presidency or this administration?

THE VICE PRESIDENT: Well, I think -- my guess is that the judgment
will be very favorable. And I say that primarily because of what we've
had to deal with, the fact that we inherited a situation, obviously,

where the ~- all the planning and preparation for 9/11 was underway, and
then 9/11 itself sort of, in effect, has'shaped the context within which
we've governed. It has been -- 9/11 and the aftermath have really been

sort of the dominate feature of the landscape, if you will, that we've
had to steer our way through during the course of this administration.
And I put that within the broader context of the global war on terror.

We went from a situation where in the '90s I think generally
terrorist attacks were looked upon as law enforcement problems. And
what 9/11 brought home to everybody was, in fact, we were at war. Our
adversaries knew it before we did. They declared war on us back in the
'90s, but the U.S. didn't really respond on a strategic level until

after 9/11.

And with 9/11, we have been very aggressive in terms of both
carrying the fight to the enemy, going after the terrorists, going after
the state sponsors of terror, going after those who could conceivably
equip the terrorists with deadlier technologies than they've used
before. The ultimate threat here isn't 19 guys armed with airliners;
it's 19 guys in the middle of one of our cities with a nuclear weapon.
That's the ultimate threat we have to deal with these days. And all of
that was brought home by 9/11.

I think it also needs to be evaluated in terms of what's happened
here at home, and the fact that we have now for more than five years
successfully prevented another attack on the homeland. But nobody can
promise there won't be another one. It's not that kind of proposition.
But there is no question but I think any objective observer will look at
it and say, on 9/11 we lost 3,000 people to 19 guys who had box cutters
and airline tickets and obviously took us by surprise, took the nation
by surprise, demonstrated our vulnerability, if you will.

But since then, in spite the fact that there have been attacks
around the world, and that there have been numerous attempts here to
mount attacks against the United States, through the measures we've
taken -- the Terrorist Surveillance Program, the Patriot Act, the
detainee program that we run through the CIA -- all of those things have



allowed us to successfully fend off any further attack against the
homeland. That's a remarkable achievement.

If you'd have asked in the month after 9/11 what the prospects were
for going five years without another attack here at home, I don't think
anybody would have been willing to give you very good odds -- expected
that there clearly was going to be another attack. So if you put all of
that together, I think we've been very successful.

I think if you look at Afghanistan and what it was over five years
ago, 8ix years ago, a safe haven for al Qaeda; a location for training
camps that trained 20,000 terrorists in the late '90s, that situation
has significantly improved -- still got a lot of work to do; still got
significant problems there. But the Taliban regime is gone. Karzail is
in. There's been democratic elections, a new parliament sworn in, new
constitution.

In Irag, we've made progress, too. It's still very tough going --
without question, but Saddam Hussein is on trial. His government has
been taken down. We've had three national elections, a new constitution
written. The current government -- which has got a lot of heavy lifting
to do -- has only been in power about five months; and so we've still
got, say, difficult days ahead. But I think we're far along from where
we were, and at the same time, we've been able to successfully defend
the homeland against further attacks by al Qaeda. It's a pretty good
record.

0 Mr. Vice President, there have been a number of stories about
your changing role. Is it shrinking? Is it enlarging? Are you in
charge of everything? How has your role in this White House evolved
over the past six, seven years? How have your assignments changed?

THE VICE PRESIDENT: They haven't really changed that much, I don't
believe. It's a unique kind of role, a different kind of role. When
you're Vice President, you don't run anything. Basically, I serve as an
advisor to the President. I've got some great people working for him.
And one of the things that I think is unique about the way we've
operated is that my staff operation is pretty thoroughly integrated with
that of the West Wing, and the President. .

We've worked hard to make certain you don't get the traditional
kind of splits that you will between the White House staff and the vice
presidential staff. And part of that is because I've made it clear I'm
not running for office myself when this is all over with, that I'm there
to serve the President, and because we've worked hard to keep the press
operation integrated, and the congressional relations operation
integrated and so forth, and my people have been an integral part of the
White House staff. That's different than the way it's worked in most

White Houses.



Over time, I've spent my time on those things the President wants
me to spend time on, or has asked me to. I spend a lot of time on
national security matters, which is an interest given my background as
Secretary of Defense, on the Intelligence Committee and so forth. And
that's clearly where he's spent a lot of his time, as well, too.

I spend a fair amount of time on Hill matters. Part of that is
because of my background in the House of Representatives, and part of it
because my continuing job as Vice President is in the Senate. Most
people don't realize I'm actually on the Senate payroll. That's where
my paycheck comes from.

Q You might start spending a lot more time up there.

THE VICE PRESIDENT: No, I don't know about that. (Laughter.) But
I enjoy the Congress very much. And at one time thought that's where I
was going to spend my career. And so I've been able to do some good up
there and pitch in and help whenever I can, whenever it makes sense.
I'm an extra set of hands. But I don't see that the role has changed
all that much.

Q Mr. Vice President, do you feel like you're less visible or
more visible internally than you were when you all started on January
20, 200172

THE VICE PRESIDENT: Probably less visgible now. But when we
started, and we went through that -- what was it, 35, 36-day recount
period -- and then set up the transition, initially, I had a very
visible role because the President asked me to come to Washington and
set up the transition, and start that process. We didn't have anybody
else on board in terms of any other Cabinet members. So they were all
new as we brought them in. And there was, I think, understandably a
higher profile when you've only got a few people running around. The
administration is just getting formed.

Over time, though, I think everybody settled in pretty well. And
there are some things I do that require a certain amount of visibility.
Some of what I do, frankly, I do best in private in terms of people I
talk with, sometimes negotiations on sensitive matters with members of
Congressg; the advice I give the President. So I don't talk a lot about
the kind of advice I give the President, and sometimes the conversations
I have with foreign leaders. I make my input quietly. I don't carry a
high profile in the press.

On the other hand, if it's campaign time and I'm out doing 114
campalgn events, then obviously that's going to generate a certain
amount of visibility.

Q You and the President, this administration seems -- based on
public opinion polls -- gseem not to get the credit it deserves,



certainly you probably feel that way, for the economy. Why is that? Is
it the gas prices? Is it the housing bust? Is it Irag?

THE VICE PRESIDENT: I think the economy is important, and
important from the standpoint of public opinion, and public attitude.
My belief is that it will have an impact on the election, and that, in
fact, for most people things are pretty good. That doesn't mean it's
perfect out there by any means. But I think back over all the years
I've been involved in elections -- going back I guess, to the mid 60's -
running, what, eight times as a candidate myself, and involved in a lot
of others as staff capacity and so forth, I'm hard put to think of a
time when the economy was in better shape than it is right now.

We're in one of the best economies that we've had in recent times.
Employment is at an all-time record high. Home ownexship is at an all-
time record high. Productivity has been phenomenal. The stock market
is just hitting new highs. Employment numbers are up again -- 6.6
million jobs in three years. There isn't any way you can look at the
economy and not conclude that, in fact, things are going very well. And
it's also I think testimony to the resilience of our economy the shocks
that we've weathered over that period of time.

We have been at war. We've had to spend a lot of money on defense
and homeland security. We did go through the aftermath of 9/11, which
dealt a significant blow to the economy. We had a recession when we
came in. We had Katrina that was one of the worst natural disasters in

history.

And in spite of all that, the economy is ticking along at an all-
time high. That's testimony, I think, to the basic fundamental
resilience of our system to the entrepreneurial genius of the American
people, to the free enterprise system and the extent to which markets
work. And ours works very well and very ably, in spite of the body
blows that have been delivered to it at various times. And I think also
obviously some of it is due to good policy.

Now, do we get enough credit for that? I don't know. I suppose
any public figure will tell you we never get the good credit we deserve
and probably don't get all the criticism we deserve either. It balances

out.

Gasoline prices have had a big impact, but now they're headed in
the right direction. And I think that's to our benefit, as well, too.
People when they go to the pump a couple times a week and f£ill up the
tank, they see what the price of gascline is, and that becomes a
barometer against which they judge how things are doing. My dad used to
be able to tell you the price of a gallon of gasoline at every single
filling station in Casper, Wyoming. He knew it, and he always went to
the low-cost operator. There's a lot of folks out there like that.



But, of course, gasoline prices are headed in the right direction.
They've come down very significantly already. And so I think from the
standpoint of the economy, when the American people ask themselves about
how we've done, I think it's very good. And I also think if you look
forward from the standpoint of policy to the extent that this election
is going to have an impact, it is going to be policy. And I do think
there's a fundamental difference between the parties on taxes. They
know what our record is. They know what we believe. They've seen what
we've done with tax policy, and the result it has achieved. And I think
they know, as well, what the Democrats believe.

The Democrats didn't vote for those tax cuts that we put in place.
They opposed them. And Charlie Rangel has indicated he's opposed to any
extension of them at all. So I think it's a pretty clear choice, and I
think in order for someone to vote Democratic for Congress this year,
they have to say, yes, they're voting for a big tax increase because it
will happen -- as I say without any action by the Congress at all
because those tax provisions are sunsetted, and we have to extend them
if we're going to keep those rates.

Q Mr. Vice President, if we could turn to Irag. How long do you
think it will be before the average American sees going to Irag as a
good idea?

THE VICE PRESIDENT: I think that will all depend upon the final
outcome. I think it's difficult to judge, for people to judge week to
week. I think we've done the right thing. I think we're doing the
right thing now. I firmly believe that. The President firmly believes
it. I think the world is better off with Saddam Hussein in jail, on
trial than it would be if he were in power, especially in light of the
fact that right next door today in Iran, of course, you've got Mr.
Ahmadinejad off and running trying to develop nuclear weapons. The only
thing that would be more volatile is if you also had Saddam Hussein
trying to develop nuclear weapons in Baghdad.

So I think the results we've achieved to date -- establishing a
democratic government, getting rid of the old regime, closing down a
major state sponsor of terror, shutting off Saddam Hussein's practice of
making payments to the families of suicide bombers, et cetera. I think
we've done good work to get this far. It has been tough. We've got
more to do. It's going to be tough to finish the task, but I think it's
very important that we complete the task.

Q Mr. Vice President, do you think that in your lifetime going
to Iraqg will be seen as visionary -- widely seen as visionary?

THE VICE PRESIDENT: I do. And this is part of the debate we get
into about can you look at Iraqg without looking at the broader context;
and you can't. I don't see any way you can argue, for example, that
what happens in Irag isn't going to have an impact on Musharraf in
Pakistan, or Karzai in Afghanistan.



They key to a workable strategy in that part of the world against
al Qaeda, and the Islamic radicals that we're at war with, is to get the
locals into the fight. They've got to take responsgibility for their own
governments. They've got to take responsibility for their own
security. That's what's happened in Afghanistan and in Pakistan where,
obviously, we work closely with President Musharraf, having them come
down on the side of combating al Qaeda, and working with us in the
intelligence arena and so forth to capture and kill al Qaeda has been
absolutely essential -- same thing in Saudi Arabia.

You could imagine what happens if we were to do what some of the
Democrats want, withdraw from Irag, to a man like Karzai or Musharraf,
who in effect -- there have been three assassination attempts on
Musharraf. He puts his life on the line every day when he goes to
work. The hundreds of thousands of men in Afghanistan and Irag who
signed on for the security forces to fight on our side, in effect,
against the evil ones; the overall attitude of the millions of people in
Afghanistan and Irag who have gone to the polls and risked their own
lives in order to vote and participate in a newly created democracies,
and suddenly the United States says, well, gee, it's too tough in Iraqg,
we're going home -- you cannot separate out Iraq from that broader
global war on terror. Bin Laden has made the point repeatedly that Irag
is now the central front in the war on terror.

Q But hasn't he made that point because we're there? If we
weren't there, would he be making that point?

THE VICE PRESIDENT: The fact of the matter is we are there, and it
is the central struggle at this point. But there's no reason in the
world we can't succeed. There's no reason in the world this government
-- which has only been in business five months -- can't ultimately be
successful. It's our job to stay there as long as we have to help them
get it right. But we don't want to stay a day longer than necessary.

But this is just a vital point for us to keep in mind, that this is
a global struggle, that the terrorists have bet from the beginning their
only strategy is to be able to break our will. They can't beat us in a
gstand-up fight. They never have. They go back and they cite evidence
of Beirut in 1983 and Somalia in 1993, when they killed Americans and
then Americans withdrew. They believe based on their experience in the
'90s they could strike us with impunity, and that if they killed enough
Americans, they could change American policy. They're trying to break
our will. They think we don't have the stomach for the fight.

For us to do what the Democrats -- some Democrats -- have suggested
in Iraqg would simply wvalidate that strategy, would simply say to al
Qaeda, you're right. And all it would do is encourage more of the same.

Q Isn't what's happening in Irag, though, not about al Qaeda
principally, but about sectarian war and civil war, the potential for



civil war? Aren't we on the verge in Irag of occupying a country that's
being torn apart in a civil dispute, a civil war?

THE VICE PRESIDENT: There's no question what there is sectarian
violence now, but remember how we got to sectarian violence: al Qaeda.
That was their strategy to launch attacks against the Shia, to kill Shia
until they could generate some kind of a response. 2And there's no
question but what there's sectarian Shia-on-Sunni violence today. But
just because it's tough doesn't mean it's not worth doing.

And the lesson we should have learned with 9/11 is that there may
have been a time in our history when we could withdraw behind our
borders and be safe and secure here at home. That day passed on 9/11.

When we saw the damage that a handful of men could do -- trained in
Afghanistan in the remote training camps of Afghanistan, aided and
abetted -- a planning cell in Hamburg, Germany, and end up here killing

3,000 Americans that morning, and when we think of the ultimate threat
of deadlier weapons than they had that day, the idea that we can turn
our back on the Middle East and walk away from a state that could
conceivably become a safe haven for terrorists or another area where
they can train and plot and plan, that went out the window on 9/11. We
have to be concerned with what's going on in that part of the world.
And going on offense, as we have, I'm convinced is one of the things
that has kept us safe here at home.

Q Mr. Vice President, to take your point about the Iragi people,
are you surprised or disappointed that the Iragi people have not done
more, more quickly or been more grateful to the United States?

THE VICE PRESIDENT: Well, I talk to a lot of Iragis, and the ones
I talk with have been very grateful and expressed their gratitude. They
also -- I think it's a measure of the extent to which they've been
beaten down during Saddam's years in power, especially the Shia, who are
the majority -- roughly 60 percent of the population, who are clearly
very heavily engaged now in the new government, but who were denied
their role all those years Saddam was in power, governed by a Sunni
minority, if you will -- and so beaten down, especially after the '91
episode where they rose up against the regime and then were slaughtered
in large numbexrs that it has been hard, I think, for them in some cases
to step forward and take on responsibility. But now they're doing it.
And it's risky business.

And you look Mr. Hashimi, who is one of the vice presidents, who
has lost two brothers and a sister to assassination, just in the last
few months. It's very risky business for people to step up over there
and take on major political responsibilities. We have to admire them
for being willing to do it. We need to help them and support them in
that enterprise. 2And I think ultimately they'll pull it off. They're
tough people. They're bright. There's a lot of work that needs to be
done. But I have -- I like Maliki. I think he's a good Prime
Minister. I think he's got what it takes to make this all work. And I



think we've got a lot invested as a nation in seeing that they're
successful. The world is going to be a safer and more secure place,
including right here at home in the United States if we get it right in

Iraqg.

Q Mr. Vice President, what do you want from Secretary James
Baker's Iraqg Study Group?

THE VICE PRESIDENT: Well, Jim is a good man. He's a close
friend. The President and I have a lot of confidence in him. Lee
Hamilton is a good man, too. I served with Lee on the House
Intelligence Committee back in the '80s. And I think they've got a good
panel. My old friend Al Simpson is a member of the group. They've been
doing a lot of work to study events in that part of the world, and we'll
gee what they produce. I haven't seen the report.

Q There's certainly a lot of talk in Washington that this will
give -- try to give for an exit strategy after the election.

THE VICE PRESIDENT: I know what the President thinks. I know what
I think. And we're not looking for an exit strategy; we're looking for
victory. And victory will be the day when the Iragis solve their
political problems and are up and running with respect to their own
government, and when they're able to provide for their own security.
And how we get to that objective is what we need to keep in mind.

Our strategy hasn't changed. Our tactics change from time to time,
and they have to adapt and adjust. And we're eager to have thoughts and
ideas from experienced people in terms of how we can move forward in
having the Baker-Hamilton group go put fresh eyes on the problem and
take a look at it. We think it's a valuable exercise. We'll see what

they produce.

Q Mr. Vice President, if you had to take back any one thing
you'd said about Iraqg, what would it be? '

THE VICE PRESIDENT: If I had to take back anything I've said about
Irag? Well, if you think -- thinking in terms of things that I've been
surprised by. I thought that the elections that we went through in '05
would have had a bigger impact on the level of violence than they have,
I guess, 1'd put it in those terms. I would have thought -- well, I
expressed the sentiment some time ago that I thought we were over the
hump in terms of violence, I think that was premature. I thought the
elections would have created that environment. And it hasn't happened

vet.

That's the other thing that I'd mention, too, and separate and
apart from that, and not really in response to your question. I'm
struck by the fact, as well, to come back to this notion that what's
being attempted here is to break our will. Friedman has got an
interesting piece today on it, i1f you saw Tom Friedman this morning



talking about the extent to which the enemy in this stage in Irag aim
very much at the American people, and public opinion in the United
States very sensitive to how to use the media to gain access through
technical means that are available now on the Internet and everything
else to create as much violence as possible, as much bloodshed as
possible and get that broadcast back into the United States as a way to
try to shape opinion and influence the outcome of our debate here at
home. And I think some of that is going on, too.

0 Mr. Vice President, are you satisfied with the intelligence
you're getting about Iran?

THE VICE PRESIDENT: I'm not going to talk about intelligence.
This is generally not a good road to go down. I don't talk about
intelligence, and I'm going to pass.

Q How much of your mind share do you think is going to be
occupied by Iran in the coming two years?

THE VICE PRESIDENT: Mind share? Is that a -
Q Kids today. (Laughter.)

THE VICE PRESIDENT: You mean what part of my storage unit is going
to be devoted to it? (Laughter.) Well, Iran is a very, very important
problem, and it's -- my guess is we'll be focused on it as long as we're
in office.

Q Do you think we'll have a military draft in your lifetime? Is
it possible that we would need one?

THE VICE PRESIDENT: I don't believe so. I'm a great believer in
the all-volunteer force. I think that's one of the best things we've
done in the last 40 years in this country. It produces a very, very
high-caliber military. People are serving because they want to serve.

I was down this week in Fort Campbell, Kentucky, the 101°%; a couple
of weeks ago with the 3rd Division down at Fort Stewart; down at Fort
Hood recently, with the 4th ID and the 3rd Armored Cavalry Regiment.
These are just remarkable men and women. And the all-volunteer force
has fundamentally transformed the services because they went from a
posture and organization where they didn't have to pay a lot of
attention to personnel policy because they could compel service. The
selective service system coughed up troops, and they put them in with
the units, and away they went.

When we moved to an all-volunteer force, we had to be able to
attract volunteers, and you have to be able to motivate them, and
provide them with the kind of opportunity for service, and to meet
basic, fundamental requirements, when they've got other options. It
fundamentally transforms the way they think about people, the way they



think about the organization. I think it's had an enormous impact on
the services, as well. Part of this comes from my time as Secretary of
Defense, and I'm a huge believer in the all-volunteer force.

We preserve the selective service system in the event there were to
be some catastrophic conflict that would require putting 20 million
people in uniform like we did in World War II, but I don't foresee at
this stage the likelihood of that.

0 Mr. Vice President, now that you're a wartime Vice President,
do you regret not having served in the military?

THE VICE PRESIDENT: No. I don't go back and lock at those
decisions. I’ve spent a lot of time over the years on these issues.
But I'm 65; I'd like to go back and do it all over again, but I made the
choices I made.

0 In light of the North-Korean tests, Mr. Vice President, is the
Nuclear Non-Proliferation Treaty system in trouble, and have nuclear
arsenals been revalued by countries that we worry about?

THE VICE PRESIDENT: I think we're at a time when there is going to
be a major test of the international community's ability and
determination to deal with the proliferation problem, and the test
obviously is North Korea and Iran. So far, I would say, with respect to
North Korea, I've been generally pleased with the way in which the
international community has come together in the last week or two after
the test by North Korea. The Chinese have been wvital in that process,
and they clearly have -- I think they've undergone a significant
transformation in terms of how they look at the problem. And the
unanimous vote in the Security Council, a pretty good set of
resolutions, sanctions under Title 7, the U.N. Charter, those are
positive signs.

The ultimate test though will be whether or not we can complete the
task of the de-nuclearization, if you will, of the Korean Peninsula, and
also get the Iranians to come into compliance with their obligations
" under the NPT and give up their aspirations to build nuclear weapons.
And the jury is still out, but this is sort of the ultimate test for the
U.N Security Council, or the ability of the international community to
come together and devise and put in place sanctions, implement those
sanctions, and enforce those sanctions, and achieve a result.

Q And if they fail?

THE VICE PRESIDENT: As the President said, we haven't taken any
options of the table.

0 Mr. Vice President; do you worry that North Korea's action and
the attention it's gotten will encourage that behavior by other states
that you worry about?



THE VICE PRESIDENT: Well, we'll have to see. The main one we
focus on clearly is Iran. We've had some success in this area with
Libyans getting ready to give up - they did give up their nuclear
materials, their centrifuges, weapons design, uranium feedstock. A lot
of that I personally feel was directly the result of what we did in
Irag. As we launched into Irag, they indicated a willingness to talk
about their weapons of mass destruction. And right after we dug Saddam
Hussein out of his hole, nine months later, then they went forward and
announced that they were giving it all up, and they've turned it all
over to us, and we've got all that material now.

We also were able to shut down the A.Q. Khan black-market network
that provided that, so we've had one great success so far in the
proliferation area.

But again, as I said, a lot of that is due directly to what the
United States and Britain did in Irag. And we'll see now whether or not
the U.N. Security Council, basically, is willing to step up. And there
is a test for that organization. If there's a problem, they ought to be
able to deal with this issue, the proliferation of nuclear weapons
technology to these regimes that clearly are a threat to their
neighbors. I don't know how it's going to come out diplomatically, but
we hope we can resolve it diplomatically.

Q Mr. Vice President, do you believe that we'll have a
confrontation with Iran before you leave office?

THE VICE PRESIDENT: I am hopeful we can resolve all these
differences diplomatically.

Q And may we ask two questions about the future? Mr. Vice
President, do you plan to hunt again?

THE VICE PRESIDENT: Yes, I do.

Q Why not run for President? You're younger than John McCain.
You look okay.

THE VICE PRESIDENT: I've got a lot of miles on me. (Laughter.)

Q Seriously, I mean is it -- there's nobody who could convince
you, you should? Certainly, there are people in the party would like to
see it.

THE VICE PRESIDENT: I looked at it very seriously, back in '94,
196 time frame, and I went out on the '94 election cycle, and I set up a
PAC. Dave Addington ran the political action committee for me. We
raised a bunch of money, and I campaigned all over the country that year
helping with the '94 effort. And then -- with the understanding that
I'd sit down at the end of that period of time, which I did --



Christmas, that year, and decide whether or not I really wanted to run
myself, and I concluded I did not, that I wasn't prepared to do all
those things I'd have to do to be a candidate, and that I'd had a great
25 years in public life, and it was time to go pursue private life.

Shortly after that, Halliburton came along, and I enjoyed running
Halliburton, spent five years in Dallas. The President persuaded me to
come back. I'm glad I did. I don't regret that for a minute, but
that's different than making a decision -- ready to jump into the arena
out there and run for President. And I really think my -- the value of
my service in this administration had been in part because I haven't had
my own agenda. I'm not worried about how I'm going to do in the Iowa
caucuses in Januvary of '08. I'm focused specifically on what the
Pregident wants done and needg to have done. That gives me credibility
inside the administration and outside, and with the other players here
in Washington, and I think it's been an important ingredient -- what
I've been able to do for him. '

Q Mr. Vice President, do you imagine going back to the corporate
world or what do you think you and Mrs. Cheney will do after you leave
office?

THE VICE PRESIDENT: I don't have any idea. I'll be 68. I still
have a few good years left, and I expect we'll spend time with family.
Still got a lot of rivers I haven't fished.

o] Do you think you and Mrs. Cheney will live in the D.C. area or
the Eastern Shore or Wyoming?

THE VICE PRESIDENT: Well, I think maybe all of the above.
Grandkids are here, so we spend a lot of time here.

Q Do you imagine being visible, having a public role, or do you
think you will be quieterx?

THE VICE PRESIDENT: Well, at this stage, I do not envision a public
role for me when I leave. It will have been 40 years since I came to
Washington, and I came to stay 12 months. And aside from the time I
spent in Texas, or the year I spent at home in Wyoming running for

Congress, I've been here ever since, and I've loved it. 1It's been a
tremendous life. 1I've enjoyed it very much, but I think there will come
a time to hang it up, say that's it -- and my remaining years will be

spent in private life.

Q Question to you on the hunting question. Do you know if Harry
Whittington would hunt with you again?

THE VICE PRESIDENT: I haven't asked him. (Laughter.)



Q But you said you're going to go again. Why do you feel
confident that you will, and do you think you'll do it before you leave
office?

THE VICE PRESIDENT: I do expect I will go again. I'll just leave
it at that.

Q Thank you.

END
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Q Mr. Vice President, we really appreciate your making this time
in a very busy season. You've had a very energetic, aggressive campaign
schedule. I wasg interested in how it's different campaigning for House

and Senate members, as opposed to campaigning for yourself. And when we
" were out the other day in Kansas and Louisiana, we noticed you didn't
have the grandchildren. That was a little change from 2004.

THE VICE PRESIDENT: Well, it is different when you're doing it --
your own name is on the ballot. And of course, I did that, what, I
guess six times when I ran in Wyoming, and then twice as Vice
President. And I will say that's more fun. I've still got a lot
invested in what I'm doing now. But I've done a lot of this over the
years. Obviously, when I was in Congress, part of the leadership, I
campaigned for colleagues all the time.

After I left the Pentagon in '93, in the '94 cycle, I did a lot of
it. But still, it's a chance to get out. It's participating in what T
think is one of the unigque and distinguishing features of our
civilization where we pick our leaders, hold them accountable. And so

I've always enjoyed it.

There's the rap on me, occasionally, Cheney doesn't have any fun
out on the campaign trail. It's not true. I do enjoy it. And we have
oftentimes over the years turned it into a family enterprise. When I
ran for Congress the first time was in an RV that my dad drove. Mom
cooked. Lynne and I and the girls campaigned.

And when I ran for Vice President twice, it was very much a family
enterprise. Daughter Mary was my aide de camp the first time out. Liz
did all the debate prep, ran that whole operation for me. Second time
around, Mary was in charge of VP operations for the campaign, and Liz
did the debate prep again. So it has been an important part of my life,
and I've enjoyed it. And I'm enjoying this, although I do look on it as
sort of this is the last time I'll go out and do -- what, I think it's
114 campaigns so far.

Q Goodness. And do you miss your grandchildren?



THE VICE PRESIDENT: Yes, you don't have them on the campaign trail
this time around. Part of that is it's just a lot tougher; they're in
school. There was a legitimate excuse to take them out of school when I
was on the ballot -- (laughter) -- and it was truly a family
enterprise. And we did a lot. They liked to campaign with us.

The other day, as a matter of fact, Liz drove by the house here
with the two older girls, Kate and Elizabeth. And they said, let's stop
in and see Grandma and Grandpa. And Liz explained, no, we can't,
they're out campaigning.

And their response was, what, without us? (Laughter.) They
enjoyed very much being a part of it, loved the crowds and rallies, and

so forth.

Q Mr. Vice President, you mentioned the investment that you have
in this. What do you think a Democratic House would be like? What do
you think a Democratic Senate would be like?

THE VICE PRESIDENT: Well, I don't expect that to happen. I'm
optimistic that we're going to hold both the House and the Senate. One
of the things I do talk about on the campaign trail is the importance of
what we've been able to do with tax policy. How our changes in tax

policy -- especially in '03 -- stimulated a recovery that's generated
6.6 million new jobs. Just today, the Dow broke through the 12,000
mark, first time ever for the Dow Jones Industrials. I think a lot of

that goes back to what we were able to do with cutting taxes on
investments, on dividends and cap gains and so forth. All of that is at
rigsk if there were to be a Democratic Congress.

I talk about the fact that Charlie Rangel, for example, has
announced that he doesn't think a single one of the Bush tax cuts ought
to be extended. The fact is, of course, it's going to take an
affirmative act by Congress to extend those cuts. They're going to be
sunsetted here. We'll go back to the old rates unless there is action
by the Congress. And I think, clearly, if Charlie Rangel were to be
Chairman of the Ways and Means Committee, he would put at risk --
because of his beliefs; he just fundamentally disagrees with those tax
policies -- he would put at risk some of the best economic policy this
nation has seen in a long time. It has produced phenomenal results for

the economy.

Q Mr. Vice President, how badly do you think the Mark Foley
scandal has hurt your Republicans candidates, House and the Senate?

THE VICE PRESIDENT: I don't think it's hurt ocur candidates
generally. Obviously, it's a terxrrible situation. I think appropriate
action has been taken. Investigations are under way to find out what's
happened and so forth. The place where it's likely to have an impact,
clearly, would be in Foley's district. He's not running for reelection,
and they're trying to work out an arrangement so somebody else can run



for that seat. But beyond that, I don't sense that it's the kind of
issue that has an impact on Wyoming or Florida -- it clearly does in
Florida, but in Wyoming or California or Texas, for example.

Q Mr. Vice President, while you cited the economic record and
certainly the people who would applaud this administration for the
success, history will probably judge it on its international
accomplishments. How do you think -- or how would you like history to
judge this presidency or this administration?

THE VICE PRESIDENT: Well, I think -- my guess is that the judgment
will be very favorable. And I say that primarily because of what we've
had to deal with, the fact that we inherited a situation, obviously,

where the -- all the planning and preparation for 9/11 was underway, and
then 9/11 itself sort of, in effect, has shaped the context within which
we've governed. It has been -- 9/11 and the aftermath have really been

sort of the dominate feature of the landscape, i1f you will, that we've
had to steer our way through during the course of this administration.
And I put that within the broader context of the global war on terror.

We went from a situation where in the '90s I think generally
terrorist attacks were looked upon as law enforcement problems. And
what 9/11 brought home to everybody was, in fact, we were at war. Our
adversaries knew it before we did. They declared war on us back in the
'90s, but the U.S. didn't really respond on a strategic level until

after 9/11.

And with 9/11, we have been very aggressive in terms of both
carrying the fight to the enemy, going after the terrorists, going after
the state sponsors of terror, going after those who could conceivably
equip the terrorists with deadlier technologies than they've used
before. The ultimate threat here isn't 19 guys armed with airliners;
it's 19 guys in the middle of one of our cities with a nuclear weapon.
That's the ultimate threat we have to deal with these days. And all of
that was brought home by 9/11.

I think it also needs to be evaluated in terms of what's happened
here at home, and the fact that we have now for more than five years
successfully prevented another attack on the homeland. But nobody can
promise there won't be another one. It's not that kind of proposgition.
But there is no question but I think any objective observer will look at
it and say, on 9/11 we lost 3,000 people to 19 guys who had box cutters
and airline tickets and obviously took us by surprise, took the nation
by surprise, demonstrated our wvulnerability, if you will.

But since then, in spite the fact that there have been attacks
around the world, and that there have been numerous attempts here to
mount attacks against the United States, through the measures we've
taken -- the Terrorist Surveillance Program, the Patriot Act, the
detainee program that we run through the CIA -- all of those things have



allowed us to successfully fend off any further attack against the
homeland. That's a remarkable achievement.

If you'd have asked in the month after 9/11 what the prospects were
for going five years without another attack here at home, I don't think
anybody would have been willing to give you very good odds -- expected
that there clearly was going to be another attack. So if you put all of
that together, I think we've been very successful.

I think if you look at Afghanistan and what it was over five years
ago, six years ago, a safe haven for al Qaeda; a location for training
camps that trained 20,000 terrorists in the late '90s, that situation
has significantly improved -- still got a lot of work to do; still got
significant problems there. But the Taliban regime is gone. Karzai is
in. There's been democratic elections, a new parliament sworn in, new
constitution.

In Iraq, we've made progress, too. It's still very tough going --
without question, but Saddam Hussein is on trial. His government has
been taken down. We've had three national elections, a new constitution
written. The current government -- which has got a lot of heavy lifting
to do -- has only been in power about five months; and so we've still
got, say, difficult days ahead. But I think we're far along from where
we were, and at the same time, we've been able to successfully defend
the homeland against further attacks by al Qaeda. 1It's a pretty good
record. :

0 Mr. Vice President, there have been a number of stories about
your changing role. Is it shrinking? Is it enlarging? Are you in
charge of everything? How has your role in this White House evolved
over the past six, seven years? How have your assignments changed?

THE VICE PRESIDENT: They haven't really changed that much, I don't
believe. It's a unique kind of role, a different kind of role. When
you're Vice President, you don't run anything. Basically, I serve as an
advisor to the President. I've got some great people working for him.
And one of the things that I think is unique about the way we've
operated is that my staff operation is pretty thoroughly integrated with
that of the West Wing, and the President.

We've worked hard to make certain you don't get the traditional
kind of splits that you will between the White House staff and the vice
presidential staff. And part of that is because I've made it clear I'm
not running for office myself when this is all over with, that I'm there
to serve the President, and because we've worked hard to keep the press
operation integrated, and the congressional relations operation
integrated and so forth, and my people have been an integral part of the
White House staff. That's different than the way it's worked in most

White Houses.



Over time, I've spent my time on those things the President wants
me to spend time on, or has asked me to. I spend a lot of time on
national security matters, which is an interest given my background as
Secretary of Defense, on the Intelligence Committee and so forth. And
that's clearly where he's spent a lot of his time, as well, too.

I spend a fair amount of time on Hill matters. Part of that is
because of my background in the House of Representatives, and part of it
because my continuing job as Vice President is in the Senate. Most
people don't realize I'm actually on the Senate payroll. That's where
my paycheck comes from.

Q You might start spending a lot more time up there.

THE VICE PRESIDENT: No, I don't know about that. (Laughter.) But
I enjoy the Congress very much. And at one time thought that's where I
was going to spend my career. And so I've been able to do some good up
there and pitch in and help whenever I can, whenever it makes sense.
I'm an extra set of hands. But I don't see that the role has changed
all that much.

Q Mr. Vice President, do you feel like you're less visible or
more visible internally than you were when you all started on January
20, 20017 '

THE VICE PRESIDENT: Probably less visible now. But when we
started, and we went through that -- what was it, 35, 36-day recount
period -- and then set up the transition, initially, I had a very
visible role because the President asked me to come to Washington and
set up the transition, and start that process. We didn't have anybody
else on board in.terms of any other Cabinet members. So they were all
new as we brought them in. And there was, I think, understandably a
higher profile when you've only got a few people running around. The
administration is just getting formed.

Over time, though, I think everybody settled in pretty well. And
there are some things I do that require a certain amount of visibility.
Some of what I do, frankly, I do best in private in terms of people I
talk with, sometimes negotiations on sensitive matters with members of
Congress; the advice I give the President. So I don't talk a lot about
the kind of advice I give the President, and sometimes the conversations
I have with foreign leaders. I make my input quietly. I don't carry a
high profile in the press.

On the other hand, if it's campaign time and I'm out doing 114
campaign events, then obviously that's going to generate a certain
amount of visibility.

Q You and the President, this administration seems -- based on
public opinion polls -- seem not to get the credit it deserves,



certainly you probably feel that way, for the economy. Why is that? 1Is
it the gas prices? Is it the housing bust? Is it Irag?

THE VICE PRESIDENT: I think the economy is important, and
important from the standpoint of public opinion, and public attitude.
My belief is that it will have an impact on the election, and that, in
fact, for most people things are pretty good. That doesn't mean it's
perfect out there by any means. But I think back over all the years
I've been involved in elections -- going back I guess, to the mid 60's -
running, what, eight times as a candidate myself, and involved in a lot
of others as staff capacity and so forth, I'm hard put to think of a
time when the economy was in better shape than it is right now.

We're in one of the best economies that we've had in recent times.
Employment is at an all-time record high. Home ownership is at an all-
time record high. Productivity has been phenomenal. The stock market
is just hitting new highs. Employment numbers are up again -- 6.6
million jobs in three years. There isn't any way you can look at the
economy and not conclude that, in fact, things are going very well. And
it's also I think testimony to the resgilience of our economy the shocks
that we've weathered over that period of time.

We have been at war. We've had to spend a lot of money on defense
and homeland security. We did go through the aftermath of 9/11, which
dealt a significant blow to the economy. We had a recession when we
came in. We had Katrina that was one of the worst natural disasters in

history.

And in spite of all that, the economy is ticking along at an all-
time high. That's testimony, I think, to the basic fundamental
resilience of our system to the entrepreneurial genius of the American
people, to the free enterprise system and the extent to which markets
work. And ours works very well and very ably, in spite of the body
blows that have been delivered to it at various times. And I think also
obviously some of it is due to good policy.

Now, do we get enough credit for that? I don't know. I suppose
any public figure will tell you we never get the good credit we deserve
and probably don't get all the criticism we deserve either. It balances

out.

Gasoline prices have had a big impact, but now they're headed in
the right direction. And I think that's to our benefit, as well, too.
People when they go to the pump a couple times a week and f£ill up the
tank, they see what the price of gasoline is, and that becomes a
barometer against which they judge how things are doing. My dad used to
be able to tell you the price of a gallon of gasoline at every single
filling station in Casper, Wyoming. He knew it, and he always went to
the low-cost operator. There's a lot of folks out there like that.



But, of course, gasoline prices are headed in the right direction.
They've come down very significantly already. 2And so I think from the
standpoint of the economy, when the American people ask themselves about
how we've done, I think it's very good. And I also think if you look
forward from the standpoint of policy to the extent that this election
is going to have an impact, it is going to be policy. And I do think
there's a fundamental difference between the parties on taxes. They
know what our record is. They know what we believe. They've seen what
we've done with tax policy, -and the result it has achieved. And I think
they know, as well, what the Democrats believe.

The Democrats didn't vote for those tax cuts that we put in place.
They opposed them. And Charlie Rangel has indicated he's opposed to any
extension of them at all. So I think it's a pretty clear choice, and I
think in order for someone to vote Democratic for Congress this year,
they have to say, vyes, they're voting for a big tax increase because it
will happen -- as I say without any action by the Congress at all
because those tax provisions are sunsetted, and we have to extend them
if we're going to keep those rates.

Q Mr. Vice President, if we could turn to Irag. How long do you
think it will be before the average American sees going to Iraqg as a
good idea?

THE VICE PRESIDENT: I think that will all depend upon the final
outcome. I think it's difficult to judge, for people to judge week to
week. I think we've done the right thing. I think we're doing the
right thing now. I firmly believe that. The President firmly believes
it. I think the world is better off with Saddam Hussein in jail, on
trial than it would be if he were in power, especially in light of the
fact that right next door today in Iran, of course, you've got Mr.
Ahmadinejad off and running trying to develop nuclear weapons. The only
thing that would be more volatile is if you also had Saddam Hussein
trying to develop nuclear weapons in Baghdad.

So I think the results we've achieved to date -- establishing a
democratic government, getting rid of the old regime, closing down a
major state sponsor of terror, shutting off Saddam Hussein's practice of
making payments to the families of suicide bombers, et cetera. I think
we've done good work to get this far. It has been tough. We've got
more to do. It's going to be tough to finish the task, but I think it's
very important that we complete the task.

Q Mr. Vice President, do you think that in your lifetime going
to Irag will be seen as visionary -- widely seen as visionary?

THE VICE PRESIDENT: I do. And this is part of the debate we get
into about can you look at Irag without looking at the broader context;
and you can't. I don't see any way you can argue, for example, that
what happens in Iraqg isn't going to have an impact on Musharraf in
Pakistan, or Karzai in Afghanistan.



They key to a workable strategy in that part of the world against
al Qaeda, and the Islamic radicals that we're at war with, is to get the
locals into the fight. They've got to take responsibility for their own
governments. They've got to take responsibility for their own
security. That's what's happened in Afghanistan and in Pakistan where,
obviously, we work closely with President Musharraf, having them come
down on the side of combating al Qaeda, and working with us in the
intelligence arena and so forth to capture and kill al Qaeda has been
absolutely essential -- same thing in Saudi Arabia.

You could imagine what happens if we were to do what some of the
Democrats want, withdraw from Iraq, to a man like Karzai or Musharraf,
who in effect -- there have been three assassination attempts on
Musharraf. He puts his life on the line every day when he goes to
work. The hundreds of thousands of men in Afghanistan and Irag who
signed on for the security forces to fight on our side, in effect,
against the evil ones; the overall attitude of the millions of people in
Afghanistan and Irag who have gone to the polls and risked their own
lives in order to vote and participate in a newly created democracies,
and suddenly the United States says, well, gee, it's too tough in Iraq,
we're going home -- you cannot separate out Iraqg from that broader
global war on terror. Bin Laden has made the point repeatedly that Irag
is now the central front in the war on terror.

Q But hasn't he made that point because we're there? If we
weren't there, would he be making that point?

THE VICE PRESIDENT: The fact of the matter is we are there, and it
is the central struggle at this point. But there's no reason in the
world we can't succeed. There's no reason in the world this government
-- which has only been in business five months -- can't ultimately be
successful. It's our job to stay there as long as we have to help them
get it right. But we don't want to stay a day longer than necessary.

But this is just a vital point for us to keep in mind, that this is
a global struggle, that the terrorists have bet from the beginning their
only strategy is to be able to break our will. They can't beat us in a
stand-up fight. They never have. They go back and they cite evidence
of Beirut in 1983 and Somalia in 1993, when they killed Americans and
then Americans withdrew. They believe based on their experience in the
'90s they could strike us with impunity, and that if they killed enough
Americans, they could change American policy. They're trying to break
our will. They think we don't have the stomach for the fight.

For us to do what the Democrats -- some Democrats -- have suggested
in Irag would simply wvalidate that strategy, would simply say to al
Qaeda, you're right. And all it would do is encourage more of the same.

Q Isn't what's happening in Iraqg, though, not about al Qaeda
principally, but about sectarian war and civil war, the potential for



civil war? Aren't we on the verge in Iraq of occupying a country that's
being torn apart in a civil dispute, a civil war?

THE VICE PRESIDENT: There's no question what there is sectarian
violence now, but remember how we got to sectarian violence: al Qaeda.
That was their strategy to launch attacks against the Shia, to kill Shia
until they could generate some kind of a response. And there's no
guestion but what there's sectarian Shia-on-Sunni violence today. But
just because it's tough doesn't mean it's not worth doing.

And the lesson we should have learned with 9/11 is that there may
have been a time in our history when we could withdraw behind our
borders and be safe and secure here at home. That day passed on 9/11.

When we saw the damage that a handful of men could do -- trained in
Afghanistan in the remote training camps of Afghanistan, aided and
abetted -- a planning cell in Hamburg, Germany, and end up here killing

3,000 Americans that morning, and when we think of the ultimate threat
of deadlier weapons than they had that day, the idea that we can turn
our back on the Middle East and walk away from a state that could
conceivably become a safe haven for terrorists or another area where
they can train and plot and plan, that went out the window on 9/11. We
have to be concerned with what's going on in that part of the world.
And going on offense, as we have, I'm convinced is one of the things
that has kept us safe here at home.

Q Mr. Vice President, to take your point about the Iragi people,
are you surprised or disappointed that the Iragi people have not done
more, more guickly or been more grateful to the United States?

THE VICE PRESIDENT: Well, I talk to a lot of Iragis, and the ones
I talk with have been very grateful and expressed their gratitude. They
also -- I think it's a measure of the extent to which they've been
beaten down during Saddam's vyears in power, especially the Shia, who are
the majority -- roughly 60 percent of the population, who are clearly
very heavily engaged now in the new government, but who were denied
their role all those years Saddam was in power, governed by a Sunni
minority, 1f you will -- and so beaten down, especially after the '91
episode where they rose up against the regime and then were slaughtered
in large numbers that it has been hard, I think, for them in some cases
to step forward and take on responsibility. But now they're doing it.
And it's risky business.

And you look Mr. Haghimi, who is one of the vice presidents, who
has lost two brothers and a sister to assassination, just in the last
few months. It's very risky business for people to step up over there
and take on major political regponsibilities. We have to admire them
for being willing to do it. We need to help them and support them in
that enterprise. And I think ultimately they'll pull it off. They're
tough people. They're bright. There's a lot of work that needs to be
done. But I have -- I like Maliki. I think he's a good Prime
Minister. I think he's got what it takes to make this all work. And I



think we've got a lot invested as a nation in seeing that they're
successful. The world is going to be a safer and more secure place,
including right here at home in the United States if we get it right in
Irag.

Q Mr. Vice President, what do you want from Secretary James
Baker's Iraqg Study Group? '

THE VICE PRESIDENT: Well, Jim is a good man. He's a close
friend. The President and I have a lot of confidence in him. Lee
Hamilton is a good man, too. I served with Lee on the House
Intelligence Committee back in the '80s. And I think they've got a good
panel. My old friend Al Simpson is a member of the group. They've been
doing a lot of work to study events in that part of the world, and we'll
see what they produce. I haven't seen the report.

Q There's certainly a lot of talk in Washington that this will
give -- try to give for an exit strategy after the election.

THE VICE PRESIDENT: I know what the President thinks. I know what
I think. And we're not looking for an exit strategy; we're looking for
victory. And victory will be the day when the Iragis solve their
political problems and are up and running with respect to their own
government, and when they're able to provide for their own security.
And how we get to that objective is what we need to keep in mind.

Our strategy hasn't changed. Our tactics change from time to time,
and they have to adapt and adjust. And we're eager to have thoughts and
ideas from experienced people in terms of how we can move forward in
having the Baker-Hamilton group go put fresh eyes on the problem and
take a look at it. We think it's a valuable exercise. We'll see what

they produce.

Q Mr. Vice President, if you had to take back any one thing
yvou'd said about Irag, what would it be?

THE VICE PRESIDENT: If I had to take back anything I've said about
Irag? Well, if you think -- thinking in terms of things that I've been
surprised by. I thought that the elections that we went through in '05
would have had a bigger impact on the level of violence than they have,
I guess, I'd put it in those terms. I would have thought -- well, I
expressed the sentiment some time ago that I thought we were over the
hump in terms of violence, I think that was premature. I thought the
elections would have created that environment. And it hasn't happened
vet.

That's the other thing that I'd mention, too, and separate and
apart from that, and not really in response to your question. I'm
struck by the fact, as well, to come back to this notion that what's
being attempted here is to break our will. Friedman has got an
interesting piece today on it, if you saw Tom Friedman this morning



talking about the extent to which the enemy in this stage in Irag aim
very much at the American people, and public opinion in the United
States very sensitive to how to use the media to gain access through
technical means that are available now on the Internet and everything
else to create as much violence as possible, as much bloodshed as
possible and get that broadcast back into the United States as a way to
try to shape opinion and influence the outcome of our debate here at
home. And I think some of that is going on, too.

Q Mr. Vice President, are you satisfied with the intelligence
you're getting about Iran?

THE VICE PRESIDENT: I'm not going to talk about intelligence.
This is generally not a good road to go down. I don't talk about
intelligence, and I'm going to pass.

Q How much of your mind share do you think is going to be
occupied by Iran in the coming two years?

THE VICE PRESIDENT: Mind share? Is that a -
Q Kids today. (Laughter.)

THE VICE PRESIDENT: You mean what part of my storage unit is going
to be devoted to it? (Laughter.) Well, Iran is a very, very important
problem, and it's -- my guess is we'll be focused on it as long as we're

in office.

0 Do you think we'll have a military draft in your lifetime? Is
it possible that we would need one?

THE VICE PRESIDENT: I don't believe so. I'm a great believer in
the all-volunteer force. I think that's one of the best things we've
done in the last 40 years in this country. It produces a very, very
high-caliber military. People are serving because they want to serve.

I was down this week in Fort Campbell, Kentucky, the 101°%; a couple
of weeks ago with the 3rd Division down at Fort Stewart; down at Fort
Hood recently, with the 4th ID and the 3rd Armored Cavalry Regiment.
These are just remarkable men and women. And the all-volunteer force
has fundamentally transformed the services because they went from a
posture and organization where they didn't have to pay a lot of
attention to personnel policy because they could compel service. The
selective service system coughed up troops, and they put them in with
the units, and away they went.

When we moved to an all-volunteer force, we had to be able to
attract volunteers, and you have to be able to motivate them, and
provide them with the kind of opportunity for service, and to meet
basic, fundamental requirements, when they've got other options. It
fundamentally transforms the way they think about people, the way they



think about the organization. I think it's had an enormous impact on
the services, as well. Part of this comes from my time as Secretary of
Defense, and I'm a huge believer in the all-volunteer force.

We preserve the selective service system in the event there were to
be some catastrophic conflict that would require putting 20 million
people in uniform like we did in World War II, but I don't foresee at
this stage the likelihood of that.

Q Mr. Vice President, now that you're a wartime Vice President,
do you regret not having served in the military?

THE VICE PRESIDENT: No. I don't go back and look at those
decisions. I’ve spent a lot of time over the years on these issues.
But I'm 65; I'd like to go back and do it all over again, but I made the
choices I made. '

Q In light of the North-Korean tests, Mr. Vice President, is the
Nuclear Non-Proliferation Treaty system in trouble, and have nuclear
arsenals been revalued by countries that we worry about?

THE VICE PRESIDENT: I think we're at a time when there is g01ng to
be a major test of the international community's ability and
determination to deal with the proliferation problem, and the test
obviously is North Korea and Iran. So far, I would say, with respect to
North Korea, I've been generally pleased with the way in which the
international community has come together in the last week or two after
the test by North Korea. The Chinese have been vital in that process,
and they clearly have -- I think they've undergone a significant
transformation in terms of how they look at the problem. And the
unanimous vote in the Security Council, a pretty good set of
resolutiong, sanctiong under Title 7, the U.N. Charter, those are
positive signs.

The ultimate test though will be whether or not we can complete the
task of the de-nuclearization, if you will, of the Korean Peninsula, and
also get the Iranians to come into compliance with their obligations
under the NPT and give up their aspirations to build nuclear weapons.
And the jury is still out, but this is sort of the ultimate test for the
U.N Security Council, or the ability of the international community to
come together and devise and put in place sanctions, implement those
sanctions, and enforce those sanctions, and achieve a result.

Q And if they fail?

THE VICE PRESIDENT: As the President said, we haven't taken any
options of the table.

Q Mr. Vice President, do you worry that North Korea's action and
the attention it's gotten will encourage that behavior by other states
that you worry about?



THE VICE PRESIDENT: Well, we'll have to see. The main one we
focus on clearly is Iran. We've had some success in this area with
Libyans getting ready to give up - they did give up their nuclear
materials, their centrifuges, weapons design, uranium feedstock. A lot
of that I personally feel was directly the result of what we did in
Irag. As we launched into Iraqg, they indicated a willingness to talk
about their weapons of mass destruction. And right after we dug Saddam
Hussein out of his hole, nine months later, then they went forward and
announced that they were giving it all up, and they've turned it all
over to us, and we've got all that material now.

We also were able to shut down the A.Q. Khan black-market network
that provided that, so we've had one great success so far in the
proliferation area.

But again, as I said, a lot of that is due directly to what the
United States and Britain did in Irag. And we'll see now whether or not
the U.N. Security Council, basically, is willing to step up. And there
is a test for that organization. If there's a problem, they ought to be
able to deal with this issue, the proliferation of nuclear weapons
technology to these regimes that clearly are a threat to their
neighbors. I don't know how it's going to come out diplomatically, but
we hope we can resolve it diplomatically.

Q Mr. Vice President, do you believe that we'll have a
confrontation with Iran before you leave office?

THE VICE PRESIDENT: I am hopeful we can resolve all these
differences diplomatically.

Q And may we ask two guestions about the future? Mr. Vice
President, do you plan to hunt again?

THE VICE PRESIDENT: Yes, I do.

Q Why not run for President? You're younger than John McCain.
You look okay.

THE VICE PRESIDENT: I've got a lot of miles on me. (Laughter.)

Q Seriously, I mean is it -- there's nobody who could convince
you, you should? Certainly, there are people in the party would like to
see 1it.

THE VICE PRESIDENT: I looked at it very seriously, back in '94,
96 time frame, and I went out on the '94 election cycle, and I set up a
PAC. Dave Addington ran the political action committee for me. We
raised a bunch of money, and I campaigned all over the country that year
helping with the '94 effort. And then -- with the understanding that
I'd git down at the end of that period of time, which I did --



Christmas, that year, and decide whether or not I really wanted to run
myself, and I concluded I did not, that I wasn't prepared to do all
those things I'd have to do to be a candidate, and that I'd had a great
25 years in public life, and it was time to go pursue private life.

Shortly after that, Halliburton came along, and I enjoyed running
Halliburton, spent five years in Dallas. The President persuaded me to
come back. I'm glad I did. I don't regret that for a minute, but
that's different than making a decision -- ready to jump into the arena
out there and run for President. And I really think my -- the value of
my service in this administration had been in part because I haven't had
my own agenda. I'm not worried about how I'm going to do in the Iowa
caucuses in January of '08. I'm focused specifically on what the
President wants done and needs to have done. That gives me credibility
inside the administration and outside, and with the other players here
in Washington, and I think it's been an important ingredient -- what
I've been able to do for him.

Q Mr. Vice President, do you imagine going back to the corporate
world or what do you think you and Mrs. Cheney will do after you leave
office?

THE VICE PRESIDENT: I don't have any idea. I'll be 68. I still
have a few good years left, and I expect we'll spend time with family.
Still got a lot of rivers I haven't fished.

Q Do you think you and Mrs. Cheney will live in the D.C. area or
the Eastern Shore or Wyoming?

THE VICE PRESIDENT: Well, I think maybe all of the above.
Grandkids are here, so we spend a lot of time here.

Q Do you imagine being wvisible, having a public role, or do you
think you will be quieter?

THE VICE PRESIDENT: Well, at this stage, I do not envision a public
role for me when I leave. It will have been 40 years since I came to
Washington, and I came to stay 12 months. And aside from the time I
spent in Texas, or the year I spent at home in Wyoming running for

Congress, I've been here ever since, and I've loved it. It's been a
tremendous life. I've enjoyed it very much, but I think there will come
a time to hang it up, say that's it -- and my remaining years will be

gpent in private life.

Q Question to you on the hunting question. Do you know if Harry
Whittington would hunt with you again?

THE VICE PRESIDENT: I haven't asked him. (Laughter.)



Q But you said you're going to go again. Why do you feel
confident that you will, and do you think you'll do it before you leave
office?

THE VICE PRESIDENT: I do expect I will go again. I'll just leave
it at that.

0 Thank vyou.

END
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“"He wants everyone to know our plan. That's not smart," Burns said.

“"He said our president (doesn't) have a plan. I think he's got one, but he's not going to tell everybody in the
world," Burns added. "'If you want to go out and spar for a fight, are you going to tell your enemy what your
plan is? I don't think so."

Burns later said: “'There is a plan. We're not going to tell you, Jon."

McKenna said the comments were those of a senator behind in recent polls who wants to keep his job.

“*Nobody actually believes that he (Burns) has a plan, or even a seat at the table where plans are made,"
McKenna said.

Burn's spokesman Jason Klindt, said the senator is adamant that details of a plan to win should not be released,
including any deadline for troop withdrawal.

He said he doesn't know if Burns knows any specifics of a Bush administration plan to win the war in Iraq.

- I think he knows the general strategy,” Klindt said.

You are currently subscribed to News Update (wires) as: Michele L. Raines@ovp.eop.gov.
To unsubscribe send a blank email to leave-whitehouse-news-wires-1303567X@]list.whitehouse.gov
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MR. SNOW: No, it's the position of the President that the
Democratic policies -- he doesn't think for a minute the Democrats
are sitting around saying, "go, bin Laden." People understand -- but
what he does think is that the policies are simply flat wrong. And
if you think through them, you come to the conclusion that the idea,
for instance, of withdrawal without any recognition of conditions on
the ground, withdrawal without an assurance of victory in Iraqg is a
recipe for the kind of disaster I outlined before. That's an
important distinction to make.

In that sense, yes, it would be good for terrorists because they
would have safe haven in Irag. On the other hand, what he's not

saying -- and I'm glad you asked the question -- he's certainly not
going to accuse people of running around with "I love bin Laden" t-
shirts. It's important to know that people -- you can be patriotic,

but you can also be wrong on something very important. And the
President hasn't questioned the patriotism of Democrats, and he's
certainly not going to accuse them of climbing in bed with bin
Laden. But he will be clear that if you follow these policies, or,
as I've been saying, really the lack of a policy to its logical
conclusion, it could get you in real trouble.

Q Tony, when the President and Vice President talk about how
insurgents and volatile forces are watching this election, is there
an inference there that they would hope Democrats prevail?

MR. SNOW: Well, I don't -- you know, I'll let you draw your own
conclusions on that. He's not trying to --

Q Are you guys polling in the Tora Bora Mountains or --
seriously.

MR. SNOW: That's a good line. That's cute. That's why I
didn't answer the question. I don't have a clue. I mean, I've said
many times I'm not going to know the thoughts of them, which is why I
didn't take that extra leap, Dick.

Q But if you assert they're influencing -- influencing to
what end?

MR. SNOW: Influencing-?

Q The election process. You've said it. The President and
the Vice President have said it.

MR. SNOW: ©Now you're getting into a separate issue here, which
is terrorists who have committed certain acts of terror may try to
influence elections by, among other things, shaping media coverage,
so that we have a concentration not on what American men and women
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have been achieving in Irag, but instead, acts of violence that give
the appearance of defeat at a time when, again, to repeat what
General Casey said, they have not lost a single engagement, and there
has been -- at least according to the Prime Minister, considerable
progress within Irag, which is why the war is more popular in Iraq
than it is in the United States. So to that -- in terms of a -- but
that's as much a discussion of propaganda as a tool in a time of ‘war
is anything else. Go ahead.

From: Suntum, Margaret M.
Sent: Tuesday, October 31, 2006 1:47 PM
Subject: snow press brief, #51

THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release October 31,
2006

PRESS BRIEFING
BY TONY SNOW

White House Conference Center Briefing Room

10:43 A.M. EST

MR. SNOW: On today's schedule, the President had a phone call
at 7:45 a.m. this morning with President Lula da Silva of Brazil -- a
brief conversation, about five minutes, very friendly, the President
congratulating President Lula on his recent election victory. The
two of them also talked about issues of mutual interest, which
include energy, biofuels, and trade. And they both said that they'd
like to get together sometime soon. So, more on that when that is
put together.

He's had his normal briefings, obviously the meeting with the
"envoy to the Sudan, Andrew Natsios. At 11:05 a.m., he's going to be
doing an interview with regional television media: Alison Burns of
Cox Broadcasting; Morris Jones of Sinclair Broadcast Group; and
Melissa Charbonneau of the Christian Broadcasting Network.

He departs the White House to Perry, Georgia. At 5:00 p.m.
Eastern time he'll be making remarks at the Georgia Victory 2006
rally. Governor Sonny Perdue will do the introductions. It's also
going to be in support of congressional candidate Mac Collins, and
he'll return to the White House at 8:10 p.m.

10/31/2006
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In addition, to help with your planning, the President will
travel to Missouri and Iowa on Friday for campaign rallies. Details
TBA. And I think that -- questions.

Q Did the United States offer to roll back sanctions on North
Korea for money laundering and counterfeiting in order to get North
Korea to come back to these talks?

MR. SNOW: No. As Secretary Rice said, issues like that may be
discuss-able at some future time, but, no, there have been no
offers. But let me also say that the President -- what you've got
here with the North Koreans agreeing to return to the six-party talks
is a vindication of the strategy the President has adopted. You'll
notice who made the announcement -- the Chinese.

The President has said, against criticism from those who have
said you just need to engage on one-on-one talks with the North
Koreans -- said, no, you have to bring in the people who have the
most leverage and influence over the North Koreans and their
~behavior. The Chinese, having talks with the North Koreans, have
persuaded them to come back to the six-party talks. But it would not
have been possible for the additional unity and determination
supplied by the Japanese, the Russians, and the South Koreans.

I'm sorry, I just saw these. These are -- (laughter.) Here I
am talking matters of war and peace and I'm looking at these things.

Q That would be for staff.
MR. SNOW: I'll hand those out to you. Go ahead, I'm sorry.
0 What did we tell them about the sanctions?

MR. SNOW: We didn't tell them anything. We're not negotiating
with them at this point. What we're doing is -- now that you've got
the process ready for the six-party talks, the President has said,
look, we're happy that the six-party talks are going to resume; it's
important to ensure that the North Koreans abide by U.N. Security
Council resolutions and treaty obligations.

‘This is very good news. This is a real step forward. And also
what it does, one hopes, in the fullness of time, is that the North
Koreans will renounce all nuclear programs in a verifiable way;
you'll avoid the threat of an arms race in the region; you'll avoid
the threat of having a destabilized Korean Peninsula. You're going
to have the opportunity for the North Koreans to take advantage of
economic, political, and cultural offerings that have been made by
the other parties to the talks. There's a way forward now and we're
going to continue to move --
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Q That's been there for a long time.

MR. SNOW: It's been there for a long time, but --
Q So what's new?

MR. SNOW: What's new is that the North --

Q Is there a carrot that brought them back?

MR. SNOW: No, I think what the carrot is that the Chinese made
it pretty clear that they're very unhappy with the way the North
Koreans have been behaving. WNow, I don't want to tell you what went
on behind closed doors because I don't know. The Chinese have been
engaged in the negotiations. The good news is that the North Koreans
have agreed to what we've been talking about all along, which is a
return to the six-party talks. And Secretary Rice has said that she
hopes that that commences before the end of the year.

Q But what are we going to make of the Japanese Prime
Minister -- I guess the quote is that Tokyo "does not intend to
accept North Korea's return to the talks on the premise that it
possesses nuclear weapons." Is that an accurate quote?

MR. SNOW: Well, I don't know if it's an accurate quote, and I'd
just have to refer that to diplomats. You raise that with State; I
don't know.

Q But is it your sense, what you understand, that everyone is
on board with the six-party talks?

MR. SNOW: Well, that's the way it works, so --

0 Well, I mean, apparently, there's --

MR. SNOW: Well, again, that's why -- you've got a fractional
news story that I haven't seen, so I'd just be making it up, and I
don't want to do that. I'll try to find some direction for you. Or

give Sean McCormack and the guys at State a call, they may have
better guidance.

- Q One gquick follow-up. Tomorrow the President has no public
events at all? There's not going to be any addition to the schedule?

MR. SNOW: Well, again, the President has got some ongoing
meetings that are obviously very important. And we'll read out any

public events that may occur later.

0 Sounds like something is cooking there.

10/31/2006
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MR. SNOW: No, not really.

Q Tony, on Irag, can you wrap up Steve Hadley's trip, what
was accomplished, and address the continuing part of the story that
there's a possible rift between the President and Maliki?

MR. SNOW: I don't know. Let me start with the second half
first. Let's see, we've now had the Prime Minister saying there's no
rift, the President saying there's no rift, the National Security
Advisor of Iraq saying there's no rift, the U.S. Ambassador to Iraqg
saying there's no rift, the U.S. National Security Advisor saying
there's no rift, and my telling you, on the basis of my observation
of the secure conference call the other day, that there's no rift.

So there's no rift. ©Now, I mean, I don't know how many more people
you can marshal, but it seems that all the people who've been in the
room and have been in critical positions are saying that.

What Steve i1s doing is paying a visit and assessing the
situation, also talking with the Prime Minister.

I think -- again, let me stress the thing that has been most
impressive to us, which is the assertiveness of the Prime Minister
when it comes to wanting to take over important security operations
within Irag. We could not be happier that we've got a Prime Minister
who is a man of action and man who is making decisions. That is
absolutely essential for the future of Iraq.

And he's not simply doing it on the security side. He's been
very aggressive in recent weeks, as I've pointed out on the political
side, reaching out both to Shia and to Sunni. He's been very
aggressive on the economic front, and he was giving a readout of
economic success in the country. So he understands that to be a
Prime Minister means more than simply having to be a commander-in-
chief. It means to be a unifying force in a country where a lot of
people are yearning to have a free and democratic society. They
expressed that with their votes last year.

So, far from having a rift between the two sides, what you have
is precisely what the President hoped he would see when he first met
the Prime Minister, which is somebody who is willing to make hard
decisions, who is willing to lead, who is assertive and also pretty
clear-eyed about the challenges that await him.

Q If I could follow up, on the campaign trail, Senator Kerry
was in Los Angeles and speaking to some students, saying if they were
able to navigate the education system, they could get comfortable
jobs, but "if you don't, you get stuck in Irag." Can you react to
that?

MR. SNOW: Yes, I'll actually give you a fuller quote. He
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said: "You know education, if you make the 'most of it, you study
hard and you do your homework and you make an effort to be smart, you
can do well. And if you don't, you get stuck in Iraqg."

It sort of fits a pattern. You may recall that last year
Senator Kerry --— on CBS's "Face the Nation" -- accused U.S. soldiers
of terrorizing kids and children in Iraqg; and recently also described
troop concentrations in Baghdad as "having failed miserably."

What Senator Kerry ought to do first is apologize to the
troops. The clear implication here is if you flunk out, if you don't
study hard, if you don't do your homework, if you don't make an
effort to be smart and you don't do well, you "get stuck in Iraqg."
But an extraordinary thing has happened since September 11th, which
is a lot of people -- America's finest -- have willingly agreed to
volunteer their services in a mission that they know is dangerous,
but is also important. And Senator Kerry not only owes an apology to
those who are serving, but also to the families of those who have
given their lives in this.

This is an absolute insult. And I'm a little astonished that he
didn't figure it out already. I mean, you know, if I were Senator
Kerry -—- I mean, you've seen me, I say something stupid, I apologize
as quickly as possible. And this is something for which he ought to
apologize. Meanwhile, it's probably reasonable to ask some of the
Democrats -- ask a Jim Webb or a Tammy Duckworth, both of whom are
citing their military record -- okay, what do you think about it,
what do you think about this quote? Do you agree with him? He was
your presidential nominee. And as for the notion that you can say
this sort of thing about the troops and say you support them, it's
interesting.

Helen.

Q Does the President owe the Democrats an apology for saying
that the terrorists -- that they will appease the terrorists?

MR. SNOW: No. Let's take -- you know what's interesting,

Helen, and I've said this before --

Q How bellicose was he?

MR. SNOW: I don't think it's bellicose. . Look, let's listen to
what the Democrats -- or let's think about what Democrats are doing
in this election campaign. When it comes to winning the war on
terror, what is their plan? They've not said. They have talked

about withdrawal --

Q  —- 101 in Iraq —-
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MR. SNOW: -- they've talked about a whole series of things, in
terms of complaining -- looking back over their shoulders and
complaining about past decisions. But when it comes to the key
issue, how do you achieve victory -- they say they want to achieve
it, but they won't tell you how. They will tell you what they oppose
what the President is doing. They oppose the Patriot Act; they have
opposed the Terrorist Surveillance Program; they oppose the program
by which we detain, question and bring to justice the worst of the
terrorists. So they have opposed all of those things, so we know
what they oppose, but we don't know what they're going to do.

Q How does the President propose to win? How does the
President -- 101 in October dying --

MR. SNOW: The President understands that it is difficult. This
is a man who signs each and every condolence note. He is absolutely
aware of the human cost. And he grieves for every family and every
person that we've lost. But on the other hand, he also knows two
things. First, as General Casey said last week, there is not a
single military engagement that we have not won, and we don't give
our soldiers credit for that.

Secondly, he also understands that if we were to walk away short
of victory it would give terrorists the opportunity to turn Iraq into
a stronghold in which they would have access to the world's second
largest reserves of petroleum; that they would be able to use oil as
a political weapon against the United States, Europe, Asia, could pit
the industrialized nations against one another; they could also work
in concert with Iran and Syria, which have been active supporters of
terror; they no doubt would try to go after Israel, after the Arabian
peninsula, perhaps after Egypt.

In other words, the consequences of walking out and leaving a
failed state are absolutely catastrophic, and the President
understands that. But he also understands the promise of a
democratic Iraqg. And if you take a look at what's happened -- the
Prime Minister, being assertive about what he wants to achieve -- and
there has been progress, economically and politically, throughout
much of Iraq, not ignoring the difficulties especially around Baghdad
and the fierce fighting -- you take a look at that, the promise is if
you have a democracy, and when you have a democracy that stands up in
Irag, that sends a powerful message.

Helen, you and I have been students of the region long enough to
know that everybody is watching -- everybody is watching. And the
way they see it in the region is either terrorists win or democracy
wins. And the President is absolutely determined that democracy
wins.

0 How would you judge the Maliki government's decision to
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remove the checkpoints in the al Sadr neighborhood in Baghdad, which,
as you know, is a very troubled place where the militia of Mugtada al
Sadr is viewed as having more strength than perhaps the U.S. forces
and the Iragi forces? Is that not a setback today?

MR. SNOW: No, because, again, checkpoints -- to deal with
checkpoints does not necessarily change the situation in terms of how
you deal with Sadr City. The Prime Minister has also said on a
number of occasions, if you look at Sadr City, in his opinion, 90 to
95 percent are people who support the mission and they're opposed to
terrorism. And so he has also said that the Iraqgis, themselves, are
going to be most capable of gathering intelligence going after them.

There are a number of things going on in Sadr City. What he did
not say is, let's not continue going after terrorist organizations.
As a matter of fact, the other day, when he was walking through and
describing his own view of his responsibilities as commander-—-and-
chief -- and I want to quote it correctly -- he made it clear that a
fundamental part of that is fighting terror, including militias and
" including separatist terror groups. He said that "joint efforts
continue to pursue terrorists and outlaws who expose the lives of
citizens to killings, abductions, and explosions." Abductions also
would include a U.S. serviceman.

So the Prime Minister, now on —- I don't know -- three or four
occasions at least in the last week, in talking about security, has
made it clear that sectarian violence, whether it be through militias
or whether it be through Saddam loyalists or others, is not something
he's going to accept. As a matter of fact, what he said in a
conference call the other day is that he wants the ability to respond
more swiftly and more precisely to things as they come.

o) Tony, more on this non-rift with Maliki.
MR. SNOW: Yes.

Q How can you say there's not a rift at all? I mean, that's
the impression you're leaving -- when, as Kelly points out, he has
one opinion about how to conduct operations in Sadr City, U.S.
commanders have another opinion about how to conduct operations in
Sadr City —-- why is that not a rift?

MR. SNOW: Because -- is every time somebody has a discussion
about how best to proceed, is that a rift, or is that a -- actually,
a discussion about how best to proceed? I mean, I think what you're
trying to do --

Q Well, it's words, not actions. I mean, are his actions
what you want? '
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MR. SNOW: Yes, his actions -- again, the Prime Minister, if you
take a look at what he's been doing, he's been very assertive and
aggressive. For instance, I've already mentioned a number of times
the demobilization of a Shia police battalion --

Q I understand that, but I'm going to go back to a question
I've had in the past -- are you completely satisfied with what Mr.
Maliki is doing as far as actions in Iraq?

MR. SNOW: Look, what do you mean by completely satisfied?
Every single act at every single time --

Q Well, you say there's no rift --

MR. SNOW: I'm not going to get into the rift creation
business. As you understand and the President said, and President
Maliki understands, there may be times when, on small details -- this
is the Prime Minister's words -- on details they may disagree. But
on the overall plan for proceeding and how they do it, they do
agree. Now, there are going to be times when they disagree on
particular actions. For instance, last week, when you had the strike
in Sadr City, which he had approved of, which he had known about, but
he was not informed at the time that the action took place -- he was
unhappy, and he should have been. It wasn't a rift, but it was one
of those things where you work together and you try to fix it.

Q Well, are you in this difficult position where you do want
to make sure that Maliki doesn't, as the President said, dawdle, and
yet you don't want to hit him too hard? I mean, can you explain sort
of what position you are?

MR. SNOW: The position is we're actually gratified that you've
got an Iragi Prime Minister who is being very assertive about this
stuff. I mean, I really think -- look, for instance, over the
weekend, or maybe it was yesterday, there were a whole series of
stories that were citing somebody "close to the Prime Minister" who,
in fact, wasn't part of any of the discussions about how we're
proceeding. And he was painting a dire picture of how the Prime
Minister was standing up to the Americans. It's not true. The fact
is, if you talk to General Casey -- I've listed all the people who've
talked about this -- they're working closely together and they get
more closely knitted together with each and every day because they've
got the shared mission and they also understand the importance of
winning in Baghdad and eventually creating that Irag that can
sustain, defend, and govern itself.

Q So he gets final word? I know it's a sovereign nation. If
the military decides they want to put checkpoints up in Sadr City to
make things better for the people of Sadr City, but Maliki says, no,
no, no —- it's his final decision? '
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MR. SNOW: No, you operate cooperatively. As you know, under
the U.N. agreement right now, the multinational forces in Irag make
military decisions. But they're certainly going to do those in
concert with Prime Minister Maliki.

0 That's not a military decision, is it?

MR. SNOW: That's a military decision, but I'm not aware that
people have dug in their heels on it.

0 Back on North Korea for a second.
MR. SNOW: Yes.

Q You've been portraying this announcement today as a big
step forward, a big move. But why should anybody believe that this
time around North Korea will be any more serious about doing
something about its nuclear program?

MR. SNOW: Well, the President --

Q Have you received any indication of what they said about
why they're coming back to the talks?

MR. SNOW: No. Look, it's pretty clear -~ when your number-one
trading partner and your number-one supplier of energy comes to you
and has a frank discussion, the contents of which I don't know, and
out of that comes an agreement to engage in the six-party talks,
you'll have to draw your own conclusions.

Here's what the President said. I think it's reasonable to say
trust, but verify, because he has said that he wanted to thank the
Chinese for encouraging the meeting that got the agreement to the
six-party talks -- to get the six-party talks restarted. But he also
says, we'll be sending teams to the region to work with our partners
to make sure that the current United Nations Security Council
Resolution is enforced, but also to make sure that the talks are
effective, that we achieve the results we want, which is a North
Korea that abandons nuclear weapons programs.

So, look, this is a step forward. Is it an absolute, lock-dead
guarantee? We'll find out if the North Koreans are going to make
good on their word. What you're doing, of course, is expressing the
very kind of skepticism we've had in the past, which is why we've
talked about the importance of having verifiable activities on the
part of the North Korean government. That has always been one of the
preconditions for six-party talks. And again, this is -- this I
think is a very important reaffirmation of the way the President went
about it.
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0 There were also, a couple of weeks ago, reports that people
were seeing some movements over in North Korea that might indicate
that they were going to do another nuclear test. Have you heard
anything more lately about that, whether they've stopped?

MR. SNOW: That would be certainly inconsistent with an
agreement to return to the six-party talks.

Q Have you heard anything, though, in terms of whether that
activity has stopped?

MR. SNOW: Even if I had -- look, we don't talk intelligence.
Come on, you know that, Toby.

Q Tony, since you reacted to Senator Kerry's comments, I
wonder -- Charlie Rangel, another powerful Democrat, this morning in
The New York Post, is calling the Vice President an SOB, says he is
misrepresenting his position on tax cuts or tax increases. I wonder
if you will react to that. But, more broadly, since most people are
predicting either Democrats take back Congress, or the Republicans
keep it with very thin margins, with this kind of rhetoric flying
around, what kind of hope does the President have that he's really
going to accomplish very much in his final two years when all the
dust has settled?

MR. SNOW: Well, I think what's going to happen is when you get
a Republican Congress in defiance of all predictions, Democrats are
going to have to ask themselves the question, which is, do you want
to play a constructive role? In many ways, the strategy has been to
create a failed government by obstructing everything the President
wants to do, with a couple of noble exceptions like the ports bill,
which was important. But there has been a deliberate obstructionist
approach on the part of Democratic leaders in both Houses.

As far as Charlie calling names of the President --

Q The Vice President.

MR. SNOW: -- the Vice President -- I'm sorry -- in a year in
which, again, on these key issues, the Democrats don't have a plan,
it does appear that they have an anger management problem. But on
the other hand, I asked the Vice President about it today and he had
a big hearty laugh. He knows Charlie.

Q You said earlier in response to Bret's question that you
thought Senator Kerry should apologize to troops.

MR. SNOW: Yes.
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Q I wondered, do you have the same feeling about -- in
Illinois, when Pete Roscam told Tammy Duckworth, who, as you know,
had lost her legs in Iraqg, that she would cut and run from Iraq, and
then apologized when he realized that she physically couldn't run?
Should he apologize to her? And should -- in Pennsylvania, when
Sherwood told Chris Carney, who had worked, as you know, in the
Pentagon pre-war, that he had helped make a false case for war,
directly criticizing his military service -- should Sherwood and
should Roscam also apologize?

MR. SNOW: What you're trying to do on the Tammy Duckworth case
-— and first, the President thanks everybody who served, and that
would include Tammy Duckworth. What you're doing is you're trying to
take a common figure of speech and twist it into a personal insult,
and I don't think it fits in that case. And I don't know about the
Sherwood thing. I mean I just can't help you with that.

Go ahead.

Q What happened -- to what extent will what happens next
Tuesday be a referendum on the President and specifically the war?

MR. SNOW: I think you're going to find out it will be
interesting, Peter. Look, what you've got -- in any congressional
election you have 435 referenda on House seats, and you've got 33
referenda or 34 on given years on Senate seats. We're going to find
out. I think -- I'll tell you -- let me put it this way: The
President has made clear and will continue to make clear his
determination to win the war on terror of which Irag is the central
front. And I think people are -- again, they're going to ask
themselves, what are you going to do? You ask Democrats a simple
question: What's your plan? Okay, you complain. What's your plan?
What are you going to do to win?

It's an important contrast to make. But on the other hand the
President also has the positive message on the other side because he
says, here's the plan to win, and here's what's going to happen when
we do win. And it creates an entirely changed nature of the region,
because democracy will, in fact, catch on in the region and you will
have closer relations. Democracies, by their natures, not only are
not warlike, but are more inclined to work together on cooperative
efforts like free trade and so on. So I think it's -- I'll tell you
what, let's ask the question on Wednesday, and we'll try to do the
after-action reports. But I --

Q Well, you've been --
MR. SNOW: Yes, and you know what's interesting is —-- of course,

look, I'm dealing with self-selected audiences. 1I've talked to
Republican faithful, so these are obviously people who support the
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President. But I will tell you that their enthusiasm for finishing
the job in Irag -- people understand that it's tough; they understand
that it calls upon a nation's patience and its willingness to
sacrifice in a faraway place. It has always been hard business, and
in every war in American history, the public has recoiled,
understandably, at the cost of engagement, especially far away. But
they understand also the importance of finishing the job.

And on other issues -- I mean, when it comes to taxes, going
back to the Charlie Rangel question -- I mean, Charlie, a month ago,
had given the impression that continuing the tax cuts was off the
table, and apparently took a different position over the weekend.
But those are legitimate issues. Ask yourself, do you really think -
- are Democrats going to extend -- are they going to put a permanent
end to the marriage penalty? Are they going to get rid of the death
tax? Are they going to deal with a number of taxes that have been
trimmed under this presidency? Or are they going to let them just
sort of pop up again in the dead of night with no vote from
Congress?

Those are important issues, and the President is certainly
willing not only to take his position on it, but to clarify the
differences between the parties.

Q When the President makes a comment on Iraqg like. the one he
made last night in Texas, doesn't he, in effect, make it a referendum
on the war? Despite those 435 --

MR. SNOW: Well, I don't know. Look, it's interesting because
it may be it will also —-- Democrats have obviously made it a key
issue for them. And having made it a key issue, you would think that
they would tell you what they plan to do. And they haven't. And
that also is an issue. So it may be a referendum on the Democrats
approach to the most important issue in terms of our strategic
interests.

Q Yesterday, Prime Minister Tony Blair said that basically if
there's not an international collaboration on changing global
warming, there will not only be irreversible environmental damage,
there will also be economic damage to the extent -- I think he called
it devastating -- to the scale of -- or what happens in world wars.
So my question is, does the administration still maintain that its
climate change policy is based on not only sound science, but sound
economics?

MR. SNOW: Yes, and as a matter of fact, also aggressive
activity on the environment. Let me recite a little bit. In 2002,
in February, the President committed to cutting greenhouse gas
intensity, how much we emit per unit of economy activity by 18
percent. Well, guess what. The intensity declined 2 percent in
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2003, and another 2.5 percent in 2004. They're ahead of goals.
We're cutting back.

One of the things the President has been talking about, and
you've heard a lot of times, Paula, is getting rid of America's
"addiction to o0il." Well, how do you do that? Well, you innovate
your way out by finding energy sources that, in fact, do not
contribute to climate change, that cannot be construed as
contributing to global warming. He's talked about ethanol, he's
talked about nuclear, he's talked about biodiesel, and he's talked
about the importance of being aggressive in terms of innovating our
way out of it.

You've had the Energy Policy Act of 2005; $5 billion in tax
incentives for clean energy systems and highly efficient vehicles.
You've had the Advanced Energy Initiative -- that's a 22 percent
increase in Department of Energy research funding. You increase CAFE
standards for SUVs. There is $25 billion on climate change programs,
by far the most in the world, that include: Climate Science Program,
$2 billion a year; Climate Technology Program, $3 billion a year;
Climate Vision, 15 industry sectors cutting emissions; you have
climate leaders -- more than 70 companies cutting emissions. And
what's interesting is we've also been working with our allies on ways
to do the same sort of thing.

So the President has, in fact, contrary to stereotype, been
actively engaged in trying to fight climate change and will continue
to do so.

0 One area that is notably absent and that even Shell 0il and
other major players are calling for is global mandatory emissions --
trade program, that unless you do this on an international basis,
it's not in the long-term economic interest of the United States,
which seems to be one of your arguments, that somehow it benefits the
United States in the long-term.

MR. SNOW: Well, actually, what the United States has done is
we've actually taken the lead on those kinds of innovations, such as
the Asia Pacific Partnership on Clean Development and Climate, which
involves working together with China, India, Korea -- South Korea --
Japan and Australia. You've got a methane program, 17 countries
working to capture 50 million tons of methane emissions. You'wve got
an international partnership for hydrogen energy. You've got Carbon
Sequestration Leadership Forum, which deals directly with what you're
talking about. And there's also a global nuclear energy partnership.

So, look, the President is eager to find any ways and obviously
believes in market-based solutions, because what they end up doing is
making use of people's natural incentives for doing well by doing the
right things.
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Q One last follow-up. With respect to oil and the addiction
you say the United States has for oil, in the months leading up to
the war and afterwards, when asked if this war was all about oil, the
administration always denied that was the case, but now, inserting
into a lot of these speeches, the President is emphasizing the need
to preserve the oil reserves over there and that not to do so would
be a very devastating impact on Irag. But wouldn't it also be a
devastating impact on the United States, which relies on o0il?

MR. SNOW: not necessarily, because Irag is not a significant
source of o0il production for the United States right now. The reason
the President talks about the importance of maintaining the Iragi oil
fields is that it offers an opportunity for literally a common pool
of wealth that will be used -- he encourages it being distributed
among all Iragis so that they're all going to have a shared economic
and financial interest in the success of the country. He looks upon
this as a common resource for the Iragi people. And he makes the
very reasonable point that you want the Iragis to be fully invested,
again, literally and figuratively, in making sure that democracy
works. And that's a very powerful way to do it. :

April.

Q Two things, one on North Korea and the other on Sudan.
When did the President decide to pull apart the issue of nuclear
weapons and counterfeiting? Because from that podium, he said they
were issues that went together. And now you're saying that he's
going to deal with the issue of money laundering later.

MR. SNOW: No, I said if it comes up -- Secretary Rice said it
could come up at a future date in a forum at the six-party talks. It
has not been severed. What's your second question?

Q So if they go into these talks, these upcoming talks that
you're looking at, they will deal with both issues at the same time?

MR. SNOW: I don't know how they're going to stage it. That's a
question, really, that you need to ask State. They're going to be
able to answer that technical question; I can't.

Q And on the Sudan, Muslim peacekeeping forces, did the
President and Natsios talk about that at all?

MR. SNOW: You know what, I wasn't in the meeting and I didn't
get a more detailed readout. 1I'll find out for you. Do me a favor
and just ping me on it, so I do remember. Actually, can we take a
note here?

Q But, also, some of the critics have said that if there 1is,
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indeed, an all-Muslim peacekeeping force, that it would be biased
towards Khartoum. What is your thought about that?

MR. SNOW: Well, the one thing that the President made clear --
and let me just pull up some of the comments he made when he was
speaking with Ambassador Natsios -- is that the government in
Khartoum needs to understand how serious we are about getting peace
for the people in Darfur. He said, "The people who have suffered in
Darfur need to know the United States will work with others to help
solve the problem." And, "The government of Sudan must understand
that we're serious -- when you deliver a message to them on behalf of
our government" -- he was saying to Andrew Natsios -- "that we're
earnest and serious about their necessity to step up and work with
the international community." This talks about, the President also
had mentioned a credible international peacekeeping force. As you
know, he just got back and what he said is that Andrew Natsios has
been there for 10 days. And unfortunately, but tc nobody's surprise,
there is a grim report about the human condition there. And the
President is outraged about it and he believes the international
community needs to step up, and he believes that the government of
Sudan needs to do it, as well.

Q Tony, you mentioned that the President will go to Missouri
on Friday. Will he do anything with Senator Talent?

MR. SNOW: I don't know. He's certainly going to be campaigning
for him. I'll find out.

Q - But it's intended to be for his Senate campaign?

MR. SNOW: Yes. Obviously, for all candidates, but a close and
highly watched race down there is Jim Talent. I was campaigning for
him there yesterday.

0 Does the President have a feeling about the Michael J. Fox
ad, which has been so much in the news in that race and in others?

MR. SNOW: No, I have not heard him talk about it. But it's
interesting, let's make a couple of important points when it comes to
stem cell research. Any stem cell research that takes place in the
United States today is a result of a decision the President made in
2001, to be the first to make available 60 then-existing stem cell
lines involving embryonic stem cells. He said at the time also that
he believed that those stem cells, the collection of such cells
involved the taking of a human life. He did not think it would be
appropriate for the federal government to engage in something morally
controversial, but he would not outlaw it, and in fact, would permit
private investment, which is going on in some places.

Meanwhile, the United States has the most robust program in
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investigating the promise of adult and blood cord stem cells, which
so far have demonstrated far more promise in dealing with real
conditions than embryonic stem cells, which to date at least have not
yielded the results that many people would like to see them produce.
So when it comes to the issue of stem cell research, there has been
no party and no President who has stepped up and made possible more
research and encouraged more research than George W. Bush.

Q But beyond that, does he feel that the Fox ads are
inappropriate?

MR. SNOW: Again, he just -— I haven't heard him talk about it,
don't expect to hear him talk about it.

Q Will he talk about stem cell research if he campaigns with
Jim Talent?

MR. SNOW: Well, we'll find out. 1It's -- look, it's an issue,
and I've just given you the position. And also the guestion is, will
you talk about the record of the administration in trying to assess
the truth or the veracity of charges that are leveled against members
of the Senate —--

. Q --. going to talk about the record, I would say that those
60 lines didn't materialize.

MR. SNOW: Well, no, at least 21 of them are involved in active
research right now, and you know it.

Q Tony, what's the decision-making process on where the
President is going to go, leading to Election Day? Why is he going
where he's going? And second, have we seen the stump speech, or is
it going to continue to evolve and perhaps become even more
aggressive?

MR. SNOW: We don't believe in staying in the same place, so the
President will continue to sharpen his message. He's going to places
where he can make a difference. You know, for all the, “President
Bush is not going to go to contested districts” -- well, let's see,
he's in Mike Sodrel's district, which is a very close district. He's
going down to Mac Collins's district, a close race, today. He was in
Texas yesterday, close district. He's going to be in Missouri,
you've got a close Senate race.

The President knows that when he gets there -- and some of you
have been there. I think there were a lot of people maybe astonished
by the boisterousness of the responses that he's seen in Statesboro
and in Indiana and elsewhere. Where people see the President, his
passion, his commitment, and his determination, it does make a
difference, and it sends a powerful message not merely to Republican
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partisans, but also independent voters. And more people are going
into the undecided category these days because they're scratching
their heads and asking the question, who is going to be serious about
the future?

So these are going to be events that will be important for those
candidates, but it also sends a message nationwide about a President
who has a very aggressive view not merely of the next seven days, but
the next two years.

Q Is his schedule going to be heavy on contested districts
and states?

MR. SNOW: I think so. I mean, I can't give you a full readout
of the districts, but so far, yes.

o) There are reports out of Colorado that he'll be there over
the weekend. Can you confirm that? ‘

MR. SNOW: ©No, I can't. Again, I'm still -- look, a number of
these things are still in process and we're nailing down final
details on a number of them. When I'm in a position to do it --

Q Tell us a little more about that process.

MR. SNOW: You're going to have to call the political office.
They're the guys who are working a lot of that out.

Q Has any candidate told him to stay away?
MR. SNOW: ©Not that I'm aware of.

Q In his campaign speech, he's being very clear about kind of
linking a vote for the Democrats to the insurgents and how important
it is, therefore, to vote for the Republicans. And in a TV interview
in the last couple of days, Vice President Cheney was even more blunt
about this. Is it the position of the President that, in fact, the
Democratic Party is the party of the insurgents and the party of al
Qaeda®?

MR. SNOW: ©No, it's the position of the President that the
Democratic policies -- he doesn't think for a minute the Democrats
are sitting around saying, "go, bin Laden." People understand -- but
what he does think is that the policies are simply flat wrong. And
if you think through them, you come to the conclusion that the idea,
for instance, of withdrawal without any recognition of conditions on
the ground, withdrawal without an assurance of victory in Iraq is a
recipe for the kind of disaster I outlined before. That's an
important distinction to make.
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In that sense, yes, it would be good for terrorists because they
would have safe haven in Irag. On the other hand, what he's not

saying -- and I'm glad you asked the question -- he's certainly not
going to accuse people of running around with "I love bin Laden" t-
shirts. 1It's important to know that people -- you can be patriotic,

but you can also be wrong on something very important. And the
President hasn't questioned the patriotism of Democrats, and he's
certainly not going to accuse them of climbing in bed with bin
Laden. But he will be clear that if you follow these policies, or,
as I've been saying, really the lack of a policy to its logical
conclusion, it could get you in real trouble.

Q Tony, when the President and Vice President talk about how
insurgents and volatile forces are watching this election, is there
an inference there that they would hope Democrats prevail?

MR. SNOW: Well, I don't -- you know, I'll let you draw your own
conclusions on that. He's not trying to --

Q Are you guys polling in the Tora Bora Mountains or --
seriously. :

MR. SNOW: That's a good line. That's cute. That's why I
didn't answer the question. I don't have a clue. I mean, I've said
many times I'm not going to know the thoughts of them, which is why I
didn't take that extra leap, Dick. ‘

Q But if you assert they're influencing -- influencing to
what end?

MR. SNOW: Influencing?

Q The election process. You've said it. The President and
the Vice President have said it.

MR. SNOW: Now you're getting into a separate issue here, which
is terrorists who have committed certain acts of terror may try to
influence elections by, among other things, shaping media coverage,
so that we have a concentration not on what American men and women
have been achieving in Iraq, but instead, acts of violence that give
the appearance of defeat at a time when, again, to repeat what
General Casey said, they have not lost a single engagement, and there
has been -- at least according to the Prime Minister, considerable
progress within Iraq, which is why the war is more popular in Iraqg
than it is in the United States. So to that -- in terms of a -- but
that's as much a discussion of propaganda as a tool in a time of war
1s anything else. Go ahead.

Q A tool to what end, though? Are you suggesting by
discussing this now over a period of days that that influence is
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intended to unseat Republicans?

MR. SNOW: No, I'm suggesting that that influence is designed to
try to weaken American will to .finish the job. 1It's a separate and

unrelated item in that sense. But what is -- what I'm also saying
is, don't you think Democrats -- and a number of you have written
stories about this -- don't you think, on this issue that they

consider of such paramount importance, that they ought to be able to
get their act together long enough to come up with a plan? If it's
that important, you got to figure out what you're going to do?

Q —-— the President have a plan?

Q Tony, let me just ask your plan about this idea of -- I
believe it was called withdrawal without assurance of victory in
Iraqg, which I think was the summary of the Democrats' position. And
it gets back to this notion of this being a referendum, because isn't
what the President putting forward -- is to stay without an assurance
of victory in Irag?

MR. SNOW: No, it's to stay with a determination of victory.
Q There's no assurance of victory in Iraq.

MR. SNOW: Well, Jim, are you saying that you don't think our
troops are going to be able to complete the job?

Q I'm not saying -— it doesn't matter what I'm saying. It
only matters what you folks are saying.

MR. SNOW: Okay, here's -- let me put it this way. If you'd
asked the same question in World War II, people would have looked at
you like you were crazy, because even when times looked toughest,
there was a national determination to win. And there is a national
determination to win in Iraqg. And so the assurance I'm giving you is
based on the quality and determination not only of U.S. forces, but
also the Iraqgis who are fighting with them. And the question is not
if, but when.

0 But why isn't it a failr reading of this, if the President
'is going to throw the idea out that what Democrats are doing is
advocating leaving without an assurance of victory, why isn't it a
fair reading of the situation to say, on one hand, you have leaving
without assurance, and on the other hand, you have staying without an
assurance?

MR. SNOW: Because to leave is to create a vacuum and there is
really not much doubt of what the result is going to be. To stay,
with victory as your determination, ensures that you're going to have
the ability over time to do what you want to achieve. It seems to me

10/31/2006



Page 22 of 24

that you're trying to draw —-- let me get to the back rows a little
bit first, and then we'll get back up here.

Q Thank you, Tony. Several members of Congress I spoke to on
the Republican side say whether or not they retain the majority in
the House, Speaker Hastert will not remain in his position. And they
said the Speaker has talked about being the next ambassador to
Japan. Has the White House had any discussions with him about that?

MR. SNOW: Not that I'm aware of. That's the first I've heard
about it. Yes, I'm speechless. That's a new one on me, John.

Go ahead.

Q Tony, two questions. On Sunday, Tim Russert asked
Maryland's Republican U.S. Senate nominee Michael Steele, are you
running as a proud Bush Republican? Steele replied, and this is a
quote, "I'm running as a proud Republican." My question: What is
the reaction of the head of the Republican Party to this deletion of
him by nominee Steele, who had no such deletion regarding his
endorsements by Don King and Mike Tyson?

MR. SNOW: What you -- you forgot Russell Simmons. (Laughter.)
You got to finish your endorsement. Look, I'll tell you what -- a
couple of things. Number one, the President understands politics and
he also wants Michael Steele to be the next senator from Maryland and
he's confident he's going to be it. I'm campaigning for Michael
tomorrow. So it's not like we're doing anything we can to hide our
support for him.

0 The Chairman of the Senate Democratic Campaign said he is

- confident of a Democratic takeover of the Senate on November the 7th,
and the election is a referendum on George Bush. How does the
President react to this chairman's predictions?

MR. SNOW: With anticipation of November 8th.

Q On North Korea, you also noted that the President said
today he'll be sending teams to the region. ‘

MR. SNOW: Yes.

Q What are the role of those teams and how early could they
be sent? ' '

MR. SNOW: We'll be making appropriate announcements at the
appropriate time.

Q There are reports that it may be in a month.
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MR. SNOW: Well, it's -- look, the Secretary of State has said
that she'd like to see talks commence before the end of the year.
That's two months. So, I mean, we're working quickly to try to get
the process back up and going.

One in the back and then we'll go ahead and --

Q Is the President concerned about the close ties between
Prime Minister Maliki and Muqtada al Sadr might hinder a tough stance
against the militias, especially the Mahdi Army?

MR. SNOW: No, the President understands, first, that Mugtada al
Sadr is part of the government; secondly, that the Prime Minister has
made clear the necessity of dealing with key players on both sides.
As you know, he met with Mugtada al Sadr and Ali al Sistani a little
more than a week ago; they had a reconciliation conference with
Sunnis in Saudi Arabia. And furthermore, the Prime Minister has also
met with a hundred Sunni leaders, tribal leaders, working on the
issue. '

If you're going to be the leader of Iraq, and you're going to
deal with sectarian issues, and you're going to deal with militias,
you're going to have to do the sort of things that Prime Minister
Maliki has been doing. I think it shows that you've got a politician
who's realistic about how to proceed.

Martha.

0 Tony, some of Senator Kerry's people are saying that
Senator Kerry was not talking about the soldiers when he made that
comment, but, in fact, was talking about the President.

MR. SNOW: We're deporting high school students to get stuck in
Iraqg?

Q I'm just telling you what Senator Kerry's people are
saying, that he was talking about the President, not the soldiers --
that if he had done his homework, we wouldn't be stuck in Iraq.

MR. SNOW: Okay. A, he —-- I'm sorry. Tell them to try version

Q When you were talking to Jim about assurance, the Democrats
don't have assurance of victory, that implies you can assure victor
in Iradqg.

MR. SNOW: Let me put it this way. The President is confident
of victory. Look, in a time of war -- I love this. Would you have
asked, would somebody have said, Lincoln, will you assure victory;
Roosevelt, will you assure victory?
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Q You just said the Democrats can't assure victory.

MR. SNOW: No, what I'm saying is the Democrats -- by saying
that their primary mission is to withdraw from Iraqg without an
assurance of victory means that you set in place conditions that
could create absolute chaos in the region and around the world. The
President is determined, knowing the quality and the courage and the
ingenuity and the ability of American forces working with the Iragis,
who become more capable with each passing day, that they're going to
get the job done. He knows it's going to be tough. But on the other
hand, the way you win is you stay determined and steadfast to the
goal. -And at the same time, as we've been through many times in
recent weeks, you remain nimble about the changing conditions on the
battlefield.

Q Well, we've also been through many times that the
assurances from the administration at the very beginning of the war
were that it would be -- we'd be greeted as liberators in Iraq, that
it would be almost a cake walk, and that didn't turn out to be true.
Isn't that why people have questions about your assurances now?
You're assurances at the beginning of the war have not come true.

MR. SNOW: Let me make the point again. If you leave without
victory, you create conditions for defeat. If you stay and you're
determined to win -- I'1ll let you ask the question. Have some of
your guys in Baghdad ask our forces, do you think you're going to be
able to finish the job? My guess is their answer is going to be,
yes. And beyond that, we're engaging in chin pulling that's going to
get us chasing around a tree for the rest of the --

o) -- Democrats like Murtha have said they feel -- actually,
they praise the soldiers and say that they've done their job, but
that the rest of it in terms of the strife among Iraqgis can't --

MR. SNOW: Again, I've asked you to ask the soldiers what their
view is. A lot of these people have re-upped two and three times
because they think they're involved in something special. And I dare
say CNN gets the kind of mail that we get, which are a lot of people
frustrated because their side doesn't get told. We get pictures of
people getting killed, but we don't get pictures of people doing
their jobs.

Thank you.

END 11:29 A.M.
EST
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Cubin’s difficulties stem from a combination of how she has run her campaign and the national
political environment, Gonzales said. Her recent confrontation with a disabled Libertarian
candidate didn’t help but is not the main cause of her re-election woes, he added.

"She had been underperforming well before she decided to stick her foot in her mouth,”
Gongzales said.

Cubin said the late ad buy is a reflection of troubles faced by the GOP nationally with the House
page scandal, Iraq and other issues and not because of any problems with her campaign.

"I was down, as were most Republicans in the state, around 10 points just by virtue of being a
Republican,” Cubin said Sunday in an interview with The Associated Press. "And it's been that
way across the country."

But Republican pollster Jon McHenry said when a national committee is putting money into a
race like Cubin's, it means the party has some concerns about it.

“They want to make sure they don’t let one slip away,” said McHenry, with the GOP polling
firm of Ayres, McHenry and Associates Inc., based in Virginia just outside the nation’s capital.

A race in a normally Republican stronghold such as Wyoming is not one Republicans would
typically look out for, he said. “But it’s shaped up to be that kind of year where Republicans are
defending more territory than they usually have to,” he said.

No benefit would come from money left over after the election, McHenry noted, so both
Democratic and Republicans campaign committees are looking closely at all races where the two
candidates are within five points in the polls.

This year Republicans are thinking, “We don’t want this to get over 230 Democratic seats; if we
ought to win this race, let’s put in the money and make sure we do win it,” he said.

Cubin is seeking a seventh term against Trauner -- a newcomer on the Wyoming political scene -
- and Libertarian Thomas Rankin. Last week the nonpartisan Cook Political Report moved
Cubin’s re-election chances to a more vulnerable category, from “likely Republican” to “lean
Republican.”

The latest poll in the race showed that Cubin and Trauner were running about even. The poll
sponsored by the Wyoming Tribune-Eagle found 44 percent support for Cubin and a little over
40 percent for Trauner, within the poll's margin of error of plus or minus 4 percentage points.
Rankin had 5 percent, and 8 percent were undecided.

National GOP officials will not publicly acknowledge that they fear for Cubin’s chances.

The NRCC is running the ads to inform voters about Trauner’s stand on taxes and the fact that he
had lived in New York before he moving to Wyoming 16 years ago, said NRCC spokesman Ed
Patru. ‘



“We want to make sure (Cubin) wins with a decisive margin to discourage other pro-tax,
carpetbagging liberals from running against her in the future,” Patiu said. “She’ll get back in
Congress after election day... We're not concerned we’re going to lose the race, absolutely not.”

Cheney, who also plans to stump for GOP candidates in Montana and Colorado this week, will
make a second trip to Wyoming to campaign on Saturday in Laramie. He also spoke at a rally for
Cubin at the Casper Events Center on Oct. 2.

Meanwhile, Cody attorney Stephen Simonton and two others have co-founded a Thermopolis-
based group called Republicans for Trauner.

The 64-year-old Simonton, who says he has been a Republican since he reached voting age,
believes Cubin has become a “puppet” for the GOP instead of standing for the state. He said he
had never met Trauner before he started the group, which he got the idea to form the group when
Cubin won her primary election with just 61 percent of the vote.

“T came to realize there were probably a lot of Republicans who feel like I do and have for quite
a while,” he said. “It’s very clear that that 40 percent of the Republicans who voted against her
are ... pretty upset that she is out of touch with Wyoming.”

Simonton said he has been “amazed” by the people supporting him, which he said make up the
vast majority of those he comes into contact with. But he acknowledged that he has run into
some conservatives who are “kind of disappointed” he is taking this tack.

The group put out 22,000 fliers that should be delivered to the doors of Republicans across the
state this week, he said. They are preparing to run a couple of statewide newspapers ads as well.

Poll: Freudenthal has huge lead over Hunkins

CHEYENNE, Wyo. - Gov. Dave Freudenthal enjoys a huge lead over Republican challenger
Ray Hunkins, according to a new poll.

The telephone survey conducted Oct. 18-25 by Aspen Media and Market Research for the
Wyoming Tribune-Eagle found 69 percent of likely voters said they would back the Democratic
governor, with only 18 percent saying they backed Hunkins. Ten percent of respondents were
undecided, 2 percent refused to answer and 1 percent said they supported neither candidate on
the ballot.

The poll surveyed 539 people and had a margin of error of plus or minus 4 percentage points.

Oliver Walter, a political science professor and dean of the University of Wyoming's College of
Arts and Sciences, said it would be almost inconceivable that Hunkins could overcome the
governor's lead before the Nov. 7 election. :



"Well, it would be an absolute miracle. Nobody, in my memory, has ever made up that kind of
deficit," Walter said. "You would have to have a cataclysmic event to turn something around that
big."

Hunkins had a different read on the numbers.

"Well, my reaction is I think the Tribune-Eagle polling firm forgot to call my supporters," he
said while on a campaign stop in Thayne.

Ryan Lance, a spokesman for Freudenthal's campaign, said the campaign wouldn't rest until
Election Day.

"While the numbers are heartening, we still have some work to do," Lance said.

A Mason-Dixon Polling & Research poll conducted earlier in October for the Casper Star-
Tribune showed Freudenthal with a 63-30 lead over Hunkins, with 7 percent undecided. That
poll also had a margin of error of 4 percentage points.

~ The Tribune-Eagle's poll also asked respondents who they thought would better handle a variety
of issues facing the state. On each question, Freudenthal came out ahead:

_ On fighting methathiphetamine, 45 percent said Freudenthal would do a better _]Ob with 18
percent favoring Hunkins.

_ Asked who would do a better job reining in state government, 57 percent said Freudenthal and
19 percent said Hunkins.

_ Just over half, 53 percent, said Freudenthal would do a better job addressing moral and ethical
issues; 20 percent said Hunkins would do better.

_ Opverall, 73 percent said the state is going in the right direction.

"The governor has a very unique breadth and scope of knowledge, and I think the voters
appreciate that and trust his ability to handle those issues," Lance said.

Hunkins interpreted the numbers differently. "It tells me that there has been a big effort to try
and convince the people of this state that the state is on the right track," he said.

Walter said Freudenthal has benefited from the state's booming economy.

Dan Hoffman, senior director of Aspen Media, headquartered in Boulder, Colo., agreed with
Walter that a Hunkins comeback at this point would be unlikely.

"When we look at this polling data right now, there is only 10 percent who are unsure," Hoffman
said. "It would have to take some really startling news about the governor for him to lose this
race."
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Fawcett's high polling numbers mirror races in states such as Nebraska, Kansas, Wyoming and
California's central valley, where there are similar political demographics, said Amy Walter, senior
editor of the nonpartisan Cook Political Report.

"If's a pattern we're seeing. It's not 100 percent unique to the 5th District in Colorado," said Walter, who
tracks the nation's congressional races. "Compounding the problem in Colorado is that there is nothing
at the top of the ticket pulling Republicans to vote ... and Lamborn can't coalesce the base."

This district historically is the base, but a brutal, six-way primary left Lamborn on shaky ground. Rep.
Joel Hefley, who is retiring from the seat after 20 years, has refused to endorse Lamborn, calling his
primary campaign "sleazy" and "dishonest."

The poll was conducted last week and has a margin of sampling error of plus or minus 5 percentage
points.

Each of the campaigns took the results as positive news Monday.

Fawcett campaign manager Wanda James said it is a bad sign for Lamborn that he does not have 50
percent of the vote despite being so well-known in the largely Republican district. But she
acknowledged the backlash. .

" think the Republican Party has done a good job of rallying its base," she said. And she noted that local
Republican advertising has focused on national implications rather than the local race.

"What it has been is, 'If you are voting for Jay Fawcett, you are voting for (Rep.) Nancy Pelosi (D-
Calif)." ... If you can find me one Republican who thinks Lamborn is actually the best man for the job,
I'll buy you a steak dinner."

Lamborn agreed that Republicans have responded to national implications.

"When Republicans look at what is at stake nationally, they are prone to become good team players," he
said. "The last thing they want is a Speaker Pelosi."

That held true for James Wett wer, a registered Republican from Buena Vista. He said he has already
voted for Lamborn.

"I'm just concerned about what is going on this election and what the Democrats will do if they take
over," Wettwer said.

But John Page, an independent voter from Colorado Springs, said he plans to vote for Fawcett.

"] was really impressed with him at the debate," Page said. "And frankly, I really was not impressed
with Doug Lamborn."

Staff writer George Merritt can be reached at 303-954-1657 or gmerritt@denverpost.com.
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Admiral Keating returned to the Naval Military Personnel Command in September 1995 as Director,
Aviation Officer Distribution Division. He served as the Deputy Director for Operations (Current
Operations/J33), Operations Directorate, the Joint Staff, Washington, from August 1996 until June
1998. He assumed command of Carrier Group Five home ported in Yokosuka, Japan, in June 1998. In
September 2000, Admiral Keating reported to OPNAYV in Washington as Deputy Chief of Naval
Operations for Plans, Policy and Operations (N3/N5). In February 2002, he assumed command of U.S.
Naval Forces Central Command and U.S. Fifth Fleet. From October 13, 2003 to October 21, 2004,
Admiral Keating served as the Director, Joint Staff. Admiral Keating assumed command of North
American Aerospace Defense Command and United States Northern Command on November 5, 2004.

His awards include the Defense Distinguished Service Medal with two Oak Leaf Clusters,
Distinguished Service Medal with Gold Star, Legion of Merit with three Gold Stars, Defense
Meritorious Service Medal, Meritorious Service Medal with Gold Star, three Air Medals, Navy
Commendation Medal with two Gold Stars and Combat “V” and various unit and campaign awards.
He has over 5,000 flight hours and 1,200 arrested landings.

(Current as of May 2005)









bullied by an administration that has a cut and run policy in Afghanistan and a stand
still and lose strategy in Iraqg.”
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OH: CNN/Opinion Research poll shows Rep. Brown (D) ahead of Sen. DeWine (R), 54%-43% (-11).
TN: CNN/Opinion Research poll shows Corker (R) leading Rep. Ford (D), 52%-44% (+8).

VA: CNN/Opinion Research poll shows Webb (D) leading Allen (R), 50%-46% (-4).

WA: Strategic Vision poll shows Sen. Cantwell (D) leading McGavick (R}, 52%-44% (-8).
GOVERNOR |

CO: Rep. Beauprez (R) loans his campaign $142,000.

GA: Mason-Dixon poll for the Atlanta Journal-Constitution shows Gov. Perdue (R) leading Taylor (D), 53%-36%
(+17).

IL: Chicago Tribune poll shows Gov. Blagojevich (D) leading Topinka (R), 44%-29% (-15), with Whitney (G) at 13%.
MN: Univ. of Minn. Poll shows Hatch (D) leading Gov. Pawlenty (R), 45%-39% (-6), with 9% for Hutchinson (IP).
OH: CNN/Opinion Research poll shows Rep. Strickland (D) leading Blackwell (R), 59%-36% (-23).

WI: Strategic Vision poll shows Rep. Green (R) in statistical tie with Gov. Doyle (D), 45%-47% (-2).
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The vice president accidentally shot his hunting companion, then-78-year-old Harry Whittington, with a shotgun
early this year.

Rangel's digs on Cheney recalled his statements last year that the vice president, who has had four heart attacks,
was too sick to work.

"l would like to believe he's sick rather just mean and evil," Rangel, 76, told cable channel NY1.

"Sometimes | don't even think Cheney is awake enough to know what's going on. [Defense Secretary Donald]
Rumsfeld is the guy in Washington . . . running the country."

Cheney, 65, responded then, "I'm frankly surprised at his comments . . . They were so out of line it almost struck
me that . . . Charlie was having some problem. Charlie is losing it, [ guess."

Cheney spokeswoman Lea Anne McBride wouldn't respond directly to Rangel's latest broadsides.

"The vice president has been discussing tax policy, the fundamental difference in Republican and Democrat views
on how to keep taxes low and the American economy growing," she said.

Cheney once famously told Sen. Patrick Leahy (D-Vt.) on the Senate floor to "go f- - - yourself* while Rangel once
had a confrontation with Ways and Means Committee Chairman Bill Thomas (R-Calif.) where the Capitol Police
were called in.

Rangel said he is focused on Social Security, tax simplification and the Alternative Minimum Tax that is squeezing
even some middle-income families - not what to do in 2011, when the Bush tax cuts expire.

"The president's not going to be around in 2010. | may not be on the committee," said Rangel, who recently said
he'd quit Congress if the Democrats don't win control of the House.

"lt's quite possible that | might want to extend the tax cuts," he said, without naming any specific tax cut that might
continue.
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WI-08: St. Norbert College poll has Gard (R) and Kagen (D) tied at 43%.

SENATE

MT: NRSC goes up on the air with a $300,000 ad buy; the committee had not run ads in support of Sen. Burmns (R)
since 8/06.

NV: Research 2000 poll shows Sen. Ensign (R) leading Carter (D), 55%-41% (+14).

PA: West Chester Univ. poll shows Casey (D) leading Sen. Santorum (R), 50%-39% (-11).
TN: Rep. Ford's (D) campaign releases poll showing him leading Corker (R), 48%-43% (-5).
GOVERNOR |

CO: Mason-Dixon poll for Denver Post shows Ritter (D) leading Beauprez (R), 50%-38% (-12).
ID: Mason-Dixon poll shows Rep. Otter (R) in a statistical tie with Brady (D), 44%-43% (+1)..

WI: Rep. Green (R) says he will not use $468,000 in contributions the State Election Board ordered him to return
while his appeal to State Supreme Court is pending.
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Breakdown of Outgoing Mail 2" Quarter 3" Quarter Year to Date

2006 2006 2006

VP resume referrals (VP digital signature) 0 4 4
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Total. | S e 31402

Issues in descending order of frequency:
e Border control / immigration (Republican base is upset)
e Iraq / war on terrorism (“bring our troops home” 50 %; “complete the mission” 50 %)
@ Gas prices (letters dropped off with lower prices)
e U.S. involvement with UN (anti-UN; pro John Bolton)
e Humane treatment of detainees
e Advice: winning elections; controlling the border; fighting terrorism

e Difficulty for elderly and disabled to afford necessities
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