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Message from the Editor     Letter to the Editor 

Several domestic and foreign policy issues figure to 

play a prominent role in this year's presidential debates. 

In domestic policy, educational and health care reforms 

appear near the top of the national agenda. In foreign 

affairs, traditional policies toward China and Cuba 

appear particularly ripe for reexamination. We offer 

this special presidential election issue of the RAND 

Review as a modest contribution toward informing the 
debates on these and other issues. 

We say modest, because RAND research can nei- 
ther foresee nor address all of the campaign issues that 

may suddenly erupt and eventually sway the vote this 

year. Our scope of work has not included research, for 

example, on capital punishment, prayer in public 

schools, or the price of gasoline—all of which have 

commanded more attention than usual this campaign 
season. 

But we can speak to the array of issues outlined at 
left. And we can offer recommendations to help all 

political parties formulate cogent platforms and help 

all political candidates premise their arguments on a 

solid foundation of reliable information. If the infor- 
mation in these pages can strengthen the debate across 
the political spectrum, then the public will be served 
no matter who wins the election. 

—John Godges 

AP/WIDE WORLD PHOTOS/KEN BENNETT 

Wait Chapel on the campus 

of Wake Forest University in 

Winston-Salem, N.C., will be 

the site on Oct. 11,2000, of 

one of three nationally tele- 

vised presidential debates. 
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As a military officer with experience in personnel man- 

agement, I read with great interest your article, "Troop 

Formations: Military Personnel Reforms Contain Ele- 

ments of Surprise" (Winter 1999-2000). My studies and 

experience lead me to concur with all your findings, 

and I was encouraged to see that dedicated research 
verified my theories regarding retention. 

However, I was dismayed that the research did not 

address one of the key issues in retention: frequent 

reassignments necessitating family relocation. Beyond 

the issues of pay and allowances, the fact that military 

families must relocate, often to undesirable locations, is 

a primary stated reason for resignation or retirement. 

The average military member is better educated, 

more marketable, and more likely to have a family now 

than ever in the past. The needs of the military family 
have also changed to more closely reflect society in 
general: dual-income families, child care, and quality- 
of-life demands, to name a few. 

Second only to pay issues, the most common rea- 

son I have heard for members departing the service is 
family disruption and financial loss due to Permanent 

Change of Station (PCS). Military reimbursement for 
moving expenses falls so far short of actual expenses as 
to make reassignment a bankrupting event for many 
service members. While private industry may move 
their personnel regularly, the moving allowances and 
real estate services provided make the event far less 
financially stressful. 

To remedy this inconsistency, the military has two 

options: Change the military mentality that states, "you 
have to move to move up," or change the moving reim- 

bursement schedules to adequately compensate fami- 
lies for the disruption and hardships caused by 
transfer. The first option requires a major sea change, 
the second a major funding change. 

Rick Kenin 
Lieutenant Commander, U.S. Coast Guard 

Springfield, Va. 

Editor's Note: For RAND work on PCS transfers, see 

Personnel Turbulence: The Policy Determinants of 
Permanent Change of Station Moves, W. Michael Hix, 

Herbert]. Shukiar, Janet M. Hanley, Richard J. Kaplan, 

Jennifer H. Kawata, Grant N. Marshall, Peter J.E. Stan, 

RAND/MR-938-A, 1998,94 pp., ISBN 0-8330-2582-1, $15.00. 
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RAND REVIEW 

Balanced Ticket 
Proposals for a More Perfect Union and 
a World of Decision 

By James A. Thomson 

James A. Thomson is president and chief executive officer of RAND and 
chairman of the board of RAND Europe. 

Some might say we're asking for trouble. Or revealing 

our biases. Or "politicizing" our research. By clarifying 

how our research might pertain to a presidential 

campaign, we risk being accused of crossing the line between 

policy analysis and political advocacy. 

RAND has always tried to avoid crossing that line. Our 

clients and the public rely on us for objectivity. Advocacy or 

partisanship is not part of our game plan. But this is not to say 

we eschew making recommendations. 
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RAND REVIEW 

Our job is to help improve policy and decision- 

making through research and analysis. We do that in 

many ways. Sometimes, we develop new knowledge to 

inform decisionmakers without suggesting any specif- 

ic course of action. Often, we do more by spelling out 

the range of available options and analyzing their rela- 

tive advantages and disadvantages. On many other 

occasions, we find the analysis so compelling that we 

advance specific recommendations. We find that these 
chances to help are especially rewarding. 

When we advance recommendations, we do so 

with the full knowledge that we are not the decision- 

makers and that we cannot take into account every- 

thing they must take into account. We do not have to 

balance competing interests across vastly different 
domains. (For example, we do not have to choose 

whether to expend political capital on either a RAND 

recommendation or a new highway bill.) We normally 

do not have to struggle with a bureaucracy reluctant to 
implement new solutions, although we are sometimes 
part of those struggles. 

Our job is to give decisionmakers the best possible 
advice we can based on what we have been able to 

study. We advance our recommendations confident 
that they are the best we can develop—but also hum- 

ble with regard to the broader complexities faced by 

decisionmakers. Political decisions often involve fac- 
tors that are beyond the reach of the analyst. 

Why, then, this issue of the RAND Review? Presi- 

dent Truman is reputed to have said it best to one of his 
advisers: "Just tell me what's right. I'll do the politics." 

There will certainly be a lot of politics in the coming 

campaign. What we hope to do is to provide a founda- 
tion for the political debate by informing people and 

the candidates about the facts and about what the 
analysis suggests is the best way to proceed. 

The job of the next president of the United States 
will be no small order. It will be his charge to remedy 

lingering social and institutional ills at home and to 

define a coherent American role in a transforming 

world. In domestic affairs, a plenitude of proposals 

have been put forth to improve our educational and 

health systems, and the competing proposals have 

become central to the campaign debates. Some pro- 

posals look promising. Some don't. In foreign affairs, a 

whole new world of challenges and shifting alliances 

awaits the next president. Those challenges will need 
to be met by comparably dramatic        

shifts in defense planning as well 

as in diplomatic practices. 

Of course, it will also be the 

charge of the next president to 

command a military force under- 

going enormous transformations 

of its own. RAND conducts exten- 

sive research on defense policy, but 
we will reserve our detailed recom- 

mendations on defense policy for a 
future RAND Review that will coin- 

cide with the nation's quadrennial 

review of defense and security 
policies in 2001. 

Regarding the domestic and foreign policy recom- 
mendations outlined here, we suspect that both major 

candidates could find support for some of their 
positions in some of our recommendations. We also 

suspect that both candidates could find other recom- 

mendations less welcome. Ideally, both candidates 

would embrace the bulk of our recommendations and 
use them to refine their own presidential platforms and 
eventually the next administration, be it Democratic or 
Republican. 

At the same time, we recognize that our research 
cannot address every salient campaign issue. We have 

done no research, for example, on current proposals 

for Social Security, gun control, tax cuts, campaign 
finance reform, or the Middle East peace process. The 

recommendations that follow cannot determine and 
rank every national priority, but they can suggest what 

should be done about the priorities addressed here. 

So with that, let the partisan race proceed, but let 

it be informed, as much as possible, by nonpartisan 
research and analysis. ■ 

The following 

recommendations 

cannot determine 

and rank every 

national priority, but 

they can suggest 

what should be done 

about the priorities 

addressed here. 
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Domestic Policy for 
A More Perfect Union 

Voters consistently rank education and health care among their top concerns 

in the current presidential race. The education research outlined below offers 

advice on improving public schools, reforming public schools, reducing class 

sizes, developing alternative national tests, and closing the ethnic gap in higher 

education. The health care research described here diagnoses the chances for 

expanded health insurance coverage, for targeted coverage to vulnerable popu- 

lations, for prescription drug coverage under Medicare, for improved treatment 

for depression, and for improved quality of care for all. Recommendations also 

appear for other domestic policy issues, including abortion, early childhood 

investments, income inequality, drugs, crime, and air safety. 

Education 

To improve the existing public school system, target 

resources to teachers and disadvantaged students. 

Some research has shown that more money for public 

education cannot improve schools without the reform 

of school bureaucracies and the creation of competi- 

tive incentives. Policies advocated under this reasoning 
have included vouchers, school choice, charter schools, 

and contracting. Yet recent research, focusing on 

statewide educational reforms rather than individual 

schools or districts, shows consistent positive benefits 

of additional funding for public schools, particularly 

when targeted to minority and disadvantaged stu- 

dents. In general, money should be targeted to specific 

programs, types of students, and the early grades. If the 

goal is to improve test scores nationwide, the most 

cost-effective reforms appear to be the following: (1) In 

all states, give teachers more discretionary spending 

for classroom purposes, (2) in states with dispropor- 

tionate shares of poor students, expand public pre- 

school, and reduce class sizes in the early grades to 
below the national average, and (3) in states with aver- 

age proportions of poor students, reduce class sizes in 

the early grades to the national average. This approach 
would require boosting spending in states that current- 

ly have lower spending levels than average. A major 

source of inefficiency in national educational spending 

is the large inequity in spending across states. 
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To completely reform public schools, offer a compre- 

hensive alternative to the existing governance system. 

To date, all efforts to reform public education have 

been piecemeal. Voucher plans give some parents the 
financial resources to demand better schools but do 

not explain how public or private agencies should pro- 

vide better schools. Charter schools reduce regulations 

on a few schools but leave the vast majority unaffected. 

Site-based management changes local decisionmaking 
but does nothing to relieve pressures from the central 

office, federal and state regulations, or union contracts. 

And "systemic" reforms—which align mandated tests 

with mandated curricula and mandated teacher certi- 

fication methods—do not eliminate the political and 
contractual constraints that can make schools unre- 

sponsive to change. All these proposals leave intact the 
core of the existing system: a rigidly top-down, rule- 

driven bureaucracy that is committed to governing 

schools by politically negotiated rules. But there is a 

real alternative: contracting. This alternative builds on 

the charter school movement but would extend the 
autonomy of charter schools to all schools. Under con- 

tracting, school boards would no longer directly man- 

age schools. Instead, they would contract with inde- 

pendent organizations to run them. Contractors might 

range from the staff and parents of currently successful 
schools to community groups or universities. If they 
failed to deliver, they could be replaced. The role of 
school boards would be transformed. Their job would 

be merely to evaluate proposals, manage contracts, 
and ensure that contractors deliver on their promises. 

This arrangement would reduce spending on school 
bureaucracies and direct the money to the schools 

themselves. Large school systems could not convert to 
this new governance structure overnight. Big-city 

school boards could subject this proposal to a hard first 
test by contracting out for operation of their poorest- 
performing schools. 

To reduce class sizes, make sure there are enough class- 

rooms and teachers to go around. California's massive 

effort to reduce the size of primary-grade classes offers 
lessons for the nation as a whole. The good news is that 

There is a 
real alternative: 

contracting. 

California third graders in smaller 

classes have slightly higher test 

scores than students in larger class- 

es, and the gains appear equally 

across all ethnic, racial, economic, 

and linguistic categories. The bad 

news is that the rapid implementation of the program, 

begun in 1996, has exacerbated the inequalities among 

schools. Space shortages at already overcrowded 

schools have made it toughest for them to add new 

classrooms, and teacher shortages have allowed the 

fully credentialed teachers to gravitate toward the 

"most desirable" schools (see figure). If anything, it is 

striking that the gains in test scores have been equally 
distributed across the state despite the unequal imple- 
mentation. To make the program work more equitably, 

in California and elsewhere, future plans should 

include the construction of more classrooms where 

needed, the recruitment and professional develop- 

ment of high-quality teachers, and incentives for good 

teachers to work at the schools where their expertise is 
needed most. 

Percentage of Teachers Not Fully Credentialed 
in California Schools with Different Proportions of 
Low-Income Students 

30 
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SOURCE: California Class-Size Reduction Consortium analysis of California Department 
of Education data (see Class Size Reduction in California, 1999). 
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Explore the feasibility of replacing paper-and-pencil 

tests with computerized adaptive tests administered 

over the Internet. Advances in information technology 

make it possible to overcome many limitations of tra- 

ditional tests. For example, most existing paper-and- 

pencil tests measure a narrow range of skills; students 

may become frustrated when questions are too easy or 

too difficult for them; and there is typically a long delay 

in receiving the test results. These tests are becoming 

increasingly important, however, in the lives of school 

personnel and students. Several states use them to 

gauge the performance of teachers, principals, and 

schools, creating pressures to inflate scores, "teach to 

the test," or even breach test security. Results also have 

high stakes for students in many states and districts, 

with graduation, promotion, and tracking decisions 

based on scores. Because most existing tests are not 

well aligned with state standards or curriculum goals 

and are subject to artificial score inflation, these tests 

may be inappropriate measures of what students have 
accomplished. The increasing presence of technology 

in schools offers an opportunity to explore alternatives 

to traditional testing. Computer-based testing permits 

a broader range of questions to be administered, can 

adapt the difficulty of the questions to a student's pro- 

ficiency level, and may improve test security because 
questions may be drawn from a "bank" of thousands of 

questions. In addition, results can be reported almost 
instantaneously, making them potentially more useful 

to teachers, parents, and students. Administering the 

tests over the Internet would eliminate the need for 

expensive hardware and software at each school. Of 

course, this form of testing does not solve all of the 

problems associated with traditional tests, and it 

introduces some new ones, such as ensuring that all 
students and teachers are comfortable with the tech- 

nology. Such issues need to be explored before such a 

system can be adopted on a large scale. 

Take aggressive steps to close the educational gap 

between ethnic groups. If current trends continue, the 

gap in educational attainment between whites and 

Asians compared with blacks and Latinos will widen in 

the next 15 years, but a national effort to narrow the 

gap could more than pay for itself. In California alone, 

taxpayers would need to contribute, in 1997 dollars, an 

additional $9 billion annually—or 21 percent of the 

state's education budget—to ensure that blacks and 

Latinos complete high school and college at the same 

rate as whites. In the rest of the nation, costs would 

need to increase $14 billion annually, or 8 percent. But 

for each dollar spent, the long-term savings from 

reduced public health and welfare expenditures and 

increased tax revenues from higher incomes would be 

$1.90 in California and $2.60 in the rest of the nation. 

(The reason for the difference is that California has rel- 

atively more Latinos, who use public services less than 

average, while the rest of the nation has relatively more 

blacks, who use public services more than average.) It 

would cost roughly half as much to add the educational 

capacity needed if only the high school graduation 

rates of blacks and Latinos were to be equalized with 

those of whites. These estimates assume that there will 

be a marked increase among blacks and Latinos in 

their preparation and demand for high school comple- 

tion and college entrance. 

Health Care 

The next president will face many issues that have 
been brewing in the health care system relating to 

access, cost, and quality of care. These issues will affect 

every dimension of the system, including programs 

funded by the federal government, such as Medicare; 

programs funded jointly by the federal government 

and the states, such as Medicaid; care provided in the 

military health system or by the U.S. Department of 

Veterans Affairs; and care funded by the private sector. 

As work done at RAND has demonstrated, addressing 

these problems will require both clinical and economic 
solutions. It will require a strategic approach to increase 

the value of the money spent in the health care system. 
Below are a few specific proposals that may merit atten- 

tion right away. Although they do not directly address 

the systemic issues, these proposals do address impor- 

tant dimensions of the broader issues. 

Targeted federal assistance may be necessary to induce 

many states to expand insurance coverage for the 

uninsured. In the current political environment, much 

of the responsibility for improving health care access 

and affordability is vested in governors and state legis- 

latures, not the federal government. But independent 

actions taken by states are unlikely to significantly 
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Only Half the States Can Singlehandedly Insure Almost All of Their Uninsured 

H12 states with lowest uninsured rates 

D Second group of 12 states 

SOURCE: "Federalism and Health System Reform," 1997. 

I Third group of 12 states 

I 12 states with highest uninsured rates 

12 states 
with lowest 
uninsured 

rates 

Second 
group of 

12 states 

Third group 
of 12 states 

12 states 
with highest 

uninsured 
rates 

100 

Percentage of low-income uninsured 
who potentially could be provided 

insurance by state funds alone 

reduce the number of uninsured people in this coun- 

try, because states with the greatest need to expand 
coverage have the least tax capacity to do so (see map 

and figure). Federal-state partnerships may be neces- 
sary to substantially expand coverage. A good example 
is the Children's Health Insurance Program (CHIP), 

which gives federal matching funds to states to help 
expand coverage. Established in 1997, CHIP is likely to 

boost the number of low-income children who have 

insurance nationwide and to double their frequency of 
doctor visits on average. But the effects will vary greatly 

from state to state, with the biggest improvements in 
states that have traditionally provided the fewest 
health safety-net resources. 

low-income children insured and 

their frequency of doctor visits. 
Research on expanding coverage 

to the other populations indicates 
the following: 

• For employees of small businesses, 
which are less likely than large 
firms to offer health benefits, one 

proposal is to offer tax-deductible 

medical savings accounts (MSAs). But MSAs would only 
slightly increase either the number of small-business 
employees offered insurance or the number of small 
businesses offering it (see table). MSAs would be a very 

Medical savings 

accounts would 

only slightly 

increase the number 

of employees 

offered insurance. 

In efforts to expand health insurance coverage for 

specific populations: (1) do not count on medical sav- 

ings accounts; (2) bolster coverage for mental health 

services, including treatment for substance abuse; 

and (3) account for early retirements. Since the fail- 

ure of national health care reform, efforts to expand 

health insurance coverage have focused on vulnerable 

populations: children, employees of small businesses, 
the mentally ill, and the near-elderly. The discussion 

above notes that CHIP should boost the number of 

Potential Effect of Medical Savings Accounts 
(MSAs) on Insurance Coverage 

Scenario 

Employees in 
Small Businesses 
Offered Insurance 

Small Businesses 
Offering Insurance 

Without MSAs 41% 36% 

With MSAs 43% 38% 

SOURCE: "Simulating the Impact of Medical Savings Accounts on Small Business," 2000. 
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attractive option, however, for small-business employ- 

ers who are already offering insurance and whose 

employees are dissatisfied with a managed care plan. 

• For the mentally ill, "parity" legislation by the federal 

government and most states in the past three years has 

required equal coverage for mental health and medical 

conditions, but much of the legislation is very limited 

and does not extend to the people who need it most. In 

fact, people with mental disorders say the quality of 

their insurance coverage and their access to care have 

both declined in the past two years, whereas those 

without mental disorders report stable insurance and 

improved benefits. Even if stronger legislation is enact- 

ed, however, parity "on paper" may not be enough in 

today's managed care environment. 

• Treatment for substance abuse has almost always 

been excluded from federal and state legislation ex- 

panding mental health coverage—largely because of cost 

concerns. However, unlimited coverage for substance 

abuse treatment that is currently offered by 25 managed 

care plans costs employers only $5 a year per employee. 
Limiting benefits for substance abuse treatment saves 
very little but costs a lot of patients very much. Patients 
who lose coverage are likely to end treatment prema- 

turely or get dumped into the public sector. 
• For the near-elderly contemplating early retirement 

before they become eligible for Medicare at age 65, 

individual health insurance may be 

prohibitively costly. Recent propos- 

als would allow some individuals to 

buy into Medicare prior to age 65. 

This would increase options for 

health insurance coverage among 

early retirees, who now must rely 
either on employer-provided retiree 

health benefits, COBRA continu- 

ation coverage purchased through 

a previous employer, or the private 

insurance market. Expanding access 

to Medicare coverage will reduce 

the number of near-elderly who 

are uninsured but, depending 

upon the cost of the coverage, 

might also increase the number 

who retire early, which may or may 

not be the intent. 

Cover prescription drugs under Medicare for at least 

some of the elderly. For years, politicians have con- 

sidered expanding Medicare benefits to cover pre- 

scription drug costs. It would be a fair deal, for three 

reasons: (1) The financial burden for the elderly can be 

catastrophic; (2) coverage would increase demand for 

drugs only by increasing the number of users, not by 

increasing the amount of drugs taken per user; and 

(3) although coverage would cost about $15 billion a 

year in 1990 dollars, or 17 percent of Medicare outlays, 

Medicare could negotiate discounts on drug prices to 

reduce the cost. The elderly who use prescription drugs 

spend an average of 3.1 percent of household income 

on them, but the elderly without private insurance 

bear three times the burden (see figure). Similarly, the 

elderly in poor, near-poor, and low-income house- 

holds bear nearly ten times the burden of those in 

high-income households. The burden is also at least 

twice as great for those with a chronic medical condi- 

tion, such as diabetes. Although 55 percent of the 

elderly who use prescription drugs spend 1 percent or 
less of their income on them, 1 percent of the elderly 
spend over one quarter of their income on them. Given 
the uneven burden, one option would be to target 
Medicare coverage for prescription drugs to those 

who need it most: those with low incomes and those in 

poor health. 

Percentage of Income Spent on Prescription Drugs 
by the Elderly 

With insurance 

Without insurance 

Poor 

MHBH1.4 

Near poor 

Low income 

Middle income ■■■■1.6 

High income ■■0.6 

No chronic medical 
condition ■■1H1.4 

One or more H HB HI         I3-4 

Two or more ■■■■■■■■■■■■■■■I 3.1 
I          I          I          I          I          I 

( )             1             2            3            4            5            6 
Percentage 

SOURCE: "The Financial Burden of Prescription Drug Use Among Elderly Persons," 1997. 
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Improve treatment for depression, using available and 

practical methods. Depression is among the most 

common of chronic health problems, and it exacts 

higher social costs than many other chronic diseases, 

especially in terms of daily functioning and employ- 

ment. Despite the existence of medical guidelines for 

treating depression, the quality of care varies widely, 

many patients receive no care at all, and the cost- 

effectiveness of care is usually low. A major part of the 

problem is that most patients with symptoms of 
depression are seen only in primary care settings, 

where general medical clinicians often lack the time, 

training, or access to specialists necessary to diagnose 

and treat depression effectively. As a result, many seri- 

ously depressed patients receive care for a problem 

other than depression or receive the wrong treatment. 

For example, depressed patients are more likely to be 

prescribed tranquilizers, which are ineffective for 
depression, than antidepressants. But there is hope. A 
recent clinical trial, called Partners in Care, shows that 
the quality of care for depression can be significantly 
improved with modest, practical methods. Partners in 

Care entails educating primary care clinicians to recog- 

nize the signs of depression and prescribe correct 

treatment, either medication or psychotherapy. No one 

tells the clinicians or patients what to do. Rather, the 
primary care practices are trained to improve them- 
selves. The results have been startling. Twelve months 
into the clinical trial, five percent more of the patients 
in the improved practices remained in the workforce 

compared with their counterparts receiving customary 
care. Since depression reduces workforce participation 

by about five percent, the Partners in Care program 

negated the detrimental effect of depression on employ- 
ment. Although employment is a crude measure of 

well-being, it is particularly relevant to health policy 
because most private health insurance comes through 

employment. No other quality-improvement program 
for any health condition in primary care has shown 
that kind of positive employment boost. 

Spearhead a national strategy to improve the quality 

of health care for all. The U.S. health care system is 
inefficient. It wastes money by providing care that is 

not needed, and it causes potential harm by failing to 

provide care that is needed. Most Americans receive 

There is little 

evidence that 

economic 

incentives alone 

will improve 

patterns of care. 

high-quality care, but 20 to 30 per- 

cent of the care given is unneces- 

sary, while about a third of the 

needed care is not given. Regarding 

overuse, many medical procedures 

are performed for inappropriate 

reasons, meaning the expected 

health risks outweigh the expected 
health benefits. The rates of inap- 

propriate use range from 2 percent 

for cataract removal to 32 percent for carotid 

endarterectomy, a procedure that reduces the likeli- 

hood that a patient will have a stroke (see figure). 

Regarding underuse, many people receive either too 

little care or the wrong care because of misdiagnosis 

and mistreatment. There is little evidence that eco- 

nomic incentives alone will improve patterns of care. 

Cost-cutting strategies by U.S. managed care organiza- 
tions and by national health care systems abroad have 
decreased necessary as well as unnecessary care. 
Fortunately, new methods for measuring the necessity 

and quality of care are available. RAND has developed 

more than 1,500 quality indicators for nearly 70 clinical 

areas that represent care for the leading causes of 

death, disability, and illness. This new quality system 

applies to children, adults, and the vulnerable elderly. 
Tools have been developed to evaluate care from 

Proportion of Procedures Judged Either 
"Clinically Inappropriate" or "of Equivocal Value" 

Coronary 
angiography 

PTCA1 

CABG2 

Hysterectomy 

Carotid endarterectomy 

UpperGI endoscopy 

Cataract 

Tympanostomy 

26 (Medicare) 

42 

44 (Medicare) 

65 

■ Inappropriate 
I   I Equivocal value 

59 

0 10 20 30 40 
Percentage 

50 60 70 

1 Percutaneous transluminal coronary angioplasty 
2 Coronary artery bypass graft surgery SOURCE: Selected RAND studies. 
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claims data, medical records, and patient surveys. This 

system should be adopted for national, regional, and 

local monitoring of quality and could guide the devel- 

opment of improved information systems that will 

expand the capacity to monitor and improve quality. 

Routine and widespread implementation of more clin- 

ically sophisticated systems should be among the high- 

est priorities of the public and private sectors. 

Abortion 

Recognize the unintended but probable effects of 

abortion policies on out-of-wedlock births. Access to 

abortion is arguably more restricted now than at any 

time since the Roe v. Wade ruling in 1973. Beginning in 

1976, the federal Hyde Amendment and a series of fed- 

eral court decisions ended federal matching funds for 

Medicaid-funded abortions and ruled that states did 

not have to fund abortions themselves. Most states 
have since stopped the funding. The 1996 Personal 
Responsibility and Work Opportunity Act (the federal 
welfare reform law) then offered financial bonuses to 

states that could show decreases in abortions as well as 
in out-of-wedlock births. Today, the national abortion 

rate is at its lowest since 1975. However, a recent RAND 

study suggests that out-of-wedlock births would 

decline considerably if abortion were more widely 

available. The RAND study finds that Medicaid funding 

of abortions considerably lowers fertility, especially 
among the young black women who are most likely 

to receive welfare. This result suggests the need for a 
careful reexamination of the relative importance of 

reducing nonmarital fertility and reducing the number 

of abortions. 

Government 

funds invested in 

disadvantaged 

children could result 

in future savings. 

Children 

Invest in children beyond just 

Head Start. The Head Start pre- 

school program is designed to 

level the playing field by helping 

poor children start school on an 

equal footing with their more 
advantaged peers. The program 

has been generally recognized as extremely successful. 
Even as other public assistance programs were being 

cut back, Presidents George Bush and Bill Clinton both 

pledged to increase federal funding for Head Start to 

serve more children. However, it would be prudent not 

to expect too much from this program alone. Recent 

research suggests that while children who participate 

in Head Start have better reading and vocabulary skills 

than they would otherwise upon starting school, many 

of those children quickly fall behind their peers. 

Specifically, the benefits associated with Head Start 

appear to persist well into adolescence among white 

and Latino children; but, among black children, the 

benefits fade out within a few years. While there could 

be many contributing factors, the quality of schools is 

probably part of the story. White children who attend 

Head Start are likely to subsequently attend schools of 

the same quality as whites who do not attend Head 

Start. But black children who attend Head Start are 

more likely to subsequently attend inferior schools 

than black children who do not attend Head Start. 
Giving disadvantaged preschoolers a helping hand for 
a year or two will not inoculate them against the rav- 
ages of poverty for the rest of their lives. Rather, we 

need to invest in improving their prospects throughout 

their early lives. 

Invest in proven early childhood programs that can 

benefit disadvantaged children. Government funds 

invested early in the lives of disadvantaged children 

can provide significant benefits and could result in 

future savings to the government and taxpayers. Some 
proven programs can help overcome the limitations 

that may characterize the environments of disadvan- 

taged children during their first years of life. These pro- 

grams can improve child health and educational 

achievement, offer parent training, and connect fami- 

lies to social services. As a result, the children may 

spend less time in special-education classes, the par- 

ents (and, later, their children) may spend less time on 
welfare or in the criminal justice system, and all partici- 

pants may ultimately earn more income and pay more 

taxes. However, investing in proven programs implies 

the ability to prove their value through sustained 

research and development (R&D). Some activists are 

advocating a national investment in such programs in 

the hundreds of millions or billions of dollars. But 
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research is needed into why some 

programs work, especially if the 
intent is to expand them on a larger 

scale. A modest R&D expenditure 

now could ensure that maximum 

benefits would come from a much 

larger program expenditure over 

the long run. In the areas of health, 

energy, and transportation, the 

nation spends 2 to 3 percent of all 
expenditures on R&D to improve 

the efficiency and effectiveness of 

the rest of the spending. Yet the 

nation devotes less than half of 

1 percent of its spending on chil- 

dren and youth on R&D. We are 

almost certainly underinvesting in 

R&D related to children. 

Cost-Effectiveness of Early Interventions 
Compared with That of California's Three-Strikes Law 

300 

•8   250 - 

E   200 

S   150 - 

$   100 

3     50 

W 

Home visits     Parent      Graduation   Delinquent      Three 
and day care   training      incentives   supervision      strikes 

SOURCE: Diverting Children from a Life of Crime, 1998. 

Invest in proven programs that can divert children 

from crime. Despite headlines about falling crime 

rates, the rate of violent crime in the United States is 
several times higher than that in most industrialized 

democracies. In this country, most of the money for 

fighting crime goes toward incarceration; much less 
attention goes to diverting youth from crime to begin 

with. However, interventions for high-risk youth can be 
several times more cost-effective in reducing serious 
crime than even California's tough "three-strikes" law 
that mandates lengthy sentences for repeat offenders. 

Three interventions look promising: (1) four years of cash 
and scholarship incentives to help poor youths graduate 
from high school and enter college, (2) parent training 

and family therapy for families with elementary- 
school-age children who show aggressive behavior or 

begin to "act out" in school, and (3) monitoring and 
supervising high-school youth who have already 

exhibited delinquent behavior. The three-strikes law 

averts about 60 serious crimes per million dollars 
spent. For the same amount of money, graduation 

incentives could avert more than 250 serious crimes; 

parent training, more than 150 serious crimes; and 

delinquent supervision, more than 70 serious crimes 

(see figure). These interventions could also take some 

of the burden off prisons and make the three-strikes 

law more affordable. None of this suggests that incar- 

ceration is the wrong approach. But it should not be 

the only approach. The three-strikes law might reduce 

serious crime by about 20 percent. For a fraction of the 

cost, adding graduation incentives, parent training, 

and delinquent supervision could reduce serious 
crime an additional 20 to 25 percent. Broader demon- 

strations of these programs would be an investment 
worth the cost. 

Income Inequality 

To address growing income inequality, adopt multiple 

strategies from a menu of options. Over the past three 
decades, through Republican and Democratic admin- 
istrations, the income gap between rich and poor has 

steadily widened. There have been not only relative 

losses at the bottom of the income ranks but absolute 
declines as well. The poorest 25 percent of Americans 

in 1995 had incomes lower than the poorest 25 percent 

of Americans in 1973. lust as there is no single cause 
behind the widening disparity, there is no magic bullet 

to reverse the trend. Rather, a multipronged approach 

will be needed to bring about shifts in income and 

wages. The available policy options can address three 

potential goals: (1) to narrow the gap in income and 

wages; (2) to raise the floor for the poor, without neces- 

sarily narrowing the gap; and (3) to alleviate the nega- 
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A Menu of Policy Options to Address Income Inequality 

Policy Goal Initial Effect 

Narrow 
the Gap 

Options 

Raise the 
Floor for 
the Poor 

Alleviate 
Shocks 

Short Run 
vs. 

Long Run 

Incomes 
vs. 

Wages 

MACROECONOMIC  POLICIES 

Economic growth | Short run  |   Incomes 

LABOR  MARKET POLICIES 

Union strength 

Minimum wage 

Demand for low-skilled workers 

Portable benefits 

HUMAN   CAPITAL  INVESTMENTS 

Education 

Training/retraining 

Early childhood investments 

FAMILY  DECISIONMAKING 

Child support payments I 
NOTE: ■ = weaker role; ■ = stronger role; ■ = uncertain role 

SOURCE: "Growing Economic Disparity in the U.S.," 1998. 

Long run 

Short run 

Long run 

Short run 

Wages 

Wages 

Wages 

Wages 

Short run Incomes 

tive effects of economic dislocation (see table). 

Traditional government tax and transfer policies that 

redistribute income from the upper to the lower ranks 

of the income scale can help address the first two goals. 

Stimulating more economic growth is most likely to 

achieve the second goal; and if all incomes grow with 

economic expansion, faster growth at the top may not 

be as alarming. Various labor market policies, such as 

raising the minimum wage, can also improve the 

absolute standard of living for the poor. Human capital 

investments, from early childhood programs to tradi- 

tional K-12 education, can address all three goals 

delineated above. Other policies more relevant to the 

third goal alleviate the negative consequences of job 

loss or family breakup: making health insurance and 
pension benefits more portable, providing worker edu- 

cation and training, and enforcing child support pay- 

ments more aggressively. As shown in the table, all 

these policy options differ in the extent to which they 

promote either short-run or long-run changes in 

incomes or wages. 

Drugs and Crime 

Pursue a drug control strategy that emphasizes treat- 

ment and conventional sentences over foreign inter- 

diction and eradication. Brewing U.S. involvement in 

Colombian drug battles could reignite the debate over 

the allocation of drug-control dollars between reduc- 

ing supply abroad and reducing demand at home. 

Research has shown that, given current budget alloca- 

tions, the most cost-effective way to reduce cocaine 
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consumption in the United States is to spend more 

money domestically on drug treatment programs. For 

each additional million dollars spent, treatment can 

reduce cocaine consumption nationwide by a net pres- 

ent value of more than 100 kilograms. The second most 

cost-effective strategy is to impose conventional sen- 

tences (not mandatory minimums) on high-level drug 

dealers prosecuted at the federal level. At the other end 

of the spectrum, two of the least promising strategies 

include the interdiction of cocaine en route from 

source countries and the eradication and seizure of 

cocaine products abroad using traditional tactics. For 

each additional million dollars spent, traditional tac- 

tics of foreign eradication and seizure would reduce 

cocaine consumption in the United States by a net pres- 

ent value of only 10 kilograms—just one-tenth the 

amount reduced by domestic treatment programs. 

Newer tactics of foreign eradication and seizure are 

being employed in source and transit zones, and it 

remains to be seen whether these tactics are much bet- 

ter, but the past record gives cause for some skepti- 
cism. Meanwhile, model school-based drug prevention 
programs can play a role in managing the drug prob- 
lem, but they cannot by themselves solve the problem. 

Repeal federal mandatory minimum sentences as a 

matter of efficiency, if not justice. For many reasons, 
crime rates are currently low, while prison populations 
and incarceration costs are way up. But current sen- 

tencing policies are not necessarily cost-effective. For 
example, federal mandatory minimum sentences now 
impose very long sentences. One federal law requires 
that a person convicted of possessing a half kilogram or 

more of cocaine powder be sentenced to at least five 

years in prison. Many states impose similarly lengthy 

sentences for drug crimes. Yet if reducing cocaine con- 
sumption is the goal, more could be achieved by 
spending the additional amount of money arresting, 
prosecuting, and sentencing a greater number of deal- 

ers to standard prison terms rather than sentencing 

fewer dealers to longer, mandatory terms. It would be 

more cost-effective to repeal mandatory minimum 

sentencing laws and expand the number of enforce- 

ment agents, prosecutors, and judges enough to hold 
constant the total spending on drug enforcement. 

Similarly, California's tough "three-strikes-and-you're- 

out" law for mandatory sentencing of repeat offenders 

is not the most cost-effective option available. An alter- 

native approach—guaranteeing full terms for all seri- 

ous offenders, even first-timers, with no imprisonment 

for many minor felons—would produce the same 

reduction in serious crime at lower cost. 

Air Safety 

Increase funding for the National Transportation 

Safety Board, and bolster its independence. It took 

more than four years for the National Transportation 

Safety Board (NTSB) to investigate the 1994 crash of 

USAir Flight 427 near Pittsburgh. And the final report 

has yet to be issued on the cause of the 1996 crash of 

TWA Flight 800 off the coast of Long Island. Failure to 

quickly determine the causes of aviation accidents and 

take steps to prevent similar accidents can have deadly 

consequences for travelers. Yet the 400-member staff of 

the NTSB is overworked and inadequately equipped. It 

is imperative that the NTSB receive additional 
resources, including more staff and improved testing 
and training facilities, to maintain its traditionally high 
standard of performance in ensuring safe air travel. 

The agency also needs to reform its management prac- 

tices to maintain its reputation as the most important 

independent safety investigative authority in the 
world. Specifically, the agency needs to augment the 

"party process," which allows interested stakehold- 
ers—such as airlines, aircraft manufacturers, and the 
Federal Aviation Administration—to join in crash 

probes. These same stakeholders are likely to be 
named defendants in high-stakes 
civil litigation, creating potential 

conflicts of interest. Therefore, the 

party process should include 
experts from academia, NASA, the 
Department of Defense, and other 
independent analysts to ensure the 

integrity of future investigations. 

The agency also should update its investigative proce- 

dures to keep pace with modern aircraft design, inves- 

tigate nonfatal incidents and breaches of security more 

aggressively, and expand the "statement of probable 

cause" of an accident to include all contributing causal 
factors listed in rank order. ■ 

It is imperative 

that the NTSB 

receive additional 

resources. 
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World of Decision 

* 

K 
Retain U.S. bases for training in the north,   '    '] (1) Encourage Polish-Ukrainian collaboration 
develop NATO infrastructure in the east, 
and make NATO forces lighter and faster. 

United 
"ingdc 

Shift the focus and 
resources of NATO 
southward. 

France 

Germany     Poland 

Czech 
Republic 

Hungary 

as a way to anchor Ukraine more tightly 
to the West. (2) Support an alternative Caspian 
oil export route over the Black Sea and through 
Ukraine to Poland. 

Ukraine 

Spam 

Morocco 

i 
i 

Tunisia 

Black Se 

Turkey 

eprgr 

Armenia 

Greece^^   > 

Mediterranean Sea 

Jordan 

'Turkmeni 

■#   / 

Mauritania 

There are 
six partners 
in NATO's 
Mediterranean 
Initiative: 
Egypt, Israel, 
Jordan, 
Mauritania, 
Morocco, and 
Tunisia. 

Create new international 
institutions to enforce 
the rule of law in the 
Balkans: Albania, 
Bosnia-Herzegovina, 
Croatia, Macedonia, and 
Yugoslavia (including 
Kosovo and Montenegro). 

Egypt 
Kuwait 

Bahrain 

Saudi Arabia 

Target Saddam 
Hussein's "center 
of gravity": his 
security forces. 

(1) Devote attention to areas in 
which the United States and Iran 
share common interests. 
(2) Offer Iran both carrots and 
sticks to induce desired changes. 
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Focus on the health needs of Russians 
in the short term, while endorsing 
economic reforms for the long term. 

I Avoidreinforcing'the 
'strategic partnership" 

. between Beijing and 
\ Moscow. 

Adopt a new, blended strategy 
of "congagement" toward China. 

Pursue diplomatic and military initiatives to reduce poll 
violence around the Persian Gulf, especially in Saudi A 
Bahrain, Kuwait, and the United Arab Emirates. m 

Do not allow an unreasonable fear of 
Chinese expansionism in Central Asia 
to obscure our common interests. 
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RAND REVIEW 

Foreign Policy for 
A World of Decision 

Perhaps no job will be more important for the next president than to maintain the 

unusually peaceful environment that has allowed the world's economy to flourish 

and democracy to emerge in so many countries. To help the next administration 
promote further economic and democratic progress around the world, we offer 
recommendations specific to various geographic regions, stretching mostly from 
the western fringes of Europe and Africa to the eastern edges of Asia. 

Across this vast expanse, Russia and China could pose the biggest chal- 
lenges of all. Although our recommendations specific to Russia and China appear 
to be small in number, the shadows of these two countries reach deep into our 

recommendations for other geographic areas as well, notably Europe, Central 

Asia, and South Asia. 
In addition to managing the sensitive relationships with Russia and China, 

the next president will bear considerable responsibility for determining the future 
of NATO, ensuring access to the Persian Gulf, and containing conflicts with coun- 

tries ranging from Yugoslavia to Iraq to Cuba. 
Beyond regional challenges, the next president will shoulder obligations of 

a distinctly global nature. People around the world will look to the U.S. president 
for leadership in marshaling international efforts against arms proliferation, 

protecting the global environment, and bestowing international aid across a 

needy planet. 
In all areas of foreign policy, it will be exceedingly difficult for the United 

States to succeed on its own. Strengthening relations with our allies—and adding 
new ones—could mean the difference between failure and success. The pages 
that follow offer further pointers from RAND research. 
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Europe and Its Perimeter 

Shifl the focus and resources of NATO southward. 

Fresh conflicts in Kosovo and Iraq have spotlighted the 

risks emanating from NATO's southern periphery. At 
the alliance's 50th anniversary summit in Washington 

last year, NATO identified the Mediterranean as a key 

area for countering terrorism, countering the prolifera- 
tion of weapons of mass destruction, responding to 

humanitarian crises, projecting power, and ensuring 

energy security. NATO's outdated infrastructure in the 
south must be improved. The front-line states for 
NATO are now Turkey, Greece, Italy, and Spain. The 

United States and Europe need to assist Greece and 
Turkey in their efforts toward detente and reduce their 
risk of conflict over Cyprus or the Aegean Sea. Such a 

conflict could jeopardize the role Turkey could play in 

projecting power toward the Persian Gulf and Caspian 

Sea. Italy's proximity to the Balkans and North Africa 

gives it a critical role in responding to crises in these 

areas. Some U.S. Air Force assets should be transferred 

from the congested north of Italy to the south. Italy and 
possibly Turkey would also be ideal spots for new 

multinational centers for air operations. Spain will be 
important in supporting humanitarian and peace- 
keeping operations in Africa, particularly in the coastal 

and mountainous Maghreb region of Morocco, Algeria, 
and Tunisia. The return of France as a full NATO part- 
ner would be a transforming event in strategy toward 

the south and should be a priority of U.S. policy. NATO 

forces might also negotiate greater access privileges in 

the Balkans and the Caucasus and pursue more 
defense-related cooperation with the partners in the 

alliance's new Mediterranean Initiative, an ongoing 
dialogue with six countries in North Africa and the 
Middle East. 

Retain U.S. bases for training in the north, develop 

NATO infrastructure in the east, and make NATO 

forces lighter and faster. For political, economic, and 

training reasons, the United States should continue to 

deploy forces at its main bases in the United Kingdom, 

Germany, and Italy, where the facilities are well- 

equipped to support personnel and their families. 
However, NATO should also work steadily to improve 
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the infrastructure in countries on its eastern borders so 

that any deployed air and ground forces could readily 

conduct operations within and beyond the expanded 

treaty area. Prodded by the United States, NATO allies 

are coming to the consensus that their military forces 

must be better prepared for operations in defense of 

common interests outside the NATO treaty area. The 

European allies need to make substantial investments 

in new transportation, communications, and logistics 

assets to make their forces more capable of rapid 
deployment and sustained operations away from their 

home stations. If some portion of U.S. Army forces sta- 

tioned in Europe were reconfigured from heavy to light 

infantry, they would also be more deployable and bet- 

ter suited to the full range of missions they are likely to 

conduct. 

dent Al Gore, has helped Ukraine develop close ties to 

the United States since 1994. But the slow pace of eco- 

nomic reform has undercut support for Ukraine in the 

U.S. Congress. During the late 1990s, however, Ukraine 

and Poland have succeeded in overcoming past ani- 

mosities and developing remarkably cordial relations, 

even fielding a joint battalion intended to be used in 

international peacekeeping operations under NATO 

and U.N. aegis. Poland serves as Ukraine's gateway to 

the West, and if Ukraine's economy begins to stabilize, 

Ukraine will become a much more attractive partner 

for Poland and other countries in Central Europe. 

Russia 

Only international 

oversight and 

recourse can 

ensure the rule of 

law in the Balkans. 

Create new international institu- 

tions to enforce the rule of law in 

the Balkans. Only international 
oversight and recourse can assure 

the peoples of the Balkans that the 
rule of law will operate impartially 
to protect their lives, rights, and 
property and prevent local police 

and court intimidation. Arms con- 

trol officials from the United States and Europe should 

push for the following four measures under the aus- 

pices of the Organization for Security and Cooperation 

in Europe: (1) Increase the number of police monitors 
to prevent police harassment; (2) establish an interna- 

tional courthouse for registering deeds, wills, and other 
important papers; (3) establish an international court 
of appeals to retry local civil and criminal cases; and (4) 

insert international news teams in the region to offset 

the propaganda broadcast by factional media. 

Encourage Polish-Ukrainian collaboration as a way 

to anchor Ukraine more tightly to the West. The great- 

est threat to Ukraine's independence is not military but 

economic. The lack of a coherent economic reform 

program could perpetuate Ukraine's dependence on 

the Russian market and imperil Ukraine's ability to 

integrate into Euro-Atlantic institutions. The Kuchma- 

Gore Commission, a binational commission chaired by 

Ukrainian President Leonid Kuchma and Vice Presi- 

Focus on the health needs of Russians in the short 

term, while endorsing economic reforms for the long 

term. Demographic pressures may dictate Russian 

security and domestic policies for the foreseeable 
future. Deaths now exceed births in Russia, life 
expectancy for males has dropped to its lowest level 

since the 1950s, and Russia's abortion rate is one of the 
highest in the world. Several factors have contributed 
to these trends: massive alcohol consumption, decades 

of neglect of the health care system and of the envi- 

ronment, and an economy in long-term decline. The 

overall result is a disproportionately older population 

of women over 60 with an unusually scanty popula- 

tion of children under 10. With a smaller population 

approaching military age, Russia may have to continue 

to rely on nuclear weapons. Countries losing popula- 
tion often seek to replace military manpower with new 

technology, but Russia cannot finance technological 
modernization, and it lacks an alliance with a modern 

military, such as NATO. Yet the United States can help 

Russia with some health problems. Russians need 
more access to contraceptives to cut abortion rates, 

and Russia plans ambitious public education campaigns 

on alcohol and tobacco. The United States can share its 
successes in both areas. The dire demographic pres- 

sures will weigh on Russia for years to come, though, 

affecting everything from schools for the young to pen- 

sions for the old. The broader challenges might be met 

only by long-term economic stability. 
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Persian Gulf 

Devote attention to areas in which the United States 

and Iran share common interests. The past few years 
have seen a gradual decline in acrimony between the 

United States and Iran. But three issues that have tradi- 
tionally divided the two countries remain significant: 

(1) Iran's support for terrorism, (2) Iran's opposition to 

the Arab-Israeli peace effort, and (3) Iran's attempts to 
acquire weapons of mass destruction (WMD). One way 

to transcend some of these divisions is to focus on 
common concerns. These concerns include the con- 

tinuing threat of Iraqi President Saddam Hussein, 

whose WMD capabilities arguably justify attempts by 
Iran to develop its own WMD capabilities; the excesses 
of the Taliban in Afghanistan, in whom neither 

Washington nor Tehran places much confidence; and 

drug trafficking, on which Iran has taken a hard line. 
Domestic tensions inside Iran, however, complicate a 

possible rapprochement with the United States. On the 

one hand, the United States cannot ignore the friendly 
overtures of moderate Iranian President Mohammad 

Khatami. On the other hand, excessive U.S. attention 

to Khatami could backfire, because his domestic com- 

petitors seek new pretexts for conflict with the United 

States as a way to undermine him. 
In this environment, whatever 

Washington does will be criticized 

or misinterpreted by some in 

Tehran. There is no ideal position 

for the United States. Perhaps the 

most it can do is pursue common 

regional interests with Iran while, 

at the same time, making it abun- 

dantly clear that the United States 

has no involvement in domestic 

Iranian politics. 

Offer Iran both carrots and sticks 

to induce desired changes. U.S. 

attempts to influence Iran with 

penalties but without incentives 

have failed. Washington has been 

unable to force Iran to change 
behavior in three key areas: spon- 

soring terrorism, opposing the 

Arab-Israeli peace process, and 

acquiring weapons of mass destruction. U.S. economic 

sanctions have only made it easier for hardliners in 
Tehran to blame economic stagnation on their victim- 
ization by the United States. Washington needs to rely 
on inducements for change as well 

as sanctions for noncompliance. 
Initially, Washington should offer 

moderate Iranian leaders some- 

thing tangible, such as the phased 
release of frozen Iranian assets, in 

exchange for progress on one or 

more of the three areas of key con- 
cern. Sanctions should be retained but targeted to spe- 

cific policies, with inducements offered for alternative 
policies. Continued sanctions can even help the mod- 

erates, who can highlight the costs of certain policies. 
Future U.S. demands should be formulated to make it 

harder for Iranian conservatives to depict the process 

as a "sellout" to the United States. Engagement should 
be seen as the result of mutual compromise, rather 

than as a victory by one side over the other. In the 

process, Iran can pursue its economic goals while gain- 

ing regional stature as a result of its growing recogni- 

tion and acceptance by the world's premier power. 

Washington should 

offer moderate 

Iranian leaders 

something tangible. 
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Target Saddam Hussein's "center of gravity": his secu- 

rity forces. Nearly a decade of military strikes, economic 

sanctions, and political isolation have failed to force 

the Iraqi dictator to relinquish his ambitions for 

regional hegemony, dismantle his weapons of mass 

destruction (WMD), repay Kuwaitis for war atrocities, 

or comply with other international demands. Over the 

past 25 years, though, he has bowed to foreign pressure 

when it threatened his domestic power base: the vast 

internal security apparatus indispensable to his con- 

tinued rule over the Iraqi state. This apparatus includes 

elite military and paramilitary organizations—the 

Republican Guard and the Special Republican Guard— 

as well as intelligence and security agencies whose 

ranks are filled with Hussein loyalists. Military strikes, 

economic sanctions, and popular unrest influence his 

behavior when they directly threaten the privileged 

position of his loyalists. If the United States expects to 

coerce Hussein in the future, Washington will need to 

level a triple threat: (1) Keep him contained, with con- 

tinued economic sanctions and military encirclement, 

to deter his regional ambitions; (2) strike back aggres- 
sively against the elite military and security forces 

whenever Hussein refuses to surrender his WMD 

stockpile or adhere to other obligations to the United 

Nations; and (3) support the Iraqi opposition with 

arms, training, intelligence, diplomatic support, 

rewards for defection, and safe haven in neighboring 

states. The opposition does not have to be victorious, 

but it must be credible enough to make Hussein more 

susceptible to the other coercive threats. To make this 
three-pronged strategy work, the United States must 

find the political will to conduct sustained military 
operations, and Washington must prepare its allies and 

the U.S. public for the possibility of innocent Iraqi 

deaths, since Hussein has demonstrated a willingness 
to engage in wholesale slaughter to ensure that he kills 

his opponents, even if it means killing innocents as well. 

Pursue diplomatic and military initiatives to reduce 

political violence around the Persian Gulf. Political 

violence, including terrorism and politically motivated 

killings, took the lives of hundreds of U.S. soldiers and 

civilians in the Middle East in the 1980s and 1990s and 

remains a serious threat for the coming decades. 

Political violence around the Persian Gulf—specifically 

in Saudi Arabia, Bahrain, Kuwait, and the United Arab 

Emirates—is particularly worrisome, because these 

nations are critical to Western energy security and are 

threatened by Iran and Iraq. Several changes in U.S. 

policy could reduce the vulnerability of U.S. forces in 

this region, but all these changes would involve trade- 

offs that might limit U.S. military effectiveness or 

counter U.S. political goals. The changes include: (1) 

Encourage political and economic reforms to decrease 

popular hostility to regional governments; (2) reduce 

the number of U.S. troops in the region, while basing 

more troops immediately outside the region, especially 

in Turkey, and increasing their speed and lethality; 

(3) encourage Europe to share regional leadership and 

responsibilities; (4) strengthen the diplomatic partner- 

ship between the United States and regional govern- 

ments by sharing more information and presenting a 

united front against common threats; and (5) increase 

military contacts between the United States and 

regional governments to improve intelligence and 
deepen cooperation. Even if the causes of political vio- 

lence can be reduced, the United States will still have to 

pay a high degree of attention to protecting its soldiers 
and citizens in and around the Gulf. 

Central Asia 

Resist an overextension of NATO commitments to the 

Caspian region. Since the mid-1990s, the area around 

the Caspian Sea has sparked a dramatic rise in Western 
interest, spurred largely by a Western desire to exploit 

Caspian oil and gas. The countries of the region have 
likewise reached out to NATO to bolster their security 

and reduce their dependence on Russia. Some observers 

say the region is an area of Western interest "vital" 

enough to require the deployment of NATO forces to 
ensure energy security and counteract Russian hege- 

mony. Wrong. Even if the region becomes a major 

source of oil and gas, which is uncertain, its total 

potential contribution to global energy supplies will be 

modest. Russia, meanwhile, will lack the strength to 

prevent Western access to the region or dictate the 

policies of the Caspian states. In fact, the most serious 

threats to the security and stability of the Caspian 

states are internal. Western policy should therefore 

focus on helping these states overcome their political, 

economic, and social challenges. NATO's role, through 
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the Partnership for Peace program, should be restrict- 

ed to advisory assistance, training, and guidance on 
military reforms. The Western allies should consider 
offering higher levels of aid to countries that demon- 
strate a real commitment to democratic reforms. For 
Russia, the establishment of stable, prosperous, and 
independent states along its periphery is in its own 

legitimate interests of ensuring secure, stable borders. 

NATO initiatives in the region need not work at cross- 

purposes with a strategy of engaging Russia. 

Support an alternative Caspian oil export route over 

the Black Sea and through Ukraine to Poland. Current 

options for exporting Caspian oil are beset with politi- 
cal and logistical problems. At the same time, Russia's 

increasing stranglehold over Ukraine's energy imports 
bodes ill for that nation's ability to maintain its hard- 

won sovereignty. Both problems could be ameliorated 
by developing a Caspian oil pipeline through Ukraine. 

To date, however, the United States has supported just 

one pipeline route for Caspian oil: from Baku, 
Azerbaijan, to Ceyhan, Turkey, on the Mediterranean 

Sea. This route offers tremendous political advantages: 

It avoids Iran and Armenia, slices northward through 

NATO Partnership for Peace states Azerbaijan and 
Georgia, and traverses southward through longtime 

NATO ally Turkey. But the route would take longer and 
cost more to build than almost any other alternative. It 
passes through harsh terrain and secession-minded 
regions of Georgia and Turkey. Constructing the 
pipeline and ensuring its security both pose significant 
challenges. If the United States wants to ensure a safe 

and secure route for Caspian oil, it cannot look solely to 

Baku-Ceyhan. Without reneging on that initial com- 
mitment, Washington can support a "complementary" 

route as a short-term option to get the oil to market 
while the Turkish pipeline is under construction. A 

short-term complement would ^^^^^^^^_ 

also hedge against the long-term 

failure of the Turkish route. In 
these respects, a Ukrainian route 

offers real potential. For years, 
Ukraine has advocated a route that 
would go through Azerbaijan and Georgia using an 

already existing pipeline, then over the Black Sea via 

tanker, and then through Ukraine to Poland. Most of 

the Ukrainian pipeline already exists as well. Ukraine's 

ongoing improvements to its pipeline and refinery 

infrastructure, combined with some foreign assistance, 

A Ukrainian 

pipeline route offers 

real potential. 
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would make the pipeline ready to transport oil in the 

next few years, while Baku-Ceyhan is being built, and 

able to process larger quantities later. The price tag 

would be relatively small, an estimated $1 billion, com- 

pared with $2.5-$4 billion for the Baku-Ceyhan route. 

Problems with the Ukrainian route include Ukraine's 

abysmal investment climate and lack of energy sector 
reform. Current tax laws penalize, rather than invite, 

foreign investors. And Ukraine's energy sector is among 

the least efficient in the world. U.S. support for any 

Ukrainian pipeline must be made contingent on 

Ukrainian economic reforms. Fortunately, Ukraine 

today has a reform-minded government. And Ukraine 

has a mighty incentive: If it is to hold on to its indepen- 

dence, it needs to reduce its energy dependence on 

Russia, which means it needs this route for Caspian 

oil—and soon. Otherwise, Ukraine, an avid member of 

NATO's Partnership for Peace program, may end up 

calling on the United States and its NATO allies for 

defense against Russia. 

Avoid reinforcing the "strategic partnership" between 

Beijing and Moscow. The recently forged partnership 

between China and Russia, a thinly veiled attempt to 

reduce U.S. global influence and power, may itself col- 

lapse beneath the weight of regional rivalry in Central 

Asia. China's economic growth and Russia's economic 

turmoil in recent years portend a dramatic reversal in 

the balance of Russian and Chinese power. In the next 

10 to 20 years, Russia is likely to become more con- 

cerned about the potential threat of growing Chinese 

power than it is about the enduring American power. 

Thus, the United States is an important variable in how 

Sino-Russian relations evolve. Greater tension in Sino- 

U.S. and Russian-U.S. relations will produce a stronger 

rationale for Russia and China to subordinate their dif- 

ferences in the interest of resisting the stronger and 

more threatening American power. 

China, South Asia, and East Asia 

Do not allow an unreasonable fear of Chinese expan- 

sionism in Central Asia to obscure our common inter- 

ests. China, too, seeks access to the energy resources of 

Central Asia and has reached an agreement with 

Kazakhstan to build a pipeline to bring Kazakh oil to 

energy-hungry East Asia. But the primary objective of 

China in Central Asia is to retain the territorial integri- 

ty of its own western province, the volatile Xinjiang- 

Uighur Autonomous Region, scene of Turkic and 

Muslim separatist agitation. Chinese policy seeks to 

maintain stability and contain ethnic, religious, and 
nationalist separatism through economic develop- 

ment, trade, and commercial relationships with the 

Central Asian countries on its western border. Like 

America and its allies, China wishes to contain the 

spread of radical Islam, reduce the dependence of 
Central Asian states on Russia, promote their stability 

and development, transport their oil to international 

markets, and open up their economies to the outside 

world. In these ways, China's role in Central Asia com- 

plements U.S. policy goals for the region. While China 

may develop a dominant influence in areas of Central 
Asia near its western border, there is little threat of 

China dominating the region in a manner that restricts 

U.S. access. There are simply too many other actors in 
the region. 

Adopt a new, blended strategy of "congagement" 

toward China. The past two presidential administra- 

tions have described their strategy toward China as one 
of engagement. Engagement rests on the hope that 

economic, political, and military connections will 

either transform China into a cooperative democracy 

or at least lead to a mutual understanding of some 

common key interests. In the meantime, however, 

engagement helps China develop economically and 
militarily into a potentially more threatening adver- 

sary. Some on Capitol Hill argue that engagement 

already has failed. They claim that China is destined to 
become a major threat to the United States. They assert 

that the United States must move from engagement to 

containment. But containment is equally troublesome: 

It presupposes conflict where there presently is none, a 

presupposition that could become a self-fulfilling 
prophecy. Neither engagement nor containment is 

adequate for dealing with China. Neither balances the 

two principal U.S. objectives: to encourage China to 

become more democratic and cooperative while, at the 

same time, protecting U.S. interests in case China 

becomes more hostile. The next administration should 

transcend both containment and engagement and opt 

instead for a mixed strategy of "congagement." Under 
congagement, the United States would enhance mili- 

tary, economic, and political relations with China—but 
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would also hedge its bets. For example, the United 

States would: (1) prevent the Chinese military's acqui- 
sition of weapons that would be difficult to counter, (2) 

strengthen existing export controls among U.S. allies to 

further restrict Chinese access to the Western tech- 

nologies relevant to the most dangerous weapons sys- 

tems, and (3) strengthen U.S. military capabilities and 
those of its friends in East and Southeast Asia to deter 

and resist potential Chinese aggression. 

Be frank with India and Pakistan about nuclear risks, 

and seek to reduce the underlying tensions between 

India and China. In the aftermath of their 1998 nuclear 
tests, both India and Pakistan are unable to deploy a 

nuclear force that could survive a first strike. Because 
Indian nuclear forces would be unlikely to withstand a 
Chinese first strike, Indian deployment of nuclear 
weapons would actually make a Chinese nuclear strike 

more likely. This reality—combined with the risks of 
accidents, theft, unauthorized use, and the drain of 

resources away from conventional military forces— 

makes it clear that India would only decrease its secu- 

rity by deploying nuclear forces. Nuclear weapons 
would present both India and Pakistan with substantial 

risks and expenditures, and the risks to the rest of the 

world are undeniable. The United States needs to level 

with India and Pakistan about the nuclear mess they 

are making. The United States should also explore what 

could be done to alleviate the underlying tensions in 

the region. For example, resolution 

of India's border disputes with 

China could hasten the force 

reductions that have begun in the 

last few years along the Sino- 

Indian border. Steps like these, 

rather than Indian and Pakistani 

deployment of vulnerable nuclear 

forces, hold the key to stability in 

South Asia. 

Prepare for potential upheaval on 

the Korean peninsula. Despite 

signs of reduced tensions, includ- 

ing the recent summit between 

North and South, the dire eco- 

nomic and political conditions in 
North Korea could still provoke an 

array of unpredictable consequences. All major pow- 
ers, including the United States, hope to avoid acute 
destabilization in the north by extending food, energy, 

and economic assistance to the north. Notwithstand- 

ing these efforts, Korean unification could still result 

under four widely different scenarios: (1) peaceful inte- 

gration, (2) collapse of North Korea and unification 
through absorption, (3) unification through armed 

conflict, and (4) sustained disequilibrium with poten- 
tial external intervention. Each scenario entails very 
different implications for U.S. forces. For nearly five 
decades, the United States and South Korea have 
emphasized deterrence of an invasion from the north 
and defense of South Korea in the event of deterrence 

failure. Today, however, the spectrum of potential mili- 

tary responsibilities is far greater. Should unification 

occur, these responsibilities could include dismantling 
weapons of mass destruction, providing large-scale 

humanitarian assistance, demobilizing the North 
Korean armed forces, and rebuilding the north's 

decrepit infrastructure. The U.S. and South Korean mil- 

itaries need to outline a set of operational require- 
ments and respective responsibilities under all these 

potential scenarios. The United States should also 
establish closer lines of communication with China, 

including its military leadership, in advance of any 

major political change. Absent such means of commu- 

nication, there could be incentives for unilateral action 

that could trigger a serious crisis. 
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South Koreans 

aspire to become 

more self-reliant in 

their foreign and 

security policy. 

Lay the foundation for a new, more 

equal relationship with South 

Korea. Having achieved rapid eco- 

nomic growth, South Koreans aspire 

to become more self-reliant in their 

foreign and security policy. They 

do wish to continue their alliance 

with the United States. However, 

they are moving beyond the cold- 
war anxiety over North Korean aggression, and they are 

more discerning about the alliance's role and dubious 

about the long-term value of the U.S. regional military 

presence. The key short-term challenge is to ensure 

that Washington and Seoul pursue complementary 

approaches toward North Korea. For instance, South 

Koreans are likely to resist U.S. measures that might 

risk conflict on the peninsula in the absence of some 

clear and direct provocation from the north. Three long- 

term challenges stand out: improving South Korean 

impressions of their standing with and value to the 

United States, accommodating growing South Korean 
self-confidence, and preparing for a post-unification 
period. Large payoffs could come from three respon- 

ses: (1) Adjust U.S. diplomatic style to convey greater 
respect for Korean capabilities and prerogatives; (2) 

return greater responsibility for North-South issues to 

the two Koreas themselves, with the United States play- 
ing a supporting role; and (3) initiate planning now to 

prepare for the period after unification. Such planning 

should focus on redefining what will be the alliance's 

purpose, military strategy, and division of roles once 

the two Koreas are unified. The odds of making a suc- 
cessful transition are likely to be much better if plan- 

ning is initiated before unification. 

Cuba 
A bipartisan 

commission on 

Cuba should be 

created soon after 

the presidential 

election of 2000. 

Lift the Helms-Burton law now. 

U.S. policy toward Cuba suffers 

under the Helms-Burton Law, 

signed in the panicked reaction to 
the February 1996 Cuban shoot- 

down of two U.S. civilian planes 

piloted by Cuban-American exiles. 
Helms-Burton locked into law the 

U.S. economic embargo against Cuba and thus 

deprived the president of his policymaking authority 

on Cuba. A majority of the House and Senate must now 

be persuaded to change this law. The sanctions pre- 

scribed by the law against third countries doing busi- 

ness in Cuba were intended to isolate Cuba, but they 

increasingly isolate the United States. The law enables 

the Castro government to rally the Cuban people 

behind it and blame the United States for the island's 

economic problems. The law's ban on business and 

tourism precludes the kind of people-to-people con- 
tact that could help impel Cuba's eventual transition 

toward a more open society. And the law's intrusion on 

presidential authority over Cuba policy could lead to 

indecisiveness in a crisis situation. Helms-Burton is 

bad public policy, particularly because it usurps the 

foreign policymaking authority of the president and 

damages U.S. relations with allies. 

But lift the economic embargo later. There is little evi- 

dence that lifting the U.S. embargo today will prod 

Cuba toward a more open society. If anything, lifting 

the embargo unconditionally and shoring up the 
island's economy could serve as a powerful incentive 
for the regime not to enact deeper economic and 

democratic reforms. As long as Fidel Castro is on the 
scene, Cuba and the United States will remain divided 

by contradictory interests: The U.S. goal of a more 

open, democratic, and market-oriented Cuba is direct- 

ly at odds with Castro's interests in maintaining his 

power, playing on the world stage, and assuring his 

defiant, anti-American legacy. No U.S. president can 

alter Castro's resistance to change. Fundamental 

change will have to await his passing or the weakening 

of his grip on power. Whenever the post-Castro 

moment arrives, the U.S. president should use the 

embargo's lifting as leverage to induce the regime to 
commence the island's democratic transition. 

Additionally, the U.S. government should be ready with 

a diplomacy strategy, humanitarian aid program, and 

economic and technical assistance program to assure 

the Cuban people that the United States is prepared to 

assist their democratic transition. 

Create a bipartisan national commission to build a 

consensus on policy toward a Cuba without Castro. 

There is broad agreement on the ultimate goal of U.S. 

policy: to promote a free, democratic, and market- 

oriented Cuba. The deeper, more intractable differ- 
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ences concern the means by which to achieve this goal. 

The United States sorely needs a policy consensus to 

ease the tension between Congress and the executive 

branch before Castro fades from the scene. The com- 

mission needs to propose replacing the current hodge- 

podge of policies with a more coherent strategy. The 

commission should be created soon after the presiden- 

tial election of 2000. 

Global Environment 

Harness alternative energy technologies, and promote 

their worldwide distribution. The most politically fea- 

sible, economically sensible, and environmentally 

sound way to prevent global climate change is to 

improve the alternatives to current fossil fuel systems 
and accelerate the adoption of these alternatives 

around the world. Alternative technologies include 
natural gas turbines, cleaner coal systems, biomass 

gasification, fuel cells, solar photovoltaics, and wind 

turbines. For developing countries, the new technolo- 
gies can eliminate the need to make the painful choice 

between reducing pollution and developing the econo- 

my, because the new technologies can allow develop- 
ing nations to "grow clean." For industrialized nations, 

new technologies can lower many of the projected 
costs of reducing greenhouse gas emissions. New tech- 
nologies would also be vital if severe consequences 

from global climate change force the world to vastly 
reduce its fossil fuel emissions over the course of the 
21st century Therefore, industrialized nations should 

abolish market-distorting oil and coal subsidies that 

discourage investment in cleaner fuels. And if the envi- 

ronmental costs of continued fossil fuel consumption 
are proven to warrant market distortion in favor of 

cleaner fuels, the United States should redirect subsi- 
dies, tax credits, and purchases toward alternative fuel 

technologies. 

rates, the programs have helped 

improve health for children, reduce 

the risk of maternal mortality, 

expand educational and economic 

opportunities for women, ease the 

burden on schools, and reduce 

pressures on the environment. In 

addition, evidence from a number 

of countries—including Russia, 

Kazakhstan, Bangladesh, Hungary, 

and South Korea—shows that 

family planning, specifically an 

increased availability of contra- 

ception, has cut the number of 

abortions. Meanwhile, nearly 80 

percent of the American public 

supports U.S. aid for voluntary 

family planning overseas when it is 
understood to exclude abortion. 

Family planning 

programs have 

helped improve 

health for children, 

reduce the risk of 

maternal mortality, 

expand educational 

and economic oppor- 

tunities for women, 

ease the burden on 

schools, and reduce 

pressures on the 

environment. 

Target foreign aid more strategically to further foreign 

policy objectives. Global demographic trends have 
implications for U.S. foreign policy. Carefully targeted 

foreign aid could help some important allies and 

friends in the developing world restrain their rapid 
population growth, thus allowing them to conserve 

resources, develop their economies, and buy time to 
reform their political systems. A number of developing 

countries—such as Egypt, Malawi, Bolivia, and the 
Philippines—are interested in reducing their fertility 
rates and probably would be interested in more U.S. 

aid for this purpose. Two kinds of U.S. aid that would 
be particularly helpful in reducing fertility rates in 

these countries would be support for family planning 

efforts and for women's educational programs. ■ 

Foreign Aid 

Preserve U.S. funding for family planning programs 

overseas. Voluntary family planning programs supported 

by U.S. foreign aid have benefited developing countries 

in a variety of ways. By contributing to lower fertility 
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