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SUMMARY AND CONCLUSIONS

Public perceptionsand prioritiesare changing asthe new adminisiration beginsitseffort to ded with
thenation'seconomic problems. Thisnew TimesMirror survey identifiesfiveimportant e ementsof public
opinion that have significant implications for economic policy alternatives.

Thesetrendsand dispositionsemergefrom an analysisof thefindingsof 2000in-depth personal
interviewswith arepresentative national sampleof adults, aswell asfrominterviewswith 150 American
opinionleadersand 100 overseasinvestorsfrom: the United Kingdom, the Netherlands, Canadaand Japan.
The survey isthe largest ever undertaken to solicit the public's views on economic policy.

Shown below arethetrendsin public sentiment identified by the TimesMirror research, as well as
the preferences for economic policy alternatives that are related to them.

1. Concernabout internationa military conflictisaslow asit'sbeen over thepast 40years
and aresounding 79% of the public feel sthat tens onswith the Sovietshave been reduced.

*Inthe public'sview, defense spending should be cut rather severely to
help reduce the budget deficit. Even the most conservative and anti-
communi st segmentsof the popul ation, Moralist Republicansand New
Deder Democrats, target the Pentagon for sharp spending cutswhen asked
to sizeupthefederal budget inlight of the deficit. American opinion
leadersa sofavor defense cutsbut, lesssingle-mindedly. If thepublicwere
forced to reducethefederal budget by 5%, it would takenearly half of the
revenues from the defense budget.

2. Thepublicexpressesafair degreeof xenophobia. Seventy percent seeincreasedforeign
investment inthe U.S. asabad thing, and ahuge proportion see Japan, not theU.S,, asthe
world'sleading economic power. Most fedl that our Asantrading partnerstreat usunfairly
and support increased tariffs against them.



* Thereisasubstantia support for increased burden sharing and amgjority
of Americansfavor withdrawing troopsfrom Europeand Korea, asaway
of reducing thebudget deficit. Whilefearsof renewed Japanese militarism
don't dissuade Americansfromthisposition, Americansopposeburden
sharing on nationdigtic grounds-- when the consequencesarethat theU.S.
nolonger playsthedominant roleamongdlies. Americanditesandwell-
informed members of the general public also favor increased burden
sharing, but do not display the public's nationalistic and xenophobic
tendencies. American opinion|eadersdo not see Japan astheworld's
leading power, nor do Japanese overseas investors themselves.

3. Asthepopul ation agesand the baby boom generation considersthewell-being of it's
parents, support for the problemsand position of theelderly in society isquiteresol ute.
Contrary tothefactsof thematter, the elderly are seen aslessaffluent than the popul ation
at large and majorities favor increasing government spending on their behalf.

* Evenwhenthey areinformed that Social Security and Medicareaccount
for a greater share of federal spending than defense, a mgjority of
Americanswouldleavethese programsvirtually untouchedin attemptsto
reducethebudget deficit. Raising taxeson Socia Security tothesamerate
astaxesonordinary incomeistheonly tax proposal strongly opposed by
amgority of the public (56%) -- amgority arewillingto consder theother
options at least as alast resort.

Thereisno congtituency either among thegenera public, or among opinion
leaders, favoring the concept of borrowing the Social Security revenue
surplusasaway of meeting current expensesand reducing thedeficit.
Eighty-seven percent of the publicfed sthat the excessfundsshould be put
asdeandreserved exclusively for Socia Security paymentsinthefuture.



4. TheReaganrevolution hasfailed to convincethe American publicthat the Federal
Government hasbeen made moreefficient. Asthey didin1981, Americansfed that half
of every federal tax dollar collected iswasted. At thesametime, theReaganyearshave
failed to diminish the public's appetitefor government programs. Theshiftin public
attentionfrominternationa problemsto domestic onessuch ascrime, drugs, homel essness
and health care, only adds to the public demand for government activity in many areas.

*1n thirteen of fourteen federal spending areas the public wants the
spending level either maintained or increased. In six of these areas
mgjoritiesfavor spendingincreases. Thepost-war generations, thoseunder
fifty, haveacommondesiretoincreasefunding for thepublic schools,
health care, and homelessness.

5. Thepublic perceivessubstantia socio-economicinequity inthecountry today. Thegap
between rich and poor isseen asproblem that isgetting worse, not better, by nearly six-in-
ten Americansand aplurdity of thepublicfed sthe Tax Reform Act of 1986 madefor aless
fair distribution of the federal tax load.

Besdessupporting"sin” taxes, public generdly fed supper incomepeople
and, to alesser extent, corporations should bear the burden of increased
taxestoreducethedeficit. Four-in-five Americans(82%o) favor increasing
theincometaxesof peoplewithincomesabove $80,000; one-half (49%)
strongly favor such anew tax. Onamore specific proposal, asmaller
majority (59%) support creating anew 33%incometax bracket for all
incomeover $150,000. Closeto half (45%) would placeafivepercent
surtax on the corporate income tax.



The Mood of America

Asimportant asthese el ementsof opinion areto understanding what aternativesthe publicwill or
will not accept, the effectsof continued economic prosperity onattitudescan't beunderestimated. Ineffect,
six years of good times has had an anesthetizing effect on public opinion.

Despitethefact that the public fee sthe deficitisthemost important problemfacing thenation and
ispessmistic about our chancesof solvingit, thedeficit isn't deflating the nation'smood or optimism about
thefuture. Peoplewho givethedeficit higher nationa priority than other pressing problemsareat least as
contented and optimistic asthosewho aren't asfocused onthedeficit. Infact, thosewho regardthedeficit
asthecountry'stop problem actually expresshigher than averagelevel sof satisfaction with theway things
are going in the country.

In many respects, themood of Americaisnot assharply drawn asit wasat the outset of recent
adminigtrations. Eight yearsago asReagantook office, thenationd spirit wassagging; yet, thereweregreat
expectationsthat progresswould be madein correcting the nation'scourse. Four yearsago, contentment with
the state of the nation wasat atwo decadehigh point, only to belater undoneby Iran-Contra. Today, by our
measures, confidenceinthenation hasat least partialy rebounded, and peoplelook totheir own futureand
to the country's with a moderate degree of confidence predicated upon the sustained prosperity.

Analysisof thesurvey indicatesthat the continued positive economic expectationsrecordedinthis
survey may beoffsetting pessimismor national discontent. For example, among peoplewho don't expect
better financid timesnext year, concernsabout thedeficit lead toincreased pess mismabout thefuture, while
among thosewho expect continued prosperity, concern for thedeficit doesnot | ead to pessimism about the
future.

Aslongasamgority of Americans(54%) expect that thingswill be better for themfinancialy next
year and another 28% see no changein their economic outl ook, the psychological effectsof thedeficit and
thetrade problemmay remainlatent. Today, crimeand drugsarethetwo nationd issuesthat are both center
stage nationally and have emotional overtones-- thelatter isnot truefor thebudget deficit and not truefor
the trade\competitiveness issue.

Inmany respectstheoveral financial optimism expressed about the coming year may representa
"don'tworry, behappy" dtitude. The samerespondentswhotold usthey expect better timesfor themsalves
thisyear aremuch lessoptimistic about the nation'sprospects. They al o expect to seeincreasesininflation
(64%), interest rates (67%) and taxes (76%) in 1989.

Theopinionleadersinterviewed have contrasting viewsabout the economic fortunesof comingyear.
Overdl, they aremore pessimistic, especially Japaneseinvestorsbut, at the sametimearelessapt thanthe
generd publictoforecastincreasesintaxesandinterest rates. The Japaneseinvestorsquestioned werequite
gloomy about the American economy, with asmany as56% seeing anincreasein unemployment. American
financial leaders were most apt to see a spike in inflation and taxes.

Opinions about the Federal Deficit

Clearly, much of theanticipation about higher taxeshasto dowith thefeeling onthepart of many
that taxeswill haveto beincreased totamethedeficit. Onthefundamenta question of whether itispossible
tosignificantly cut thedeficit without atax increase, financia leadersaremost solidly (67%) of theopinion
that new taxesare necessary. Government leadersaremoredivided, but nonethel essamgjority (55%) teke
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the pro-tax position. Among corporateleadersandthegenerd public, however, neither position holdssway
-- 44% of corporateleadersand 45% of the public believetaxesare necessary; 46% of both groupsdo not.

Foreigninvestors, who have provided the much of the capital to finance America'seconomic
expansioninaperiod of largegovernment deficits, overwhelmingly sidewith U.S. financial leadersin
believing that spending cutsa onewill not solvetheproblem. Closetothree-quartersof the Dutch (73%)
and over 80% of the British, Canadian and Japaneseinvestorsinterviewed call for new taxesto cut Americas
deficit.

When questioned about variousoptionsfor deficit reduction most American opinionleadersand the
public aswell, select approachesthat combinetax increasesand spending reductions. However, most
Americansarere uctant to support abroad-based new tax that might be needed to raiseasignificant amount
of revenue. Withafew exceptions, like"sin" taxes, increas ng thetax burden of upper-income peopleand
anational lottery, it will take some convincing torally public support for any new tax or source of new
revenue, despite the widespread concern about the deficit.

I nforming peopl e about how much moremoney for deficit reduction might berai sed by abroad-
based tax -- such asanational salestax, anew gastax or asurtax on the personal incometax -- haslittle
effect on the public's willingness to support such atax.

Thisstudy, whichisbased onin-depth persona interviews, asowent far ininforming peopleabout
relativelevel sof government spending so that opinionsabout budget cutting could reflect the hard choices
that confront policymakerson thefederal budget. When presented with theactual levelsof spendingin
thirteen budget areas and ask to make a5 percent cut overall our respondents did surprising things:

* Whenthey saw how littleisactually spent oninternationa affairsandforeignaidthey still cut
it by 22 percent.

* When they saw how much was spent on Social Security and Medicare they still left it
essentially uncut -- -1%.

* Incutting defense by 9 percent, defense cutsaccounted for roughly half of the public'sbudget
reductions.

* Thepublic cutstwo other budget areasat above averagerates-- transportation (9 percent) and
federal pensions (8 percent).

* Thepublicwouldtakeafair sharefrom agriculture, theenvironment, and general science,
reducing them by roughly 5 percent.

* Financial aid to the needy and veterans benefits were cut by only 2 percent.
Oneof themoreremarkablefindingsof thesurvey isthat, overall, peoplewithalot of knowledge
about economic mattersdon't differ that much fromthelesswell-informed onwhat to do about the deficit.

Thisismainly becausetherearetwo groupsof peoplewith divergent opinionsabout thebudget issuewho
make up thelionsshare of knowledgeabl e people- Enterpriser Republicans, who arefiscally conservative
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and independent Seculars who lean to the Democratic party.

Both givethedeficit higher priority than other groups, but after that they mostly goin opposite
directions, with the Enterprisersbeing more optimistic about our ability to solvetheproblem. They fed a
tax increaseisnot necessary but would support amoderateone, if it weretheonly recourse. Secularsare
morepessmigtic, fed atax increaseisnecessary, haveamuch broader socia spending agendaandwould
support amajor tax increase.



Opinions About U.S. Economic Competitiveness

Oneyear ago, the Gephardt campai gn bought theissues of trade and economic nationalismto
prominence. For anumber of reasons, Richard Gephardt's candidacy |ost momentum, but it wasclear that
hewasonto something that struck arespons ve chord with the public, particularly inthefarmbelt and other
parts of the country where the economic recovery was slow to take effect.

Our survey finds, beneath the surface of general economic contentment, much uneaseabout theloss
of U.S. economic power toforeign competition. Peopleseeour ability to competeintheworld asdeclining
duringthe Reagan years. Despitethispublic discontent, just asprosperity lessensthe effectsof people's
worriesabout the deficit, the economic good timeskeep concerns about competitivenessfrom seriously
depressing thenational mood or transl ating into agreater outcry for protectionism. Moreover, to most
Americans, competitivenessdoesn't seemto beasintractableaproblem asthebudget deficit. Thereisa
sense we will make progress in the near future.

Theriseof Japanese economic power hascertainly registered with the public and thereispublic
resentment about Japan'strading practices. But thereisno evidencethat, asU.S.-Soviet relationshave
improved, peoplefed threatened by Japan'sriseto the same degreethey were concerned about the Soviet
military threet ten yearsago. Thesurvey findsAmericansregarding international terrorismasamoreserious
problem than the U.S. trade deficit. An unpublished Gallup Poll from December found a majority
considering Iranor Libyarather than the Soviet Unionastheprincipal internationd threat totheU.S. -- yet
only 8% of Americans cited Japan.

Asconsumers, peopledon't seemany more pronethan they werefiveyearsagoto hold "buy American'
attitudes. Overal 60% say they don't pay much attention towhether aproduct isAmerican made, and four-
in-five(83%) say they try to buy thebest product, regardlessof country of origin. Thepublicissubstantialy
morecritical of thequality of U.S. productsthanitsleadersare. Four-in-ten Americans(40%) ratethe
quality of its products as a U.S. weakness rel ative to the competition from Japan and Western Europe.

Whileconcerned about unfair trade practicesby other countries, the publicfindsmuchto criticizehere
at home. When askedto rate how much variousfactorscontributeto America'scompetitivenessproblems,
mgj oritiesseetoo muchfocuson short-term profitsby U.S. businessmen (61%) and an excessof corporate
takeovers(52%) asmajor factors, along with cheap foreign labor (61%) and thevalue of thedollar (52%).
Thepublic schoolsaredsoabigtarget for publiccriticism. Half (50%) seeour schoolsasaU.S. weakness.
Improving education and job training isseen askey toimproving productivity to hel p reversethe perceived
decline in competitiveness.

Thetwo groupswithinthe popul ationwho aremaost worried about the competitivenessproblem-- one
awhitecollar groupwithahighlevel of knowledge about economic mattersand the other abluecollar group
fedlingahighleve of personal financial pressure-- ook at thesituation from sharply different perspectives.
Whileboth sharean opinion that Americahaslost considerableground to the competitionand areworried
about the future, they have different ideas about the nature of the problem and how to solveit.

Both groups agree that our public schools don't measure up to the competition and that U.S.
bus nessmen aretoo short-sighted. But thebluecollar critics, the Disaffectedsin thetypol ogy, placemore
of theblameonthepower structure-- mismanagement in Washington and in corporate America, whilethe
whitecallar critics, the Seculars, find morefault withlabor asbeing poorly prepared and not sufficiently
motivated.

TheDisaffectedsare strong supportersof higher tariffsonimported goods. The Secularsarethebiggest
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believersinfreetradeandthegroupleast likely to say whether aproduct is American made much affects
their purchasingdecisions. Ironically, inthiscasethefreetradersare Democratic-oriented, whilethe
protectionists lean toward the GOP.

U.S. opinionleadersdon't sharethepublic'sview that the U.S. hasbecomeasecond-rateeconomic
power. Largemgjoritiesfedd Americaisstill theworld leader (72%) and most (64%) expect thingsto stay
that way intothenext century. Opinionleaders, likethepublic, seebasi ¢ scientific research and technical
and engineeringinnovationsasareasof U.S. strength. They aresignificantly lesslikdly tofind fault withthe
quality of American products. Seven-in-tenopinionleaders(72%), compared with six-in-ten membersof
the public (58%) rate the U.S. strong on production of quality goods.

Corporate, financia, and government | eeders agree with the public that short-term thinking onthe part
of businessmenisoneof theprimary reasonfor our competitivenessproblems. Andthey aremorelikely
than the publicto becritical of theschools-- two-thirdssee U.S. public education asaweakness. All tend
to givethehighest priority toimproving education and job training asthe best approach to achieving gains
in productivity.

Although opinion leaders share some common thinking about why the problem exists, in someways
opinionsrelaeto one'svantagepoint. Corporateleadersaremorecritical of government regulationand more
oftenfed thegovernment isuncooperativewith business. Financid leadersa sotendto citeover-regulation,
but arestill morelikely to seecurrency exchangeratesasamajor factor. Government officialsaremost
likely tocriticize U.S. businessfor poor management and to seeforeign employersashaving animportant
advantage in labor costs and better employee work attitudes.

Thereviewson U.S. competitivenessfromoverseasaremixed. Ironically, among thefour groups of
foreigninvestorssurveyed, the Japanesearemost likely to believethe U.S. isthe number oneeconomic
power andislikely to stay that way -- fewer than one-in-ten (8%) say they expect JapantoreplacetheU.S.
astheleading economic power over thenext decade. The Europeanshavevery different views. TheBritish
seeU.S. dominanceasalready challenged by Japan. The Dutch seeaunified Western Europeovertaking
Americaeconomicaly by theyear 2000. A mgority of CanadianinvestorsseetheU.S. at thetop, and likely
to holdthat position, but they arelesssolidintheir viewsthan U.S. opinionleaders. Four-in-ten Canadians
(41%) believe that Japan or the EEC will be the future world leader.

Foreigninvestorsand U.S. opinionleadersoverwhelmingly believethat thedollarsstatusasthe
internationa monetary standard will not beserioudy challenged over thefiveyears. Foreigninvestorswho
expect thedollar tofall against their currenciesover thenear term, however, aresubstantialy lesslikely to
believethat U.S. economic competitivenesswill improve. TheBritish and the Canadians, who seethevaue
of theU.S. dollar asrising or holding firm against their currencies, generaly seeastronger Americaahead.
The Japaneseand the Dutch, who aremost likely to seethedollar falling against their currencies, aredivided
in their opinions about whether America can make progress toward becoming more economically
competitive.

With theexception of the Japanese, foreigninvestors see Americasschoolsasaweakness. Onthe
other hand, all four groupsof investors seebasi ¢ science, technical innovation, and standard of living as
Americanstrengths. The Japaneseareespecialy complimentary about our capabilitiesinbasic scientific
research. But the Dutch and the Japanese are even morecritical thanthe U.S. public of thequality of
Americanproducts. Britishinvestorssharethisview, but not assolidly. Only the Canadianstendtoidentify
"madein USA" with quality products. Onthequality issue, theopinionsof foreigninvestorsaremost at
variance with the views of U.S. opinion |eaders.



Foreign investors see two major factors behind America's competitiveness problems -- short-
sghtednessonthepart of U.S. businessmen and thestrength of thedollar. Intheir adviceto Americaonhow
to best go about solving the problem, investorsfrom thevarious countrieshavedifferencesof opinion. A
mgjority of the Japanese (52%) agreewith the American public anditsleadersthat improving educationand
jobtrainingisthekey. A mgority of the British (54%) think moreeffort should be put towardinvestingin
new plantsand equi pment. The Dutch divideabout equally betweenthesetwo policy dternatives, whilethe
Canadiansaremorelikely than the othersto put the emphasi sonincreasing spending on research and
development.



KEY GRAPHS
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THE MOOD OF AMERICA

The State of the Nation

Americansaremore satisfied with theway thingsaregoing in the country thanthey wereayear ago,
but areless contented than they werefour yearsago when Ronal d Reagan wasbeginning hissecond term.

Thistrendisobserved for two separate measures- the percentagewho say they aresatisfied with the
way thingsaregoingintheU.S. today andintheratingsrespondentsgaveto thecurrent state of thenation
using the Cantril/Free ladder scale. The table below illustrates both trend lines.

LADDER RATINGS FOR U.S.*
(Weighted Averages)

Five Years Five Years
Ago From Now

—
53
<<

1989**
1987**
1985
1982
1981
1976
1974
1972
1971
1964
1959

*Average rating on 11-point scale
**Times Mirror
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Question 7:  Looking at theladder again, supposethetop representsthebest possiblesituation for
our country; thebottomthewor st possiblesituation. Pleasetell meonwhich step of the
ladder you think the United Statesis at the present time.

Question 8:  On which step would you say the U.S. was about five years ago?

Question 9:  Justasyour best guess, if thingsgo pretty much asyou now expect, wheredo you think the
U.S will be on the ladder, let us say, about five years from now?
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OUTLOOK TOWARD THE NATION

Satisfied Dissatisfied No Opinion Total

1989

January 45% 50 5 = 100%
1988

September/October 56% 40 4 = 100%

January 39% 55 6 = 100%
1987

August/September 45% 49 6 = 100%
1986

September 58% 38 4 = 100%

March 66% 30 4 = 100%
1985

November 51% 46 3 = 100%
1984

December 52% 40 8 = 100%

September 48% 45 7 = 100%

February 50% 46 4 = 100%
1983

August 35% 59 6 = 100%
1982

November 24% 72 4 = 100%

April 25% 71 4 = 100%
1981

December 27% 67 6 = 100%

June 33% 61 6 = 100%

January 17% 78 5 = 100%
1979

November 19% 77 4 = 100%

August 12% 84 4 = 100%

February 26% 69 5 = 100%

Question 2:  Ingeneral, areyou satisfied or dissatisfied withtheway thingsgoingintheU.S at this time?
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Oneimportant indication of the short run recovery of confidenceinthe state of thenationisthat
respondents|ook morefavorably onthe present than they ook upontheimmediatepast. Thiswasnot sotwo
yearsagowhen Iran-Contrawasstill sapping public confidenceinthenation'swell being. Atthat time, the
publicrated the past morehighly thanthe present. Asshowninthetablebe ow theaveragerating giventhe
nation today (5.7) issomewhat higher than theaveragerating giventhe past (5.6) for anet " experienced
progress' measure of +0.1, compared to -0.2 in 1987.

PERCEPTIONS ABOUT PROGRESS MADE IN THE NATION

Five Years Experienced

Ago Today Progress
1989* 5.6 5.7 +0.1
1987* 5.7 5.5 -0.2
1985 5.3 5.9 +0.6
1982 6.5 5.3 -1.2
1981 6.0 5.1 -0.9
1976 6.0 5.5 -0.5
1974 6.3 4.8 -1.5
1972 5.6 5.5 -0.1
1971 6.2 5.4 -0.8
1964 6.1 6.5 +0.4
1959 6.5 6.7 +0.2

* Times Mirror

Similarly, the publicismoreoptimistic about the country'sfuturethanit wasinmid-1987 but less
optimisticthanitwasin 1985. However, optimism about the state of the nation at that timewasat atwo
decadehigh point. In perspective, current ratingsof the nation'sfuture areamong the most optimistic
recorded over the past twenty years. Oneanomaly inthedataisthat public expectationsabout progressfor
thenation asBushtakesofficeishalf asgreat asit wasat thebeginning of Reagan'sfirst term, but that's
mostly areflection of thefact that in 1981 peoplewere much lesssatisfied with the current state of thenation
thanthey aretoday. Thetableonthefollowing page showsthelong termtrendintheabsol uteratingsfor
the nation's future as well as the "expected progress" indicator.
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PERCEPTIONS ABOUT FUTURE PROGRESS IN THE NATION

Five Years Expected

Today From Now Progress
1989* 5.7 6.3 +0.6
1987* 5.5 6.1 +0.6
1985 5.9 6.6 +0.7
1982 5.3 6.0 +0.7
1981 5.1 6.3 +1.2
1976 5.5 6.1 +0.6
1974 4.8 5.8 +1.0
1972 5.5 6.2 +0.7
1971 5.4 6.2 +0.8
1964 6.5 7.7 +1.2
1959 6.7 7.4 +0.7

* Times Mirror

Thelower level of optimism about thefuture and contentment with the current state of thenation
comparedtofour yearsago doesnot appear to bere ated specifically to the nation'seconomic problemsin
general, or to concern the budget deficit specifically. It ismore aresult of the combined effects of
| ndependentsnot expressing theextraordinary level sof enthusiasm that they voiced just after Reagan'sre-
electionvictory, added to the continued expressionsof concernfor socid problemsby Democratic-oriented
groups.

Infact, peoplewho are satisfied with the state of nation areactually morelikely to citethe budget
deficit (22%) asthe nation'sleading problem than thosewho aredisstisfied (17%) and thereisno correl ation
between giving thebudget deficit high national priority and expressing contentment with the state of the
nation. Satisfactionwiththestate of thenationismorecorrelated with concernsabout socia justiceissues
such as poverty, homelessness and the affording the cost of health care.
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RELATIONSHIP BETWEEN SATISFACTION WITH THE STATE OF THE NATION
AND VARIOUS SOCIAL AND ECONOMIC PROBLEMS

State Of Nation

General
Public Satisfied Dissatisfied

Country"s Most Important Problem

Federal budget deficit 19% 22% 17%
First, Or Second Most Serious
Problem
Federal budget deficit 60% 59% 61%
Poverty, hunger and homelessness 35% 29% 40%

Worry Most About:
Affording health care 45% 39% 50%

Total Respondents (2048) (907) (1027)

Inaddition, trend analysisshowsthat thelargest point fall soff in satisfactionwith the state of the
nation have occurred among I ndependents and among the young.

TREND IN SATISFACTION WITH THE NATION

Percent Satisfied With The Way Things Are
Going In The U.S.

November January
1985 1989 Difference

General Public 51% 45% -6
Sex

Male 53% 48% -5

Female 48% 41% -7
Age

Under 30 61% 51% -10

30-49 54% 46% -8

50+ 40% 38% -2
Party ID

Republican 66% 64% -2

Democrat 37% 32% -5

Independent 51% 41% -10
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Personal Life Ratings

Asisawaysthecase, survey respondentsare morecontent with their own livesthan withthe state
of thenation. Over thecourseof the eightiestherehasbeenrelatively littlevariationinthe degree of
satisfactionthat Americansexpresswith their personal lives. However, therehasbeen morevariationin
peopl €'sexpectationsabout thefuture. Inthisregard, the current survey showssomefall off inoptimism
from ratings in 1985 and 1987, but people rate their futures more highly today than they did in the
recessionary period of 1982.

PERSONAL LADDER RATINGS*
(Weighted Averages)

Five Years Five Years

Ago Today From Now
1989** 6.0 6.4 7.4
1987** 5.8 6.5 7.7
1985 5.8 6.4 7.6
1982 5.9 6.3 6.5
1981 6.0 6.4 7.3
1976 5.7 6.7 7.7
1975 5.5 6.1 6.7
1974 5.5 6.6 7.4
1972 5.5 6.4 7.6
1971 5.8 6.6 7.5
1964 6.0 6.9 7.9
1959 5.9 6.6 7.8

*Average rating on 11-point scale
**Times Mirror

Question 4. Hereisaladder representing the"ladder of life." Let'ssupposethetop of the ladder
representsthebest possiblelifefor you; andthebottom, thewor st possiblelifefor you. On
which step of the ladder do you feel you personally stand at the present time?

Question 5:  On which step would you say you stood five years ago?

Question 6: Justasyour best guess, onwhich step do you think youwill sandinthefuture, say about five
years from now?
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Thedight declinein optimismabout thefuture hasasomewhat unusual pattern. It isappreciably
higher among better educated people. However, asthetablebel ow shows, on balancethe collegeeducated
continueto bemore optimistic than thosewith lessformal education. Perhapsrelatedly, two of thethree
upper socio-economictypology groups, Secularsand SixtiesDemocrats, show afdl off inoptimism, while
the third, Enterprisers, remain as confident as ever about their futures.
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General Public

Education
College graduate
Other college
High school graduate
Less than high school

Age
Under 30
30-49
50+

Region
East

Midwest
South
West

Income
Under $15,000
$15,000-%$29,999
$30,000-%$49,999
$50,000+

Typology Groups
Enterprisers
Moralists
Upbeats
Disaffecteds
Bystanders
Followers
Seculars
60"s Democrats
New Dealers
God & Country Democrats
Partisan Poor

TREND IN PERSONAL OPTIMISM

Rated Personal Future Highly (8+)

1987
High (8+)

1989
High (8+)

Difference

61%

75%
70%
61%
45%

75%
67%
46%

60%
61%
60%
65%

45%
58%
71%
7%

79%
67%
74%
50%
60%
45%
66%
75%
52%
53%
45%
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56%

64%
68%
56%
40%

71%
61%
42%

56%
56%
54%
61%

41%
53%
64%
71%

78%
56%
68%
46%
53%
49%
56%
65%
54%
48%
42%

-5

-11

-5
-5



Economic Expectations

Overall Financial Outlook

A mgority of Americans(54%) continueto believethat they will bebetter off financidly ayear from
now and 28% expect that their financia fortuneswill not change. Just 15% expect thingsto beworsefor
themnext year. Thisisidentical totheleve of personal financial optimismobservedin May of 1988 and
higher than recorded ayear ago, when Americanshad yet to recover from shock of thestock market crash

of 1987.

1989
January

1988
May
January

Question 10:

PERSONAL FINANCIAL OUTLOOK FOR NEXT YEAR

Expect To Be:

Better Same Worse Don"t
off (VOL.) off Know Total
54% 28 15 3 = 100%
54% 31 10 5 = 100%
46% 30 18 6 = 100%

Now |ooking ahead -- do you expect that at thistimenext year youwill befinancially better
off than now, or worse off than now?
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Americansexpress|essconfidenceinthe nation'seconomic futurethan they dointheir own. Only
25% expect thingsto better for the country next year with most (49%) anticipating no change, and one-in-five
(22%) expecting things to get worse.

ECONOMIC EXPECTATIONS FOR THE COUNTRY

Expect Country To Be:

Don"t
Better Same Worse Know Total
1989
January 25% 49 22 4 = 100%
1988
May 24% 46 20 10 = 100%
January 22% 45 26 7 = 100%
1984
January/February 35% 49 13 3 = 100%
1982
June 50% 5 39 6 = 100%
1980
January 11% 37 47 5 = 100%
1979
October 14% 36 46 4 = 100%
July 10% 29 54 7 = 100%
April 9% 28 56 7 = 100%

Question11:  Ayear fromnow, do you expect that economic conditionsinthecountry asawholewill be
better than they are at present, or worse, or just about the same as now?
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Asexpected persond financia optimismissomewhat higher among moreaffluent people, but there
aremoredramatic differencesin economic expectationsby age. Thepercentageof optimistsisnearly three
timesashigh among peopleunder 30 asitisamong peopleover 50. Notethat economic expectationsare
somewhat less positive in the East than they are in other parts of the country.

PERSONAL FINANCIAL OUTLOOK FOR NEXT YEAR

Expect To Be:

Better Same Worse Don"t Total
Off (VOL.) Off Know Total Respondents
General Public 54% 28 15 3 = 100% (2048)
Annual Household
Income
Under $15,000 41% 33 20 6 = 100% (423)
$15,000-$29,999 52% 30 16 2 = 100% (740)
$30,000-%$49,999 61% 26 11 2 = 100% (556)
$50,000+ 67% 20 11 2 = 100% (311)
Age
Under 30 74% 14 10 2 = 100% (362)
30-49 66% 19 12 3 = 100% (800)
50+ 28% 47 21 4 = 100% (877)
Region
East 49% 31 16 4 = 100% (518)
Midwest 55% 28 15 2 = 100% (516)
South 56% 28 13 3 = 100% (655)
West 57% 23 16 4 = 100% (359)
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Whenwe comparethefinancial expectationsof peoplewho arewell-informed about economic
meattersto those of peoplewho arelesswell-informed wefindlittledifference. Thisismostly becausewell-
informed, Enterpriser Republicansshow the sameratesof optimismabout their futureaspoorly informed,
youthful Bystandersand Upbeats. In contrast, the other well-informed group, Secular, Independent
Democrats, have a much more pessimistic view of the future than their well-informed Enterpriser
counterparts.

PERSONAL FINANCIAL OUTLOOK FOR NEXT YEAR

Expect To Be:

Better Same Worse Don"t Total
Off (VOL.) Off Know Total Respondents
General Public 54% 28 15 3 = 100% (2048)
Knowledge Index
High 51% 30 17 2 = 100% (526)
Medium 56% 28 14 2 = 100% (964)
Low 54% 26 14 6 = 100% (558)
Typology Groups
Enterprisers 63% 28 8 1 = 100% (202)
Moralists 46% 37 15 2 = 100% (249)
Upbeats 75% 19 5 1 = 100% (236)
Disaffecteds 47% 28 23 2 = 100% (182)
Bystanders 66% 19 14 1 = 100% (160)
Followers 40% 36 17 7 = 100% (109)
Seculars 46% 36 17 1 = 100% (107)
60"s Democrats 55% 25 19 1 = 100% (190)
New Dealers 42% 38 18 2 = 100% (272)
God & Country Democrats 48% 22 17 13 = 100% (132)
Partisan Poor 56% 23 15 6 = 100% (209)
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Oneof themore puzzling aspectsof public opiniontoday isthat although the budget deficit has
become such an overriding public concern, it doesn't seemto have much an effect on theindicators of
national contentment or optimismabout thefuture. Analysisof the survey suggest that positiveeconomic
expectationsaremollifying the dampening effect that the budget deficit might be having onthenational
outlook. Thetablebe ow showsamong peoplewhothink that their financia situationwill beunchanged or
better next year seeing the budget deficit as seriousdoesnot lead toincreased level sof pessimism about the
future. But among thosewho expect adownturn, seeing the budget deficit asseriousleadstoincreased
pessimism.

Personal Financial Expectations

Worse Better/Same
Deficit Deficit
Not Deficit Not Deficit
Serious Serious Serious Serious
Future Personal State
Optimist 34% 23% 60% 57%
Pessimist 34 41 11 11
Neither 32 _36 29 32
100% 100% 100% 100%
Total Respondents (330) (220) (1993) (1233)
Optimist 42% 34% 52% 51%
Pessimist 27 39 17 18
Neither 31 27 31 31
100% 100% 100% 100%
Total Respondents (455) (342) (1808) (111)
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Views of Leadership

Overdl, American ditesarelessoptimistic about theeconomy thanthepublicat large. Fully athird
(36%0) of American opinion leadersexpect theU.S. economy toworsen over thenext year. Financia leaders
takeamuch glummer view of thenext year than other elites, with 50% saying that they expect adownturn
ineconomic conditions. Their pessimismisamost matched by theviewsof Japaneseinvestors(44%
anticipateafaloff). Incomparison, Britishand Dutchinvestorstakeageneraly positiveview of American

economic prospects, while Canadian investors forecast no change.

ECONOMIC EXPECTATIONS FOR THE U.S. NEXT YEAR

Expect To Be:
Don"t Total
Better Same \Worse Know Total Respondents

General Public 25% 49 22 4 = 100% (2048)
Opinion Leaders 17% 47 36 0 = 100% (153)

Business 16% 58 26 0 = 100% ( 50)

Financial 15% 35 50 0 = 100% ( 52)

Government 20% 49 31 0 = 100% ( 51D
Overseas Investors

Japanese 16% 40 44 0 = 100% ( 25)

British 42% 42 15 0 = 100% ( 26)

Dutch 50% 27 23 0 = 100% ( 26)

Canadian 11% 78 7 4 = 100% (27)

Question 11 - General Public Questionnaire
Question 1 - Opinion Leaders Questionnaire

Question 3 - Overseas Investors Questionnaire

Question wording:

Avyear fromnow, do you expect that economic conditionsinthe country asawholewill be

better than they are at present, or worse, or just about the same as now?
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Anticipated Economic Conditions

Thegenerdly optimistic expectationsthe public expressesabout itsown financia futureareundercut
by the proportion of Americanswho think that specific economic conditionswill worsenin1989. Large
mgj oritiesof the public expect that over thecourseof theyear inflation, interest ratesand taxeswill increase,
while athird believe that unemployment will grow.

Americanopinionleadersareequally troubled by inflation but aremoreoptimisticwithregard to
taxes- lessthanamgority anticipateanincrease. However, thefinancid leadersquestionedfor thissurvey
weremore pess mistic than other leaders about unempl oyment, with half expecting unemployment torise.

Most overseasinvestorsanticipate anincreaseintaxes, inflation andinterest rates. But amajority
of the Japanese foresee arise in unemployment in the U.S. over the next 12 months.
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OUTLOOK ON VARIOUS ISSUES

Outlook For Next Year

Increase Same Decrease DK Total
Unemployment
General Public 32% 43 20 5 = 100%
Opinion Leaders 37% 48 14 1 = 100%
Business 30% 52 16 2 = 100%
Financial 50% 42 8 0 = 100%
Government 29% 51 18 2 = 100%
Overseas Investors
Japanese 56% 40 4 0 = 100%
British 19% 42 38 0 = 100%
Dutch 31% 46 19 4 = 100%
Canadian 22% 70 7 0 = 100%
Inflation
General Public 64% 26 6 4 = 100%
Opinion Leaders 63% 28 9 0 = 100%
Business 66% 26 8 0 = 100%
Financial 71% 21 8 0 = 100%
Government 53% 35 12 0 = 100%
Overseas Investors
Japanese 68% 12 20 0 = 100%
British 46% 27 27 0 = 100%
Dutch 92% 8 0 0 = 100%
Canadian 56% 33 11 0 = 100%
Taxes
General Public 76% 19 3 2 = 100%
Opinion Leaders 47% 51 0 2 = 100%
Business 44% 54 0 2 = 100%
Financial 56% 44 0 0 = 100%
Government 41% 55 0 4 = 100%
Overseas Investors
Japanese 56% 36 8 0 = 100%
British 45% 50 4 0 = 100%
Dutch 50% 42 4 4 = 100%
Canadian 56% 44 0 0 = 100%
CONTINUED. ..
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OQutlook For Next Year

Increase Same Decrease DK Total
Interest Rates
General Public 67% 21 7 5 = 100%
Opinion Leaders 52% 18 29 1 = 100%
Business 40% 22 36 2 = 100%
Financial 46% 10 42 2 = 100%
Government 69% 22 10 0 = 100%
Overseas Investors
Japanese 52% 20 24 4 = 100%
British 54% 19 27 0 = 100%
Dutch 81% 15 4 0 = 100%
Canadian 56% 15 30 0 = 100%

Question 15 - General Public Questionnaire
Question 2 - Opinion Leaders Questionnaire
Question 4 - Overseas Investors Questionnaire

Question wording:

Next, I'd liketo ask you a few questionsabout what you think will happeninthenext year.
Firg, doyouthink (INSERT X'ED I TEM) will increase, decrease, or stay about thesame?
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American'sconcernsabout their own futuremirror their expectationsabout theoverall economy.
Few respondentsworry most that they might losetheir jobs(14%). Many moreworry about rising prices
or an increase in taxes.

WORRIES ABOUT THE FUTURE

Worry Most About: General Public
An increase in taxes 42%
An increase in prices 24
The loss of your job 14
An Increase in interest rates 11
None (VOLUNTEERED) 5
Don"t know _4
100%
Total Respondents (2048)

Question 12: Which one of the following worries you most about the future?

Older peopletendtoworry moreabout anincreasein taxesthan younger Americans, whileconcern
about interest ratesisgreater among themore pessimistic Secularsthanitisamong theother TimesMirror

Typology groups.
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General Public

Age
Under 30
30-49
50+

Typology Groups
Enterprisers
Moralists
Upbeats
Disaffecteds
Bystanders
Followers
Seculars
60"s Democrats
New Dealers
God & Country

Democrats
Partisan Poor

WORRIES ABOUT THE FUTURE

Worry Most About:

Loss OF Interest
Taxes Inflation Job Rates None DK
42% 24 14 11 5 4
38% 23 17 13 6 3
38% 23 19 14 3 3
49% 27 6 7 7 4
45% 19 9 17 9 1
54% 19 11 10 4 2
45% 22 15 13 4 1
45% 23 13 12 3 4
32% 27 20 5 8 8
28% 32 11 16 4 9
35% 20 14 22 8 1
36% 25 15 16 6 2
53% 25 7 7 6 2
49% 27 10 9 4 1
29% 32 22 6 4 7
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Total

Total
Respondents

100%

100%
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%

(2048)

(362)
(800)
(877)

(202)
(249)
(236)
(182)
(160)
(109)
(107)
(190)
(272)

(132)
(209)



PUBLIC PRIORITIES

The Most Important Problem Facing The Nation

When asked to vol unteer the nation'smost important problem respondents concentrated on just afew
issues, amost totheexclusion of all other specific problems. Drug abusewascited by 22% (upfrom 11%
in 1987) and the budget deficit by 19% (upfrom 11%in 1987). No other problemswerenamed by morethan
10%.

Mentionsof unemployment continueto decline (9% inthecurrent survey). However, fear of war and
international tensionsshowed thelargest decreasein public concern (downto 9%from 23%in 1987). As
shown in the table below fears about crime have also increased over the past two years.

MOST IMPORTANT PROBLEM
(Recent Trend)

January April January July

1989 1987 1987 1986
Drug abuse 22% 11% 10% 8%
Budget deficit 19 11 10 13
Homelessness 10 * * *
Fear of war, international
tensions 9 23 23 22
Unemployment 9 13 16 23
Crime 8 3 3 3
Economy (general) 4 10 8 7
Poverty, hunger 4 5 6 6
Dissatisfaction with government 3 5 5 2
High cost of living, taxes 2 5 6 4
Moral, religious decline 2 5 4 3
AIDS 2 3 1 1
Trade deficit 1 3 3 1
All others 26 18 20 18
No opinion _3 _4 _2 _3
124% 120% 117% 114%

NOTE: Totals add more than 100 percent due to multiple mentions.

Question 3: What do you think is the most important problem facing this country today?
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Perceptions Of Progress With Regard To National Problems

Crimeand drugstop thepublic'slist asproblemsonwhichwearelosing ground (64% and 69%,
respectively). About two-out-of-three Americansholdthat view. Nearly asmany believethat groundis
being lost with regard to the gap between rich and poor (58%). Mg oritiesalsofed that thebudget deficit
and international terrorism are problems that are worsening.

Thepubliconly seesprogresson national problemsinafew areas. Seventy-ninepercent fed weve
madegainsinreducing tensgonswiththe Soviet Union. Plurdities, but not mgorities, believewearemaking
progressrather thanlosing ground withregardtoilliteracy and energy problems. Thepublicisevenly
divided on whether progressis being made on AIDS.

For all other national problemsthe balance of opinionisthat wearelosing ground, eventhough
majorities do not express that opinion.
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PERCEPTIONS OF PROGRESS WITH REGARD TO NATIONAL PROBLEMS

No Better Making Losing Don"t
or No Worse Progress Ground Know Total

Drugs 12% 17 69 2 = 100%
Crime 19% 15 64 2 = 100%
The gap between rich and poor 30% 8 58 4 = 100%
International terrorism 24% 18 53 5 = 100%
Poverty, hunger and

homelessness in society 23% 22 53 2 = 100%
The stability of our

financial institutions 26% 15 52 7 = 100%
The budget deficit 27% 16 50 7 = 100%
Farm problems 30% 17 44 9 = 100%
The trade deficit 27% 19 43 11 = 100%
Third World debt 26% 7 43 24 = 100%
Environmental pollution 20% 32 42 6 = 100%
Our ability to provide Social

Security and medical insurance

for the elderly 29% 27 41 3 = 100%
AIDS 17% 38 40 5 = 100%
Maintaining our standard

of living 37% 29 32 2 = 100%
Illiteracy 20% 49 27 4 = 100%
Our ability to meet our

energy needs 36% 38 19 7 = 100%
Tensions between the U.S.

and the Soviet Union 14% 79 4 4 = 100%
Questions 30 & 32: I'mgoingtoreadyoualist of problems. For eachone, tell meifyouthink it isa

problemthat isno better or noworsethanit hasbeen, aproblemwhereprogress
is being made, or a problem where we are losing ground.
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Relative Seriousness Of Various Social Domestic Problems

Toget some senseof national prioritiesbeyond what was expressed in the opened ended most
important problem measure, respondentswere asked to namethe problem they saw asmost serious. First
they sdlected fromalist that wasdominated by socid domesticissuesandthenfromalist that wasdominated
by economic andinternational problems. Inthedomestic socia area, drugsareclearly seen asthemost
seriousproblem (30%) followed by poverty and homel essness (20%), A1DS (18%) and crime (12%). Note
that thereisonly arough correl ation between nationa prioritiesand public perceptionsof successor fallure
with regardto national problems. In particular, whilelargemgjoritiesfelt wearelosing groundinthegap
between rich and poor, relatively few cite this problem as most serious. Thisis aso the case for
environmental problems, but not nearly as dramatically.

MOST SERIOUS PROBLEM

Most Serious

Drugs 30%
Poverty, hunger and homelessness in society 20
AIDS 18
Crime 12
Environmental pollution 6

Our ability to provide Social Security

and medical insurance for the elderly 5
The gap between rich and poor 3
Maintaining our standard of living 2
I1literacy 2
Don"t know _2

100%
Total Respondents (2048)

Question31: Herésaligofall theproblemsl just readtoyou. Which oneof these problemswould you
say isthe most serious?
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Drugsarethedominant concern of al demographic and socid groups, but regarding thisissueasthe
most serioussocia domestic oneismore preval ent among blacks, ol der peopleand residentsof the South.
AIDSisgiven moreemphasishy theyoungest respondentsand poorer peoplearemoreapt tofed that crime
isthe most serious problem.

TheTimesMirror typology, whichisbased on respondentspolitical valuesgivessomeclarity to
publicprioritiesinthesocid domesticarea. Drugsaregiventhehighest priority by thetwo core Republican
groups, Enterprisersand Moralists, aswell asamong thetwo Democratic groupsthat showed the highest
ratesof defectionto Bushin 1988, God and Country Democratsand New Dedlers. SixtiesDemocratsand
Secularsaretheonly groupsthat feel in any numbersthat environmental problemsarethe most serious.
They dongwith the Partisan Poor, al so tend to see poverty, hunger and homel essnessas seriousproblems
toagrester degreethan do others, especialy Republicangroups. Crimeisof greater concernto Upbests, and
Bystanders are more likely to think that AIDS is the most serious domestic problem.
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General Public

Age
Under 30
30-49
50+

Region
East
Midwest
South
West

Income
Under $15,000
$15,000-%$29,999
$30,000-%$49,999
$50,000+

Typology Groups
Enterprisers
Moralists
Upbeats
Disaffecteds
Bystanders
Followers
Seculars
60"s Democrats
New Dealers
God & Country

Democrats
Partisan Poor

MOST SERIOUS PROBLEM

Our Ability to

Poverty, Provide Social The Gap

Hunger, Environ-  Security And Between

And Home- mental Medical Insurance The Rich

Drugs lessness AIDS Crime Pollution For The Elderly And Poor

30% 20 18 12 6 5 3
22% 24 28 11 7 2 1
31% 20 16 11 7 5 4
36% 17 13 15 4 6 4
29% 20 19 10 6 5 4
30% 20 20 9 6 5 4
34% 19 16 17 3 3 2
28% 20 16 11 8 6 4
24% 21 19 16 4 6 3
33% 19 19 12 5 4 2
30% 19 16 12 8 5 4
33% 21 15 9 7 5 5
38% 14 11 10 11 7 1
40% 15 19 11 5 4 1
26% 19 19 18 5 4 2
26% 18 20 12 5 7 5
34% 13 26 13 6 3 1
31% 23 20 9 2 6 1
13% 29 8 12 14 1 12
21% 29 17 7 14 3 4
37% 16 18 12 2 6 5
35% 20 16 18 * 3 6
26% 28 15 13 3 5 1
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Relative Seriousness Economic And International Problems

When asked tojudgetherdative seriousness of eight problemsthe budget deficit wascited nearly twice
asoften asany of the other problems considered. Concern about thisissue predominates among all
demographicand socia groups, but it iseven more extensiveamong those who the better educated and
among those who are better informed about economic affairs.

MOST SERIOUS PROBLEM

General
Public College Graduates Best Informed
The budget deficit 39% 52% 55%
International terrorism 17 10 8
Tensions between the
U.S. and the Soviet
Union 10 8 4
The stability of our
financial institutions 9 8 11
Farm problems 8 5 6
The trade deficit 7 7 9
Our ability to meet
our energy needs 4 6 3
Third World debt 3 2 4
Don"t know _3 _2 _*
100% 100% 100%
Total Respondents (2048) (425) (558)

Question 33:  Herésalistof problems| just read toyou. Which oneof these problemswouldyousay is
the most serious?
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Views of Leadership

Thereislittlesupport among American opinion leadersor overseesinvestiorsfor theheretical view that
thebudget deficitisnot avery seriousproblem. However, comparedtothegeneral public, elites, especialy
oversessinvestors, fed thetradedeficitisaseriousproblemfor theU.S. Among Japaneseinvestorsconcern
about thetrade deficit and Third World debt ran higher than concern about the budget deficit. Investorsfrom
other countriesand American opinion|eadersdid not show asmuch worry about theeffect of Third World
debt on the American economy, as did the Japanese.

Theamount of foreigninvestment inthe U.S. wasnot amajor concernto American opinion|leaders,
nor to overseasinvestorsthemsalves. But thestability of our financia ingtitutionswasaseriousconcernto
most of the elitesweinterviewed. Overseasinvestors placed lessemphasison the problem than did
American opinion leaders.

SERIOUSNESS OF PROBLEM

Level Of Seriousness:*
High Moderate Low DK Total

The Federal Budget Deficit

Opinion Leaders 69% 25 6 0 = 100%
Business 64% 26 10 0 = 100%
Financial 69% 25 6 0 = 100%
Government 71% 26 4 0 = 100%

Overseas Investors
Japanese 68% 32 0 0 = 100%
British 85% 16 0 0 = 100%
Dutch 58% 43 0 0 = 100%
Canadian 74% 26 0 0 = 100%

The Trade Deficit

Opinion Leaders 52% 38 10 0 = 100%
Business 48% 44 8 0 = 100%
Financial 48% 44 8 0 = 100%
Government 60% 26 14 0 = 100%

Overseas Investors
Japanese 80% 20 0 0 = 100%
British 80% 16 4 0 = 100%
Dutch 73% 23 4 0 = 100%
Canadian 59% 37 4 0 = 100%

*High: Rated "5" or "6"

Moderate: Rated "3" or "4"
Low: Rated "1" or "2" CONTINUED. ..
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The Stability Of Our
Financial Institutions
Opinion Leaders

Business

Financial

Government
Overseas Investors

Japanese

British

Dutch

Canadian

International Terrorism

Level Of Seriousness:

Opinion Leaders
Business
Financial
Government

Overseas Investors
Japanese
British
Dutch
Canadian

Environmental Pollution

Opinion Leaders
Business
Financial
Government

Overseas Investors
Japanese
British
Dutch
Canadian

Third World Debt
Opinion Leaders
Business
Financial
Government
Overseas Investors
Japanese
British
Dutch
Canadian

High Moderate
39% 50
30% 58
42% 45
46% 47
28% 52
16% 69
16% 62
18% 67
34% 50
30% 50
30% 46
39% 55
32% 40

4% 46
4% 50
23% 37
33% 55
20% 60
33% 58
47% 47
8% 56
8% 61
31% 57
41% 48
28% 60
22% 64
23% 58
40% 58
76% 24
20% 70
39% 58
52% 41

38

Low

11
12
14

8

20
16
23
15

16
20
23

20
50
47
40

12
20
10

20
31
12
11

DK Total

100%
100%
100%
100%

O OO o

100%
100%
100%
100%

O O oo

100%
100%
100%
100%

O O oo

100%
100%
100%
100%

O O O o

100%
100%
100%
100%

O OO o

100%
100%
100%
100%

OO oo

100%
100%
100%
100%

O O oo

100%
100%
100%
100%

O OO o

CONTINUED. . .



Level Of Seriousness:
High Moderate Low DK Total

Our Ability To Meet Our
Energy Needs

Opinion Leaders 19% 49 32 0 = 100%
Business 12% 48 40 0 = 100%
Financial 17% 50 33 0 = 100%
Government 28% 49 24 0 = 100%

Overseas Investors
Japanese 4% 48 40 8 = 100%
British 8% 39 53 0 = 100%
Dutch 8% 31 62 0 = 100%
Canadian 8% 59 33 0 = 100%

The Amount Of Foreign Investment

In U.S. Businesses And Real Estate

Opinion Leaders 12% 37 51 0 = 100%
Business 16% 36 48 0 = 100%
Financial 4% 37 60 0 = 100%
Government 16% 40 45 0 = 100%

Overseas Investors
Japanese 12% 52 36 0 = 100%
British 8% 27 66 0 = 100%
Dutch 8% 31 61 0 = 100%
Canadian 4% 33 63 0 = 100%

Farm Problems

Opinion Leaders % 56 34 1 = 100%
Business 8% 56 34 2 = 100%
Financial 4% 54 42 0 = 100%
Government 16% 58 26 0 = 100%

Overseas Investors
Japanese 40% 40 12 8 = 100%
British 8% 69 19 4 = 100%
Dutch 39% 46 15 0 = 100%
Canadian 11% 67 14 7 = 100%

Tensions Between The U.S.

And The Soviet Union

Opinion Leaders 4% 42 54 0 = 100%
Business 2% 36 62 0 = 100%
Financial 6% 37 57 0 = 100%
Government 4% 53 43 0 = 100%

Overseas Investors
Japanese 0% 32 68 0 = 100%
British 12% 16 73 0 = 100%
Dutch 0% 23 77 0 = 100%
Canadian 0% 45 55 0 = 100%

Question 4 - Opinion Leaders Questionnaire; Question 6 - Overseas Investors Questionnaire
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Opinions About Investment in the U.S.

Onemeasureof confidenceinthe Americaneconomy iswillingnesstoinvestinit. By that standard
oversessinvestorsexpresscontinued confidence. Thevast mgority of overseasinvestorsenvisonincreasing
theirinvestmentsintheU.S. over thenext fiveyears. The Dutch and British executivesinterviewed were
morelikely than the Japanese or Canadiansto foreseemgor increasesininvestment. The Japanesereported
investment intentionsfor Koreaand the Pacific rim countriesat about the samelevel astheir American
investmentsintentions, and the Dutch and Britishforesee European investment increasescomparabl eto
increasesin U.S. investment.

PLANS FOR INVESTMENTS IN VARIOUS COUNTRIES AND REGIONS

(VOLUNTEERED)
Increase Stay No Investments
A Great Increase About Or No Plans For
Deal Somewhat Decrease The Same Investments DK Total
The United States
Japanese 32% 56 0 4 4 4 = 100%
British 50% 31 0 19 0 0 = 100%
Dutch 46% 23 0 23 0 8 = 100%
Canadian 37% 41 0 18 0 4 = 100%
The European Common
Market Countries
Japanese 20% 65 4 4 0 8 = 100%
British 31% 58 0 8 4 0 = 100%
Dutch 62% 23 0 12 0 4 = 100%
Canadian 4% 26 0 33 30 7 = 100%
Canada
Japanese 4% 36 0 24 24 12 = 100%
British 4% 23 0 50 19 4 = 100%
Dutch 8% 23 0 12 54 4 = 100%
Mexico
Japanese 0% 12 8 16 56 8 = 100%
British 4% 0 4 27 65 0 = 100%
Dutch 0% 4 0 15 77 4 = 100%
Canadian 0% 0 0 33 56 11 = 100%
CONTINUED. ..
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(VOLUNTEERED)

Increase Stay No Investments
A Great Increase About Or No Plans For
Deal Somewhat Decrease The Same Investments DK Total
Japan
British 12% 35 0 4 50 0 = 100%
Dutch 15% 15 0 8 50 12 = 100%
Canadian 0% 11 0 30 48 11 = 100%
South Korea And The
Pacific Rim Countries
Japanese 28% 56 0 0 8 8 = 100%
British 15% 35 0 15 35 0 = 100%
Dutch 23% 27 0 27 15 8 = 100%
Canadian 4% 11 4 26 44 11 = 100%
Soviet Union And The
Eastern Bloc
Japanese 0% 16 0 12 52 20 = 100%
British 0% 15 0 23 62 0 = 100%
Dutch 0% 8 0 4 85 4 = 100%
Canadian 0% 4 0 22 63 11 = 100%

Question 1: For eachof thefollowing countriesand regions, tell meif you expect your companies investments there
toincreaseagreat deal, increase somewhat, decrease, or stay about thesameover thenext fiveyears?

Tooverseasinvestors, political stability, sizeof market and ease of doing businessintheU.S. arethe
most important advantagesto American investment. All threewere cited about equally often ashig
advantagestoinvesting here. The Japanesewere somewhat morelikely thanthe othersto see American
political stability asabigadvantageand the British weremore apt to bedrawntothe U.S. becauseof its
market Sze. Thequdlity of the Americanwork forcewas seen asan advantage by overseasinvestorsbut not
abigone. Amonginvestorswho said that wage scalewasacons deration, most felt the Americanwagelevel
was an advantage, not a disadvantage.
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FACTORS CONSIDERED WHEN INVESTING IN THE U.S.

(voL.)
Not A
Big Dis- Consider-
Advantage Advantage advantage ation DK Total

Political Stability

Japanese 56% 36 0 8 0 = 100%

British 35% 62 0 4 0 = 100%

Dutch 38% 54 0 8 0 = 100%

Canadian 37% 44 0 19 0 = 100%
Ease Of Doing Business There

Japanese 44% 40 0 12 4 = 100%

British 46% 50 0 4 0 = 100%

Dutch 31% 58 0 8 4 = 100%

Canadian 37% 44 0 19 0 = 100%
Quality Of The Work Force

Japanese 4% 56 8 20 12 = 100%

British 15% 69 0 15 0 = 100%

Dutch 15% 50 0 31 4 = 100%

Canadian 19% 44 0 37 0 = 100%
The Wage Scale

Japanese 4% 36 12 28 20 = 100%

British 12% 27 27 31 4 = 100%

Dutch 0% 15 19 62 4 = 100%

Canadian 11% 33 7 44 4 = 100%
The Buying Power OFf The
Market

Japanese 44% 32 4 12 8 = 100%

British 54% 31 0 15 0 = 100%

Dutch 12% 62 4 23 0 = 100%

Canadian 44% 33 0 19 4 = 100%

Question 2: IncongderinginvestmentintheU.S, tell meif each of thefollowing factor sisabig advantage, an
advantage, or a disadvantage to your company as an investor.
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THE FEDERAL BUDGET DEFICIT

Perceptions About The Seriousness Of The Problem

Today, public concern about thefederal budget deficitisashigh asit hasbeen sincethedeficit climbed
torecordlevelsearlierinthedecade. Four yearsago, whenthesizeof theannual deficit was$200billion
andrising, 16% cited thedeficit asthe nation'stop problem. 1n 1989, even though the government reports
afigurecloser to$150billion, asmany, if not more(19%), citethedeficit. Thedeficitisrivaled only by
drugs as a specific national problem that is at the top of people's minds.

Thedeficit hasemerged asthe public's chief economic concern asother problems, thelatest being
unemployment, havereceded inimportance. Eventhoughtheeconomicrecovery had brought theactual
unemployment rate down, 24% cited unempl oyment asthetop problemin October 1985. Lessthantwo
yearsago, unemployment wastill cited asoften asthedeficit (13%vs. 11%in April 1987). Today, specific
mentionsof unemployment havedeclined to 9%, putting it on par withanew concernthat hasemergedin
the 1980's-- home essness (10%). Concernabout inflation, thekey economic problemof the1970's, remains
low. Only two percent citedinflation asthetop problemin our survey eventhough two-thirds (64%) expect
somerisein inflation over the next year.

MOST IMPORTANT PROBLEM
(Recent Trend)

January April January July October
1989 1987 1987 1986 1985
Budget Deficit 19% 11% 10% 13% 16%
Unemployment 9 13 16 23 24
Poverty, hunger 4 5 6 6 3
High cost of living, 2 5 6 4 7

taxes, inflation
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Whilemost peoplefed theeffectsof highinflationand high unemployment directly intheir persona
lives, theill effectsof largebudget deficitsarelessclear-cut. Infact, astrong argument can bemadethat
largegovernment deficits, inisolation, are neither bad nor good. Japan hasrelatively large government
deficits. Perhapsbecausetheir effectsarelessobvious, concern about thedeficit hasalwaysrun higher
among the better educated segmentsof the population. Thecurrent survey findsone-third (34%o) of college
graduates, compared to one-tenth (9%) of thosewithout the benefit of ahigh school education, namingthe
deficit as the top problem.

Wil-educated peoplewho areat oddspolitically and ideol ogicaly shareahighlevel of concern about
thedeficit. Boththefiscally conservative, pro-business Enterprisersand the Seculars, asocidly libera group
who are suspicious of business, place the deficit at the top of their list of concerns for the nation.

U.S. opinionleaderssharethe public'sview that -- rel ativeto thingslikethetrade deficit, tensions
between the superpowers, the stability of our financid ingtitutions, andinternationd terrorism-- thefedera
budget deficit isthemost serious problem the country now faces. Seven-in-ten opinionleaders(69%) from
government, finance, and the corporate sector ratethe deficit in oneof thetop two positionson asix-point
scalemeasuring seriousness. Thisissignificantly greater thanthe52% figurefor thetradedeficit, second
onopinionleaders list of seriousconcerns. Sixty percent of thepublicrated thedeficit first or secondin
seriousnesswhen evaluating alist of seven economicandforeignpolicy problemareas. International
terrorism, rated next most serious by the public, scored much lower in seriousness (34%).

Foreigninvestorsal so expressconsiderable concern about thedeficit. Solid majoritiesof foreign
investorsinthefour countriessurveyed ratethedeficit in one of thetop positionson asix-point scale
measuring seriousness. Only the Canadians, however, tend to seethebudget deficit asAmericassinglemost
seriouseconomic problem. Britishand Dutchinvestors, areasconcerned, if not moreso, about theU.S. trade
deficit. TheJapaneseseethetradedeficit and Third World debt aseconomic problemssimilar in seriousness
to the budget deficit.
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The Nature Of The Problem: Why People Think Deficits Are Bad

For six years, Americahasenjoyed good economictimes, even surviving astock market crashwhile
experiencing largegovernment deficits. Despiterecent economic history, thepublicisnotinclinedtoward
theview that big deficitsarenot sobad after all. Not much public support isfoundfor theheretical view that
the deficit doesn't matter or that it is actually a good thing because it helps stimulate the economy.

Themora argument against big deficits-- that itisunfair tofuture generationsto spend so muchmore
thanwearewillingto pay for oursel ves-- takespriority over concern about potentia short-termeconomic
and political consequencesasreasonswhy Americansdisapproveof thedeficit. Amongthegenerd public,
46% say they aremost worried that today'sdeficitswill hurt thefuture standard of living; 23% aremore
worried about potentia inflationary pressuresfromlargedeficits, 15% aremoreworried that large deficits
will makeour country too dependent onforeigners. U.S. government and corporateleadersagreewiththe
publicthat theworst thing about the deficit isitseffect on thenext generation. Financia leaders, who have
asomewhat different perspectiveon things, rate short-term concern about inflation on par withlong-term
concern for the future.

BIGGEST CONCERN ABOUT THE SIZE OF THE FEDERAL BUDGET DEFICIT

General Opinion Leaders
Concern Public Total Business Financial Government
Hurts the U.S. standard of
living for next generation 46% 44% 46% 31% 57%
Leads to inflation 23 26 28 36 12
Increases our dependence on
foreign countries 15 17 12 21 17
All, about equally (VOL.) 10 11 12 10 12
None/Don"t know _ 6 _2 _2 _2 _2
100% 100% 100% 100% 100%
Total Respondents (2048) (153) (50) (52) (51)

Question 64 - General Public Questionnaire
Question 19 - Opinion Leaders Questionnaire

Question wording:

Which, if any of these, concerns you most about the size of the federal budget deficit?
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Thepublic, opinionleaders, and foreigninvestorsuniformly taketheview that short-term economic
benefitsdo not justify passing dong apotentialy heavy financia burdento our childrenand grandchildren --
violating anunwritten socid contract. Eight-in-ten opinionleaders(82%) and membersof thebroader public
(78%) regard the deficit asbad despiteany stimulative effect it may have ontheeconomy. Equally high
proportions of foreign investors in the U.K., the Netherlands, and Canada share this sentiment.

Interestingly, the Japaneseareleast likely to say deficitsareinherently bad. A largeproportion (36%o)
of Japaneseinvestorsin Americarefuseto takeaposition onthisissue, probably reflecting their own
country'sexperience. Relativeto GNP, Japan'sgovernment deficitscompareinsizeto Americas. But
Japan'shigh growth rate, high persond savingsrateand largetrade surplusesmay makerunning largedeficits
lessrisky.

The moral argument against the deficit has currency among all groupsthat make up the Times
Mirror/Gallup political typology. Itisthe Seculars, however, who are both well-informed andfairly
pessimistic about thefuture of theeconomy, who most solidly seethedeficit asathreat to thewe |-being of
futuregeneraions. Attheother extreme, threegroupsratelowest inthistypeof concern -- the Upbegts, who
areyounger and lesslikely to havechildren; the Parti san Poor, whose economic situation may forcethem
tofocusontheneedsof the present; and the Followers, apolitically marginal groupthat isbothrelatively
young and relatively poor.
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ATTITUDES TOWARD GOVERNMENT DEFICITS

Government Deficits
Not A Bad Thing A Bad Thing Neither/DK Total

General Public 10% 78 12 = 100%
Opinion Leaders 11% 82 7 = 100%
Overseas Investors
Japanese 4% 60 36 = 100%
British 0% 81 19 = 100%
Dutch 4% 92 4 = 100%
Canadian 15% 78 8 = 100%
Typology Groups
Enterprisers 12% 79 9 = 100%
Moralists 8% 86 6 = 100%
Upbeats 16% 72 12 = 100%
Disaffecteds 5% 83 12 = 100%
Bystanders 17% 63 20 = 100%
Followers 9% 57 34 = 100%
Seculars 6% 87 7 = 100%
60"s Democrats 5% 89 6 = 100%
New Dealers 6% 84 10 = 100%
God & Country Democrats 17% 75 8 = 100%
Partisan Poor 9% 76 15 = 100%

Question 65 - General Public Questionnaire
Question 20 - Opinion Leaders Questionnaire
Question 20 - Overseas Investors Questionnaire

Question wording:
Some people say that gover nment deficitsarenot a bad thing because the extra spending by the
gover nment keepspeopleemployed and businessesproducing. Otherssay that deficitsareabadthing
becauseitiswrongtolivebeyond our meansand threaten our future. How about you, do you think
that government deficits are not a bad thing or a bad thing?
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Public Perceptions Of Recent Success In Reducing The Deficit

Four yearsago, former Reagan budget director David Stockman predicted 200 billion dollar deficits
"asfar astheeyecansee." Sincethat time, after thechangesinthetax system, Gramm-Rudman, anda
dowdowninthegrowth of defense spending, government figuresnow show the deficit at about $150 billion,
withadlight downwardtrend. If thishasbeenreal progress, it certainly hasn't registered much withthe
public. Only 16% of Americanscharacterizethedeficit asaproblem onwhichwearemaking progress,
while fully half (50%) feel we are losing ground.

When asked amore poi nted question about therecent past, fewer than one-in-five Americans(15%)
believeswe have made significant progressinreducing thedeficitinthelast fiveyears. Whileopinion
leadersand foreigninvestorswerenot asked specifically about whether progresshasbeen madein cutting
thedeficit, their opinionsabout its seriousness suggest they too seeit asaproblemthat still needsto be
reckoned with, rather than as something already on the way to being solved.

Thesurvey providesfurther evidencethat the publicisnot awareof any recent progressinreducingthe
deficit. Whenasked to placeadollar figureonthesizeof thedeficit, most peopleoverestimateitssize.
Fewer than one-in-five Americanssurveyed (18%) correctly identified the current deficit asamounting to
between $100to $200hillion. Closeto half estimated ahigher figure, including three-in-ten (28%) who
thought it amounted to over $300 billion.

Opinionsabout recent progresson the deficit-reduction front differ along party lines. Amongthe
political typology groups, three Democrati c-oriented clusters-- the Secul ars, SixtiesDemocrats, and New
Deders-- areamong thefour groupsmost likely tofed wearelosing ground in solving the deficit problem.
Thefourth group rating most pessimistic about progresson the deficit isthe Disaffecteds-- an Independent,
lean Republican group whose support for George Bush proved to be one of thekeysto hisvictory over
Michael Dukakis. Interestingly, al groups, including the Upbeatsand core GOP Enterprisersand Mordists
arevery solidinrg ecting theassertion that significant progresshasbeen madein cutting the deficit over the
past five years.

48



PROGRESS ON THE FEDERAL BUDGET DEFICIT OVER THE LAST FIVE YEARS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part

Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor
Progress On The
Federal Deficit

Yes 15% 17% 18% 22% 10% 17% 23% 9% 5% 13% 22% 13%
No 7w 79 75 72 87 67 53 89 87 82 67 77
Don"t know 8 4 7 6 3 16 24 2 8 5 11 10

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question25:  Over thelast fiveyearsor so, do you think wehave made significant progressinreducing the
federal budget deficit, or not?

Preferences For Reducing Deficit: New Taxes And Other Revenue Sources

Whileboth the publicand opinionleadersagreethat the deficit must bereduced, thereislessof a
consensusabout how to go about achieving that objective. Onthefundamental question of whetheritis
possibletosignificantly cut thedeficit without atax increase, financia leadersaremost solidly (67%) of the
opinionthat new taxesarenecessary. Government leadersaremoredivided, but nonethelessamajority
(55%) takethepro-tax position. Among corporateleadersandthegenerd public, however, neither position
holdssway -- 44% of corporateleadersand 45% of the public believetaxesare necessary; 46% of both
groups disagree.

Foreigninvestors, who have provided much of thecapitd tofinance Americaseconomic expanson
inaperiod of largegovernment deficits, overwhelmingly sidewith U.S. financia leadersin believing that
spending cutsa onewill not solvetheproblem. Closetothree-quartersof the Dutch (73%) and over 80%
of the British, Canadian and Japanese investors interviewed call for new taxes to cut America's deficit.
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ARE TAXES NECESSARY TO REDUCE THE FEDERAL BUDGET DEFICIT?

Able To Reduce The Federal Budget Deficit By:
Holding Down

Government Also Have Neither/
Spending Without To Increase Don"t Total
Increasing Taxes Taxes Know Total Respondents
General Public 46% 45 9 = 100% (2048)
Opinion Leaders 37% 56 7 = 100% (153)
Business 46% 44 10 = 100% ( 50)
Financial 25% 67 8 = 100% ( 52)
Government 41% 55 4 = 100% ( 51D
Overseas Investors
Japanese 16% 84 4 = 100% ( 25)
British 19% 81 0 = 100% ( 26)
Dutch 23% 73 4 = 100% ( 26)
Canadian 7% 89 4 = 100% (27)

Question 66 - General Public Questionnaire
Question 21 - Opinion Leaders Questionnaire, Overseas Investors Questionnaire

Question wording:
Some peopl e say that wewill beableto significantly reducethefederal budget deficit by holding down
government spendingwithout also having toincreasetaxes. Otherssay that wewill also havetoincreasetaxes
in order to significantly reduce the deficit. Which view comes closer to your own?

When asked to consider three policy optionsfor deficit reduction, themajority of U.S. opinion
leaders-- including corporate executives-- prefer an option that includesatax increase. A plurdity of the
public, but not amajority (49%), opt for adeficit-reduction packagethat woul d rai setaxesto someextent.
Among both opinionleadersand thepublic, preferencesare plit between apackagethat includesamoderate
tax increaseand onethat includesamore substantia increaseto providefor spendingincreasesinareaslike
education, health careand theenvironment. Government |leadersleantowardthelarger tax increase, while
business and financial leaders mostly prefer the more moderate one.
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PREFERRED WAY TO REDUCE THE FEDERAL BUDGET DEFICIT

Opinion Leaders
Options: General Public Total Business Financial Government
No tax increase, and
hold all growth in
spending to the rate 42% 33% 32% 35% 31%
of inflation

A moderate tax increase
and cuts in some
governments subsidy
programs, such as
Amtrak rail subsidies
and farm programs 24 31 32 35 28

A larger tax increase,
some spending cuts in
certain areas but
increased spending in
programs designed to
improve education,
health care, and the

environment 25 30 24 27 39
Don"t know _9 _ 6 12 _ 4 _2
100% 100% 100% 100% 100%

Total Respondents (2048) (153) (50) (52) (51)

Question 67 - General Public Questionnaire
Question 22 - Opinion Leaders Questionnaire

Question wording:
In your opinion, which of the following would you prefer as a way for reducing the federal budget deficit?
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Withtheexception of thepoalitically margina Followers, al of the Democratic-oriented typol ogy
groupstendto support adeficit-reduction policy that providesfor atax increase. Thetwoideologically
liberal clusters-- the Secularsand the SixtiesDemocrats-- aresolidly of theopinionthat major progresson
thedeficit requiresnew taxes. Thefinancially-pressured Partisan Poor aretheonly Democratic group that
leanstoward the positionthat the deficit can be significantly reduced without increasing taxes. Evenso,
when giventhethreepolicy options, the Partisan Poor aremorelikely to select apackagethat includesatax
increase over one that does not.

Thereisasplitintheranksof the Republican Party over thetax issue. Threeof thefour GOP-
oriented groupslean toward theview that new taxesarenot necessary. But they may cometothisposition
for different reasons. The M oralistsand Disaffecteds share the opinion that the government wasteshalf of
every tax dollar that it collects, and only aminority of each group areawarethat Americantaxpayerspay a
smaller proportion of their incomeintaxesthan taxpayersin Western Europedo. By, contrast, thepro-
busi nessEnterprisershavelessextreme viewson government wasteand aregenerally awarethat theaverage
citizen'stax burden hereisréatively low by world standards. For the Enterprisers, keeping taxesdown
probably reflectsafreeenterpriseideology that congstently favorslow taxesand private sector solutionsover
government initiatives.

Upbeats, ayoung group critical to the Republican Party'sfuture, aresignificantly lessresstant tonew
taxesthan the other more anti-government Republican groups. First of al, they aredivided ontheissueof
whether the deficit can becut by spending cutsalone. Asapolicy option, they moreoftenfavor somesort
of tax increase (54%) over notax increaseat all (40%). Mostimportantly, they aretwiceaslikely asthe
other Republican groupstofavor asubstantial tax increaseto provide money for new programs(31%vs.
14%). Beingtheyoungest political typology group, Upbeatsseemto respond totheideaof investingfor the
future.
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PREFERRED WAY FOR REDUCING THE FEDERAL BUDGET DEFICIT, BY TYPOLOGY
GROUP

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Preference

No tax increase, and 42% 49% 48% 40% 50% 48% 38% 34% 35% 36% 32% 40%
hold all growth in
spending to the rate
of inflation

A moderate tax 24 33 31 23 25 15 24 11 19 30 31 20 increase
and cuts

in some government

subsidy programs,

such as amtrak rail

subsidies and farm

programs

A larger tax increase 25 14 15 31 14 23 14 51 41 25 27 29
some spending cuts
in certain areas,
but increased spending
in education, health
care, and the
environment

Don"t know 9 4 6 6 11 14 24 4 5 9 10 11

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Whileaplurality of Americanssupport, many perhapsgrudgingly, adeficit-reduction plan that
allowsfor atax increase, most Americansarerel uctant to submit to abroad-based new tax that might be
needed toraiseasignificant amount of revenue. Withafew exceptions, like"sn" taxes, increasing thetax
burden of upper-income peopleand anational lottery, it will take some convincingtorally public support
for any new tax or sourceof new revenue, despitethewidespread concern about thedeficit. Informing
peopl eabout how much moremoney for deficit reduction might berai sed by abroad-based tax -- such as
anational salestax, anew gastax or asurtax onthe persona incometax -- seemsto havelittleeffect onthe
public's willingness to support such atax.

A mgjority of Americansfavor raising taxesto bringin morerevenuefromthe sale of acohol and
tobacco products. Eighty-five percent favor, including closeto half (47%) who strongly favor theideaof
raising taxeson a coholic beveragesto cut thedeficit. Roughly three-quarters(76%) favor, 44% strongly,
increasing taxesontobacco products. Evenwhen presented with alist of new taxesand shown that these
taxeswould raiselessmoney than other options, "sin" taxesremaintheclear preferenceof thepublic. While
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heavy mgjoritiesfavor ahikeinthecigarettetax (64%) and new levieson beer and wine (69%), only 28%
support anew nationa saestax, 20% a 12-cent increaseinthegastax, and 9% anew five percent surtax on
the personal income tax when they are shown how much revenue each new tax might raise.
Besdessmokersand drinkers, theother groupsthe public generdly believesshould pay moretaxes
arethemoreaffluent and, to alesser extent, the corporations. Four-in-five Americans(82%o) favor increasing
theincometaxesof peoplewithincomesabove $80,000; one-haf (49%) strongly favor suchanew tax. On
amorespecific proposal, asmaller mgjority (59%) support creating anew 33%incometax bracket for all
incomeover $150,000. Closeto half (45%) would place afive percent surtax onthe corporateincometax.

Onegroupthat the public clearly doesnot want to beatarget for new taxesistheelderly. Raising
taxeson Socia Security to thesamerate astaxeson ordinary incomeistheonly tax proposal strongly
opposed by amagjority of thepublic (56%). A mgority arewilling to consider theother optionsat least as
alast resort. Theextremepublicresistanceto new taxeson Social Security may bepartly aproduct of
mi sperceptions-- amajority of Americansmistakenly feel peopleover 60 aremorelikely to be poor than
other groupsinsociety. Inredlity, older peoplehave aboveaverage per-capitaincomes. But thesurvey
found that even thosewho don't seeolder peopleaslesslikely to be poor aregenera ly unsupportive of new
taxes on Socia Security benefits.

Lessthanhaf of the public (43%) would support changesinthetax systemto further limit business
and personal tax deductions. Thelack of public enthusiasmfor thismeansof raising new revenuesisnot
surprising given public perceptionsof the 1986 Tax Reform Act -- peoplearefar morelikely to believethat
the tax system was made less fair (39%) rather than more fair (13%) by the 1986 legidlation.

Opinionleadersrespond very differently than the public doeswhen asked about potential new
revenue sourcesto cut thedeficit. Whilemuch of the publicwould support anew tax ongasolineonly as
alast resort, opinion leadersoverwhelmingly favor (74%overal) suchatax. Evenwiththesupport of the
financia and businesscommunity, however, anew gastax may beatough sdl anongthepublic. Eventhose
Americanswho areawarethat motoristsinthiscountry pay lower taxesat the pump than other westerners
tend not to favor such anew tax.

A majority of corporate leaders (54%) and about half of financial leaders (48%) favor the
establishment of anational salestax. But government leaderssolidly opposetaking thisstep -- amgjority
(53%) strongly oppose a national sales tax, unwilling to consider it even as alast resort.

Opinion leaders, especialy thoseinfinance, aremorewilling than the publicto consider new taxes
on Socid Security benefits. Slightly over half of thefinancial leaderssurveyed (52%) favor taxing Socia
Security at the same rate as ordinary income.

Whilethepublicisstrongly resistant totargeting theel derly for atax increase, six-in-tenopinion
leadersinthebusinessand corporate sectors strongly opposetargeting those earning incomesover $80,000.
Unliketheir counterpartsin businessand finance government leaderstendto favor higher taxesfor themore
affluent -- but not assolidly or asenthusiastically asthe public does. (Government leaders, infact, areless
enthusiastic than other opinion leaders about any form of tax increase.)

Opinionleaderslook unfavorably onanational lottery, aproposa which hasthesupport of closeto
two-thirds(64%) of thepublic. Corporateandfinancia leadersaremost vehement intheir objectionstothis
proposal -- 54% and 63%, respectively, strongly opposethe creation of anational ottery to help reducethe
deficit.

Likethe public, opinion leaders solidly support new taxes on alcohol and tobacco, although
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somewhat lessenthusiagtically. Alsolikethepublic, corporate and financial leaderstend not to support
changesinthetax systemto further limit businessand persona deductions. Government leaders, many of
whom played aroleinthe 1986 tax reformlegidation, aredivided onthisproposal -- closeto half (47%)
would favor it while half (51%) are not inclined to favor it outright.
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ATTITUDES TOWARD VARIOUS NEW TAXES AS A MEANS OF REDUCING
THE FEDERAL BUDGET DEFICIT

Strongly A Last Strongly
Favor Favor  Resort QOppose DK Total
Increasing Income Taxes
For Those Earning More
than $80,000 Per Year
General Public 49% 33 8 5 5 = 100%
Opinion Leaders 8% 23 18 50 1 = 100%
Increasing Taxes On
Alcoholic Beverages
General Public 47% 36 9 6 2 = 100%
Opinion Leaders 31% 52 7 9 1 = 100%
Increasing Taxes On
Tobacco Products
General Public 44% 32 10 10 4 = 100%
Opinion Leaders 35% 48 6 10 1 = 100%
A National Lottery
General Public 34% 30 13 17 6 = 100%
Opinion Leaders 5% 18 20 51 6 = 100%
Further Limiting Business
And Personal Tax Deductions
General Public 10% 33 26 23 8 = 100%
Opinion Leaders 7% 31 24 35 3 = 100%
Increasing Taxes On Gasoline
General Public 8% 26 36 27 3 = 100%
Opinion Leaders 23% 51 10 16 0 = 100%
CONTINUED. ..
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Strongly A Last Strongly

Favor Favor Resort Oppose DK Total
Establishing A National
Sales Tax
General Public 8% 23 29 34 6 = 100%
Opinion Leaders 10% 27 24 38 1 = 100%
Raising Taxes On Social
Security Payments To The
Same Rate As Taxes On
Ordinary lIncome
General Public 2% 8 29 56 5 = 100%
Opinion Leaders 14% 31 22 33 * = 100%

Question 73 - General Public Questionnaire
Question 24 - Opinion Leaders Questionnaire

Question wording:
| amgoingto read you anumber of waysinwhich government revenuescould beincreased
or government expensescould becut inorder toreducethefederal budget deficit. For each

one, tell meif youwould strongly favor it, favor it, accept it only asalast resort, or strongly
oppose it?
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ATTITUDES TOWARD VARIOUS NEW TAXES, CONSIDERING HOW MUCH
REVENUE
EACH WOULD RAISE

Revenue Raised General

Tax Increases Over Five Years Public
Establish a national sales tax of 5%, with

exemptions for food, housing, and medical

care $250 billion 28%
Add a 5% surtax to what individuals pay

in income taxes $110 billion 9
Increase gasoline taxes by 12 cents per gallon $50 billion 20
Tax 85% of Social Security benefits for

people with incomes over $18,000 $40 billion 10
Add a 33% income tax bracket on income

over $150,000 $30 billion 59
Add a 5% surtax to what corporations

pay in taxes $30 billion 45
Raise taxes on wine and beer to the same

rate as liquor taxes $20 billion 69
Raise cigarette taxes by 16 cents per pack $15 billion 64
None 3
Don*t know 4
Total Respondents (2048)

NOTE: Adds to more than 100 because multiple responses accepted.

Question 74: Thiscardligtsvariouskindsof taxincreasesand theamount of money each might raise over
abyear period. Thebudget deficit could bemorethan 500 billion dollarsover thisperiod.
Taking into account theamount of money eachwould rai se, and your opinion about these
taxes, which, if any, would you favor as a means of reducing the federal budget deficit?
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Thedifferencesin support for varioustypesof new taxesby typology groupsaregeneraly small.
All groupstend to support new taxeson a cohol and tobacco, although three groupswho probably include
the highest proportionsof smokers-- thebluecollar Disaffecteds, and two groupswith concentrationsof non-
whites, the Partisan Poor and God & Country Democrats--areleast supportiveof new cigarettetaxes. Large
majorities of all groups reject asurtax on the personal income tax and new taxes on Social Security
payments; the corporateincometax receivesthemost support fromthetwo most liberal groups-- the
Secularsand SixtiesDemocrats. Thebetter educated Enterprisers, Seculars, and SixtiesDemocratsaremost
likely to agreewith opinion leadersby supporting anew gastax. Althoughall threegroupsarerelatively
affluent, the Secularsand Sixties Democratsare disproportionately likely to support higher taxeson upper
income people, while the Enterprisers are the group least supportive of this proposal.
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ATTITUDES TOWARD VARIOUS NEW TAXES BY TYPOLOGY GROUP
% FAVOR*

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Increasing taxes on
alcoholic beverages 83% 86% 87% 89% 82% 71% 70% 82% 91% 81% 79% 82%

Increasing income
taxes for those
earning more than
$80,000 per year 82% 56% 81% 89% 84% 81% 80% 92% 87% 88% 80% 83%

Increasing taxes on
tobacco products 76% 83% 82% 79% 69% 65% 70% 81% 87% 76% 70% 68%

A national lottery 64% 60% 51% 71% 76% 57% 56% 64% 66% 62% 75% 67%

Further limiting
business and personal
tax deductions 43% 35% 41% 46% 39% 40% 46% 54% 43% 44% 49% 49%

Increasing taxes on
gasoline 34% 42% 37% 31% 26% 27% 30% 58% 49% 26% 28% 33%

Establishing a national
sales tax 31% 24% 28% 37% 26% 29% 43% 23% 31% 29% 37% 33%

Raising taxes on
Social Security
payments to the
same rate as taxes
on ordinary income 10% 12% 9% 11% 5% 12% 22% 18% 7% 9% 14% 9%

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

* "Strongly Favor" and "Favor," Combined
Question 73: 1 amgoingtoreadyouanumber of waysinwhich government revenues could beincreased or

government expensescould becut inorder toreducethe federal budget deficit. For eachone, tell
me if you would strongly favor it, favor it, accept it only as a last resort, or strongly oppose it?
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Preferences For Reducing The Deficit: The Spending Side

Inthe public'sview, defensespending should becut rather severdly to help reducethebudget deficit.
Atthesametime, themagjority of Americanswouldleave Socia Security and Medicare-- whichtogether
account for agreater shareof federal spending than defense-- virtually untouched. Thepublicisalso
generally unwilling to cut much from means-tested social programsand veteransbenefits. Asidefrom
defense, the spending areas the public is most willing to cut are foreign aid, federal pensions and
transportation.

Withfear of the Soviet military threat dramatically reduced, thereisnot much of acongtituency for
increasing, or evenfor maintaining, thecurrent level of military spending. Eventhemost conservativeand
anti-communi st ssgmentsof the popul ation target the Pentagon for sharp spending cutswhenaskedtosize
upthefederal budget inlight of thedeficit. By contrast, itishardtofind any sizablegroupinthe population
that issupportiveof mgor cutsin spending on Socia Security, Medicareor financia aidtotheneedy. Even
when peopleareshown how largeaproportion of the budget these programsmakeup, most Americansprefer
to exempt them from any deficit-reduction plan.

Opinionleadersalsofavor cutting back onmilitary spending, but are somewhat morewillingto cut
non-defensespending. Financial leadersaremost willingto go after Social Security -- two-thirdsfavor
reducingthesizeof thecost of livingincreasefor Socia Security beneficiaries. Opinionleadersarealso
morelikely thanthe publictotarget farm price supportsasameansof cutting thedeficit. Farmsubsidies,
however, arenot nearly the" sacred cow" to the publicthat Socia Security and Medicareseemtobe. Most
Americans would consider cutting agricultural subsidies as alast resort.

Theideaof an across-the-board freezein spending, with Social Security COLAsexempted, is
supported conceptually by amagjority of thepublic (63%). But putting such afreezeinto practicemay run
intodifficultiesgiven the public'scontinued appetitefor government spending. Eventhough Americansare
worried about the deficit and fedl, on average, that half of every federal tax dollar collectediswasted, the
public wants to increase government spending in a number of areas:
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*  Two-thirds (65%) would like to spend more to fight the drug problem.

*  Mgoritieswouldliketo seemore spent on heath care (57%), thehomel ess (53%), and AIDS
research (52%).

* Half wouldliketo spend moreon the public school s (50%) and on programsfor theel derly
(50%).

*  Asmany asfour-in-tenfavor increased spending on Socia Security (46%) and environmental
protection (39%).

Any deficit-reduction plan must takeinto account the conflict betweenthe public'sdesirefor new
spending, thegoal of deficit reduction, and public'sgenera unwillingnessto submit to new broad-based
taxes. Toacertainextent, thepublic'slist of prioritiesfor new federal spendingisawishlist -- what people
wouldliketoseeinanided world. When givenaredlity check by reminding them about the pressureto cut
thedeficit, between aquarter and athird of al thosewho say they favor increased spendinginaspecificarea
arewillingtoforegothat increaseto meet thegoal of deficit reduction. When adifferent kind of reality
check isemployed -- asking peopleto pay higher taxesfor theincreased spending they desire, even more--
one-third to one-half of thosewho favor higher spending in each spending area-- say thenew spendingis
not so important that they would be willing to pay for it through higher taxes.
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ATTITUDES TOWARD FEDERAL SPENDING ON VARIOUS PROGRAMS

Increased Same Decreased DK Total
Combatting the drug problem 65% 28 4 3 = 100%
Health care 57% 36 4 3 = 100%
Programs for the homeless 53% 40 4 3 = 100%
Research on AIDS 52% 38 6 4 = 100%
Programs for the elderly 50% 45 3 2 = 100%
The public school system 50% 43 5 2 = 100%
Social Security 46% 47 3 4 = 100%
Environmental protection 39% 49 7 5 = 100%
Military armaments/defense 11% 49 37 3 = 100%

Question 69: If youhadasayinmaking upthefederal budget thisyear, for which of thefollowing prograns
should spending beincreased, for which shoul d spending bedecreased, or for which should
spending be kept the same?

Nonetheless, asubstantia mgjority of the public (72%) say they arewillingto pay higher taxesfor
onekind of new spending or another. Threetypology groupsin particular arewilling to pay for expanded
government programs-- the Democrati c-oriented Secularsand SixtiesDemocratsand thelean Republican
Upbeats. What thesegroupshaveincommonisage-- all threearemade up mostly of peoplebornsince
WorldWear 1. Thethreegroupshavedightly different government spending agendas. Commontoal isa
desiretoincreasefunding for the public schools, hedlth care, and homel essness. TheUpbeatsand Sixties
Democratsal sowant to spend moreto fight drugs. The Secularsand the SixtiesDemocratsa sofavor new
gpending for environmentd protectionand AIDSresearch. TheGod & Country Democratsand the Partisan
Poor areespecialy likely tofed that spending on Socia Security and programsfor theelderly should be
increased.
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ATTITUDES TOWARD FEDERAL SPENDING ON VARIOUS PROGRAMS
% WHO FAVOR INCREASED SPENDING

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Combatting the drug
problem 65% 66% 64% 70% 66% 66% 46% 52% 64% 68% 68% 65%

Health care S57% 31% 48% 57% 59% 62% 35% 56% 67% 63% 74% 67%

Programs for the
homeless 53% 29% 44% 57% 41% 57% 35% 78% 76% 53% 57% 59%

Research on AIDS 52% 41% 42% 59% 48% 49% 40% 65% 64% 55% 59% 52%

Programs for the

elderly 50% 26% 42% 48% 57% 57% 30% 51% 58% 53% 61% 57%
The public school

system 50% 42% 35% 48% 47% 51% 30% 71% 59% 53% 63% 55%
Social Security 46% 15% 38% 48% 52% 57% 28% 36% 49% 50% 57% 62%
Environmental

protection 39% 29% 30% 42% 39% 38% 18% 72% 63% 37% 33% 32%

Military armaments/
defense 11% 8% 15% 11% 12% 15% 11% 2% 3% 12% 23% 11%

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question 69:  Ifyouhadasayinmaking upthefederal budget thisyear, for which of thefollowing programs
should spending beincreased, for which should spending be decreased, or for which should
spending be kept the same?
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Thepublic hasonly limited knowledge about how their federa tax dollarsare spent. Whilethevast
majority (82%) areawarethat national defenseisoneof thetop spending areas, most Americansarenot
awareof thelargesizeof the Social Security budget. Only about one-fourth of Americanssurveyed (27%)
correctly selected Socia Security fromalist asoneof thetwo areasthat account for thelargest shareof the
federa budget. Inredlity, the Socia Security portion of thebudgetissimilar in sizeto the defensebudget.
Together with Medicare, another program that redi stributesincometo ol der Americans, these programsmake
up over athird of thebudget, wheninterest onthe national debt isfactored out. The Enterprisersandthe
Seculars, who most often read the busi ness pages and are most knowl edgeabl e about economicissues, are
morelikely to beaware of thesize of the Socia Security budget, but even thesetwo groupstend not to know
it rivals the defense budget in size.

Whilethepublictendsto underestimate Socid Security'sshareof thefederal budget, they grosdy
overestimate how much of thebudget goestowardforeignaid. Closeto half (50%) of those surveyed
misidentifiedinternational affairs/foreignaid asaoneof thetop two budgetitemsinsize. Inreality, the
annual foreign aid budget ismorethan ten timessmaller than theamount of money that goesintothe Socia
Security system.

Asother recent pollshaveindicated, the current TimesMirror/Gallup survey findsthat when
Americansare asked, without regard for how much revenue might beraised, what spending-sidemeasures
they would support to reducethe deficit, people overwhelmingly favor (74%) limiting military spending,
whileonly very small proportionssay they favor reducing COL Asfor peopleon Social Security (21%) or
further limiting M edicare paymentsto theel derly (13%). Largeproportions, infact, would not consder these
proposed Social Security (45%) and M edicare cutbacks (56%) even asalast resort. On balance, farm
subsidiesand socid spending targeted at blacksand other minoritiesfall into the category of budget items
to be cut only as alast resort.
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ATTITUDES TOWARD VARIOUS SPENDING CUTS

Strongly A Last Strongly
Favor Favor Resort QOppose DK  Total
Limit Spending For Defense
General Public 35% 39 16 6 4 = 100%
Opinion Leaders 22% 53 12 11 2 = 100%
Freeze All Federal Spending Except
Cost Of Living Increases Of
Social Security
General Public 23% 40 21 10 6 = 100%
Opinion Leaders 23% 33 24 19 1= 100%
Remove American Troops From
Korea And Europe
General Public 18% 36 26 12 8 = 100%
Opinion Leaders 8% 35 27 27 3 = 100%
Limit Spending On Programs That
Assist Blacks/Minorities
General Public 11% 31 33 20 5 = 100%
Opinion Leaders 5% 11 24 54 6 = 100%
Reduce Price Supports For Farmers
General Public 8% 29 37 18 8 = 100%
Opinion Leaders 23% 52 12 12 1= 100%
Reduce The Size OF The Cost Of
Living Increases For People
Receiving Social Security
General Public 5% 16 30 45 4 = 100%
Opinion Leaders 21% 25 26 27 1= 100%
Further Limit Medicare Payments
For An Elderly"s Yearly Health Care
General Public 3% 10 27 56 4 = 100%
Opinion Leaders 6% 24 35 35 0 = 100%

Question 73 - General Public Questionnaire
Question 24 - Opinion Leaders Questionnaire

Question wording:
| amgoingtoread you anumber of waysinwhich gover nment revenues could beincreased or government
expensescould becutinorder toreducethefederal budget deficit. For each one, tel meif youwould strongly
favor it, favor it, accept it only asalast resort, or strongly oppose it?

66



Opinion About the Social Security Surplus

Thereisno congtituency either amongthegeneral public, or among opinion leaders, for the concept
of borrowing the Social Security revenue surplusasaway of meeting current expensesand reducingthe
deficit. Eighty-saven percent of the publicfed sthat theexcessshould be put asideand reserved exclusvely
for Social Security paymentsin the future. Only slightly fewer elites (77%) take this position.

It should be pointed out that lessthan onehalf of the public (45%) isawarethat thereisasurplus,
but a majority (55%) of those over 65 years of age know about the over funding.

ATTITUDES TOWARD THE SOCIAL SECURITY SURPLUS

Social Security Surplus
Should Be Reserved Should Be Borrowed

Exclusively For To Meet Current Total

Social Security Government Expenses DK Total Respondents
General Public 87% 6 7 = 100% (2048)
Opinion Leaders 77% 18 5 = 100% (153)

Question 75 - General Public Questionnaire
Question 25 - Opinion Leaders Questionnaire

Question wording:
Asyou may know, thefederal gover nment hasa surplusintheamount of money collected for Social Security.
Some peopl efed that the surplusmoney should be put asideand reserved exclusively for Social Security
paymentsinthefuture. Othersfavor borrowing thesurplusmoney to meet current government expensesand
help reduce the federal budget deficit. Which view comes closer to your own?
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How The Public Would Cut The Budget

Whilepeople'sgeneral preferencesare clear fromthesefindings, such questioning doesnot do
enough to confront peoplewith the hard choi ces policymakersmust facewhen | ooking for waysto cut the
budget. Togivethepublicabetter senseof the decisonspolicymakersface, Galup asked theaveragecitizen
to look at the issue in away that has never been done before in a survey of thiskind.

Tolet peopleknow wheretheir tax money goes, Gallup presented respondentswith alist of 13
categoriesof federal spending, excluding interest onthenational debt. Based onthefinal budget figures
submitted by the Reagan Administration, each category wasassigned anumber of coinsrepresentingits
proportion of thetotal budget under consideration, whichtotaled 100 coins. For example, military spending
and the Socia Security budget were symbolized by 27 and 26 coins, respectively. Foreign aid was
symbolized by 2 coins. Respondentswereaskedtoindicatethe r preferencesfor cutting the budget by taking
away coins amounting to overall spending cuts of 5 and 10 percent.

Theresultsfromthisnew kind of question, rather thanindicating any publicflexibility on Social
Security and Medicare, instead reveal sthedepth of public unwillingnessto touch these programs. When
asked to cut theoverall budget by asmuch as 10 percent, substantial majoritiesof Americanschooseto cut
nothing at al from Socia Security and Medicare. By exempting thesetwo programs, the publictakesover
athird of the budget being considered "off the table" and defense becomes even a bigger target for cuts.

Thefirgt tablethat foll owssummarizesthe collective preferencesof the public onhow much various
government programsshould becut if overdl federa spending must be brought downto reducethedeficit.
(The percentages shown represent the average number of coinscut divided by thetotal number of coinsin
each budget category.) Showing peoplehow small aproportion of thebudgetismadeupby foreignaid
doesn't make peopleany lessapt to cut it --when asked to makea5 percent cut overall, they dashforeign
aid by 22 percent; when asked to make a 10 percent cut overall, they slash it by 36 percent.

Onthebasisof how severely the public would reducelevel sof spending, no budgetitem getsas
harshtreatment asforeignaid. However, sinceforeign aid accountsfor suchasmall shareof thebudget, the
public'sseverecutbacksinthisareawould resultinreatively smal amount of savings. Thesecond tablethat
followsalowsustolook at theresultsto thisquestion fromanother angle-- whenthe publicisforcedtotake
into account wherethemoney is, what percentage of theoverall budget-reduction goa isobtained through
cutsin each category? Thisandys sfindsthat evenwith deep cuts, thepublicreaizesonly 9 percent of the
overal god throughreducingforeignaid. Becauseitistheonly largeprogram Americansarewillingto cut,
national defense ends up accounting for the lion's share of savings in the public's budget-reduction plan.

Thepublic choosesto cut the defensebudget at rates somewhat abovetheoveradl god they areasked
toachieve. When askedto cut thetotal budget by 5 percent, they cut defenseby 9 percent; when asked to
cut 10 percent overall, they cut defenseby 16 percent. At thislevel of spending reductions, defensecuts
account for roughly half of the savingsin peopl € spreferencesfor cutting the budget at boththe5and 10
percent levels.

Thepublic cutstwo other budget areasat above averagerates-- transportation and federal pensions.
Sincefederal pensionsaccount for alarger shareof theoverall budget, cutsinthisareaplay agreeater role
inmeetingtheoverdl target amounts. In playingtheroleof budget-cutters, the publicwouldtakeafar share
fromagriculture, theenvironment, and genera science, reducingthemat aratesimilar totheoveral spending
reduction sought. They prefer to cut financia aidto theneedy and veteransbenefitsat somewhat lower rates.
Inadditionto Socia Security and Medicare- the"sacred cows' - Americanswould generally prefer to cut
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education and health programs very little or not at all.
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PUBLIC PREFERENCES FOR CUTTING THE BUDGET:
WHAT PERCENTAGE PEOPLE WOULD CUT FROM 13 SPENDING AREAS*

First First and Second
_Cut Cut
% %
International affairs/Foreign aid 22 36
Transportation 9 20
National defense 9 16
Federal pensions 8 16
Agriculture 6 12
Total budget 5 10
Natural resources and environment 4 10
General science and technology 5 9
Financial aid to the needy 2 6
Veterans benefits and services 2 6
Education 1 4
Health 1 3
Social Security 1 2
Medicare 1 2

* Each cut is shown as a percentage of the total spending for that area. For example, people chose to cut, on
average, 22% of the total budget allowed for International Affairs/Foreign Aid.

Question 72: Heresadifferent kind of question. Onthiscardisadescription of 13top spending areas of
thefederal budget. Next to each spending area youwill seecoinsrepresenting theamount of
money spentinthat area. upposeit wasyour decisionasto howto cut thefederal budget,
andyou hadtotakefivecoinsaway. 'X outfivecoinsonthiscard. Youcantakethesecoins
fromany oneor moreof theareasaslong asthetotal addstofive...Now, takefivemorecoins
away.
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PUBLIC PREFERENCES FOR CUTTING THE BUDGET:
WHAT PERCENTAGE OF THE TOTAL AMOUNT CUT WOULD COME FROM EACH
AREA*

First First and Second
_Cut_ Cut
% %
National defense 53 47
Federal pensions 13 14
International affairs/Foreign aid 9 8
Transportation 6 7
Financial aid to the needy 4 5
Social Security 4 6
Agriculture 2 3
Natural resources and environment 2 2
Medicare 2 2
Veterans benefits and services 2 2
Health 1 2
General science and technology 1 1
Education 1 1
100% 100%

* Each figure represents the proportion of the total spending reduction that would come from that area. For
example, when asked to cut the overall budget by 5%, respondents, on average, made 53% of the cut by
reducing defense.
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For al typology groups, defenseisamajor target whenthe budget isscrutinized for placesto save
money. Asaproportion of thetotal defensebudget, the extent of the spending reduction preferred ranges
from 12 percent for theMoraliststo 27 percent for the Seculars. Thefollowing other differencesarefound
in how the various typology groups choose to cut the deficit:

*  Two of themost protectionist groups-- New Deal ersand Disaffecteds-- chooseto
cut foreign aid by the biggest margins.

*  Theanti-government Disaffectedsand M oralistsmakethe deepest cutsinfederal
pensions.

*  Sophidticated, citified Secularsleast often chooseto cut foreignaid, federal pensions
and transportation.

*  Enterprisersaremost willing to make certain non-defense cuts, including Socia
Security, Medicare and agriculture.

*  Thefour GOPgroups-- Enterprisers, Moraists, Upbeats, and Disaffectedsaremorelikely than
the Democratic groups to some reduction in financial aid to the needy.

Expectations For Future Progress On Deficit

U.S. opinionleadersandforeigninvestorsaregenerally optimistic that significant progresswill be
madein reducing thedeficit over thenext fiveyears. Thepublic, however, doesnot sharetheoptimism of
thedites. Amongthepublic, therearesharp differencesby party affiliation. Republicansaregeneraly more
optimistic than Democrats.

More than four-in-five opinion leaders (82%) foresee significant progress on the deficit.
| nterestingly, more pessmistsarefound among government leaders (25%) than arefound among corporate
(14%) andfinancid leaders(15%). Optimism runshighest overseasamong the Europeans, 81% of British
andtheDutchfed that progresswill bemade. The Japanese, whotendtoworry moreasarule, aremore
closdly divided -- 56% expect progress,; 44% do not. Canadianinvestorsdivide59%to 33%towardtheview
that the deficit will be brought down.
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Closeto half of thepublic (46%) ispessimistic that the deficit can bereduced significantly inthe
next fiveyears, while40% expects progress. Withtheexception of the Disaffecteds, who arepessmistic
about most things, the Republican-oriented typol ogy groupstendtoforeseeprogress. Theview amongthe
Democratic typology groupsis pretty consistently negative.

EXPECTATIONS FOR PROGRESS ON REDUCING THE FEDERAL BUDGET
DEFICIT

Expect Progress On Reducing The Federal Budget Deficit

Yes No Don"t Know Total Total Respondents

General Public 40 46 14 = 100% (2048)
Opinion Leaders

Business 86 14 0 = 100% ( 50)

Financial 85 15 0 = 100% ( 52)

Government 74 24 2 = 100% ( 51D
Overseas lInvestors

Japanese 56 44 0 = 100% ( 25)

British 81 19 0 = 100% ( 26)

Dutch 81 15 4 = 100% ( 26)

Canadian 59 33 7 = 100% (27)

Question 68 - General Public Questionnaire
Question 23 - Opinion Leaders Questionnaire
Question 22 - Overseas Investors Questionnaire

Question wording:

Looking ahead fiveyearsor so, do you think wewill have madesignificant progressin
reducing the federal budget deficit, or not?
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THE FEDERAL SAVINGSAND LOAN CRISIS

Thereissubstantial awarenessof theFSLIC crisis, and asaconsequence, thepublicregardsthe
stability of Americanfinancia institutionsasanincreasing problem. Comparedtofour yearsagomore
Americansexpresssagging confidencein large American banks, and asmany asthree-in-ten Americansfed
that depositorsintroubled thriftsmight losetheir savings. M oreover, nearly two-thirdsof the public (64%)
expects the difficulties of the savings and loans to get worse in the future.

The Stability Of Our Financial Institutions

Inregardtothestability of our financial ingtitutions, one-half (52%) feel wearelosingground on
thisproblem, one-quarter say theproblemisno better or noworsethanit hasbeenand only 15% say weare
making progress. Thosemost likely to fedl wearelosing ground arethe college-educated (65%), thewel l-
informed (66%), and res dentsof the West (65%), aregion contai ning anumber of theinsolvent ingtitutions.
Not surprisingly, feelingsabout financial institutionsare al so linked to expectationsfor thecountry's
economicfuture, aspeoplewho expect the country to beeconomically worse off aremore pessimi stic about
thestability of thefinancial ingtitutionsthan are those who anticipate better economictimesfor thenation
(64% vs 46%).

ATTITUDES TOWARD THE STABILITY OF U.S. FINANCIAL INSTITUTIONS

No Better Making Losing Total
Or No Worse Progress Ground DK Total Respondents

General Public 26% 15 52 7 = 100% (2048)
Education

College graduate 23% 8 65 4 = 100% (425)

Other college 29% 15 53 3 = 100% (386)

High school graduate 27% 16 50 7 = 100% (822)

Less than high school 24% 18 44 14 = 100% (412)
Region

East 26% 15 47 12 = 100% (518)

Midwest 27% 17 52 4 = 100% (516)

South 26% 17 49 8 = 100% (655)

West 23% 9 65 3 = 100% (359)
Knowledge Index

High 22% 11 66 1 = 100% (558)

Medium 28% 14 54 4 = 100% (964)

Low 27% 18 39 16 = 100% (526)
Expect U.S. To Be:

Better 25% 20 46 9 = 100% (511)

Worse 20% 10 64 6 = 100% (431)
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Opinionleadersa sotendto seetheFederal Savingsand Loan Crisisasaseriousproblem. Four-in-
ten (39%) rated the stability of our financia institutionsasvery seriousproblem ('5'or '6' onascaleof '1to
6). Theonly problemsconsidered moreseriousarethefederal budget deficit (69%) andtheU.S. trade
deficit (52%0). Inkeepingwiththeir generaly moreoptimistic outlook, businessleadersarelesslikely than
financial and government leaders to rate this problem as very serious.

For overseasinvestors, thestability of U.S. financial institutionsisnot considered asserious a
problemasitisby U.S. opinionleaders. Fewer thanthree-in-ten of the Japanese (28%), and evensmdller
proportionsof the Canadians (18%), the Dutch (16%) and the British (16%) ratethisasavery serious
problem.

ATTITUDES TOWARD THE STABILITY OF U.S. FINANCIAL INSTITUTIONS

Very Serious Problem*

Opinion Leaders 39%
Business 30%
Financial 42%
Government 46%

Overseas Investors

Japanese 28%
British 16%
Dutch 16%
Canadian 18%

*Rated a "5" or "6" on a scale of 1 to 6.

Question 4 - Opinion Leaders Questionnaire
Question 6 - Overseas Investors Questionnaire

Question wording:
| amgoingto read you anumber of problemsfacingtheUnited States. If"6" representsa

problemthat isvery serious, and " 1" representsa problemthat isnot very serious, whereon
this scale of 6 to 1 would you rate each of the following problems?
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Confidence In American Banks

Inarel ated measure, nearly two-thirds (63%) of the public expresseslessconfidenceinthefinancia
condition of American bankstoday. 1n1984, asgnificantly smaller number -- 44% -- expressed thisopinion
about American banks. Thislack of confidenceisevident among the pessimistic Disaffecteds (75%); the
Mordists(70%), who areolder and middleclass, and someof the better educated groupswho arerdatively
more skeptical about theeconomy ingeneral -- the60's Democrats (72%) and the Seculars (70%). In
addition, among Westerners, one-third (32%) say they have"muchlessconfidence” in American banks,
compared with 23% nationally.

CONFIDENCE IN LARGE AMERICAN BANKS, RELATIVE TO A FEW YEARS AGO

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Confidence
Much more confidence 4% 6% 5% 5% 1% 5% 2% 0% 1% 5% 7% 5%

Somewhat more 19 16 12 23 15 32 21 14 16 20 29 13
confidence

Somewhat less 40 42 46 43 41 22 36 46 46 38 36 46
confidence

Much less confidence 23 22 24 17 34 27 15 24 26 24 18 16
Same 11 14 10 11 7 8 20 11 10 8 8 14
Don"t know 3 0 3 1 2 6 6 5 1 5 2 6

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question 19: Compared to afew yearsago, do you now have much more confidence, somewhat more
confidence, somewhat less confidence, or muchlessconfidenceinthefinancial conditionof large
american banks and the safety afforded to their depositors?
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The Federal Savings And Loan Crisis: Expectations For The Future

Morethan six-in-ten believethe savingsand loan problemwill get worseinthefuture (64%), while
one-quarter say theworst isbehind us(23%). Generdly, the college-educated (74%) and thewell-informed
(73%) tend to be somewhat more pessimistic, but feelingsabout thisproblem are al so tied to economic
expectationsfor thenation. Peopleexpecting better economic conditionsfor the country arethreetimesas
likely as those who are pessimistic to think that the worst is behind us (34% vs. 12%).

Thewel-educated 60's Democratsarethemost pessimistic (78%), followed by the Disaffecteds
(73%). Incontrast, two groupswho generally hold more positiveattitudesabout the state of thenation -- the
better informed Enterprisersand the Upbeats-- aremorelikely thanthepublicat largeto say theworstis
behind us. (35% and 30% vs. 23%).

EXPECTATIONS REGARDING THE DIFFICULTIES OF SAVINGS AND LOANS

Worst Is Problem Will Get Total
Behind Us Worse In The Future DK Total Respondents
General Public 23% 64% 13 = 100% (2048)
Typology Groups
Enterprisers 35% 60 5= 100% (202)
Moralists 23% 68 9 = 100% (249)
Upbeats 30% 56 14 = 100% (236)
Disaffecteds 18% 73 9 = 100% (182)
Bystanders 26% 59 15 = 100% (160)
Followers 18% 55 27 = 100% (109)
Seculars 23% 66 11 = 100% (107)
60"s Democrats 12% 78 10 = 100% (190)
New Dealers 22% 65 13 = 100% (272)
God & Country Democrats 19% 64 17 = 100% (132)
Partisan Poor 23% 60 17 = 100% (209)
Expect U.S. To Be:
Better 34% 52 14 = 100% (511)
Worse 12% 77 12 = 100% (431)

Question 21: Incongderingthefinancial difficultiesof thesavingsand loansingtitutions, doyoufed that it
isabad situation, but thewor st isbehind us, or do you think the problemmeay get worseinthe
future?

77



The U.S. Government As Guarantor Of Deposits

Mogt, but not all of the public seemsresponsiveto the President's assurancesthat the government
"will seethat theguaranteeto depositorsisforever honored." Nearly two-thirds(63%) of thepublicbelieve
thegovernment will stepin, if necessary, to guaranteethe deposits, but asmany asthree-in-ten say the
depositors may lose their money (29%).

TheEnterprisers(83%) and the Secul ars (75%), thetwo best-informed groups, aremost likely to
think that thegovernment will stepinto guaranteethedeposts. Groupsthat tend to believepeoplewill lose
their money include the Bystanders (43%), the Followers (39%), the Partisan Poor (37%) and the
Disaffecteds(36%). Giventheir higher level of financial pressureand alienation, itisnot surprising that
these groups demonstrate less faith in the government.

ATTITUDES TOWARD THE U.S. GOVERNMENT'S GUARANTEE TO DEPOSITORS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor
Savings And Loans
Can"t Solve Their
Economic Problems
U.S. Government will 63% 83% 68% 68% 57% 46% 42% 75% 68% 65% 61% 50%
step in and guarantee
the deposits

People may lose 29 12 27 26 36 43 39 16 27 28 28 37
their money

Don"t know 8 5 5 6 7 11 19 9 5 7 11 13

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question 22: If savingsandloansinstitutionsarenot ableto solvetheir economic problems, doyouthink the
United Sates Gover nment will step in and guar antee the deposits of peoplewho have savingsin
troubled institutions, or do you think people may lose their money?
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Policy Options

Opinionleaderswereasked for their preferencesfor raising therevenue needed to pay off the
depositorsof insolvent savingsand |l oansinstitutions. Thegreatest support wasfound for aconcept that
resemblesthe Bush proposal. Nearly one-half (46%) favored asol ution whereby thegovernment issuesup
to$50billioninlong term bonds. Roughly one-fifth supported each of theother aternatives. Amendingtax
lawsto encourageinvestment firmsto buy non-performing real estateloans(23%) and FSLIC borrowing
enough money fromtheU.S. treasury to pay off the depositors(18%). Businessleaderstended to show
somewhat greater support for amending tax lawsthan did thefinancid or government leaders (32%vs23%
and 16%, respectively).

ATTITUDES TOWARDS VARIOUS POLICY ALTERNATIVES
TO THE SAVINGS AND LOAN CRISIS

Opinion Leaders
Ways To Raise Needed Revenue: Total Business Financial Government
The government issues up to
$50 billion in long-term
bonds to pay off depositors 46% 36% 46% 55%

Tax laws are amended to
encourage investment firms
to buy non-performing real
estate loans 23 32 23 16

FSLIC borrows enough money
from the U.S. Treasury to

pay off the depositors 18 16 23 14
Don"t know 13 _16 _ 8 _16
100% 100% 100% 100%

Total Respondents (153) (50) (52) (51)

Question 6:  Next aquestion about the problemsof thesavingsand loanindustry. Asl readanumber of
waysto rai sethemoney needed to pay off the depositor sin theinsol vent savingsand loans
ingtitutions, tell me, which one, if any, you would most favor.
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ECONOMIC COMPETITIVENESS AND TRADE POLICY

WhileAmericansfee lessthreatened militarily today thanthey did at thestart of thedecade, they
areuneasy about alossof U.S. economic power. Onbaance, thepublicfed sAmericasability to compete
intheworld marketplacehasworsened over thelast tenyears. UnlikeU.S. leaders, the public regards Japan,
not the U.S., as the number one economic power.

Tosomedegree, Americansblameforeignersfor their country'scompetitivenessproblems. People
overwhelmingly fedl that Japan'stradepoliciestowardtheU.S. areunfair, and amajority believetheU.S.
should put up tougher trade barriersto Japanese goods. Cheapforeignlabor isviewed asoneof themagjor
reasonsfor the problem. The publicisdisturbed by therecent increasein foreign ownership of U.S.
businesses and real estate.

All thisnotwithstanding, generd st sfactionwith the state of the domestic economy, combined with
the perception that Americalsown shortcomingsareamajor part of the problem, appearsto havelimited the
degreeto whichanti-foreigner sentiment trand atesinto public pressurefor new protecti onist measures.
Concernsabout ashift of economic power toforeign countrieshasalsofailed to bring about much change
in Americansattitudestoward imported goods-- no Sgnificant increaseisseeninbuy American” sentiment
since the early 1980's.

Thepublichasmorefaithinthecountry'sability to turn thingsaround on competitivenessthanit
doesinour ability to makeprogresson thebudget deficit. Thispublic confidence, however, might be
seriously shaken by adownturnintheeconomy. Itisnot hard toimaginethislatent resentment against
foreigners becoming activated during a recession.

Perceptions About the State of U.S. Economic Competitiveness

By atwo-to-onemargin, Americansfed that Japan (58%) rather than the United States (29%) isthe
world'sleading economic power. By asomewhat smaller margin-- 45%vs. 33% -- Japanisexpectedto be
theeconomicleader by theyear 2000. U.S. leadersdisagreesharply withthe public'sassessment of U.S.
economic might. Over two-thirdsof corporate(74%), financid (77%) and government leaders(68%o) believe
thethat theU.S. iscurrently number one. A mgjority of al threegroupsfed theinternational statusquowill
be maintained into the next century.
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WORLD'S LEADING ECONOMIC POWER

General Opinion Leaders
Public Total Business Financial Government
Current Leading
Economic Power
Japan 58% 21% 20% 21% 22%
United States 29 72 74 77 68
European Common
Market Countries 4 6 6 2 10
Soviet Union 2 0 0 0 0
Don"t know 7 1 0 0 2
100% 100% 100% 100% 100%
Leading Economic
Power In 2000
Japan 45% 18% 14% 17% 24%
United States 33 64 60 79 53
European Common
Market Countries 9 15 24 4 16
Soviet Union 1 0 0 0 0
Don"t know 12 _3 _2 _ 0 _ 8
100% 100% 100% 100% 100%

Question 36/37 - General Public Questionnaire
Question 7/8 - Opinion Leaders Questionnaire

Question wording:
Today, which one of the following do you think is the world's leading economic power?

Intheyear 2000, which one of thefollowing countriesdo you expect to bethewor|d'sleading
economic power?
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Giventhat thepublicratesthe U.S. asafairly distant second in economic power, itisno surprisethat
about half (47%) believethat Americahaslost ground to foreign competition during the 1980s, whileonly
afifth (21%) seerecent progress. Eventhough only athird (33%) fed theU.S. will recover enough ground
to reclaim its number one status by the year 2000, Americansarefar morelikely to seethe situation
improving than they are to see it getting worse (46% vs. 17%).

U.S. COMPETITIVE POSITION

Past Ten Years: General Public
Improved 21%
Gotten worse 47
No change 27
Don"t know _5

100%

Total Respondents (2048)

Looking To The Future:

Improve 46%
Worsen 17
Stay the same 32
Don"t know 5

100%

Total Respondents (2048)

Question 38: Inthepasttenyears, doyouthinktheability of the U.S to competeeconomically inthe world
mar ketplace has improved, gotten worse, or hasn't it changed much?

Question 39: Lookingtothefuture, doyouthinkthat theahility of theU.S to competeeconomicallyin the
world marketplace will improve, worsen, or stay about the same?
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Theoptimismmost Americansfeel about their own financia future seemsto beminimizing the
degreetowhich peoplefeel personally threatened by the competitiveness problem. Amongthosewho
foreseetheir ownfinancial situation asremaining stableor getting better over thenext year, thebelief that
the country'scompetitiveness problemswill increase doesnot significantly decreasetheoverall level of
personal optimismfor thefuture. But among thoseexpect to belesswell off financially, thebdlief that the
nation will lose ground to foreign competition magnifies pessimism about one's personal future state.

Better/Same Worse
U.S. U.S. U.S. U.S.
Competitive Competitive Competitive Competitive
Position Will Position Position Will Position
Not Worsen Will Worsen Not Worsen Will Worsen
Personal Future State
Optimist 64% 60% 38% 28%
Pessimist 10 12 37 45
No Change
Positive 19 23 17 19
Negative 7 5 _ 8 _ 8
100% 100% 100% 100%
Total Respondents (841) (755) (135) (155)

Analysisof opiniononthisissueby politica typology groupsshowsthat therearesharply different
pointsof view withintheRepublican Party. Ingeneral, Republicansaremore optimistic than Democratsbut,
truetotheir name, Upbeats-- aReagan legacy groupwho scorehighest onfaithin America-- areby far the
most optimistic group inthepopulation. Three-quartersof Upbesats(73%) areclassified asoptimistsbased
ontheir viewsof present and futuretrendsin U.S. competitiveness. Theother Independent, lean Republican
group, however, isdisproportionatel y pessmistic -- theanti-foreigner, anti-Washington Disaffecteds. As
will bedemongtrated further, itisamong thisalienated, bluecollar group that protectionist sentiment seems
torunhighest. Duringthepresidentia race, the Bush campaign had successinwinning over thisgroup on
theissueslikecrime, gun control and patriotism. Thus, theDemocratswerenever abletotakeeffective
advantage of the foreign competition issue to pull the Disaffecteds their way.

Onthe Democratic side, theeconomicaly savvy Secularsarethe most pessimistic about reversing
thedeclinein U.S. economic competitiveness. They aretheonly typology group that includes more
pessi mists (42%) than optimists (38%) about thefutureof U.S. competitiveness. The Seculars, withthelr
higher informationlevel, haveavery different perspectiveon theissuefromthe Disaffecteds. TheSixties
Democrats, theother mgjor liberal congtituency withintheparty, arethe second most negative Democratic
group onthecompetitivenessissue. Althoughaslikely asthe Secularstofed thingshave becomeworseover
the last decade, they view the future more positively.
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TREND IN COMPETITIVENESS, BY THE TYPOLOGY GROUPS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Trend In

Competitiveness*

Optimists 52% 59% 55% 73% 48% 48% 36% 38% 47% 49% 52% 45%
Pessimists 31 30 27 17 37 28 34 42 40 36 23 35

No change/Don"t know 17 11 18 10 15 24 30 20 13 15 25 20

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

*

"Optimist" and "Pessimist" are measures derived from Questions 38 and 39. See Technical Appendix for a definition.

ThereviewsonU.S. competitivenessfromoverseasaremixed. Ironically, the Japanesemogt solidly
fedstheU.S. isdtill thedominant economic power intheworld. Virtudly dl Japaneseinvestorsinterviewed
(96%) see Americaasnumber one, and fewer than one-in-ten (8%) expect Japanto overtakethe U.S. by the
end of thecentury. TheEuropeans, however, havevery different viewsof the current and future state of the
U.S. asaleading economic power. TheBritish seeU.S. dominancealready serioudy challenged by Japan
andthey given Japan aslight edgeintheir predictionsfor thefuture. The Dutch seeaunified Western
Europeovertaking Americaeconomicaly by theyear 2000. Most CanadiansseeU.S. economic power as
still dominant, and believethat Americaislikely to stave off afuture challengefrom Japan and the EEC.
Even so, asizableminority of Canadiansbelievethat theU.S. dready has, or islikely tolose, the status of
world economic leader.
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WORLD'S LEADING ECONOMIC POWER

Opinion Overseas Investors
Leaders Japanese British Dutch Canadian
Current Leading
Economic Power
United States 72% 96% 42% 54% 52%
Japan 21 4 46 38 37
European Common Market
Countries 6 0 8 8 4
Soviet Union 0 0 4 0 0
Don"t know 1 0 0 0 7
100% 100% 100% 100% 100%
Leading Economic
Power In 2000
United States 64% 76% 31% 19% 52%
Japan 18 8 42 35 26
European Common Market
Countries 15 0 23 46 15
Soviet Union 0 0 0 0 0
Don"t know _3 _16 _4 _0 7
100% 100% 100% 100% 100%
Total Respondents (153) (25) (26) (26) 27

Question 7/8 - Opinion Leaders Questionnaire
Question 8/9 - Overseas Investors Questionnaire

SQubstantial majoritiesof foreigninvestorsand U.S opinionleadersdo not seethe U.S dollar'sstatus
astheinternational monetary sandard being serioudy challenged by ather currenciesover thenext fiveyears.
Expectationsfor howthevalueof thedollar will changerdativetotheir own currencies, however, seemto
color overseasopinion about America’'seconomicfuture. The Japaneseand the Dutch, whoaremost likely to
seethedollar falling against their currenciesover thenext fiveyears, aremorelikelyto seetheU.S losing
groundtoforeign competition. Intheir forecasts, the Dutch divideabout equally between progress(35%) and
dedine(38%). Japaneseopinion about America'scompetitivefuturedividesonly dightly more positively (52%
vs. 40%). Ontheother hand, the British and the Canadians, who seethedollar asgainingor holdingitsown
againg their currencies, aresubstantially morelikely toforeseea stronger thanaweaker Americaintermsof
€economic competitiveness.
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U.S. COMPETITIVE POSITION

U.S. Ability To Compete

Stay
Improve The Same Worsen

Opinion Leaders 65% 22 11
Overseas Investors

Japanese 52% 8 40

British 45% 35 19

Dutch 35% 27 38

Canadian 59% 26 15

Question 9 - Opinion Leaders Questionnaire
Question 10 - Overseas Investors Questionnaire

Question wording:

Total
DK Total Respondents
2 = 100% (153)
0 = 100% ( 25
0 = 100% ( 26)
0 = 100% ( 26)
0 = 100% (27)

Looking tothefuture, doyouthink that theability of the U.S to competeeconomicallyinthe
world marketplace will improve, worsen, or stay about the same?

EXPECTATIONS FOR THE VALUE OF THE U.S. DOLLAR,
RELATIVE TO EACH COUNTRIES' CURRENCY

Expect Value Of The U.S. Dollar To Be:

Significantly Remain

Significantly
The Same Lower

Higher
Overseas lInvestors
Japanese 8%
British 38%
Dutch 31%
Canadians 15%

24
58
15
59

68

4
50
26

Total
DK Total Respondents
0 = 100% (25)
0 = 100% (26)
4 = 100% (26)
0 = 100% 27

Question 15:  Inthenextfiveyearsdoyou expect thevalueof theU.S dollar, rdativetothe (), tobe sgnificantly
higher, to be significantly lower, or to remain the same?
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Attitudes Toward Trade Policies Of The U.S. And Its Competitors

TheU.S. public, and even moresoitsleaders, feel that Japan'stradepoliciesareunfair. South
Koredstradepoliciesarea soatarget for American criticism. Only Canadavirtualy escapescriticism. The
publicisinclinedto believethe EEC countriestradefairly, but amgjority of U.S. government officiasthink
otherwise.

Almost two-thirdsof thepublic (63%), upfrom 54% only ayear ago, fed Japan'stradepolicy toward
theU.S.isunfair. Thissentiment isshared by Democratsand Republicansalike. Thosewhoknow alot
about economic affairsareespecidly likely to becritica of Japan. Likethebetter-informed public, opinion
leaders almost unanimously share this view.

Americansa so generally regard South Korea'strade policiesasunfair, but opinionisnot nearly so
one-sided. Asseenfor Japan, thebetter informed public and theleadership aremorecritica thanlesswell-
informed people. By amargin of 39% to 25%, thosewho see South K oreaasunfair outnumber thosewho
disagree-- but over athird (36%) haveno opinion. Among the best-informed quarter of the public, opinion
dividestwo-to-onetoward theview that South Koredspoliciesareunfar (54%vs. 22%); Six-in-tenopinion
leaders(62%). Financia leadersarelesslikely thantheir counterpartsin government and businessto seethe
Koreans as unfair.

Mg oritiesof U.S. corporate (58%) and financia leaders(56%0), and aplurdity of thegenera public
(44%), believethat the EEC countriestradefairly, but amgjority of government leaders(57%) disagree. The
better-informed segment of the population is divided on the fairness of the EEC countries' trade policies.
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ATTITUDES TOWARD TRADE POLICY WITH THE U.S.

Trade Policy
Don"t Total
Fair Unfair Know Total Respondents

Japan
General Public 22% 63 15 = 100% (2048)
Opinion Leaders 8% 88 4 = 100% (153)
Business 8% 92 0 = 100% ( 50)
Financial 8% 84 8 = 100% ( 52)
Government 10% 86 4 = 100% ( 5D
Canada
General Public 72% 7 21 = 100% (2048)
Opinion Leaders 88% 9 3 = 100% (153)
Business 82% 18 0 = 100% ( 50)
Financial 92% 0 8 = 100% ( 52)
Government 90% 8 2 = 100% ( 51)
European Common Market Countries
General Public 44% 26 30 = 100% (2048)
Opinion Leaders 50% 45 5 = 100% (153)
Business 58% 40 2 = 100% ( 50)
Financial 56% 36 8 = 100% ( 52)
Government 37% 57 6 = 100% ( 51D
South Korea
General Public 25% 39 36 = 100% (2048)
Opinion Leaders 23% 62 15 = 100% (153)
Business 22% 72 6 = 100% ( 50)
Financial 27% 46 27 = 100% ( 52)
Government 19% 69 12 = 100% ( 51)

Question 51 - General Public Questionnaire
Question 14 - Opinion Leaders Questionnaire

Question wording:

For thefollowing countries, pleasetdl meif you believe each country hasafair tradepolicy
or an unfair trade policy with the United States.
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TheU.S. publicisinclinedtobelievethatitisin Americasinterest toincreasetariffson Japanese
goods-- 53% takethisposition, while 35% disagree. Thereisno consensusabout whether itisagoodidea
toraisetariffson South Korean products. M ost Americansopposeincreasing tariffsonimportsfrom
Western Europe. Thereisfar morefreetrade sentiment among opinion leadersthan thereisamongthe
public. Despitetheir belief that Japan'strade policiesareunfair, only afifth of opinionleaders(20%) favor
apalicy changetoincreasetariffson Japanese goods, asmilarly smdl proportion (18%) favor tougher trade
barriersagainst South Koreanimports. Closeto half of opinion |leaders(46%), compared withlessthana
fifth of thepublic (14%), wouldliketo seethe U.S. adopt apolicy toreduce or completely eliminatetariffs
onJapaneseproducts. Thestrongest sentiment for freetradeisfound among U.S. financia leaders-- they
are twice as likely as government and corporate officials to favor a policy to eliminate tariffs.
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ATTITUDES TOWARD TARIFFS ON VARIOUS COUNTRIES' PRODUCTS

Reduce
Increase Keep About Tariffs Eliminate Total
Tariffs The Same Somewhat Tariffs DK Total Respondents
Japan
General Public 53% 21 8 6 12 = 100% (2048)
Opinion Leaders 20% 29 20 26 5 = 100% (153)
Business 16% 38 20 20 6 = 100% ( 50)
Financial 15% 15 27 40 2 = 100% ( 52)
Government 29% 33 14 16 8 = 100% ( 51)
European Common
Market Countries
General Public 23% 43 8 7 19 = 100% (2048)
Opinion Leaders 5% 40 22 27 6 = 100% (153)
Business 10% 34 26 24 6 = 100% ( 50)
Financial 2% 29 25 40 4 = 100% ( 52)
Government 4% 57 16 16 8 = 100% ( 51)
South Korea
General Public 36% 30 6 7 21 = 100% (2048)
Opinion Leaders  18% 29 18 23 12 = 100% (153)
Business 18% 30 22 18 12 = 100% ( 50)
Financial 13% 17 19 36 14 = 100% ( 52)
Government 24% 39 12 16 10 = 100% ( 51)

Question 52 - General Public Questionnaire
Question 15 - Opinion Leaders Questionnaire

Question wording:
How do you fed about import tariffson productsfrom(INSERT X'ED I TEM) that aresoldintheU.S.?
Inyour opinion, isitinthebest interestsof theU.S. toincreasetariffson goodsfrom(INSERT X'ED
I TEM), keep tariffs about the same, reduce tariffs somewhat, or eliminate tariffs altogether?
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Among the typology groups, the two groups who seem most concerned about America's
competitivenessproblemsarediametrically opposedintheir preferencesfor trade policy options. The
Disaffectedsaremorelikely than other groupsto favor higher tariffson Japanese (66%) South K orean (49%)
and EEC (36%) goods. The Seculars, dthough sharing theopinionthat Japan'spoliciesareunfair, alemore
likely thanall but the most uninformed groupsto reject they ideaof enacting new tradebarriers. Only
dightly morethan athird (35%) favor tougher measuresagainst Japan; almost aquarter (23%) wouldtake
the opposite approach -- reducing or eliminating barriers to Japanese goods.

Inadditiontothe Disaffecteds, the conservative Republican and Democratic groups-- theMordidts,
the New Dealers, and the God & Country Democrats -- agree that tariffs should be increased.

ATTITUDES TOWARD TARIFFS BY TYPOLOGY GROUP
% WHO FAVOR INCREASED TARIFFS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Japan 53% 55% 61% 54% 66% 31% 36% 35% 50% 60% 53% 56%

The European Common  23% 21% 30% 18% 36% 17% 10% 12% 17% 25% 32% 24%
Market

South Korea 36% 39% 42% 33% 49% 24% 16% 23% 29% 43% 45% 36%
Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Thesegmentsof the population who worry most about competitivenessaredivided ontheissue of
freetradevs. protectivetariffs. They a so differ asconsumersinhow they view imported products. The
survey found no evidenceof asignificantincreasein"buy American” sentiment since 1983. Overall 60%
say they don't pay much attention towhether aproduct isAmerican made, compared to 52%intheprevious
survey. Eighty-three percent, compared with 78%, say they try to buy thebest product, regardlessof whether
itismadeintheUSA. Secularsaremorelikely thanal other political typology groupsto say "buy America
isnot afactor in their purchases. The Disaffecteds are about average on these measures.
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TREND IN CONSUMER HABITS

Very Somewhat Not Don"t

True True True Know Total
Don"t Pay Attention To Whether
Product Is American
January, 1989 24% 36 40 = 100%
May, 1983 24% 28 47 1 = 100%
Try To Buy The Best Product,
Whether Or Not It Is American
January, 1989 48% 35 17 = 100%
May, 1983 53% 25 21 = 100%

Question 41: | amgoingtoread somestatements. Pleasetell meif you think each statementisvery true,
somewhat true, or not true at all.

Oversess, thereare someexpectationsthat Americawill put up new tradebarriers. Heavy mgorities
of the Japanese (72%) and the Dutch (77%) foreseetheU.S. increasing trade barrierswith their countries.
InvestorsfromtheU.K. disagreewith their EEC colleaguesfrom the Netherlandsthat the U.S. will takesuch
action. A mgjority of theBritishinvestorsexpect no changein policy fromWashington toward British
goods. Predictably, intheaftermath of theU.S.-Canadatrade agreement, few Canadiansseethe U.S. putting
up new barriersto their products.

EXPECTATIONS ABOUT U.S. TRADE BARRIERS IN THE NEXT FIVE YEARS
U.S. will U.S. will

Increase Decrease No Total
Trade Barriers Trade Barriers Change DK Total Respondents

Overseas lInvestors

Japanese 2% 0 20 8 = 100% (25)
British 35% 8 58 0 = 100% (26)
Dutch 7% 12 12 0 = 100% (26)
Canadian 11% 70 19 0 = 100% 27

Question 17: Inthenext fiveyears, doyou expect the United Satestoincreasetradebarrierswith your country, to
decrease trade barriers with your country, or do you think there will be no changein trade barriers?
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Reasons Behind the Competitiveness Problem

While Americansmay seeunfair trade practicesby other countriesascontributingtotheU.S.
competitivenessproblem, they alsofind muchtocriticize hereat home. Boththe public and opinionleaders
fed that short-sightednessonthepart of U.S. businessmenisoneof themaost important reasons Americahas
problemscompeting intheworld marketplace. Many membersof the public, and evenalarger proportion
of opinionleaders, seethe Americas public schoolsasweak compared to thosein other countries. Among
thegroupsinthe populationwho most often seetheU.S. lagging in competitiveness, thereisasensethat U.S.
industry is simply no longer producing high quality products.

When asked to eval uate the strengthsand weaknesses of the U.S. rel ativeto Japan and Western
Europe, thepublic overwhelmingly ratesthefollowing asstrengths. overall standard of living (83%),
scientificresearch (79%) and technical and engineeringinnovation (69%). Americansaresomewhat less
likely to seethe production of quality goodsasaU.S. srength (58%), and the system of public education gets
the lowest rating (48%).

TheDisaffecteds, Seculars, and SixtiesDemocrats-- thegroupsmost worried about the Americas
futureability to compete-- shareatendency tolook negatively onthe public schoolsand onthequality of
U.S. merchandise. TheDisaffectedsarealso disproportionately likely tobecritical of U.S. for technical
innovation and scientific research capabilities.

Opinionleaders, likethemgjority of the public, seebasi ¢ scienceand technical innovation asareas
of strength. They aresgnificantly morelikely thanthe public, however, to becritica of the public school s--
two- thirds (65%) see public education asaweakness, compared with haf of thepublic (50%). Butthey are
lesslikely thanthe publictofind fault with thequality of American products-- seven-in-ten opinion leaders
(72%) compared with six-in-ten (58%) membersof thegeneral public seethisasanareaof U.S. strength.

Theview fromabroad on U.S. strengthsand wesknessesisnot dl that different. Withtheexception
of the Japanese, foreigninvestors see our public school sasaweakness, whileamonginvestorsinall four
countries, basi ¢ science, technical innovation, and standard of living receiveapositivegrade. The Japanese
areparticularly complimentary about U.S. bas c scientific research. But the Dutch and the Japaneseareeven
morecritical thantheU.S. public of thequality of American products-- three-quartersof each group see
quality asaU.S. weakness. A smaller mgority of the British (54%) agreewith thisassessment. Only the
Canadians tend to regard production of quality goods as a plus for the U.S.

AMERICAN STRENGTHS AND WEAKNESSES

General  Opinion Overseas Investors
Public Leaders Japanese British Dutch Canadian

System Of Public Education

U.S. strong 48% 35% 60% 54% 35% 37%
U.S. weak 50 65 20 35 54 56
Production Of Quality
Products
U.S. strong 58% 72% 16% 42% 19% 52%
U.S. weak 40 26 76 54 77 33
Technical And Engineering
Innovations
U.S. strong 69% 80% 2% 80% 85% 67%
U.S. weak 27 20 20 19 15 26
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Overall Standard Of Living

U.S. strong 83% 99% 88% 96% 73% 96%

U.S. weak 15 1 12 4 23 0
Scientific Research

U.S. strong 79% 73% 100% 88% 88% 89%

U.S. weak 16 26 0 4 8 7

Question 40 - General Public Questionnaire
Question 10 - Opinion Leaders Questionnaire
Question 11 - Overseas Investors Questionnaire

Question wording:
Now |et'scomparethe United Satesto Japan, Great Britain, West Germany and other major western countries
intheworld onanumber of factors. Would you say today that the United Satesisvery strong, strong, weak,
or very weak compared to their countriesin the following areas...
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When asked to assessthe degreeto which ninefactorscontributeto America'scompetitiveness
problem, mgjoritiesof the publicidentified four mgjor factors: atendency of U.S. businessmento put too
much emphasison short-term profits (61%), low |abor costsoverseas(61%), theva ueof thedollar against
other currencies(52%), and an excessof corporatetakeoversintheU.S. (52%). When askedto select one
factor asthemost important reason behind the problem, the public dividesevenly between cheapforeign
labor (17%) and short-sightedness by American businessmen (14%).

REASONS FOR U.S. COMPETITIVE PROBLEMS
A A Not a
Major Minor Reason
Reason Reason At AIl DK Total

U.S. businessmen put too much emphasis
on profits in the short run 61% 25 6 8 = 100%

Workers overseas are paid less 61% 23 9 7 = 100%

The value of the U.S. dollar against

other currencies 52% 30 10 8 = 100%
Too many corporate takeovers in the U.S. 52% 27 12 9 = 100%
Stronger work ethic abroad 48% 29 12 11 = 100%
U.S. companies are not well managed 40% 35 18 7 = 100%
Insufficient cooperation between
the U.S. government and business 34% 41 15 10 = 100%
Too much government regulation of
U.S. business 33% 42 17 8 = 100%
U.S. workers are not well educated 23% 38 34 5 = 100%
Question49: | amgoingtoreadyouanumber of possiblereasonsfor theproblemsthat U.S businesses are

having incompetingwith other countries. For eachone, tdl meif youthinkitisamajor reason,
aminor reason, or not areasonat all for the problemsthat U.S. businessesarehavingin
competing with other countries.
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Among thetwo typol ogy groupsmost concerned about the problem, both tend to seeanumber of
factorsplayingarole, but thebluecollar critics--Disaffecteds-- aretougher on management than other
groupswhilethewhitecollar critics-- Seculars-- aretougher on Americanworkers. Disaffectedsare
especidly likely tocriticizeU.S. businessmenfor short-term thinking and poor management. The Seculars
aredisproportionately likely to criticizeworkersasbeing poorly educated and failingto haveasstronga
work ethic asoverseasworkers. |nkeepingwiththeir anti-government attitudes, the Disaffectedsa socite
"too much government regulation of business' as amajor reason for U.S. competitive problems.
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REASONS FOR U.S COMPETITIVE PROBLEMS, BY TYPOLOGY GROUP
% WHO SAY "A MAJOR REASON"

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor
U.S. businessmen put too
much emphasis on profits
in the short run 61% 57% 60% 62% 73% 55% 38% 67% 65% 67% 58% 59%

Workers overseas are
paid less 61% 69% 64% 63% 62% 52% 42% 59% 66% 62% 51% 63%

The value of the U.S.
dollar against other
currencies 52% 46% 55% 53% 51% 45% 44% 53% 56% 54% 51% 57%

Too many corporate
takeovers in the
U.S. 52% 39% 60% 49% 61% 48% 40% 43% 50% 63% 57% 53%

Stronger work ethic
abroad 48% 60% 54% 45% 47% 38% 36% 66% 54% 48% 39% 42%

U.S. companies are
not well managed 40% 33% 43% 30% 56% 39% 25% 59% 40% 36% 41% 42%

Insufficient cooperation
between the U.S.
government and
business 34% 25% 32% 35% 46% 29% 23% 24% 29% 42% 42% 34%

Too much government
regulation of U.S.
business 33% 28% 43% 33% 45% 26% 23% 13% 27% 37% 47% 32%

U.S. workers are not
well educated 23% 20% 21% 19% 25% 31% 14% 35% 25% 16% 29% 23%

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209
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Intheopinion of America'sleadership, too much emphasison short-term profitsisthemost critical
factor. Government, corporateandfinancia leadersdl ratethisreason asmostimportant. Corporateleaders
also blametoo much government regul ation and afail ure of government to be more co-operativewith
business. Government leadersaremorelikely to cite cheap foreignlabor, astronger work ethic abroad, and
poor management of U.S. companies. Financial leadersgivemore emphasistotheexchangerateandto
excessive government regulation.

Evd uating thesesamefactors, foreigninvestorsgenerdly seeshort-sghtednesson thepart of U.S.
businessmen and the strength of thedollar asthetwo key factors. The Dutch areespecidly likely tocitethe
vaueof thedollar. The Canadiansand the Britishwould add differencesinthework ethic and chegpforeign
[abor tothat list. Interestingly, the Japanesearemorelikely than theother foreigninvestorsto seetakeover-
maniain the U.S. as an important factor, but very few call it the most important factor.
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U.S. COMPETITIVE PROBLEMS
% WHO SAY "A MAJOR REASON"

Opinion Leaders Overseas Leaders
Total Bus. Fin. Govt. Japanese British Dutch Canadian

U.S. businessmen put

too much emphasis

on profits in the

short run 66% 56% 71% 70% 72% 50% 65% 56%
Too much govt regulation

of U.S. business 41%  52% 50% 22% 0% 4% 8% 7%
Insufficient cooperation

between the U.S. govt

and business 40%  56% 27% 37% 4% 0% 12% 7%
Stronger work ethic

abroad 37% 36% 33% 41% 16% 35% 27% 33%
The value of the U.S.

dollar against other

currencies 33% 20% 40% 39% 24% 35% 73% 41%
Workers overseas are

paid less 33% 30% 27% 41% 28% 46% 35% 48%
U.S. companies are not

well managed 25%  10% 25% 39% 16% 19% 15% 11%
U.S. workers are not

well educated 24%  22% 23% 27% 12% 8% 27% 15%
Too many corporate

takeovers in U.S. 23%  22% 15% 33% 52% 35% 27% 4%
Total Respondents (153) (50) (52) (b1 (25) (26) (26) 27

Question 11 - Opinion Leaders Questionnaire
Question 12 - Overseas Investors Questionnaire
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Preferred Approach To Improve U.S. Productivity

Boththepublicanditsleadersgenerdly believethat abetter trained work forceiskey tomakingthe
U.S. economy more productiveand meet the challenge of foreign competition. Presented withalist of four
public policy options, amgjority of Americans(54%) choose"improving educationandjobtraining” asthe
best policy for improving productivity intheU.S. Noneof thethreeother optionscamecloseasapreferred
approach: 14%favor investment in new plantsand equipment, 13%favor reducing theleve of government
regulation, and 11% favor spending more on research and development.

Opinion leadersa so emphasizeimprovement of educationandjobtraining, but by a smdler margin.
A plurdity (42%), overdl, see education asdeserving the most attentionwhileabout aquarter (24%) believe
investment innew plantsand equipment asmorecritical. Government leadersaremost solidintheview that
abetter educated work forceiskey. Corporateleadersaremost divided on how to best proceed -- 34%target
education, 26% favor investment in new plants and equipment.

Among all segmentsof thegenera population -- including Republicansand Democrats, young
peopleand older Americans, thewell-informed and thelesswell-informed -- improving education and job
training topsthelist for improvement. Among thetypology groups, theliberal, pro-socia spending Sixties
Democratsaremost solidly of thisview. Least solidintheir viewsarethe pro-private sector Enterprisers,
who areamogt aslikely totarget upgrading plantsand equi pment (22%) or increasing funding for research
and devel opment (16%). Theanti-government Disaffectedsaremost likely tofeel reducing government
regulation will produce the largest productivity gains (22%).

Overseasinvestorsfromthefour countriesdivideintheir opinionsonthisissue. A majority of the
Japanese (52%) agreewiththe U.S. view that improving educationisthekey. A majority of theBritish
(54%) think theU.S. should focusmoreoninvestinginnew plants. The Dutch divideabout equaly between
thesetwo policy dternatives. The Canadiansareuniqueintheemphas sthey put onincreasing spending on
research and development. One-third (33%) favor this approach, while about as many (30%) favor
improving education.
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ATTITUDES TOWARD IMPROVING U.S. PRODUCTIVITY

General Opinion Leaders Overseas lInvestors
Public Total Bus. Fin. Govt. Japanese British Dutch Canadian

Best Policy
Improving education

and job training 54% 42%  34% 44% 49% 52% 23% 42% 30%

Investing in new plants
and equipment 14 24 26 21 23 28 54 35 22

Reducing government
regulation of U.S.
business 13 11 16 12 6 0 8 4 4

Increasing
expenditures on
research and

development 11 14 14 13 16 12 8 8 33
None (VOLUNTEERED) 2 3 4 0 4 4 4 4 7
Don™t know _6 _6 _6 10 _2 _4 _4 _8 _4

100% 100% 100% 100% 100% 100% 100%  100% 100%
Total Respondents (2048) (153) (50) (52) (51) (25) (26) (26) @n

Question 53 - General Public Questionnaire
Question 16 - Opinion Leaders Questionnaire
Question 19 - Overseas Investors Questionnaire
Question wording:

In your opinion, which is the best policy for improving productivity in the U.S?
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Attitudes Toward Foreign Investment

Americasleadersseeforeigninvestment intheU.S. asanimportant source of capital that haskept
peopleempl oyed and the economy expanding at atimeof large government deficitsand alow personal
savingsrate. Predictably, foreigninvestorsthemselvesa so believethe U.S. benefitsfromtheir activities.
But the public hasastrikingly different, and overwhelmingly negative, opinion about foreigninvestmentin
theU.S. They seetheissuein nationdistic terms-- foreignersbuying their country out fromunder them--
and see it asathreat to national security.

When asked whether they feel, in general, ownership of U.S. companiesby foreigninvestorsisa
good thing or abad thing for the country, asolid mgority of opinion|eaders(58%) say they |ook favorably
uponit, citing thecountry'sneed for capital, theboost it providesto theeconomy, and abelief that it fosters
fairtrade. Postivefedingsabout foreigninvestment are particularly strong among financial leaders(69%).

By afour-to-onemargin (70%vs. 18%), the public disagreesthat foreign ownershipisagood thing
for America. Thebetter educated, more sophisticated €l ementsof thepopul ation aresomewhat lesslikely
to seethingsnegatively, but even among thetwo typology groupswho aremost well versed about economics
-- the Enterprisersand the Seculars-- amagjority feel foreigninvestmentis, on balance, bad for America.
Most negativeinther viewsof foreign ownership arethe protectionist Disaffecteds (79% bad) and the pro-
union New Dealers (81%).
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ATTITUDES TOWARD FOREIGN INVESTMENT IN THE U.S.

A Good Thing A Bad Thing Total
For The U.S. For The U.S. DK Total Respondents
General Public 18% 70 12 = 100% (2048)
Opinion Leaders 58% 26 16 = 100% (153)
Business 50% 26 24 = 100% ( 50)
Financial 69% 17 14 = 100% ( 52)
Government 55% 35 10 = 100% ( 51)
Typology Groups
Enterprisers 33% 59 8 = 100% (202)
Moralists 17% 73 10 = 100% (249)
Upbeats 22% 71 7 = 100% (236)
Disaffecteds 12% 79 9 = 100% (182)
Bystanders 14% 66 20 = 100% (160)
Followers 21% 55 24 = 100% (109)
Seculars 27% 58 15 = 100% (107)
60"s Democrats 24% 63 13 = 100% (190)
New Dealers 12% 81 7 = 100% (272)
God & Country
Democrats 17% 67 16 = 100% (132)
Partisan Poor 9% 76 15 = 100% (209)

Question 47 - General Public Questionnaire
Question 17 - Opinion Leaders Questionnaire

Question wording:
Lately, therehasbeenalot of talk about investor sfromother countriesowning companiesin
theU.S Ingeneral, doyoufed thisisagoodthingfor theU.S, or doyoufed itisabadthing
for the U.S.?
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Americanswhofeel negatively about foreigninvestment most often explaintheir position by
express ng the sentiment that Americans, not foreignersshould own America(36%). Next most often, they
citeathreat to nationa security (20%) and alossof U.S. economic power (17%). Theminority whoview
foreigninvestment positively seeitsgood points primarily asjob creation (36%) and stimulation of theU.S.
economy (28%).

WHY FOREIGN INVESTMENT IN THE U.S. IS"A BAD THING"

General Public
Americans should own America 36%

Threat to national security/

Control of country 20
Loss of economic power/Influence 17
Profits go overseas 13
Loss of jobs 11
Unfair competition 6

Self-interest/Lack of interest in

the U.S. 4
Other 8
Don"t know _ 4

119%*
Total Respondents (1441)

* Adds to more than 100% because multiple responses accepted.
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WHY FOREIGN INVESTMENT IN THE U.S. IS A "GOOD THING"

General Public

Creates jobs/More employment 36%
Stimulates our economy 28
Forms international bond 12

Creates open market/Encourages
fair trade 10

Share knowledge with U.S. 7

Motivates U.S. to produce quality
products 6

Need foreign capital/U.S. capital
insufficient 4

Foreigners have a vested interest in

the U.S. 4
Better than Americans at what they do 3
Other 8
Don"t know _ 5

123%*
Total Respondents (364)

* Adds to more than 100% because multiple responses accepted.
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Burden Sharing

Conggtent withalong history of feding that theU.S. doestoo much on behalf of itsallies, thepublic
fed sthat neither Japan nor the countries of Western Europeare contributing enough totheir own defense.
Fewer than one-in-four feel that way about Europe (23%) and even fewer (13%) believethat Japanis
shouldering enough responsibility for the defense of the Pacific region.

ATTITUDES TOWARD JAPAN'S AND WESTERN EUROPE'S CONTRIBUTION
TO THEIR DEFENSE

General
Japan Public
Contributing enough to defense of
Pacific region 13%
Not contributing enough 58
Don"t know 29
100%
Countries Of Western Europe
Contributing enough to their own defense 23%
Not contributing enough 58
Don"t know 19
100%
Total Respondents (2048)

Question 54: Do you think Japan is contributing enough to the defense of the Pacific region, or not?

Question 55: Doyouthinkthecountriesof Western Europearecontributing enoughtotheir own defense,
or not?
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Inturn, most (73%) favor the U.S. asking Japan andits European alliesto take moreresponsibility
for their own defense. Thereisconsensusonthisissueinevery major popul ation group, and theopinion
leaders interviewed favored the proposal almost universally.

ATTITUDES TOWARD BURDEN SHARING

General Opinion
Public Leaders
Western European Countries And Japan
Take More Responsibility For Defense
Favor 73% 95%
Oppose 15 3
Don"t know 12 2
100% 100%
Total Respondents (2048) (153)

Question 57 - General Public Questionnaire
Question 26 - Opinion Leaders Questionnaire

Question wording:
Wouldyoufavor or opposetheU.S asking Western European countriesand Japantotake
mor e responsibility for military defense?

Whentheissueof Japan'srearmament isaddressed inthe context of itscurrent prosperity vs. its
history asan aggressor nation, the public till favorsmoremilitary responsibility for Japan. Evenasolid
majority of those over 65 years of age support Japanese rearmament.

ATTITUDES TOWARD GIVING JAPAN INCREASED RESPONSIBILITY FOR
DEFENSE

General Age
Public Under 30 30-49 50+ 65+

Japan should take more

responsibility for defense 65% 63% 68% 62% 57%
Japan should not be allowed
to build up its defense 24 27 21 27 31
Don®t know 11 _10 A1 11 12
100% 100% 100%  100% 100%
Total Respondents (2048) (362) (800) (877) (455)

Question 56: Somepeoplefed that Snce Japan hasprospered economicallyinrecent years, it should take
onmorerespongbility for itsown defense. Othersopposeagreater rolefor Japaninitsown
defense, becausethey fedl it might becomean aggressor nation again. \Which view comes
closer to your own?
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Although concern about Japanese militarismisnot strong enough to thwart support for increased
burden sharing, American nationdismis. Mg ority support for increased dlied and Japaneseresponsbility
slipsto 42% when the consequenceisdescribed as"Evenif it meansthe U.S. would no longer bethe
dominant power anongalied nations™ Incontrast, opinion leaderscontinueto support burden sharing, even
inthiscontext, asdo the better educated e ementsof thegeneral public. Asthetablebelow shows, thisis
oneof thefew issuesonwhich Enterpriser Republicans, SixtiesDemocratsand Secularsexpresssimilar
opinions and are at odds with their partisan brethren.

ATTITUDES TOWARD BURDEN SHARING

Favor Even If The U.S. Is Not The #1
Military Power Among Allied Nations

Total
Favor Oppose Don"t Know Total Respondents
General Public 42% 39 19 = 100% (2048)
Opinion Leaders 63% 33 4 = 100% (145)
Typology Groups
Enterprisers 60% 27 13 = 100% (202)
Moralists 42% 43 15 = 100% (249)
Upbeats 34% 52 14 = 100% (236)
Disaffecteds 40% 42 18 = 100% (182)
Bystanders 29% 49 28 = 100% (160)
Followers 23% 27 60 = 100% (109)
Seculars 62% 27 11 = 100% (107)
60"s Democrats 59% 27 14 = 100% (190)
New Dealers 41% 41 18 = 100% (272)
God & Country Democrats 41% 44 15 = 100% (132)
Partisan Poor 36% 37 27 = 100% (209)

Question 58 - General Public Questionnaire
Question 27 - Opinion Leaders Questionnaire

Question wording:
Wouldyoufavor or opposethe U.S asking Wester n Eur opean countriesand Japanto takemoreresponsbility
for military defense, evenif it meant that the United Sateswould nolonger continueto bethedominant military
power among allied nations?

Whenthe publicisasked theconcrete question of whether they would favor removing thetroops
fromWestern Europeand K oreaasameansof reducing thebudget deficit, amgority (54%) favored theidea
and another 26% said they would go along with the proposition as a last resort.
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ECONOMIC JOURNALISM

Opinions Of Economic Journalism

Americansgenerdly givenewsorgani zationsfavorablereviewsfor their coverageof economicand
businessnews. Among those surveyed, positiveratingsof pressperformance exceed negativeratingsby a
bigmargin-- 66% "excdlent” or "good" vs. 29%"only fair" or "poor.” U.S. opinionleaders, especialy those
ingovernment, arefar lesspositiveintheir evaluations, with only half (50%) giving economicjournalism
positive grades.

Overseasinvestors, with theexception of the Canadians, are much morepositivethan U.S. opinion
leaderswhen asked to ratethe economic and businesspressin their respective countries. Investors ratings
for economicjourndismin Canadaareon par with U.Sopinionleaders eva uationsof the Americanbusiness
press.

OPINIONS OF ECONOMIC JOURNALISM

General  Opinion Overseas Investors
Public Leaders Japanese British Dutch Canadians

Economic And
Business News

Excellent/Good 66% 50% 72% 88% 69% 52%
Only fair/Poor 29 49 28 12 31 44
Don"t know _5 _1 _ 4 _ 0 _ 0 _4

100% 100% 100% 100%  100% 100%

News About Government
And Politics

Excellent/Good 71% 53% 48% 85% 58% 55%
Only fair/Poor 26 46 52 16 39 41
Don"t know _3 1 _0 _0 _4 _4

100% 100% 100% 100%  100% 100%

Total Respondents (2048) (153) (25) (26) (26) 27

Question 61 - General Public
Question 31 - Opinion Leaders
Question 24 - Overseas Investors

Question wording:
I'dlikeyoutoratethejob newsorganizationsgenerally doin covering somedifferent news
topics. First, howwouldyouratethejobtheydoincovering...INSERT X'ED I TEM). Do
you think they do an excellent job, a good job, only a fair job, or a poor job?
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Both thepublicand U.S. opinionleadersbelievethat newsorgani zationsdo about asgood ajob
covering economicsasthey doin covering government and politics. Sportscoveragereceivesthehighest
rating from Americans. Asagroup, membersof the publicwho aremoreknowledgeabl e about economic
meattersdon't differ al that much fromthelesswell-informedintheir overdl ratingsof economicjournaism.
Thetwo most knowledgesbl etypol ogy groups, however -- who appear equaly interested in economictopics
and equally likely to read the business pages-- differ significantly intheir evaluations. Two-thirdsof the
conservative, pro-bus nessEnterprisers(67%), compared with 55% of theliberal, environmentalist Seculars
are generally pleased with the quality of U.S. economic journalism.

RATINGS FOR THE COVERAGE OF ECONOMIC AND BUSINESS NEWS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

Rating

Excellent 14 11 12 18 10 7 19 17 19 14 25 12
Good 52 56 60 55 47 51 47 38 44 59 48 55
Only fair 24 21 23 21 26 27 17 36 28 21 22 23
Poor 4 10 2 3 9 4 4 5 6 3 1 3
Don*"t know 5 2 3 2 8 10 13 4 3 4 4 7

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question 61:  How would you rate the job news organizations generally do in covering the following topic?

Positive eval uations notwithstanding, the American public believesthat newsorganizationsoften
report economic opinionsasif they werefacts; only 29% believethat newsorganizationsare careful not to
dothat. American elitesagree-- over two-thirdsof opinionleaders(71%) feel the businesspressoften
mi sreportsopinion about theeconomy as factual material. Bitie Enterprisers are subdantialy more likdy
tobecritical of economicjournalismfor confusing opinionwith fact than arethe Seculars, agroup that
generally holds more negative attitudes toward the press.
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Comparedwith U.S. opinion leaders, foreigninvestorsoverseasare somewhat lesscritical of the
businesspressintheir countriesfor failingto keepfactsseparatefromopinions. TheDutch pressisrated
most favorably in this respect, while the British and Japanese press fare |least well.

COVERAGE OF ECONOMIC AND BUSINESS NEWS

News Organizations

Careful Not To

Present Opinion Often Report Total
As Fact Business As Fact DK Total Respondents
General Public 29% 58 13 = 100% (2048)
Opinion Leaders 27% 71 2 = 100% (153)
Overseas lInvestors
Japanese 36% 52 12 = 100% ( 25)
British 38% 58 4 = 100% ( 26)
Dutch 65% 31 4 = 100% ( 26)
Canadians 48% 44 7 = 100% (27)

Question 62 - General Public
Question 31 - Opinion Leaders
Question 25 - Overseas Investors

Question wording:
| have a few specific questionsabout news cover age of economic and businessnews. In
reporting on economic and businesstopics, do you think newsorganizationsaregenerally
careful not to present economic opinion asifit werefact, or doyou think they often report
economic opinion as if it were fact?

BoththeU.S. public and opinionleadersbelievethat economicjournadistsofteninfluencethestory
they aretryingto cover. Roughly sixintenthink that theway newsorgani zationsreport on theeconomy and
bus nesshasanimportant effect on the state of theeconomy itself. Themoreknowledgeableandthosewho
moreclosaly follow businessand financid news, including the 60's Democrats, the Secularsand to al esser
degreethe Enterprisers, areeven morepronethan other Americansto see newscoverage of economics
having a major effect on the economy itself.
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A mgjority of the Japanese (72%) seetheir countries businesspressashaving amgjor impact onthe
economy, but investorsfromtheother countriesarelesslikely to seethingsthat way. TheBritisharedivided
onwhether their presshassuchinfluence, whilelargemgjoritiesof the Dutch (81%) and Canadians (63%)
don't see news reporting as significantly affecting economic conditions.

INFLUENCE OF NEWS ORGANIZATIONS' COVERAGE ON
THE STATE OF THE ECONOMY

Coverage Of Economic And Business News:
Has An Important Has Little

Influence On The Influence On The Total
State Of Economy State Of Economy DK Total Respondents
General Public 60% 30 10 = 100% (2048)
Opinion Leaders 57% 42 1 = 100% (153)
Overseas lInvestors
Japanese 72% 20 8 = 100% ( 25)
British 50% 50 0 = 100% ( 26)
Dutch 19% 81 0 = 100% ( 26)
Canadians 30% 63 7 = 100% (27)

Question 63 - General Public
Question 32 - Opinion Leaders
Question 26 - Overseas Investors

Question wording:
Ingeneral, doyou think theway newsorganizationsreport on theeconomy and businesshas
animportant influenceon the state of theeconomy itself, or do you think theway news
organizationscover theeconomy and businessgenerally haslittleinfluence onthe state of the

economy?
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KNOWLEDGE AND ATTENTIVENESSTO ECONOMIC
AFFAIRS

Thesurvey contained aseriesof questionsto determinetheinformationleve of thepublic ontopics
suchasthefedera budget deficit, thefedera savingsandloan crisis, thetradedeficit, andforeigninvestment
intheUnited States. Theaimwasto establishtheamount of publicinformationthat underliesopinionfor
each of these economic issues.

Wefoundthreedistinct level sof knowledge about economic matters. thingsthat most Americans
know, thingsthat only the most knowl edgeabl e Americanscan answer correctly; and, thingsthat few
Americansindeed can answer correctly.

Things That Most Americans Know:

* The federal budget deficit islarger than it was ten years ago.

* Savings and loans institutions are having financial difficulties.

* Defenseisone of the largest components of the federal budget.

* The U.S. has atrade deficit with Japan.

* The amount of foreign investment in the U.S. hasincreased over the last ten years.

Things Only The Most Knowledgeable Know:

* Americans pay lessin income taxes than Western Europeans.
* Thegastax islower inthe U.S. than it isin Western Europe.
* The U.S. has atrade deficit with the countries of Western Europe.

Things Few Americans Know:

* The annual federal deficit is between 100 and 200 billion dollars.
* Foreign investors own less than 5% of privately-owned U.S. land.
* Social Security isone of the two largest areas of federal spending.
* The U.S. has atrade deficit with Canada.
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The Federal Savings And Loan Crisis

Respondentsweregivenalist of four financid institutionsand asked to namethe onethat had been
inthenewsbecause of concernsabout bankruptcy. Three-quarters(73%) of thepublic correctly identified
savings and loans as the institution having financia difficulties.

Among thetypol ogy groups, thoseleast likely to givethe correct responseincludethe Bystanders
(57%), the Followers (51%), and the God and Country Democrats (57%) -- groupsthat haveahigher
concentration of blacks, younger people, thelesswell-educated, and those of lower incomelevels. In
contrast, thepolitically sophisticated Enterprisers (89%), Seculars(84%), and 60's Democrats (84%) were
much better informed about thistopic. Midwesternersweresomewhat morelikely than peoplelivinginother
regions to know about the financial difficulties of savings and loans (82% vs. 71%).

KNOWLEDGE ABOUT THE FINANCIAL DIFFICULTIES OF SAVINGS AND LOANS

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor

In The News

Correct response 73% 89% 81% 74% T77% 57% 51% 84% 84% 75% 57% 68%
(Savings and Loans)

Incorrect response 18 7 12 18 17y 29 27 11 12 17 27 16

Don"t know 9 4 7 8 6 14 22 5 4 8 16 16

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question20:  Tothebest of your knowledge, which oneof thesefinancial ingtitutionshasbeen inthe news
because of concernsabout bankruptcy? (Largebrokeragehouses, commercial banks; savings
and loans; insurance companies)
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The Federal Budget: Spending And The Deficit

Four-in-ten (81%) areawarethat the government isspending moremoney thanit takesinthisyear,
andasimilarly largeproportion (74%) of the public realizesthat thisdeficitislarger thanit wastenyears
ago. Educationand ageareparticularly strong discriminatorson thisquestion, with the college-educated
(87%) and older people (78%) being more aware of increases in the size of the deficit.

KNOWLEDGE ABOUT THE FEDERAL BUDGET DEFICIT

Education Age
Less
College Other H.S. Than  Under
Total Graduate College Graduate H.S. 30 30-49 50+

Federal Budget

Deficit

Aware of deficit 81% 91% 85% 79% 74% 75% 81% 85%
Deficit is larger 74 87 78 72 63 65 75 78
Deficit is smaller 3 3 3 3 4 4 3 3
Don"t know 4 1 4 4 7 6 3 4

Unaware of deficit 19 9 15 21 26 25 19 15

100% 100% 100% 100% 100%  100% 100% 100%
Total Respondents (2048) (425) (386) (822) (412) (362) (800) (877)

Question23:  Doyou happento knowif thefederal governmentisspending moremoney thanitistakingin this
year or spending less money than it istaking in?

Question24:  Whenthefederal government spendsmorethanittakesinthatiscalleda"deficit." Do you
happen to know if the deficit is larger or smaller than it was ten years ago?
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When givendifferent dollar rangesfor the size of theannual federal budget deficit, only one-fifth
(18%) know that the deficit isbetween 100 and 200 billiondollars. A significant number overstatethesize
of theannual deficit, asone-fifth (18%) think it isbetween 200 and 300 billion dollars, and nearly three-in-
ten (28%) say itismorethan 300 billiondollars. Interestingly, the college-educated did not do much better
than theleast well-educated on thisquestion (25%vs. 14%). Indeed, among themore sophisticated typology
groups, only the Seculars were significantly more likely to know the correct dollar range for the deficit.

KNOWLEDGE ABOUT THE SIZE OF THE FEDERAL BUDGET DEFICIT

Annual Federal Budget Deficit General Public
Less than 100 billion dollars? 3%
Between 100 and 200 billion dollars? 18
Between 200 and 300 billion dollars? 18
More than 300 billion dollars? 28
Don"t know 14
Unaware of the deficit 19

100%

Total Respondents (2048)

Question 26: Do you happen to know if the annual federal budget deficit is currently:

Onardated question, respondentsweregiven alist of seven areasof government spending, and they
wereasked to namethetwo areasthat account for thelargest share of federal spending. Only oneinfive
could correctly identify both defenseand social security asthetwotop spending areas. Seculars(40%) and
Enterprisers (36%) were twice as likely as the general public to successfully give both spending areas.

Four-fifthsof the respondents (81%o) were ableto namedefense as one of themagjor spending aress,
but only one-quarter (27%) of Americansrealizethat social security isthe other major spending area.
Interestingly, thereiswidespread misperception about theamount of money that isspent onInternational
affairgForeign Aid." One-half of Americansnamed thisareaasoneof thetop spending areasinthe budget.

God and Country Democratswerelessapt to citenational defense, but large numbersindicated
Internationd Affairs/Foreignaid and Medicareasoneof thelargest sharesof federa spending. ThePartisan
Poor were the least likely to name Socia Security as atop budget area (17% vs. 27%), perhaps a
consequence of their lower income level.
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KNOWLEDGE ABOUT FEDERAL SPENDING, BY TYPOLOGY GROUP

Mora Up- Dis- By- Fol- Secu 60"s New God/ Part
Ttl Entp list bts aff stnd low lars Dems Deal Ctry Poor
Largest Share Of
Federal Spending
Named both National
Defense and Social

Security 20% 36% 20% 20% 19% 8% 16% 40% 20% 21% 10% 14%
National Defense 81 88 80 90 76 74 70 91 93 84 57 84
Social Security 27 40 26 25 27 19 28 44 23 25 29 17
International 50 36 45 58 55 52 46 32 58 45 46 57

affairs/Foreign aid
Medicare 14 9 12 10 10 19 20 14 12 13 30 17

Financial aid to the 10 9 16 6 14 10 15 4 5 9 14 8
needy

Agriculture 4 4 2 2 7 3 3 4 3 7 4 3

Veteran®s benefits 3 5 4 2 1 5 6 4 1 5 4 2
and services

Don"t know 4 3 5 2 4 4 5 2 1 4 8 5

Total Respondents 2048 202 249 236 182 160 109 107 190 272 132 209

Question28:  Doyou happen to knowwhich two areasof gover nment spending account for thelargest share
of federal spending?
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Respondentsa so have misperceptionsabout the current status of the Social Security budget. While
nearly half redizethat theamount of money collected for Socia Security isgreater thantheamount paid out
to reci pients (45%), anequaly large number believethereiseither adeficitin Socia Security funds(28%),
or the amount collected is equal to the amount paid out (16%0).

| nterestingly, the more sophisticated, higher socio-economic groupswereno morelikely thanthe
public asawholeto know about the Socid Security surplus. Instead, the God and Country Democrats (56%)
and the Disaffecteds (53%) werethemost knowledgeable onthissubject. Moreover thoseover 50 yearsof
age were more likely than younger people to know about the Social Security surplus (52% vs. 41%).

KNOWLEDGE ABOUT THE SOCIAL SECURITY SURPLUS

Social Security Surplus General Public
The amount collected is greater than

the amount paid out 45%
The amount collected is less than the

amount paid out 28
The amount collected is about equal to

the amount paid out 16
Don"t know 11

100%

Total Respondents (2048)

Question 27: Tothebest of your knowledge, istheamount of money collected frompayroll taxesfor Social
Security greater than theamount thegover nment paysout to peoplereceving Social Security,
ORistheamount collected |essthan theamount paid out, ORistheamounted coll ected about
equal to the amount paid out?
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International Trade

Morethan eight in ten respondents (83%) areawarethat the U.Shasatrade deficit with Japan, an
increasein knowledgefrom 1987, when 70% gavethissameresponse. However, thereislessknowledge
about traderel ationswith South K orea, the countries of Western Europe, and Canada, asexemplified by the
fact that for each country more than one-fifth offer no opinion.

One-hdf (53%) of respondentsredizethat weare currently running atradedeficit with South Korea,
Inregardtothe countriesof Western Europe, only 38% are cognizant of aU.S. tradedeficit, whileone-
quarter (27%) areunder theimpressionthat the U.S. hasatrade surplus. The Disaffecteds, who expressed
themost concernabout "losing ground” on thetrade deficit problem (53%), areamong thosemost likely to
be aware of the trade deficit with South Korea and with the countries of Western Europe.

Thegreatest misconception liesinknowledgeabout U.S. tradewith Canada-- only 16% areaware
of theU.S. tradedeficit. Morethantwo-fifths(43%) believethereisatrade surpluswith our northern
neighbor, and an additiona one-fifth (20%) think that tradeisbalanced. Moreover, thewell-educated and
thosewho pay attention to economic affairs-- the Enterprisers, the Secularsand the60'sDemocrats-- are
no more likely than the general public to offer the correct response on thisitem.

KNOWLEDGE ABOUT U.S.TRADE DEFICITS

Trade Trade Trade Don"t
Surplus Deficit Balanced (VOL.) Know Total
Japan 8% 83 1 8 = 100%
Canada 43% 16 20 21 = 100%
The countries of 27% 38 12 23 = 100%
Western Europe
South Korea 18% 53 5 24 = 100%

Question 42: WhentheUnited Satessdllsmoregoodsto other countriesthanit buysfromthem,ithas a
tradesurplus. When the United Satesbuysmoregoodsfromother countriesthanit sdlsto
themit hasatradedeficit. For thefollowing countries, tell meif you think the United States
has a trade surplus or a trade deficit?
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When asked to makeinternational comparisons, Americans knowledgeisreatively weak. Fewer
than four-in-ten (37%) know that Americanspay asmaller percentage of their incomeintaxesthan dothe
citizensof Western Europe. Anequal proportion of people (38%) think Americanspay more, whileone-
guarter either believethereisno difference or do not offer an opinion. Thoseleast apt to citethecorrect
responseincludethe Bystanders, the Followers, the God and Country Democrats, and the Partisan Poor --
groups of lower socio-economic status.

KNOWLEDGE ABOUT INCOME TAXES PAID IN AMERICA

General Public

Americans pay more in taxes 38%
Americans pay less in taxes 37
No difference 10
Don"t know 15
100%
Total Respondents (2048)

Question 43: Comparedtotheditizensof VWestern Europe, doyou think Americanspay ahigher percentage
of their incomeintaxes, asmaller percentageof their incomeintaxes, or don't youthink
there's much difference in the percentage of their income that they pay in taxes?

Americansare somewhat more knowledgeabl e about gastaxes, with one-haf of respondents (53%)
being awarethat thetax on gasolineislower intheU.S. thanin Western Europe. One-fifth (21%) think the
gastaxishigherintheU.S. and one-in-tensaidit isabout the same (10%). Inadditiontotheexpected
differencesby education, income, and attentiveness, thisquestion showed larger differencesby gender than
apparent intheother knowledge questions. Maesweremuch morelikely than femalesto givethe correct
answer (63% vs. 45%).
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KNOWLEDGE ABOUT THE GAS TAX

Gas Tax In The U.S Compared To Western Europe:

About the Don"t Total
Higher Lower Same Know Total Respondents

General Public 21% 53 10 16 = 100% (2048)
Sex

Male 19% 63 9 9 = 100% (1025)

Female 22% 45 11 22 = 100% (1023)
Education

College graduate 12% 75 6 7 = 100% ( 425)

Other college 18% 56 10 16 = 100% ( 386)

High school graduate 22% 50 12 16 = 100% ( 822)

Less than high school 28% 40 10 22 = 100% ( 412)
Income

Under $15,000 23% 46 12 19 = 100% ( 423)

$15,000-%$29,999 23% 49 10 18 = 100% ( 740)

$30,000-%$49,999 19% 58 10 13 = 100% ( 556)

$50,000+ 13% 67 9 11 = 100% ( 311)

Question44:  ComparedtoWestern Europe, doyouthinkthetax ongasolineintheU.S ishigher, lower, or
about the same?

Foreign I nvestment

Nearly eight-in-ten (78%) realizethat there hasbeen anincreaseinforeigninvestmentin U.S.
companiesandred estateover the past tenyears. Whileinformationlevel onthistopicisquitehighamong
all demographic groups, itisparticularly strong among thewell-educated Enterprisers(91%) and 60's
Democrats (87%), and among Midwesterners (86%).

Infact, Americanstendto greatly overstateforeign ownership. Only 4% of respondentsareaware
that foreigninvestorsown lessthan 5% of privately owned U.S. land. Nearly one-third (29%) believethey
control between 5and 14 percent, and 44% say foreignersown 15% or moreof privately owned U.S. land.
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FOREIGN OWNERSHIP OF PRIVATELY OWNED U.S. LAND

Proportion Owned By

Foreign Investors General Public
Less than 5% 4%
5% to 9% 13
10% to 14% 16
15% or higher 44
Don"t know 23
100%
Total Respondents (2048)

Question46:  Doyou happentoknowwhat proportion of privately owned U.S real estateisowned by
foreign investors?

Attention

Inadditionto assessing the public'sgenera knowledge of economic affairs, the survey measured
leve of attentivenesstowardsvarioussocid, economic and politica issues. Fromalist of 11issuesthat have
beeninthenewsrecently, respondentsaremost inclined to pay agreat deal of attention to the problem of
crime(74%) and drugs(73%). Asrevealed e sawhereinthesurvey, thesetwoissuesareconsidered to be
among society'smost seriousproblems. In particular, blacks(81% and 83%) and women (78% and 76%,
respectively) aremorelikely thantheir counterpartsto pay agreat ded of atentiontotheproblemsof crime
and drugs.

Roughly half therespondentspay agresat dedl of attention to relationswith the Soviet Union (55%)
and environmentd pollution (48%), whilesomewhat fewer numbersclosely follow newsabout the Federd
Budget Deficit (45%), the Federal Savingsand Loan crisis(41%) andthe Trade Deficit (36%0). I1ssueswhich
attract theleast attentionincludethegreenhouse effect (29%), U.S. agricultura policies(22%), Third World
Debt (16%), and the economic and political unification of Western Europe (11%).
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ATTENTIVENESS TO TOPICS IN THE NEWS

A Great No
Deal of Only Some  Attention Don"t
Attention Attention At All Know Total
The problem of crime 74% 23 2 1 = 100%
The drug problem 73% 24 2 1 = 100%
U.S. relations with the
Soviet Union 55% 37 7 1 = 100%
Environmental pollution 48% 39 11 2 = 100%
The Federal Budget Deficit 45% 45 9 1 = 100%
The Federal Savings and Loan
crisis 41% 45 11 3 = 100%
The U.S. Trade Deficit 36% 46 15 3 = 100%
The greenhouse effect 29% 36 26 9 = 100%
U.S. agricultural policies 22% 49 26 3 = 100%
The Third World debt problem 16% 50 31 3 = 100%
The economic and political
unification of Western
Europe 11% 42 42 5 = 100%

Total Respondents: (2048)

Question 29: | amgoingtoreadyoualist of topicsthat have beeninthenewsrecently. For each one,
please tell me how much attention, if any, you pay to this topic.
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Differences By Group

Ingenera, education, income and age arethe strongest determinantsof what peoplepay attention
to. For example, thepolitically sophisticated Secularsaremorelikely thanthe publicasawholeto pay a
great dedl of atentionto U.S. relationswith the Soviet Union (65%), the U.S. Trade Deficit (47%), the Third
World debt problem (23%) and the unification of the Common Market Countries(18%). And giventheir
social agenda, itisnot surprising that Seculars(aswell as60's Democrats) also closealy follow newson
environmental pollution and the greenhouse effect.

Thepro-businessEnterpriserspay greater than averageattentionto U.S. rel ationswith the Soviet
Union (65%), the Federal Savingsand Loan crisis(52%) and theU.S. Trade Deficit (48%). TheGodand
Country Democrats, athoughlesswell-educated, indicate paying agreat deal of attention to the Federal
Savingsand L oan crisis(49%), U.S. agricultura policies(29%), and the Third World debt problem (28%).
However, ahighleve of reported attentivenessdoesnot necessarily correspond with grester knowledge, for
the God and Country Democratsweresgnificantly lesslikely toidentify savingsandloansastheinditutions
having financial difficulties.
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ATTENTIVENESS TO TOPICS IN THE NEWS, BY TYPOLOGY GROUP
% WHO PAY A GREAT DEAL OF ATTENTION

Ttl

A Great Deal
Of Attention
The problem of crime  74%

The drug problem 73%

U.S. relations with 55%
the Soviet Union

Environmental 48%
pollution

The Federal Budget 45%
Deficit

The Federal Savings 41%
and Loan Crisis

The U.S. Trade 36%
Deficit

The greenhouse effect 29%

U.S. agricultural 22%
policies

The Third World debt 16%
problem

The economic and 11%
political unification
of Western Europe

Total Respondents 2048
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Indices Of Knowledge About And Attentiveness To Economic Affairs

Anindex of knowledgeabout economic affairswas created by scoring respondentson their number
of correct responsesto thevariousknowledge questions (see Technica Appendix for detailed description
of Index). Respondentswerethen categorizedinto threegroups, according totheir level of information. A
smilar three point index was constructed for " Attention to Economic and Political Affairs’ (see Technical
Appendix).

Thetablebe ow showsthe correlates of both the knowledge and the attentivenessindices. Onthe
knowledgeindex, thewell-informed group ("high" onthe scale) are disproportionately male (68%), white
(95%), college-educated (36%), older (44%), and higher income (23%). Theknowledgeablearea so
somewhat morelikely tolivein the midwest and to be Republican, and nearly three quartersare newspaper
readers, compared to only one-half of the least-informed segment of the population.

TheEnterprisersand the Secul ars, two typol ogy groupswhose membersareideologically very
different, but who tend to be predominantly mal e, well-educated and affluent areamong the best-informed.
Theleast well-informed --the Followers, the Bystanders, the God and Country Democrats, and the Partisan
Poor -- are of lower socio-economic status and have a disproportionate number of blacks.
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CORRELATES OF KNOWLEDGE ABOUT, AND ATTENTIVENESS TO ECONOMIC
AFFAIRS

Knowledge Attention
Total Low Medium High Low Medium High
Sex
Males 48% 36% 45% 68% 38% 46% 60%
Females 52 64 55 32 62 54 40
Race
White 86% 76% 88% 95% 82% 88% 87%
Black 11 20 10 4 15 10 11
Education
College 19% 7% 17% 36% 10% 20% 24%
Other college 19 13 23 19 15 21 18
High school
graduate 40 45 40 32 43 39 39
Less than high
school 22 35 20 12 32 20 19
Age
Under 30 24% 32% 25% 12% 31% 25% 14%
30-49 40 39 40 43 42 41 37
50+ 36 29 35 44 27 33 49
Region
East 24% 29% 22% 23% 23% 26% 22%
Midwest 25 18 26 30 24 24 26
South 31 36 31 27 33 32 30
West 20 17 21 20 19 19 22
Income
Under $15,000 20% 27% 19% 14% 25% 18% 20%
$15,000-%$29,999 37 38 39 30 41 37 32
$30,000-%$49,999 27 24 26 32 23 27 30
$50,000+ 15 9 15 23 10 16 17
Party Id
Republican 31% 26% 30% 37% 25% 31% 36%
Independent 32 32 32 31 36 30 30
Democrat 38 42 38 32 39 39 34
Newspaper Readership
Read newspaper 60% 49% 59% 73% 48% 59% 71%
Don"t read
newspaper 40 51 41 27 52 41 29
Total
Respondents (2048) (526) (964) (558) (429) (1055) (564)
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TECHNICAL APPENDIX
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The Composition Of The Typology

For morethan ayear, the Gallup Organization hasbeen conducting extensveinterviewswith Americansin order
tolearn moreabout thebasi c val uesand orientationsthat structuretheir political thinking. Theoverriding purpose
of thiseffort wasto devel op amore meaningful way of describing the American electorate than thetraditional
conceptsof "liberal" and"conservative', "Democrat” and " Republican.” Although party affiliation remainsthe
singlebestindicator of voters candidate preferencesaswell asthe best individual measureof political behavior,
thisresearch hasfound that political preference and opinionsonissuesare morefully understood when an
individual's values and personal orientations are also taken into account.

Through extensiveresearch and fromanalysisof thefindingsof anationwide survey of over 4000 personal
interviews, Gallupidentified ninedimens onsthat animate public opinion. Threeof thesedimensionsarebasic
personal orientations while six are values.

Personal Orientations
Religious Faith: ameasure of belief in God.

Alienation: the degree of powerlessness, hopel essness, and thelack of trustin
government people fedl.

Financial Pressure: the degree of personal financial concern.

Values
Tolerance/l ntoler ance: thedegreeto which peoplevaluecivil libertiesand free
speech and the extent to which they accept others who choose a different life style.

Social Justice: beliefsabout socia welfare, social classstanding, and theroleof the
federal government in providing for the needy.

Militant Anti-Communism: perceptions about the threat of communism,
militarism, ethnocentrism, and the use of force to further American interests.
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Attitudes toward Government: beliefs about the size and effectiveness of
government.

American Exceptionalism: abdief in Americathat combinespatriotismwiththe
view that the United States has a boundless ability to solve its problems.

Attitudes toward Business Corporations. beliefs about American "big
business.”

TheTimesMirror typology was constructed by classifying peopleaccording totheseninebasic valuesand
orientations, by their party
affiliation and by their degreeof political involvement. A datistical techniquecalled”cluster analysis’ wasused
toidentify thesedistinct groupsof Americanvoters. Two groupsaresolidly Republican, four are Democratic, and
five are independent with two of them leaning Republican and two leaning Democratic.

The typology, then, consists of the following 11 groups:

CORE REPUBLICAN GROUPS

Enterprisers. Affluent, well-educated, and predominantly male. Thisclassic Republicangroupismainly
characterized by itspro-businessand anti-government attitudes. Enterprisersare moderate on questionsof
personal freedom, but oppose increased spending on most social programs.

Moraligts: Middle-aged and middle-income, thiscore Republican groupis militantly anti communist, and
restrictive on personal freedom issues.

REPUBLICAN-LEANING GROUPS

Upbesats. Y oungand optimistic, themembersof thisgroup arefirmbelieversin Americaandinthecountry's
government. Upbeats are moderate in their political attitudes but strongly pro-Reagan.

Disaffected: Alienated, pessmistic, andfinancidly pressured, thisgroup leanstoward the GOP camp, but it has
had historictiestothe Demacratic party. Disaffectedsare skeptica of both big government and big business,
but are pro-military.
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LOW INVOLVEMENT GROUP

Bystanders: Themembersof thisgroup areyoung, predominantly whiteand poorly educated. They neither
participate in politics nor show any interest in current affairs.

DEMOCRATIC-LEANING GROUPS

Followers: Y oung, poorly educated and disproportionately black. Thisgroup showslittleinterestinpolitics
andisvery persuadableand unpredictable. Althoughthey arenot critical of government or big business,
Followers do not have much faith in America.

Seculars. Thisgroupisuniquely characterized by itslack of religiousbelief. Inaddition, Secularsarestrongly
committed to personal freedom and aredovish ondefenseissues. Their level of participationin politics,
however, is not as high as one might expect given their education and their political sophistication.

CORE DEMOCRATIC GROUPS

60'sDemocrats. Thiswell-educated, heavily femaegroup hasastrong belief in socid justice, aswell asavery
low militancy level. Thesemainstream Democratsarehighly tolerant of viewsand lifestylesthey do not share
and favor most forms of socia spending.

New Dedlers. Older, bluecollar andreligious. Therootsof thisaging group of traditional Democratscanbe
traced back tothe New Deal. Although supportive of many social spending measures, New Dealersare
intolerant on social issues and somewhat hawkish on defense.

God & Country Demacrats: Thisgroupisolder, poor, and disproportionately black, with high numbers
concentrated inthe South. The PassivePoor haveastrongfaithin Americaand areuncriticd of itsingtitutions.
They favor social spending and are moderately anti-communist.

Partisan Poor: Very low income, relatively high proportions of blacks and poorly educated, thisloyal
Democratic group hasastrong faithinitsparty'sability to achieve socia justice. The Partisan Poor firmly
support all forms of social spending, yet they are conservative on some social iSsues.
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Enterprisers
Moralists
Upbeats
Disaffecteds
Bystanders
Followers
Seculars

60"s Democrats
New Dealers

God & Country
Democrats

Partisan Poor

Total

Sample Size

TYPOLOGY DISTRIBUTION

All Adults

April/May January May January
1987 1988 1988 1989
10% 10% 8% 9%

11 11 11 11

9 9 8 12

9 9 11 10

11 10 11 9

7 6 6 5

8 6 7 5

8 8 10 10

11 13 11 12

7 8 8 7

_9 10 9 _10
100% 100% 100% 100%
(4244) (2109)  (3021)  (2048)
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Enterprisers
Moralists
Upbeats
Disaffecteds
Bystanders
Followers

Seculars

60"s Democrats

New Dealers

God & Country
Democrats

Partisan Poor

Total

SAMPLE SIZE OF THE TYPOLOGY GROUPS

All Adults
April/May January May January
1987 1988 1988 1989
438 227 272 202
458 254 347 249
354 200 255 236
347 209 319 182
390 161 265 160
295 107 156 109
332 158 222 107
396 198 301 190
477 252 373 272
317 154 232 132
440 189 278 209
4244 2109 3021 2048
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Description Of The Indices

|. Knowledge of Economic Affairs

Thisadditiveindex classifiespeopleaccording to the number of correct responsesthey givetovariousquestions
about economic affairs. Index scale values were assigned as follows:

Maximum Possible

Points

1 Aware Savings and Loan in Crisis Q.20

1 Aware Budget Deficit is Larger Than 10 Years ago Q.23

1 Aware Budget Deficit is Between 100 and 200 billion Q.26

1 Aware of the Social Security Surplus Q.27

1 Aware that National Defense is one of Q.28
the two top spending areas in the Budget

1 Aware that Social Security is one of Q.28
the two top spending areas in the Budget

1 Aware of the U.S. Trade Deficit with Japan Q.42

1 Aware of the U.S. Trade Deficit with Canada Q.42

1 Aware of the U.S. Trade Deficit with the Q.42
countries of Western Europe

1 Aware of the U.S. Trade Deficit with South Korea Q.42

1 Aware that Americans pay a smaller percentage of Q.43
their income in taxes than do Western Europeans

1 Aware that tax on gasoline is lower in the U.S. Q.44
than in Western Europe

1 Aware that foreign investors own less than 5% of Q.46
14 U.S. privately owned real estate
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Thedigtribution of responsesranged from 0 (no correct answers) to 14 (all responsescorrect). Theseresponses
were collapsed and the following index was created:

Number of
Response Range Index Percent Interviews
9-14 High 28 558
6-8 Medium 47 964
0-5 Low 25 526
100% 2048

[l. Attention to Economic Affairs

For the Attentivenessindex, wecl assified repondentson the basisof thenumber of economicissueswhichthey
"pay agreat deal of attention” to.

Maximum Possible

Points Pay a Great Deal of Attention to (Q.39):
1 The Third World debt problem
1 The economic and political unification

of Western Europe

1 The U.S. trade deficit
1 U.S. agricultural policies
1 The Federal savings and loan crisis
1 The Federal budget deficit

1 U.S. Relations with the Soviet Union
7
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Thedistribution of reponsesranged from 0 (no correct answers) to 7 (all responsescorrect). Theseresponses
were collapsed, and the following index was created:

Number of
Response Range Index Percent Interviews
4-7 High 25 564
1-3 Medium 53 1055
0-5 Low 22 _429
100% 2048

lll. Measures of U.S. Competitive Position (Q.'s 38, 39)

Intheanalysis, weclassified peopleinto threegroupsbased ontheir viewsof present and futuretrendsin U.S.
competitiveness -- "Optimists,” "Pessimists,” and "No change.”

"Optimists" include: 1. Respondents who feel the U.S. competitive position will improve in the future.

2. Respondentswhofed theU.S. competitive position hasimproved over thelast ten
years, andthink it will either stay the same, or they don't offer an opinion about the
future.

"Pessimists” include:1. Respondents who feel the U.S. competitive position will worsen in the future.
2. Respondentswhofed theU.S. competitive position hasgotten worseover thelast

tenyears, and think it will either stay the sameor they don't offer an opinion about
the future.

"No change" includes: 1. Respondentswhofed that inthelast ten yearstherehasbeen nochange in the
U.S. competitive position, and they expect no change in the future, or
respondents who offer no opinion on the matter.
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Survey Methodoloqgy -- The General Public

For this Times Mirror Survey, face-to-face personal interviews were conducted among a nationally
representative sampl e of 2048 adultsduring the period from January 27, 1989 through February 5, 1989. The
margin of error due to sampling is + 2 percentage points.

THE GALLUP PERSONAL INTERVIEW
SAMPLE DESIGN

Thesampling procedureisdes gned to produce an gpproximeation of theadult civilian popul ation, eighteenyears
and older, living in the United States, except those persons in institutions such as prisons or hospitals.

Thedesign of thesampleisthat of areplicated, probability sampledowntotheblock level inthecaseof urban
areas, and to segmentsof townshipsinthe case of rural areas. Over threehundred samplinglocationsareusedin
each survey.

Thesampledesignincludessratification by thefoll owing seven size-of-community Strata, using 1980 Census
data: (1) incorporated citiesof population 1,000,000 and over; (2) incorporated citiesof population 250,000to
999,999; (3) incorporated citiesof popul ation 50,000 to 249,999; (4) urbanized placesnot includedin (1)-(3); (5)
citiesover 2,500 popul ation outs de of urbanized aress; (6) townsand villageswith lessthan 2,500 popul ation; and
(7) rural placesnot included withintown boundaries. Eachisfurther stratifiedintofour geographicregions: Eadt,
Midwest, Southand West. Withineach city size-regiond stratum, the popul ationisarrayedin geographic order
and zoned into equal sized groupsof sampling units. Pairsof localitiesare sel ected in each zone, with probability
of selectionfor eachlocdity proportiond toitspopul ation sizein thel 980 census, producing two replicated samples
of localities.

Separatdly for each survey, within each subdivision so selected for which block Satisticsareavailable, asample

of blocksor block clustersisdrawnwith probability of selection proportiona tothenumber of dwelling units. In
all other subdivisions or areas, blocks or segments are drawn at random or with equal probability.
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Ineach cluster of blocksand each segment so sel ected, arandomly selected Sarting point isdesignated onthe
interviewer'smap of thearea. Starting at thispoint, interviewersarerequiredtofollow agivendirectioninthe
selection of households until their assignment is completed.

| nterviewing isconducted at timeswhen adults, ingenerd, aremost likely to beat home. Interviewerswere
asked to make up to three calls at a specific address in order to complete an interview.

Allowancefor personsnot a homeismeadeby aweghting* procedurewnhich usesinformeation fromtwo sources:
respondents answersto aseriesof "timesat home' questionsand frominterviewer contact records. Thisprocedure
isastandard method for reducing the samplebiasthat woul d otherwiseresult fromunderrepresentationinthe
sample of persons who are difficult to find at home.

Thepre-gratification by regionsisroutindy supplemented by fitting each obtained sampletothelatest available
CensusBureau estimatesof theregiond distribution of thepopulation. Inaddition, minor adjusmentsof thesample
aremadeby educational attainment of men and women separately, based ontheannual estimatesof the Census
Bureau (derived from their Current Population Survey), and by age and race.

*  Politz, A. and Simmons, W., "An Attempt to Get the "Not at Homes" into the Sample without Callbacks", JOURNAL
OF THE AMERICAN STATISTICAL ASSOCIATION, Volume 44, (March, 1949), pp. 9-31.

138



COMPOSITION OF THE SAMPLE FOR THE PRINCIPAL SURVEY

Weighted Number of
Percentage Interviews
Sex
Male 47.8 (1025)
Female 52.2 (1023)
100.0
Race
White 86.3 (1814)
Black 11.4 (202)
Other 2.0 (22)
Undesignated .3 (10)
100.0
Age
18-29 years 23.5 (362)
30-49 years 40.4 (800)
50 years and older 35.7 877)
Undesignated .4 (©))
100.0
Education
College graduate 18.9 (425)
Other college 19.0 (386)
High school graduate 39.8 (822)
Less than high school graduate 22.2 (412)
Undesignated .1 3)
100.0
Region
East: Maine, New Hampshire, Rhode Island,
New York, Connecticut, Vermont,
Massachusetts, New Jersey, Pennsylvania,
West Virginia, Delaware, Maryland,
District of Columbia 24.3 (518)
Midwest: Ohio, Indiana, Illinois, Michigan,
Minnesota, Wisconsin, lowa, North Dakota,
South Dakota, Kansas, Nebraska, Missouri 24.5 (516)

South: Kentucky, Tennessee, Virginia, North
Carolina, South Carolina, Georgia, Florida,
Alabama, Mississippi, Texas, Arkansas,

Oklahoma, Louisiana 31.4 (655)
West: Arizona, New Mexico, Colorado, Nevada,
Montana, ldaho, Wyoming, Utah, California,
Washington, Oregon, Alaska, Hawaii 19.8 (359)
100.0
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Sampling Tolerances

Ininterpreting survey results, it should be borneinmindthat all sample surveysare subject to sampling error,
that is, theextent to which theresultsmay differ fromwhat would be obtained if thewhol e popul ation had been
interviewed. The size of such sampling errors depends largely on the number of interviews.

Thefollowing tables may be used in estimating the sampling error of any percentageinthisreport. The
computed all owanceshavetaken into account the effect of the sampledesign upon sampling error. They may be
interpreted asindicating therange (plusor minusthefigureshown) withinwhich theresultsof repeated samplings
inthesametime period could beexpected to vary, 95 percent of thetime, assuming the same sampling procedures,
the same interviewers, and the same questionnaire.

The first table shows how much allowance should be made for the sampling error of a percentage:
Recommended Allowance for Sampling Error
of a Percentage
In Percentage Points
(at 95 in 100 confidence level)*
Sample Size

2048 1800 1600 1400 1200 1000 800 600 400 200

Percentages near 10
Percentages near 20
Percentages near 30
Percentages near 40
Percentages near 50
Percentages near 60
Percentages near 70
Percentages near 80
Percentages near 90
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Thetablewould beusedinthefollowing manner: Let ussay areported percentageis33for agroup which
includes 1000 respondents. Thenwegoto row "percentagesnear 30" inthetableand go acrossto thecolumn
headed " 1000". Thenumber at thispoint is4, which meansthat the 33 percent obtainedinthe sampleissubject
toasampling error of plusor minus4 points. Another way of sayingitisthat very probably (95 chancesout of 100)
the true figure would be somewhere between 29 and 37, with the most likely figure the 33 obtained.

The chances are 95 in 100 that the sampling error is not larger than the figures shown.
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Incomparing survey resultsintwo samples, such as, for example, men and women, thequestion arisesasto how
largeadifference between them must bebefore one can bereasonably surethat it reflectsared difference. Inthe
tables below, the number of points which must be allowed for in such comparisons is indicated.

Two tablesare provided. Oneisfor percentages near 20 or 80; the other for percentages near 50. For
percentages in between, the error to be allowed for is between those shown in the two tables.

Recommended Allowance for Sampling
Error of the Difference
20% and 80%
In Percentage Points
(at 95 in 100 confidence level)*

Size of Sample 2048 1800 1600 1400 1200 1000 800 600 400 200
2048 3
1800 3 3
1600 3 3 3
1400 3 3 3 4
1200 3 3 4 4 4
1000 4 4 4 4 4 4
800 4 4 4 4 4 4 5
600 4 4 4 5 5 5 5 5
400 5 5 5 5 5 6 6 6 7
200 7 7 7 7 7 7 7 8 8 9
Recommended Allowance for Sampling
Error of the Difference
50% and 50%
In Percentage Points
(at 95 in 100 confidence level)*
Size of Sample 2048 1800 1600 1400 1200 1000 800 600 400 200
2048 4
1800 4 4
1600 4 4 4
1400 4 4 4 4
1200 4 4 4 5 5
1000 4 5 5 5 5 5
800 5 5 5 5 5 6 6
600 5 5 6 6 6 6 6 7
400 6 6 7 7 7 7 7 8 8
200 9 9 9 9 9 9 9 10 10 12

* The chance are 95 in 100 that the sampling error is not larger than the figure shown.
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Hereisan exampleof how thetableswould beused: Let ussay that 50 percent of menresponded acertain
way and 40 percent of women respond that way a so, for adifference of 10 percentage pointsbetweenthem. Can
wesay with any assurancethat the 10 point differencereflectsareal difference betweenthetwo groupsonthe
guestion? Let us consider a sample which contains approximately 400 in each of these groups.

Sincethe percentagesare near 50, we consult Table B, and sincethetwo samplesareabout 400 personseach,
welook for thenumber inthe column headed " 400" whichisa sotherow designated "400". Wefind thenumber
8here. Thismeansthat thealowancefor error should be8 points, and that in concluding that the percentageamong
menissomewhere between 2 and 18 points higher than the percentage among women, we should bewrong only
about 5 percent of thetime. 1n other words, we can concludewith considerable confidencethat adifferenceexists
in the direction observed and that it amounts to at least 2 percentage points.

If, inanother case, responsesamong agroup of 400 men amount to 22 percent and 24 percent inagroup of
400 women, we consult Table A becausethese percentagesarenear 20. Welook for thenumber inthecolumn
headed 400" whichisasointherow designated "400" and seethat thenumber is7. Obvioudy, then, thetwo-point
difference isinconclusive.
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Methodology For Opinion Leaders Survey

For the Opinion Leaderssurvey, 153 interviewswere conducted by tel ephoneduring the period January 26
through February 17, 1989. Thesurvey consisted of three subsamples. Chief Executive Officersof financial
ingtitutions (52), Chief Executive Officers of non-financial institutions (50), and government officials (51).

Thesampleof financial ingtitutionswasrandomly sel ected from the Fortune 500 Service Companiesand
included four typesof ingtitutions-- savingsand loans, insurance companies, commercia banks, and diversified
financial companies. For the"business" sample, companieswererandomly sel ected fromthenon-financial
ingtitutions of the Fortune 500 Service Companies, and from the Fortune 500 Industry list.

For thegovernment sampl e, the Congressmen and Senatorsfrom thefollowing committeeswere selected: Joint
Economic, Senate Budget, Senate Finance, Senate A ppropriations, House Budget, and House Waysand Means.
Alsoincludedinthegovernment samplewere senior officialsfrom the Office of Management and Budget, The
Department of Treasury, The Department of Commerce, and the Council of Economic Advisors.

Advancelettersweresent to al selected respondents, emphasi zing theimportance of thestudy and notifying
them that aninterviewer would be calling to make an appointment for aninterview. Although every effort was
madeto completeinterviewswiththe Chief Executive Officer, if he/shewasunavailable, other highranking
executives from the company were accepted as replacements.

Methodology For The Overseas Investors

TheOverseasInvestorssurvey wasadministeredin late January and early February by Gallup affiliatesinthe
countrieswiththelargest direct investmentintheU.S. For thesurvey, roughly 25telephoneinterviewseachwere
conductedinthe United Kingdom, the Netherlands, and Canada. Anadditional 25 were conducted in Japan,
employing amail methodology.

Thesampleincluded senior executivesfromthe corporationsthat invest most heavily intheU.S. A screener
guestionwas used to begin theinterview, whereby theinterviewer asked to speak with the personinthe company
who is most responsible for decisions concerning any investments or holdingsin the U.S.
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QUESTIONNAIRES
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