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Yesterday President Bush, the
United States, and others in the so-
called ‘‘quartet’” presented a roadmap
for Middle East peace. There has been a
lot of talk about the roadmap, a lot of
euphoria about a new Palestinian lead-
ership with Abu Mazen; but | wanted to
take some time just to backstep a lit-
tle bit and, in this rush to euphoria,
talk about some very, very serious
things.

Everyone wants peace in the Middle
East, and everyone knows that ulti-
mately the key to peace is having two
states side by side, Israel as a Jewish
state and a Palestinian state side by
side with security. The question is how
do we get there? Oslo, which many of
us supported, ultimately was a failure;
and in my opinion it was a failure be-
cause Yasser Arafat’s feet were never
held to the fire. There were promises.
There was empty rhetoric. There was
saying one thing in English that sound-
ed good and quite another thing in Ara-
bic to the Palestinians that did not
talk about peace; and we looked the
other way because we so much wanted
peace between Israelis and Palestinians
that we never made Arafat’s actions
live up to his speech.

We should not make the same mis-
take again. Yes, there is a new Pales-
tinian prime minister named Abu
Mazen; and, yes, there is a modicum of
hope that Abu Mazen will be a mod-
erate. But the fact of the matter is as
long as there is terrorism in the Middle
East, as long as there is no Palestinian
crackdown on suicide bombers or on
terrorism, as long as terrorism is still
attempted to be used as a negotiating
tool by the Palestinian side, there can
never really be peace.

At the end of the Oslo process, there
was a proposal put forth. The proposal
was two states side by side and the Pal-
estinians were offered 100 percent of
Gaza, 97 percent of the West Bank, a
state of their own, billions of dollars of
international aid; and Yasser Arafat
turned down the deal. Not only did he
turn it down and not offer a counter-
proposal, but he unleashed the Intifada
and thought he could use terrorism as
a negotiating tool. If that happens
again, the roadmap will go the way of
Oslo, which is nowhere.

So what needs to happen here is
there needs to be a crackdown on ter-
ror. There needs to be a real visible,
sustained antiterrorism effort on the
part of Abu Mazen and the Palestin-
ians. It is no coincidence that three
hours after the roadmap was an-
nounced there was another suicide
bombing in Tel Aviv, which Kkilled
three innocent people and injured 40-
some-odd other innocents. This cannot
be left to stand. We have to judge Abu
Mazen by seeing if he really cracks
down on terrorism. That has to be first.

I believe that the roadmap should be
performance based, not time based. A
Palestinian state projection is in 2004
and then in 2005 the final status. That
should happen only if the Palestinians
live up to their agreements, which they
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had not done previously under Oslo.
Once terrorism is stopped, then the
Israelis can make the concessions that
are also necessary in order to have a
just and viable peace. But let me make
it clear, there cannot be negotiations
or Israeli concessions while terrorism
is still being used as a negotiating tool.

Let me also talk a little bit about
Syria. | am the author of the Syria Ac-
countability and Lebanese Sovereignty
Restoration Act of 2003, and we call to
the Syrians to stop their support for
international terror. Hezbollah, which
is in Lebanon’s south/lsrael’s northern
border, is used as a proxy by Syria to
continue its support of terrorism.
Hezbollah is the group which bombed
U.S. Marines in 1983 and killed more
than 200 of our Marines in Beirut.
Syria must stop its support for inter-
national terrorism. Syria is on the list
of countries of our State Department
which supports international ter-
rorism. Syria has been on that State
Department list since the inception of
the list in 1979, and yet it is the only
country with which we have normal
diplomatic relations on that list. That
makes no sense. So the Syria Account-
ability and Lebanese Sovereignty Res-
toration Act of 2003 calls on Syria to
stop its support for terrorism, to end
its occupation of Lebanon, and to end
the continuation of its production of
weapons of mass destruction.

We also know that Syria is harboring
some of the Saddam Hussein crowd
which has fled Irag and is in Syria, and
we also know that during the war in
Iraqg the Syrians allowed all kinds of
armaments and weapons and night gog-
gles and other things to pass through
Syria into Iraq to be used against U.S.
forces.

President Bush has gotten tough
with Syria. Colin Powell is visiting
Syria. We hope he tells the Syrians to
stop their support of terrorism.

———
WALL STREET ROBBER BARONS

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
woman from Ohio (Ms. KAPTUR) is rec-
ognized for 5 minutes.

Ms. KAPTUR. Mr. Speaker, | have
never met New York’s Attorney Gen-
eral Eliot Spitzer, but on behalf of the
citizens of Ohio, | want to thank him.
The people of New York should be very
proud of their Attorney General, Mr.
Spitzer, for he is bringing to justice the
robber barons of Wall Street who stole
the money in our 401(k)s, who lied to
our shareholders about the worth of
various investments, who issued fraud-
ulent reports about the value of stocks,
and frankly destroyed a great deal of
the confidence of our people in our so-
called free markets. In fact, some
might say they have been a free-for-all
market. Some might say what these
Wall Street fellows have done is a big
heist, a big heist right out of people’s
pocketbooks and a big heist right out
of people’s dividends. Because of work
that he did, and our Securities and Ex-
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change Commission following behind,
the regulators found fault with every

single investment banking firm on
Wall Street.
I want to include in the RECORD

much of what they said: ‘“‘Analysts
wittingly duped investors to curry
favor with certain corporate clients.
Investment houses received secret pay-
ments from companies they gave
strong recommendations to buy. And
for top executives whose companies
were clients, stock underwriters of-
fered special access to hot initial pub-
lic offerings.”

It really is staggering, when we think
about the recession that we are in,
about the malfunctioning of our own
stock markets which lie at the heart of
this free enterprise system that has
been hijacked time and again.

0 1630

It started with Enron. Then we saw
WorldCom. Then it was Tyco. Now it is
every single money manager on Wall
Street that has your money.

So far, they have been fined as fol-
lows: $400 million is to be paid by
Citigroup; $200 million each by Credit
Suisse and Merrill Lynch, which in-
cluded an earlier Merrill settlement of
$100 million in fines; $100 million in
fines by Goldman Sachs; $80 million in
fines by Bear Stearns; $80 million by
JP Morgan; and fines of the same
amount to Lehman and to UBS War-
burg; $32.5 million in fines by Piper
Jaffray. These are names we see adver-
tised in our newspapers. They have got
enough money to buy ads all over the
country, yet they take your hard-
earned money and they gamble it
away.

| have to ask myself as a Member of
Congress, | am not going to trust those
folks with the Social Security funds of
this country. Do not tell me to put our
people’s hard-earned dollars in that
stock market that you cannot trust
from one day to the next, and do not
ask this Member of Congress to vote
for a Bush administration tax scheme
that rewards some of the same fellows
that just ran away with our money in
our own equity market. Why was not
anybody watching? Why did it take so
long?

Now, they tell you anything to get
your money. That is what Mr. Spitzer
found. And they did tell you anything
to get your money. The news articles
really say everything. What jumps off
the page in the documents is the Wall
Street firms’ utter, utter disregard for
the individual investor in pursuit of
their own personal benefit. These are
institutions that are supposed to be
working for us, and they all, not one,
not two, all, the major firms on Wall
Street failed the American people.

One investor told a colleague he was
trying to make the company look good
with his questions. A few moments
later he said, ‘““We got paid for it, and
I am going to Cancun tomorrow be-
cause of what | did.” That is someone
that took your money.
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Here is somebody, Sanford Weill,
Citigroup’s chairman. He persuaded an
analyst to change a rating. This is not
some guy in the back closet. This is
the head of the largest investment
banking firm in this country.

What are they doing up there? What
is the matter with them? You know
how many people in my district have
lost their retirement savings in the
401(k) plans alone? These are the high-
est paid people in our country that the
Bush administration is about to open
up the Treasury for. They do not de-
serve a dime. They ought to pay more
of it back to us for what they have
done.

Mr. Speaker, | congratulate Attorney
General Elliott Spitzer of New York.
He is a hero in my book.

Mr. Speaker, | include the three
newspaper articles for the RECORD.

[From the New York Times, Apr. 29, 2003]

TEN WALL ST. FIRMS SETTLE WITH U.S. IN
ANALYST INQUIRY: AGREE TO PAY $1.4 BILLION

(By Stephen Labaton)

WASHINGTON, APR. 28.—Prosecutors an-
nounced a settlement today with the na-
tion’s biggest investment firms that bars the
heads of the largest bank from talking to his
analysts, details a far greater range of con-
flicts of interest than previously disclosed,
and leaves the industry exposed both to fur-
ther regulation and costly litigation.

The $1.4 billion settlement by 10 firms and
2 well-known stock analysts reached ten-
tatively last December but completed in the
last few days, resolved accusations that the
firms lured millions of investors to buy bil-
lions of dollars worth of shares in companies
they knew were troubled and which ulti-
mately either collapsed or sharply declined.

The Securities and Exchange Commission,
state prosecutors and market regulators ac-
cused three firms in particular—Citigroup’s
Salomon Smith Barney, Merrill Lynch, and
Credit Suisse First Boston—of fraud. But the
thousands of pages of internal e-mail mes-
sages and other evidence that regulators
made public today painted a picture up and
down Wall Street of an industry rife with
conflicts of interest during the height of the
Internet and telecommunications bubble
that burst three years ago.

At firm after firm, according to prosecu-
tors, analysts wittingly duped investors to
curry favor who corporate clients. Invest-
ment houses received secret payments from
companies they gave strong recommenda-
tions to buy. And for top executives whose
companies were clients, stock underwriters
offered special access to hot initial public of-
ferings.

“These cases reflect a sad chapter in the
history of American business—a chapter in
which those who reaped enormous benefits
based on the trust of investors profoundly
betrayed that trust,” said William H. Don-
aldson, the new chairman of the Securities
and Exchange Commission. “The cases also
represent an important new chapter in our
ongoing efforts to restore investors’ faith
and confidence in the fairness and integrity
of our markets.”

In a reflection of regulators’ concerns
about the prospect for conflicts of interest at
Citigroup, Wall Street’s biggest bank, the
settlement bars its chairman and chief exec-
utive, Sanford I. Weill, from communicating
with his firm’s stock analysts about the
companies they cover, unless a lawyer is
present.

But the regulators found fault with every
major bank on Wall Street.
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In addition to the three firms accused of
fraud, five others—Bear Stearns, Goldman,
Sachs, Lehman Brothers, Piper Jaffray and
UBS Warburg—were accused of making un-
warranted or exaggerated claims about the
companies they analyzed. UBS Warburg and
Piper Jaffray, were accused of receiving pay-
ments for research without disclosing such
payments.

And Salomon Smith Barney and First Bos-
ton were accused of currying favor with their
corporate clients by selling hot stock offer-
ings to senior executives, who then could
turn around and sell the shares for virtually
guaranteed profits.

The two banks agreed to end that practice,
known as spinning.

In settling the cases, the firms neither ad-
mitted nor denied the allegations, following
the standard practice in resolving such dis-
putes with the commission.

In monetary terms, the $1.4 billion in fines,
restitution and other payments equals near-
ly 7 percent of the industry’s profits last
year, which was Wall Street’s worst year
since 1995. Of that sum, $387.5 million will go
to repaying investors who file claims with
the government. But armed with the regu-
lators’ findings, lawyers are sure to seek
many times that total in private litigation.

The firms also agreed to abide by what of-
ficials said were significant new ethics rules
and to build barriers between investment
bankers and stock analysts in hopes of re-
lieving analysts from the business pressures
that many succumbed to during the 1990’s.
For example, the compensation of analysts is
to be based on the quality of their research,
not their contribution to the firm’s invest-
ment banking business.

As part of the agreement, two analysts
whose fortunes rose with the markets, Jack
B. Grubman of Salomon Smith Barney and
Henry Blodget of Merrill Lynch, agreed to
lifetime bans from the industry, along with
significant fines.

The singling out of Mr. Weill stemmed in
part from his efforts to try to influence Mr.
Grubman to change his view of AT&T—a
Citigroup client that had Mr. Weill on its
board—to positive from negative. He and
Citigroup’s other senior officers—whose con-
tacts with the banks’ research analysts are
also restricted under the settlement—were
the only Wall Street executives to agree spe-
cifically to such a prohibition. Any top Wall
Street executive directly involved in invest-
ment banking, however, would be barred
from discussions with his company’s ana-
lysts under the terms of the agreements.

For all the anticipation of today’s an-
nouncement, the voluminous record of com-
plaints and damaging evidence left many un-
resolved questions for both investors and the
securities industry.

Foremost among those was what long-term
impact the settlement will have on the cul-
ture of Wall Street, the integrity of stock
analysis and the confidence of investors.
Concerned that the settlement might not be
far reaching enough—and might also have
unintended consequences—officials at the
S.E.C. are considering the adoption of a new
set of regulations governing stock analysts.

“It’s critically important that we now step
back and thoroughly examine the issues,”
said Harvey Goldschmid, one of the commis-
sioners. Wondering whether the settlement
might discourage research for smaller mar-
kets, he added, ‘“No research is certainly bet-
ter than skewed research, but honest re-
search would be even better.”

Critics who fear that the settlement falls
short of protecting investors said that they
welcomed further efforts by regulators.

“What they have imposed is a solution
where they will try to regulate behavior,
ethics and business practices,” said Scott
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Cleland, the chief executive of Precursor
Group and a member of a coalition of small
research firms without ties to investment
banks that have been seeking broader
changes. ““What they didn’t do is address the
conflict at its source—the commingling of
trading, research and banking commissions.”’

“The analogy is that if this were an oper-
ating room, they disinfected everything but
the scalpel,” Mr. Cleland said. ““The scalpel
is left dirty.”

While providing $375.5 million in restitu-
tion that can be sought by investors, the
cases leave unresolved how much investors
might ultimately recoup after relying on the
analysts to make what turned out to have
been calamitous investments. Federal and
state officials said today that one aim of the
settlement was to shake out enough strong
evidence to assist shareholders in private
lawsuits and arbitration efforts.

“This is very much the beginning,” said
New York Attorney General Eliot Spitzer,
whose early inquiry into conflicts on Wall
Street prompted federal and market regu-
lators to begin focusing on the issue—and
who supporters say might try to ride his suc-
cess in the case to the governor’s office in
Albany. ‘““One of our objectives was to put in-
formation into the marketplace to permit
investors on their own to seek relief.”

Wall Street executives acknowledged that
the findings of the regulators would probably
draw more lawsuits against their firms.

“It’s sort of like throwing a party and in-
viting a lot of people in, isn’t it?”’ E. Stanley
O’Neal, Merrill’s chief executive, said at the

firm’s annual shareholders meeting in
Plainsboro, N.J.
Government officials also emphasized

today that the settlements did not preclude
them from further investigation—pointedly
noting, for example, that they were exam-
ining whether any top executives at the in-
vestment firms had failed to adequately su-
pervise the analysts.

“Just wait,” said Stephen M. Cutler, the
head of enforcement at the commission and
a leading architect of the agreement.

In addition to the restitution, the firms
also agreed to pay $487.5 million in penalties,
$432.5 million to fund independent research,
and $80 million for investor education. Mr.
Blodget agreed to pay $4 million and Mr.
Grubman $15 million to settle the charges
against them.

The fines, restitution and other penalties
were divided as follows: $400 million will be
paid by Citigroup; $200 million each by Cred-
it Suisse and Merrill Lynch (which includes
an earlier Merrill settlement of $100 million);
$125 million by Morgan Stanley; $110 million
by Goldman Sachs; $80 million each by Bear
Stearns, J.P. Morgan, Lehman and UBS War-
burg; and $32.5 million by Piper Jaffray.

One of the final issues that had been nego-
tiated involved which companies would bear
the brunt of the penalties and how much
might be covered by insurance policies and
deductible from the firms’ taxes.

Under tax law, none of the $487.5 million in
penalties is deductible, and the firms agreed
not to seek reimbursement under their in-
surance policies.

Prosecutors also inserted a clause in the
settlement that might make it harder for
the firms to try to deduct any of the $512.5
million in independent research and investor
education.

[From the New York Times, Apr. 29, 2003]
IN A WALL ST. HIERARCHY, SHORT SHIFT TO
LITTLE GUY
(By Gretchen Morgenson)

Documents disclosed as part of yesterday’s
settlement show how Wall Street firms, in
pursuit of investment banking fees, put the
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interests of their
last.

As an analyst at Lehman Brothers told an
institutional investor in an e-mail message,
“well, ratings and price targets are fairly
meaningless anyway,” later adding, ‘‘but,
yes, the ‘little guy’ who isn’t smart about
the nuances may get misled, such is the na-
ture of my business.”

In a newly disclosed tactic, Morgan Stan-
ley and four other brokerage firms paid ri-
vals that had agreed to publish positive re-
ports on companies whose shares Morgan and
others issued to the public. This practice
made it appear that a throng of believers
were recommending these companies’ shares.

From 1999 through 2001, for example, Mor-
gan Stanley paid about $2.7 million to ap-
proximately 25 other investment banks for
these so-called research guarantees, regu-
lators said. Nevertheless, the firm boasted in
its annual report to shareholders that it had
come through investigations of analyst con-
flicts of interest with its ‘“‘reputation for in-
tegrity’” maintained.

Among the firms receiving payments for
their bullish research on companies whose
offerings they did not manage were UBS
Warburg and U.S. Bancorp Piper Jaffray.
UBS received $213,000 and Piper Jaffray,
more than $1.8 million.

What jumps off the page in these docu-
ments is the Wall Street firms’ disregard for
the individual investor in pursuit of personal
benefit.

One comment made by a Bear, Stearns an-
alyst is telling. While participating in a con-
ference call by SonicWall, an Internet com-
pany whose shares Bear, Stearns had sold to
the public, the analyst told a colleague that
he was trying to make the company look
good with his questions. A few moments
later, he said, ‘““‘we got paid for this,” adding,
““and I am going to Cancun tomorrow b/c of
them.”

But because greed is a part of human na-
ture and human nature seldom seems to
change, Alan Bromberg, professor of securi-
ties law at Southern Methodist University,
remains skeptical that the terms of the set-
tlement will bring substantive change to
Wall Street.

“l don’t see this as a great reformation,”
Mr. Bromberg said. ‘I don’t see this as a new
world we are moving into. The pressures are
still going to be there. Brokerage firms don’t
make money other than by selling securities
so they’re going to inevitably be encouraging
people to buy and will always have pressures
to hype what they think is good or what
they’re otherwise involved in.”’

The heaviest penalties in the settlement
went to Salomon Smith Barney, Credit
Suisse First Boston and Merrill Lynch. Reg-
ulators contended that analysts at these
firms committed securities fraud by recom-
mending stocks to the public they had ex-
pressed misgivings about privately.

But securities regulators also found that
all the firms failed to supervise adequately
the research analysts and investment bank-
ing professionals they employed. They failed,
therefore, to protect clients who were basing
investment decisions on research that had
been written to attract or maintain invest-
ment banking clients.

While the symbiotic relationship between
Wall Street research analysts and invest-
ment bankers harmed investors, it was bene-
ficial to the firms. Lehman Brothers and
Goldman, Sachs, according to regulators, en-
couraged analysts to work closely with in-
vestment bankers to generate deals.

Goldman, Sachs aligned its research, equi-
ties and investment banking divisions to
work collaboratively and fully leverage its
limited research resources. In 2000, Goldman
noted happily that ‘‘research analysts, on 429

individual clients dead
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different occasions, solicited 328 transactions
in the first 5 months” and that ‘“‘research
was involved in 82 percent of all won busi-
ness solicitations.”

Crucial to the firms’ failure to supervise
themselves was the tendency by their ana-
lysts to publish research that was not based
on sound analysis or principles of fair deal-
ing or good faith, the regulators said. Eight
of the 10 firms that settled—Bear, Stearns;
Credit Suisse First Boston; Goldman, Sachs;
Lehman Brothers; Merrill Lynch; Piper
Jaffray; Salomon Smith Barney; and UBS
Warburg—issued such reports. The firms’ re-
search also contained exaggerated or unwar-
ranted assertions about companies, or opin-
ions for which there were no reasonable
bases.

For example, at Credit Suisse, regulators
contend that its analyst covering Winstar, a
small telecommunications concern that
never turned a profit and that filed for bank-
ruptcy two years ago, failed to disclose the
risks inherent in the company. The firm had
initiated equity research coverage of
Winstar in May 2000, with a ‘“‘strong buy”
rating and a 12-month target price of $79.
Credit Suisse retained the $79 target from
Jan. 5 to April 3, 2001, even as the stock
plummeted to 31 cents a share from approxi-
mately $17 and the company’s market cap-
italization fell to $30 million from $1.6 bil-
lion.

Some of the most entertaining reading in
the masses of evidence that regulators have
made public for use by aggrieved investors in
their own lawsuits is the commentary by
Salomon Smith Barney brokers about Jack
B. Grubman’s performance as the firm’s top
telecommunications analyst.

As far back as 2000, brokers were express-
ing outrage and betrayal over Mr. Grubman’s
woeful stock picking, which many noted was
related to his dual roles as investment bank-
er and analyst. Yet even as the brokers
howled about Mr. Grubman’s tendency to
keep recommending stocks as they collapsed
in price, the analyst retained his job at
Salomon until last August.

Here are some outtakes from Salomon bro-
kers late in 2000. Mr. Grubman *‘should be
publicly flogged,”” one said. ““Under the cat-
egory, Bonus for Creating Tax Loss Carry
Forwards for Retail Clients, Grubman should
be recognized accordingly as our best ana-
lyst.”

Many said the analyst should be fired,
while another broker said, ““If Jack Grubman

is a top ‘research analyst’” then | have a
bridge to sell.”
Another remarked: ‘““Boo Hiss. Banking

showed its ugly head.”

During the year these comments were
made, Mr. Grubman was paid $14.2 million in
salary and bonus.

As a result, Salmon’s brokers emerge as
yet another group victimized by Mr.
Grubman’s conflicted status. As one broker,
or financial consultant, put it: “Grubman
has zero credibility with me or my clients.
He is collecting from two masters’ at finan-
cial consultant expense.

Then referring to investment banking
functions, he continued: ‘‘He brings IB busi-
ness to the firm and loses his objectivity. |
am sure that nothing will come of my com-
ments. The spin-masters will say that every-
one else does it. Is there an honest person
left?””

FINDING FRAUD ON WALL ST. MAY BE A STEP
TO HIGHER POST
(By Raymond Hernandez)

WASHINGTON, APR. 28.—The question was
about tax loopholes and whether the 10 secu-
rities firms that agreed to pay $1.4 billion to
resolve charges of wrongdoing by their re-
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search analysts would be able to squirm out
of their plight by writing off their fines. It
put the men behind the lectern at the Secu-
rities and Exchange Commission’s head-
quarters on the spot.

But not Eliot Spitzer. ““Maybe | can be a
little less discreet,” Mr. Spitzer, the attor-
ney general from New York, chimed in. “I al-
ways try to be.”’

With that, he shifted the focus to Congress,
urging lawmakers to act to close the loop-
holes, and insisting his office and the S.E.C.
had done their jobs.

“Spoken like a man whose Hill is in Al-
bany and not in Washington,” said William
H. Donaldson, the chairman of the S.E.C., to
laughter.

Mr. Spitzer’s hill, some say, is just about
anywhere he wants it to be these days, hav-
ing been indiscreet enough to take on the
biggest names on Wall Street during a re-
lentless investigation of securities fraud. For
more than a year, he has plunged forward,
making cases and headlines along the way,
and some say paving his future with stepping
stones bearing the names of Henry Blodget,
Jack B. Grubman and the like.

At the news conference here today an-
nouncing the settlement of the case against
the 10 firms, Mr. Spitzer was just one player
of many. Nonetheless, it was a defining mo-
ment for Mr. Spitzer, who just five years ago
took a gamble and used his family’s vast
wealth to oust Dennis C. Vacco, the Repub-
lican attorney general at the time.

As attorney general, Mr. Spitzer revived
the long-dormant Martin Act, a 1921 state
law giving the attorney general of New York,
jurisdiction over securities trading.

Mr. Spitzer uncovered, among other
things, damaging e-mail messages among
stock analysts at Merrill Lynch & Company,
the nation’s biggest brokerage firm and a
main-stay of New York’s financial commu-
nity. He accused the analysts of urging cus-
tomers to buy stocks that the analysts be-
lieved where losing bets just so that Merrill
could curry favor with companies it wanted
as clients.

In doing the job, Mr. Spitzer, 43, has fol-
lowed in the tradition of activist and con-
sumer-oriented attorneys general, like Louis
J. Lefkowitz, who set the standard, and Rob-
ert Abrams.

But in his prepared remarks, he likened
the pursuit of Wall Street evildoers to an-
other crusader, Theodore Roosevelt, the pop-
ulist Republican president who dubbed him-
self a Trust Buster and crusaded against un-
checked corporate wealth and power.

“We are at a rare moment,” he said. “It is
akin to the moment we were at 100 years
ago.”

Before he was president, Mr. Roosevelt was
New York’s governor, and many say that is
the real goal of Mr. Spitzer.

Indeed, many of those who make their liv-
ing from Wall Street are seething over Mr.
Spitzer, blaming him for pursuing scandal at
the expense of their livelihoods and New
York’s economy. Many complain, quietly, of
course, that Mr. Spitzer has relentlessly un-
dermined the public’s trust in the stock mar-
ket while boosting his own political for-
tunes.

Many of Mr. Spitzer’s fellow Democrats,
however, feel otherwise.

“New York Democrats need someone who
can galvanize them,” said Hank Sheinkopf, a
Democratic consultant in New York who was
one of Mr. Spitzer’s campaign advisers in
1988. ““Eliot Spitzer appears to be that person
right now.”

“This is not without its perils,”” Mr.
Sheinkopf added. ““The danger is that he has
angered a large portion of New York’s tradi-
tional fund-raising base, Wall Street.”’
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Mr. Spitzer, in an interview after the news
conference, acknowledged the potential dif-
ficulties. “This case has left me without
some friends | had before,’” he said.

But, he said, it might have made him
friends elsewhere. “I’ve got a job to do and
I’'m going to do it,” he said. “l hate to sound
overly moralistic, but it’s the only way to do
this job.”

Mr. Spitzer also said it was premature for
him to talk about a possible campaign for
governor, though people in both parties say
he is the man to beat should be choose to run
for governor in 2006. ““All I can tell you is
that | have made no decision about that,” he
said.

————

ILLEGAL NARCOTICS PROBLEM IN
THE UNITED STATES AND THE
WORLD

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 7, 2003, the gentleman from Indi-
ana (Mr. SOUDER) is recognized for 60
minutes as the designee of the major-
ity leader.

Mr. SOUDER. Mr. Speaker, tonight |
would like to focus on the illegal nar-
cotics problem in the United States, as
well as a little bit around the world.

We have several legislative initia-
tives that are about to come in front of
this Congress, including one moving
through my subcommittee, the Sub-
committee on Criminal Justice, Drug
Policy and Human Resources of the
Committee on Government Reform,
which is the Office of National Drug
Control Policy reauthorization bill.
The ONDC Director, commonly known
as the Drug Czar of the United States,
is John Walters. This bill will reau-
thorize for 5 years the entire oversight
of the narcotics programs of the United
States.

In addition, in our emergency ter-
rorism bill, we had money for Colom-
bia. We will have in a number of appro-
priations bills in front of us money for
the Andean region and other inter-
national narcotics control programs.

So | thought tonight would be a good
time to start with my colleagues and
staff and others who are watching this
discussion, laying out a little bit of the
big picture on what we are tackling,
mostly focusing tonight on the inter-
national drug problem, some on our do-
mestic and some oversight, and then as
we move into the markup in the next
few weeks in subcommittee and full
committee on this House floor, we will
be spending a lot more time discussing
the millions, and, in fact, billions of
dollars that we spend fighting illegal
narcotics.

First, it is very important to under-
stand that while tonight we are going
to be talking about a lot of inter-
national concerns, this is directly a
concern that hits every Congressional
district. In every city and town, no
matter how small or large, drug and al-
cohol problems in America account for,
depending on the judge or prosecutor,
70 to 85 percent of all crime in Amer-
ica. Not just drug crime, this counts
robberies, this counts rapes. This even
counts child support payment prob-
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lems, because often the people not
making their child support payments,
the people declaring bankruptcy, are
having problems with drug and alcohol
addiction.

The use of illegal narcotics have gone
up and down in our country. We will
never eliminate them. It is a false goal
to say we will eliminate the use of ille-
gal drugs in the United States. There
will always be, every day, new Kids ex-
posed in junior high, elementary school
and high school. Somebody will lose a
job. Somebody will have a problem in
their marriage, and they will look for a
way out. Rather than confronting their
problem directly, they will look for a
way out. So every day hundreds of
thousands of people are exposed for the
first time to the temptations of illegal
narcotics.

Furthermore, where there is a mar-
ket, there will be a demand meeting
that market, and we will never com-
pletely stop this. We have some people
in this body and others who say well, if
we cannot eliminate it, why are we
spending all this money on it?

I would ask the same question about
child abuse. | would ask the same ques-
tion about spouse abuse. | would ask
the same question about rape. | would
ask the same question about breast
cancer and about other types of dis-
ease, heart disease and others.

We do it because we need to keep
tackling it. We need to make as much
progress as we can. Particularly for
those things that are controllable by
individuals, such as rape, spouse abuse,
child abuse, narcotics abuse and other
things, we need to stay on top of it so
the problems do not get bigger.

It may be that that all we can do is
hold it even, and sometimes we will
make progress. There has been a lot of
misinformation in the United States
that we have not made progress on
drug abuse. In fact, drug abuse in the
United States is way down compared to
at the peak point when former Presi-
dent Ronald Reagan and First Lady
Nancy Reagan said ‘“‘just say no.” We
constantly hear “‘just say no’ being
mocked, but ““just say no’’ was the cen-
terpiece of an aggressive program in
interdiction, enforcement, treatment
and prevention, that in the 1980s had a
dramatic reduction.

After the late sixties, where | went to
college and early seventies, where you
saw an overwhelming majority of Kids
on the college campuses using mari-
juana, at least, and Ecstasy and LSD
and all these psychedelic drugs, by
Timothy Leary and all the romancing
of it in the ’70s.

In the ’80s we made tremendous
progress. In the ’90s we were making
some progress, and it started to level
off. From 1992 to 1994 we saw a surge in
drug use in the United States that
would now, in those 2 years, require us
to have a 50 percent reduction to get
back to where we were when the former
President took office.

Now, that was still a lower point
than when the Reagans took over in
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1980 and made 10 years of steady
progress. The bottom line is it is wrong
to say we have not made progress, it is
wrong to say that you cannot make
progress, and there are points in our
American history where relaxed gov-
ernment policies, of joking about in-
haling, cutting back drug interdiction,
you see it soar, and we have to recover
again.

But the trend line over a long period
has actually been down, and you would
never guess that from all the people
who say that there is no hope in this
battle. There is hope, but we will never
completely win.

Right now, we have a goal annually,
according to President Bush, to reduce
this by 5 percent a year. To do that, we
have to stay aggressive in all fronts
and be vigilant in all parts of the war
on narcotics, because even that said,
we have tens of thousands of people
Killed every year by the abuse of drug
and alcohol.

To give an example of proportion, the
World Trade Center disaster, which was
absolutely terrible, was around 3,000. In
illegal narcotics, it is somewhere be-
tween 20,000 and 30,000 a year, depend-
ing on how you want to count it.

In my hometown, we see it on a
weekly basis practically of a murder,
or an accident, or some type of drug-re-
lated death, either through murder or
through somebody in the highways.
Often they get attributed to alcohol. It
is usually poly-drug use, marijuana,
LSD. Most police departments do not
test for Ecstasy or LSD after an acci-
dent, and often the people involved
have done that. We have had cases of
young kids high on multiple different
drugs hitting a car. One Killed a senior,
rolled through the interstate, killed
another person. The person high on
drugs actually lived through it.

We have had a really visible case in
my hometown of Fort Wayne, Indiana,
where the conflict got so great that
one of the kids, one of the little gang
groups, basically took another young
person to a field in a rural area and
burned them, in effect, at the stake. As
one of the other kids at school threat-
ened to bring that up, they took her up
and burned her as well. One defended
themselves by saying they had a gun at
their head and they had to light the
match.

This is what people who are whacked
out on narcotics will start to do to
each other. We see this corruption in
every community in America, big or
small, and we have to stay vigilant and
aggressive.

Now, let me lay out a little bit of the
challenge we are facing. The number
one entry level, if you are an underage
person, it is a combination usually of
tobacco, alcohol and marijuana. You
start hanging around with kids who
abuse those drugs. They are all illegal,
and you get in an illegal cluster, and
sooner or later somebody is going to
expose you to marijuana. The gateway
to all other narcotics is marijuana.
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