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STATEMENT BY JOHN J. SWEENEY
PRESIDENT, AFL-CIO
ON THE WORLD TRADE ORGANIZATION'S
NEW COMMITMENT TO CORE LABOR STANDARDS

December 12, 1996

The AFL-CIO welcomes the decision of the trade ministers in
Singapore that for the first time commits the World Trade
Organization's members to the observance of core labor standards.

These standards, which are understood to include freedom of
association, the right to organize and bargain collectively, non-
discrimination in the workplace and a prohibition on exploitative
child labor, are essential if the international trading system is

to raise living standards for working people around the globe.

The AFL-CIO is encouraged by the broadening consensus for
further work on these issues by the WTO.

We appreciate the outstanding efforts of acting U.S. Trade
Representative Charlene Barshefsky, which were key to progress in
the important area of worker rights. More remains to be done. We
continue to believe that the condition of workers should be an
integral part of trade relationships.

We, together with trade unions around tlie world will continue

to challenge governments and employers to live up to these basic |
labor standards by all the means at our disposal.
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CHART OF THE WEEK

Long-Term Trends in Union Membership
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Unions represented about a third of all employed workers in the decade fellowing
Waorld War lI, but they represent only about 14 percent today. Through the 1960s and
1970s, union membership continued to grow, but more slowly than employment. More
recently, membership has been falling. In 1996, 16.3 milllon workers were union
members, down from a peak of 20.2 million In 1978. Reasons for the decline include
increasing employment in less-unionized sectors (services), regions (the South), and
demographic groups (women), as well as intensified management opposition to unions
(see Weekly Economic Briefing, September 12, 1994).
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' CURRENT DEVELOPMENT

Trends in Union Membership and Earnings

At least three aspects of trends in union membcrship
o and earnings are noteworthy.
Unlon Membership

4s Membership trends. The overall
“’\____________/‘\— decline in membership has been
Ess 5 o concentrated in the private sector (see
ol upper chart). While the share of private
Sap sector workers who are union members
Ezo- fell from 16.5 percent in 1983 to
S| W 10.2 percent in 1996, the share of public
ol T sector workers has remained roughly
Yo constant at about 37 percent.

Compensation trends. Compensation has often
changed at different rates in the unionized and non-
unionized sectors of the economy (see lower chart).
During much of the 1980s, for example,
compensation grew more slowly in the unionized
sector than in the rest of the economy, and more
slowly than inflation. More recently, the trends have
been similar in both sectors. '

Real Compensation Growth by Union Status ~ Wage premium. Weekly eamings for
y - the typical unicnized worker were about
a third higher than those of the typical
non-unionized worker in 1996.- Part of
this difference reflects the fact that
unionized workers tend to be
concentrated in higher paying jobs (in
larger firms, wurban areas, - and
manufacturing and public utilities
industrie). Unionized firms faced with
higher wages may also have the ability to
L screen for and select workers with better-than-average - -
- : skills and training from the queue of workers seeking
union-wage jobs. Nevertheless, econometric studies
that try to control for these other factors suggest that
working in a unionized firm raises 2a worker’s
earnings by 10 to 15 percent. In short, being in a

union matters, even after taking other factors into
account. ‘

N W s

o =

'
-

4-quartsr percent change
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Weekly Economic Brieting 1 February 14, 1997
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TO: John Podesta
FROM:

Jonl'ﬁun&\\

DATE: December 20, 1996

RE: Avondale/NASSCO

At Gerry Shea’s request, I am sending you this memo that attempts to summarize the
disgraceful situations at the above two siipyards.

While the two situations are quite distinct ~ NASSCO concerns a long-time ccntract
dispute in a unionized yard while Avondale involves a brutal anti-union campaign against
workers who have been trying to unlonize for the first time -- they are related to the extent that
both companics arc operating under and completely dependeut upon contracts with the Federal
Government.

It is our view that the Government could and should make clear to these contractors that
it cannot accept the immoral and unlawful labor-relations policies that these two wholly
dependent contractors are conducting, and that in bothr cases they must immediately work out
their differences with the unions on mutually acceptable terms.

In one case — NASSCO -- the yard has been unionized for decades. The problem
involves a contract dispute that has been going on for several years, and where the main problem
has been the company’s resistance to retaining a union security provision that limits the rights
of non-members to be free-riders, enjoyiog all of the contract’s benefits without paylng thelr fair
share of tho costs of contract negotiation or administration. This provision had been in the
parties’ contracts for years, At various stages of the negotiation process, NLRB administrative
law judges have found the company to have engaged in unlawful, bad faith bargaining.

T
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With regard to Avondale, the union won an NLRB clection in May 1993, by a vote of
approximately 1,800 to 1,200 in a unit of over 4,000. The company challenged several hundred
ballots and filed 45 objections to the election. The NLRB hearing officer recommeaded
dismissal of all the company’s objections, and a resolution of the ballot challenges. It is
believed that the counting of thesc ballots will only widen the margin of union victory.

Ovor threc years have past, howover, and the Board has yet to certify the results of the
election. The company insisted on taking its challenged ballots and objections to 160 days of
hearings. Rriefs were filed in May of 1995, yet no decision has issued more than a year and
one-half later. :

In the meantime, the NLRB General Counsel investigated and found cause to issue
complaints on over 200 unfair labor practice charges filed between March, 1993 and December,
1994, all of which were consolidated for a hearing which concluded this past summer. These
include allegations of unfawful terminations, lay-offs, transfers, threats, intimidation,
surveillance, and other discriminatory treatment. Another consolidated unfair labor practice trial
consisting of some 83-100 charges occurring between December, 1994 and the present, 1S
scheduled to be heard this winter.

Moreover, Avondale has signaled, in a bid prospectus that it submitted in sccking a
multi-billion dollar contract for the Navy's LPD-17 semi-amphibious ship contract, that it plans
to exhaust all available court appeals before even bargaining with the union, once the Board
finally certifies. i

Meanwhile, at both NASSCO and Avondale, Defense Agency auditors have been
approving government reimbursement for millions of dollars of anti-union activities (such as
captive audience speeches during the Avondale carapaign) allegedly falling ia the category of
“indirect shipbuilding costs.” They have apparently told Avondale that for any of the unfair
labor practice cases that it wins, it wi'l be reimbursed for its attorneys fees; for those it loses,
no decision has yet been made.

It is impossible to imaginc thc Administration standing by if 4 major govermment
coniractor, over the course of three years, was found by the EEOC General Counscl to be
engaging in a pattern of racial and/or sexual discrimination violations on 300 or more scparate
occasions. Why should this be any different?

Furthermore, as noted, the list of unfair labor practice charges deemed meritorious by
the NLRB General Counsel includes some very serious discrimination allegations, including
major discriminatory layoffs, discharges, job reassignments, etc.

For your information, I am attaching an excerpt from Avondale’s LPD-17 bid prospectus
summary that demonstrates the company'’s obvious intention to mount court challenges to any
forthcoming NLRB certification. Also attached is a lewer on the subject sent to President
Clinton from several AFL-CIO affiliates’ general prosidents last May.

2
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We should stress that as misguided as the Government’s reimbursement policies are, the
problems at both NASSCO and Avondale are of a much deeper nature. As indicated above, we
believe the Governinent needs forcefully to make clear to these contractors that its anti-union
policies are just as intolerable as Mitsubishi's sexual harassment record or Texaco's racial
discrimination. And given NASSCO’s and Avondale’s near total reliance on the Government,
the Administration should take whatever stcps arc necessary 1o promote a full settiement of these
disputes. ’ '

In the case of NASSCO, that means dropping its insistence on an open shop to facilitate
a settlement of the ongoing contract dispute; in the case of Avondale, it would mean no further
opposition to the NLRR'S certification of the Metal Trades Council as the exclusive bargaining
representative, prompt negotiation of a first contract, and a resolution of the 300-400 outstanding
unfair labor practice charges.

Thank you for your assistance in this matter.

Attachments

#4711
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American Fedaration of Labor and Congreas of Industrl?l Organizations | sulle

Nay 20, 1096

The President

The White House

1600 Pennsylvania Avenue. NW
Washington, D.C. 20500

Dear Mr. President:

As we write thig letter. 2 long-overdue increase in the minimum wage is being debated by

Congress. and if the noxious TEAM Act rider is dro
workers will see some improvement in their living st
next week, 10 host & conference on the issue of corp

ped from the bill, millions of American
dards. At the same time, you are preparing,
tate responsibility. These are just two

exampies of how your Admiuistraiion fas lived up tofits promise to help Americar farnilies, and to

“level the playing ficld” for American workers.

You also have been a strong advocate for coljective bargaining ard the rights of American

workers 10 join unions, if they choose. Thix is reflecif

Labor Relations Board, an Agency that, once again,
waorkere who sesk to organize and to promote the p
Agency is doing an admirable job, with & reduced st
out for venomous and tiine consuming attacks by t

This is-the good news, We write today, how
Administration has sought to accomplish in the area
antiquated and blind system of awarding huge gos
contracts -- to companies with abysmal worker right
bargaining records. This makes no policy sense, and,
fiscal sense. :

We would like to relatc to you one astonishi
most of its revenue from one federal government ag
spends countless thousands of those same govemnm
orders and complaints of another federal governmen
Board.

P YU S S A

in your appointments to the National -

s fulfilling its statutory mandate to protect
cass of collective bargaining. Indeed, the
and budget, end in spite of belng sinpled
Republican Congress.

|j . because much of what your

Fworker rights is being undercut by an
ant contracts — particularly defense

‘health and safety, and coilective

n these times, it certainly makes no

cxample of a company that reccives
y, the United States Navy, and then
procurement dollars fighting the

agency, the National Labor Ralations

~ -
—— . —~— - r—
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~ should be required to fund its anti-union campaign out

, . Page 2

Avondate h‘tdustn'cs. Inc. operates a large shipyard in New Orleans, Louisiana, and is one
of the Navy's premier contractors. In 1993, alone, the NJVy awarded Avondale over $1 billion in
new contracts. Also in 1993, Avondale employees sough} union representation, and on June 25,

1993, the National Labor Relations Board conducted a r¢presentation election among a unit of
Avondale's employe¢cs. '

«Despite an intense and intimidating anti-union campaign run by Avondale officials,
approximately 2000 amployees vated in favar of being rgg
Department, AFL-C1O. But this overwhelming vote in favor of represcntation did not deter
Avondale officials from their commitment to preventing gollective bargaining. Hundreds of ballots
where challenged, and the Company filed dozens of objegtions to the conduct of the election —a
time-tested method by which employers try to defeat employee free choice. '

Normally, election challenges and objections are heard in a matter of days at an NLRB
hearing, with decisions quickly following. In this case. hqwever. a high-priced team of Avondale
attorneys dragged out the process for more than 84 daysjover a six month petiod Largely because

of the volumes of materials filed by the Company, the NILRB Hearing Officer's Report, overruling
Avondale's objections, did not issue for another year. |

[n the meantime, ln July, 1994.the NLRB began prosecuting a series of unfhir labor
praciice complaints against the Company encompassing terally hundreds of unfair labor practioe
charges. To date, there have been 160 days of trial and gver 2000 exhibits introduced concerning
charges of unlawful discharge and discrimination againstjunion supporters, interrogations and
threats, and uiher egregicus and unlewiul conduct. The Eost of prosceuting these cxses is
incalculable but it may well be one of the most expensivg cases ever brought by the NLRB.

onduct and *spare-no-expense”
‘United States Government! Mr.

And. who is financing Avondalc's shameless mis
resistance to its employees union organizing cfforts?
President, thece is something seriously wrong with this

ils affiliated unions, and the Avoadale

0ld contracts won by Avondale after 2
competitive bidding process, We are painfully aware t any reduction in orders could well result
in a loss of work to Avondale employees. But the statusiquo is unacceptable,

Let us be clear. The Metal Trades Department,

Previous complaints about this situation resulted in & cursory Defense Contract Audit
Agency (DCAA) review allowing Avondale to charge ith anti-union meetings and activiues as an
allowable "indirect cost" to be reimbursed by the federaj government. At the very least, Avondale
f non-federal revenues. This is only one

step that should be considered. We implore you 10 heip ffind othera.

e~ memaa ey mm e

4 XXals] [ Al ath SN B~ SRR o)
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We ask that you immediately convene a high leyel meeting among officials at the

Departments of Labor and Defense. the National Labo
and CEQ. and the leadership of the unions involved.
Secretary of Labor Reich is essential.

We also suggest that a Task Force be ¢reated t
federal yovernment awarding taxpayer financed ‘contra

Rclattons Board. Avondale's President
: thmk the personal invalvement of

:consider the ongoing problem of the
i ta companies which then use that -

raxpayer money to fight the orders of other govenmenf agencies. In view of the uncertain legat
status of executive orders debarring federal labor law vjolators, other options should be

considered. At a minimum. there should be government-wide enforcement of "collection by

adiministrative offset” — the procedurc which permits t

¢ fedaral government to withhold money

‘rom a1 federal coiractor if that contractor has failed td comply with an NLRB order to restore

: of benefite,

\We appreciate your immediate attention to this

broblem. Avondale's employccs deserve

the level plaving tield that your Administration has begyin to achieve for so many American

workers. American taxpayers deserve a financially sou

At ) Ve T T T

nd and sensible federal contracting system.

la'a s AY i W] lala B ek, ] [ ek alhl = ~e
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Sincerely vours,

Joﬂn
Tudes Dtpamum, M'I.-PXO

Mz, Johfi d. Bnn-;M’mtdcnt

lnternationsl Brotherhood of Electrical Tnternas "‘1 Ammon of Bridge, Structural
Workers, AFL-CIO Omunmul 1ron Warken, AFL-CIO
i leb £ . . M '
Mr. George J. Rourpi dsident . Mz, Frank Hanloy,
International Association of Machinists and . International Union of Opecating
Aerospace Werkers, AFL-CIO : Bnqmuu AIF-CI0
£ ZZ"WM

Mr. A, L. "Mike” Monros, President
Imernational Brotherhood of Painters und
Allicd Tradaes, AFL-CIO

Al [, Cor

- M. Anthur A, Cois. President
L=borers Intemational Union of
North America, AFL-CIO

cc;  Honorable Robert Reich
Honorable William 1. Perry
Honorable William Gould
General Councel Fred Feinstein

JENM/skb

sl M DR

ANCY NI

[ale ¥ olal ST O
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PROSFECTUS SUMMARY

The rolloWing Summiry is qualified in its entirety by the more detailed
information and finanziel data appcaring glsewnere in this Prospectus and in
the Consolidatad Financial 8tatemants. including tha Netes thoreto, and other
documents that are included alsewhare herelin or incorporated herain by
referance, For descriptiens of certain voasels ang definitions of cerrain terms
used herein, sde “"Clossary of Salected Industry Terma® appearing elsavhore
hexain. Unless othexwise indicated, the information in this Progpectus aysumes
that the Undarwriters' over-alletmant eption is not cxexcised.

THE COMPANY
GENERAL ;

Avondsle 13 one of the largest ghipbuildere in the United ttatas,
specislizing in the deaigmn, construction, convarsion, rapair snd modarnization
of varioQus types of occean~going veasela for the militery and commsrcial
rarkets. A majority of Rvondale's eontracts inm recant years hac been for the
construction of U.3. Navy surface ships, although it has asecured two larga
commercigl contracts in tha past year for the ¢anstruction or conversion of
double-hulled product carriers. Manageament bélieves the Conmpany's low cost
structure., expoerienced and skilled WOTk force, Sophisticated construcrion
processes and extensive gxparience gained over the paat 25 Yeazrs in building a
variety oI military and commercial vessela, position the Company as one of the
most cost-efficiant end vezsatile shiptuillders in the United States. AL .
Decamber 31, 1995, the Company's shipbullding backiog {the "£4irm becklog®) waa
approximately 51.4 billion, ex¢lusive of unexercised optiona aggregating $48sS
million hald by the U.8. Nevy for additicnal ahip orders (inclueding contract
escalation) and a commegrcial contract subject to financing. Of the firm
backlog, appronimately $1.3 billlon was attributable to contracts to build
ships for the U.S. Nawy.

To assure that its shipyard remains among the most modern in the woxld,
Avondale regqularly reviews and assessos its conatsuction and production
proceasscs. In the aazly 198Cs, the-Company was the first U.S. shipyard ees
succeasfully implement modular construction techniquas that had previously been
perfected by Japanese shipbuyilders. Managemaat belisves those techniques were a
major ractor in Japar's dominance of the commercial shipbuilding market during
the 1970s. Avondale cbtained ita modular construction capsbilities and “know-
how" pursuant to an.agrecment with one of Japan's largaet shipbuildecs, which
worked with RAvonda’e to change its Tmannfagturing pcocesses and TO train
Avondala‘s employees. Modular construction afforded Avondale saignificant
production efficiencies in the instalietion of ship systema, largaly due to the
greater emae wich which guch systems could be installed ir oven modules rathar
than closed-in hulls.

The Campany hae &leo ambarked on & modernization program to enhance its
ability to build and deliver vessals at 3 lowe: cet. In 1994 the company
entered into a tachnology sharing agreement vith Astilleros Espanoles S.A.
("AESA"™) of Bpain., regarded as en innovative and succassful yworld-class
shipyaxd. After an on-site raview of Avondale‘s Bhipyard by ABSAR, u#a well ac a
teview by Avonaals of current shipbuilding technology in othet countries,
Avondale invested $20 millien in capitel improvaments designed to increase
efficiency by improving production flow. In particular, the Company integrated
cértain assembly-line techniques with {ts modular construetion processes. To
that end, the Compcni,han built a coverad favility that houses two production
iinea dedicated to military vessels and two lines for commercial vessels.
Avondnle beliavaes that oheltcring the production Procass and separating tha
unit lines will enhance production efficiancias and lowar unit production
coIta.

The principal oxecutive offices ¢f the Cocmpany are located at %100 River
Road, Avondale, Loul:siana 70094 (telephone no. (5047 (36-2121).

U.S. MILITARY OPPORTUNITIES

During the past 2% yeirs, Avondale has buile 72 vaecols for the U.3, Navy and
other branches of the mlilitary, renging from vegsels auch as AQs and T~AOx that
principally raguire large-scalc stcol febrication at

3
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INSURANCE

The Company maintaina ingurance againat property damage caused by fFire.
explosion and similer catastropailc evenis that may result in physical damage or
destruction to the Company's premiges and properties. The Compsny also
" maintains gengral limbility insurancs in amounts {t deems appropriate for its
busineas. The Campany is self{-insured for Workers' compensation liability ang
employees' health insurance except for 1osses in excess of §1.0 million per
eccurrence, for which the Company maintains insurance in amounts it deems
approgpriate.

ENVIRONMENTAL AND SAFETY MATTERS

Goneral. Avondale is subject to federal, state and local environmental laws
and regulations that impose limitations ou the discharge of pollutants: into the
enviroamcnt end establish standards for tha treatment, atorage and disposal of
toxic and hazardoua wastes. 8tringent fince and penalties wmay be impoged for
non-compliance with these laws and regulations, and certair environmental laws
impose joint and aavoral "gtrict liability" for remediation of spills and
releases of oil and hazardous substances rondering = persen liable for
anvironmental damage, without regard to negligence or fault on the part of =zuch
peredn. Such laws and regulations may expose the Company to llability for the
conduct of or conditions caumed by othere, or for acts of the Company which are
or were in compliance with all appliceble laws at the time such acts ware
performed. The Company is covered under ita varicus insurance policies for
some, but not all, potential snvironmental liepilities. Jes Note 10 of the
Notes to Congolidated Financial Statements.

The Campany is a2lso subject to the faderal Occupational Sefety and Health AcCt
("OSHA*) and similar atate statutes. The Company has an extensive health and
safety program and employs & staff of safety lnspectors and industrial hygiene
techniciang, whosgse primary functions are tc develop Company policies thatl meet
or exceed the safety standards set by OSHA, train supervisors and make dafly
inspections Qf sarety procedures to insure their campliance with Company
e policies on safety and induetrial hygiens. All aupervisors are required to
attend safety training meetings at which the importance of full compliance with
sataty procedures is empharized,

flasre Disposal. Avondele's operations produce a limiteda amount of industrial
waste products and certain hazardous materials. The Company's industrial waste
products, which oconsist principally of residual petrolewm, other combustibles
and blasting abrasives, are shirped to third party dispocal gites that are
licensad to handle such materials,

EVFLOYEES

8ince Septembez 198%, when all of ity outstanding Common 9tOck was purchased
by the ESOP from Cgden Corporation, Avondale hac boan owned principally by itas
Current and former empioyeas. At December 31, 1995, Avondale had approximately
$.300 employees, many of whom have been eémployed by the Company for many years.

None of Avondale's employwes is currently covered by any collectivae
bargaining egreement., Howaver, on June Z3J, 1993 an electlion was conducted to
determine whether certain of the New Orleans area cmployeea desired to heve
union representation. A total of 3,914 workaers cast votes, of which
approximately €50 votes wore challenged by the NLRB and uniorn organizers on
variety of groundg. Although the union did rocaeive a majority of the
unchallenged ballots, challenged ballots (which remain under seal) in nunbers
sufficlent to determine the outtome of the election remain uncounted awaiting
the NLRB's decision. The Company has filed obiactions with the NLRE seeking to
have the election set aside. The NLRB is currently reviewing the challenged
votas and evaluating the Company's cbjections to the election. The hearing
officer assigned to the case has recommended to rthe NLRB that cartain of the

disputed vores be counted ¥nd that the Company's objecticns be rejected. If the
NLRE upholds the elaction and certifies the union, ana that decision is not

24



| o ; 411711
SENT BY:AFL/CIO LCC/LEGAL _;12-20-96 i 14:81 i  LOC/LEGAL AFL/CIO as3zm el
: ¢

///// overturned by subsequent Jjudicisl proceedings, the Company would be required
under the federal labor laws to bargain in good falth with the union on marters
auch as wages, hours and other working conditions. Even though Avondale will
only agree to bargaining demands that car be economically justified, union
certificagion may result in an increased risk that the union will engage in
potentially disruprive activities such as strikes or picketing, or that the
Company may incuax higher labor and operating costs.

The union has also filed numerous unfair labor practice chargos with the NLRB
alleging that Avondale has committed a varlety of violations of the National
Labox Relations:Act principally involving claims that employees werg wrongfully
disciplined or discharged. Although the Company disputes these claims and is
vaging & vigorous defense, if there is a finding againat the Company. depending
on the facts of cach case, the employeec would be entitled to back pay from the
time of hig or her olaim until the resclution of the case. However, e&ven if
there is8 a finding in favor of some of the claimants with respect te one ox
more of the unfair labor practice claims, management believes that any judgment
would not haeve @ material impact on Avondale's financial conditien, results of
operationa or ¢ash flows.
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February 3, 1997

Erskine B. Bowles

Chief of Staff to the President
The White House

1600 Pennsylvania Avenue, N.W.
Washington, D. C.

Dear Mr. Bowles:

One year ago the Administration postponed the land transportation provisions of NAFTA. That
decision was rooted in your serious concerns about the adequacy of mechanisms to insure the enforcement of
safety, security and other vital standards. Recently, we have met with your staff to discuss the pending
decision to implement the provision. Based on what we have learned in those meetings, those matters which
you correctly identified as crucial, if implementation was to go forward, have not yet fully been addressed.
In this light, I strongly urge that the postponement be continued.

Even if agreement is someday reached with the Mexican government on the broad elcments of the
transportation program outlined to us--roadside vehicle inspection capability, data exchange, and safety
management oversight--it appears that adequate implementation of an agreement will take the investment of
considerable resources and years to accomplish.

Major problems that remain unaddressed include:

. Hazardous Materials
In general, less than 2 percent of all Mexican trucks crossing the border are inspected, regardless of
what they are carrying. Depending on the border crossing, approximately 25 percent of all Mexican

trucks carry hazardous material. When a random inspection does happen to be conducted, less than
one in 14 of the trucks carrying hazardous material are property placarded. Up to 90 percent of

inspected shipments of hazardous material don't coincide with shipping papers carried by the driver. .

Put simply, the flow of hazardous material from Mexico is so substantial and unregulated that you
could increase the number of enforcement personnel at the border tenfold and not even make a dent
in solving the problem.
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Accessibility of Data

The driving and criminal records of U.S. drivers are computerized and readily available to law
enforcement officers in the U.S. Mexico isn't even close to havmg this information computerized and
available to U,S. law enforcement officials.

U.S. Wage and Hour Laws

Even Administration officials admit that resources do not exist to insure that Mexican drivers are
protected by appropriate U.S. laws and regulations. With the proposed border opening, a Mexican
driver could work-full time in this country, yet not even receive the U.S. minimum wage. NAFTA's
impact on workers' wages is already severe, but under this circumstance would have the effect of
undermining legally mandated wages.

Insurance Coverage

Studies by the National Association of Independent Insurers and others have shown that Mexican
carriers are chronically under insured. The legitimacy of insurance papers are also questionable.
Insurance forms are often altered or duplicated. Inadequate or illegitimate policies can often be
purchased for $50 or less at many border crossing locations.

Hours of Service

Mexico curreatly has no hours of service regulations.  Even if hours of service rvegulations were
adopted, there is absolutely no track record for enforcing such regulations. The entire burden would
fall on U.S. officials with no credible enforcement program in place.

Inspection Capacity

Texas alone had 1.9 million total Mexican truck crossings in 1995 at 15 different border crossing sites.
Official figures for 1996 are expected to increase. The current level of enforcement personnel allows
for the inspection of only one-half of one percent of all these trucks. When you add Arizona, California
and New Mexico into this mix, it is clear that adequate enforcement programs do not exist and cannot
be developed at the border.

Market Access
Reciprocal market access for scheduled bus service has not been achieved. Mexico continues to _

restrict service to multiple destinations and prohibits bus terminal ownership and operation by non-
Mexican companies, thereby effectively denying market access to U.S. carriers.
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Other unresolved issues include differential air emission guidelines, the inability to enforce existing
prohibitions against cabotage, the ability of Mexican trucking companies to interfere with U.S. industrial
relations disputes, and differential drug and alcohol testing programs.

Laws and regulations addressing minimum employment standards, hours of work, job and highway
safety, and environmental quality are enacted by governmental authorities to enhance and protect the quality
of life for the citizens of this country. It is a serious mistake to believe that any presumed benefit from
premature market opening outweighs the public good. Current policy should be maintained and
implementation of the land transportation provisions of NAFTA be suspended indefinitely.

Sincerely,

President
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MEDIA ADVISORY FOR AFL-CIO EXECUTIVE COUNCIL MEETING
FEBRUARY 17- 20

FOR IMMEDIATE RELEASE For Information: Deborah Dion 202-637-5036

Los Angeles, CA -- Top leaders of the AFL-CIO will meet for nearly a week at the Biltmore Hotel in
Los Angeles beginning Sunday, February 16th -- the first time in more than 30 years that the winter
executive council meeting has not been held in the resort town of Bal Harbour, Florida. After their
election in late 1995, the new officers of the labor movement announced that they would be moving the
traditional winter meeting to cities around the country where national union leaders could join working
families' struggles. Los Angeles is home to a dynamic labor movement and some of the most aggressive
new organizing in the nation. High-profile organizing campaigns include SEIU homecare workers and
Justice for Janitors, H.E.R.E. New Otani Hotel organizing, UNITE low-wage worker campaign, CWA
Port of Long Beach truckers and UC technical workers, IBT Overnite truckers, the Sheetmetal workers'
youth-to-youth organizing, and the Strawberry Workers Campaign.

Among guests addressing the council meeting are: Vice President Al Gore, Senator Tom Daschle,
Congressman Dick Gephardt, Representative Xavier Becerra, Representative Maxine Waters, U.S. Trade
Representative Charlene Barshevsky, and California Lt. Governor Gray Davis.

Press Events Include:

Sunday, February 16

4:00 pm Los Angeles workers and union activists kick off the week with a picnic celebrating L.A. work
and L.A. workers -- Union Station

Monday, February 17 Council spends all day on Organizing.

8:00 am Breakfast Briefing on the Strawberry Workers Campaign Executive Council Members, Arturo
Rodriguez,Organizing Committee Chairman Arthur Coia

12:30 pm Press Conference on 1997 organizing initiatives -- John Sweeney, Richard Pensinger, Karen
Nussbaum

3:30 pm Representative Maxine Waters Press Availability (tentative)
Tuesday, February 18 Political/Legislative plans, Administration and Congressional leader guests.

Morning Senator Tom Daschle and Congressman Dick Gephardt, U.S. Trade Representative Charlene
Barshevsky -- Press availabilities -- TBA

Representative Xavier Becerra -- Press Availability TBA

Afternoon Vice President A! Gore

3:15 Press Conference -- Vice President Al Gore and AFL-CIO President John Sweeney
Wednesday, February 19 Coiporate/International Affairs and Other National Campaigns.

12:30 pm Prcss Conference on 1997 Corporate Affairs strategies and initiatives -- actions on other
national campaigns released.

4:30 pm March and Demonstration in support of New Otani Hotel Workers -- starts at Pershing Square,
5th and Olive Streets -- directly across from the Biltmore Hotel -- Thousands will march to the New
Otani Hotel, at Second and Los Angeles '

Thursday, February 20 Communication and community outreach inititiatives. UCLA Teach-In

02/18/97 14:36:01
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12:30 pm Press Conference -- Public Affairs Initiatives

7:00 pm - 10:00 pm UCLA Teach-In -- AFL-CIO President John Sweeney Kicks off Teach-In and
Addresses "The Fight For Our Future"

Friday, February 21 -- UCLA Teach-In

9:00 am 10:30 am UCLA Teach-In -- AFL-CIO Secretary-Treasﬁrer Richard Trumka addresses
"Organizing In California"

3:30 pm - 5:00 pm AFL-CIO Executive Vice President Linda Chavez-Thompson and Working Women's
Department Head Karen Nussbaum address "Race, Gender & Class"

The AFL-CIO Public Affairs Office will be in the Regency Room at the Biltmore Hotel. Press will be to
work in the Heinfbergen room which will be furnished with phones. A detailed schedule of events and
room locations will be sent out on Friday, February 14th. If you have any questions, please call Deborah
Dion 202-637-5036.

AFL-CIO Home Page | Public Documents Page | Public Documents Search

Copyright © AFL-CIO
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FY 1998 BUDGET Q&A _ S
February 1997 T AL No pet e
o
DOESN’T YOUR BUDGET AVOID ALL THE PAINFUL DECISIONS NEEDED TO
ELIMINATE THE DEFICIT?

. Not at all. We are locking in spending cuts of $350 billion over the next 5 years --
including $137 billion in discretionary spending and $100 billion in Medicare savings
($138 billion over 6 years) -- and cutting the deficit by $252 billion.

. We have carefully examined the budget for areas in which we can achieve savings while
protecting our priorities. Our Medicare and Medicaid proposals achieve $110 billion in
savings over the next five years, and extend the life of the Medicare Trust Fund to 2007,
while maintaining the integrity of both programs. Our non-defense discretionary outlays
follow a smooth, steady decline -- falling by 9 percent in real terms between FY 1997 and
2002.

. The Budget includes specific, credible cuts in many areas. As just a few examples, we are
cutting funding for the U.S. Information Agency, P.L. 480 market development activities,
the Corps of Engineers, the Bureau of Reclamation, and the Appalachian Regional
Commission. [CHECK SPECIFICS AND GET OTHER INFO FROM OMB.]

DOESN’T YOUR BUDGET ACHIEVE 75 PERCENT OF ITS SAVINGS IN THE FINAL
TWO YEARS?

. Our budget is not backloaded. Just take a look at our record. We’ve already cut the deficit
from $290 billion in 1992 to $107 billion last year. When the President took office, the
deficit had to be cut by a cumulative $2.75 trillion beiween 1993 and 2002 in order to
reach balance by 2002. We have already locked in $2.5 trillion of those savings, and this
budget would lock in the extra $250 billion needed. The fact is that we 've done the
majority of the work in our first 4 years.

. And we are making the hard decisions now. We are locking in spending cuts of $350
billion over the next S years -- including $137 billion in discretionary spending and $100
billion in Medicare savings ($138 billion over 6 years) -- and cutting the deficit by $252
billion. Over a 6 year window, we obtain 62 percent of our savings in the last two years --
not a backloaded program at all.

DOESN’T YOUR BUDGET FAIL TO BALANCE UNDER CBG ASSUMPTIONS?

. We have submitted a plan that balances the budget in 2002 under our assumptions --
assumptions that have proven to be conservative over the past four years (every year, the
deficit has been lower and growth has been higher than we had predicted).

. Since we took office, the deficit has on average been about $50 billion lower than we had
projected the year before. CBO has been less accurate: their estimates have been off by
$59 billion on average.

. It is important that the numbers we use as part of a balanced budget agreement be credible
and conservative -- and that they are supported by both the markets and the public. Our



projections for GDP growth and inflation over the next five years match those of the Blue
Chip private sector consensus.

. If, despite our expectations, our assumptions do not prove correct, we will pursue an
expedited process with Congress to agree on how to close any budget gap. And in order to
ensure that we are locking in a balanced budget, we have identified precisely what we do if
our assumptions prove inaccurate and the expedited process with Congress doesn’t work.
Specifically, most of our tax cut proposals would sunset in 2001, and a 2.24 percent across-
the-board reduction in spending (except Social Security) would be triggered. The
discretionary spending reductions would start in 2001 and the reductions in mandatory
programs would be in 2002. '

YOU HAVE INCLUDED A HOME HEALTH CARE TRANSFER GIMMICK IN THE
BUDGET. HOW CAN YOU POSSIBLY DEFEND IT?

. Let's be clear: our savings of $138 billion in Medicare over 6 years ($100 billion over 5
years) does nof include the home health care transfer from Part A to Part B of the program.
The $138 billion is the net reduction of Medicare spending relative to the budget baseline
-- and thus is the amount by which our Medicare changes contribute to deficit reduction.

. The policy you mentioned was in our budget last year, and it was in the House Republican
budget in 1995 that every Republican in the House voted for.

. Shifting long-term home health visits (those beyond the first 100 visits following a
hospitalization) away from Part A of the Medicare program makes sense. It was also the
established policy prior to the 1980s. And it protects the Medicare Trust Fund until 2007,
while not imposing harmful cuts on hospitals or excessive burdens on beneficiaries.

[Background: Originally designed as a post-acute care benefit for beneficiaries who had been
hospitalized, home health care has increasingly become a chronic care benefit, not linked to
hospitalization. Our proposual restores the original split of home health care benefits so thal the
first 100 home health visits following a 3-day hospitalization would be reimbursed by Part A and
all other visits -- including those not following hospitalization -- would be reimbursed by Part B.]

FOLLOW: IF THE HOME HEALTH TRANSFER IS NOT A GIMMICK, THEN WHY
DON’T YOU INCLUDE IT AS PART OF THE PART B PREMIUM?

. We have always been concerned about out-of-pocket costs for Medicare beneficiaries.
Older Americans spend, on average, 20 percent of their income on health care and three-
fourths have incomes lower than $25,000. We have to be careful that as we reform the
Medicare progiam, we do not place unduz burden on low-income seniors.

DOESN’T YOUR BUDGET CREATE $60 BILLION IN NEW ENTITLEMENTS?
. No. My budget actually saves $121 billion in entitlement spending over the next 5 years.
. We are proposing some new additions to our health care programs, but they are aimed at

reducing the number of uninsured Americans and are not open-ended entitlements. For
example:



Q:
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-- Our program to provide health insurance for unemployed workers is capped. The
program is structured as a grants program to States. While there are provisions to help
States that have unanticipated increases in unemployment, there is an overall Federal cap
on spending that cannot be breached.

-- There are no new entitlements in children’s health as well. The children’s health
initiative also contains no new individual entitlement. It provides States with grants that,
by law, will not exceed $750 million in each year." Medicaid spending itself, under my
plan, will be capped for the first time in its history. The Federal funding limits are set
based on the number of people covered so that States — not the Federal government —
make the decisions about coverage. ‘

We are also proposing some changes to the welfare reform legislation that was enacted last
year, but our purpose is to fix unnecessary and damaging provisions in that legislation --
involving legal immigrants and Food Stamp recipients. We do not view these changes as
new spending or new entitlements.

It is ironic that we are sometimes criticized for phasing out new proposals -- such as school
construction -- and simultaneously for creating permanent new entitlements. Our phase-
outs are designed to allow an evaluation of how well the new programs are working -- and
we have been careful to avoid creating permanent new entitlements without knowing the
effects.

WHY DO YOU SUNSET MANY OF YOUR NEW PROGRAMS?

Many of our proposals -- such as school construction, welfare to work, skill grants, and
health insurance for the unemployed -- are new programs. They are untried. We want to
see how they work before the government funds these initiatives permanently.

For example, our school construction initiative -- providing $5 billion over 4 years -- is
explicitly designed to jump-start $20 billion in local projects. The Federal government has
traditionally not been involved in school construction and rennvation, and our proposal is
not supposed to be a permanent Federal program.




DRAFT: COMMENTS TO PETER
February 17, 1997

MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING

SUBJECT: Wall Street Journal article on the budget

Any document as important as the Federal budget inevitably attracts at least some
criticism -- either for what it includes, or for it does not. Viewed from this perspective, the
attached Wall Street Journal article (“Clinton’s New Tack,” February 7) represents a relatively
positive reception to your FY 1998 budget. The piece recognizes the tough choices faced in the
budget process, and validates your focus on reducing the deficit while boosting education and
training. The article includes affirmative passages on:

. Deficit reduction and economic growth. The article notes that deficit reduction has
improved economic performance: “...both parties now agree fiscal discipline is the one
sure avenue to improving economic growth. It has one big argument going for it: It
seems to work.”

. Emphasis on education and training. Your strategy of boosting education and training
was particularly well-received in the article: “Even critics of specific Clinton proposals
say he’s on the right track. ‘The intention to focus on education is a good one,’ says John
Taylor, « Stanford University economists who advised Robert Dole in the presidential
race.” Munay Weidenbaum added that, “The idea of expanding the concept of iax-
favored investment to include investment in people is a net idea.”

. Coherent argument for education and training. In addition to supporting your basic focus
on education and training, the article states that you present a coherent argument: “The
Clinton budget does offer one coherent argument for useful government action, in this era
of fiscal discipline, to spur growth and arrest the widening nequality that marks the past
two decades. That, Mr. Clinton proposes, is more and better education.”

. Education and training plan not just rhetoric. Furthermore, the article verifies that your

support for education and training is real: “Mr Clinton’s new education ‘crusade’ goes
beyond rhetoric. For most domestic programs, he proposes spending that fall short of
compensating for inflation, but advocates steady increases in outlays for education.”

. Tight labor markets and inequality. The article notes that stronger economic growth and
the resultant tight labor markets have produced substantial benefits for working
Americans: “...the benefits are huge for Americans of all classes, including millions of
workers whose wages haven’t kept up with inflation in recent years. ‘A tight labor
market.” says Lawrence Katz, a Harvara University economist. ‘is the best thing we’ve
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got in keeping up demand for people at the bottom.*”

The article also raises a series of questions and criticisms, including why we have not
boosted physical capital investment; whether our education tax cuts will actually increase
enrollment; why we have not cut taxes for the poor; and whether we have taken enough of the
painful medicine needed to balance the budget while protecting our priorities.

It may be helpful to analyze these issues from an economic growth framework.
Economists have identified three sources of economic growth: investment in physical capital,
investment in human capital, and improvements in efficiency. Your economic policies --
including your budget proposals -- are intended to lay the foundations for improved living
standards in the future by bolstering all three of these growth pillars.

I. Investment in physical capital

The first source of growth, physical capital investment, includes both private and public
investment. Your strategy for boosting private-sector investment -- reducing the deficit, and thus
cutting interest rates -- has been extremely successful. As the deficit has fallen from 4.7 percent
of GDP in 1992 to 1.4 percent now, private investment has boomed:

. Business investment in equipment has grown by 10.3 percent per year since you took
office -- faster than for any Administration since John F. Kennedy was President.

This additional investment is the mechanism through which deficit reduction raises growth, and
the mechanism is working remarkably well.

The othier component of physical capiial investment comes ivoin the public sector.  Tle
article argues that public investment has been sacrificed on the altar of deficit reduction. This
argument has some merit -- we have not expanded public investment in infrastructure as much as
we would have liked -- but it is overstated:

. During your first term, investment in highways, transit, and other infrastructure increased
by more than 20 percent -- to an average of $25.5 billion.

. Furthermore, uur deficit reduction efforts have reduced interest rates for State and local
governments, in addition to businesses, and thus helped to spur infrastructure spending.
In constant dollars, State and local investment in infrastructure has risen from $108.1
billion in 1992 to $125.8 billion in 1996 -- a real increase of 16 percent.

Il. Investment in human capital
The second pillar of growth is human capital -- investments in the education and training

of the American workforce. In the article, even Taylor and Weidenbaum are supportive of your
education and training efforts. And with good reason:
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. We have already increased funding for Head Start by 43 percent since FY 1993, and we
are proposing additional funding for FY 1998.

. We have increased the maximum Pell Grant from $2,300 in FY 1993 to $2,700 in FY
1997, and we’re proposing another increase (to $3,000) in our budget.

. We have raised Title I spending by almost $1 billion (15 percent) since 1993.

. We have increased outlays on WIC by 36 percent -- from $2.9 billion in FY 1993 to $3.9
billion in FY 1997.

You have also worked to boost human capital by making work pay -- bringing more
people into the workforce and thus helping them to acquire new skilis and hone existing ones:

. Policy changes already enacted will expand the EITC by $47 billion between FY 1993
and FY 2002. Contrary to the assertion in the article, your tax cuts have nof been aimed
only at the middle class: this dramatic expansion in the EITC is helping millions of poor,
working Americans.

. At least partly as a result of your economic policies, the percentage of working-age
Americans who were employed reached 63 percent during your first term -- the highest
for any Administration on record.

We continue to work on new human capital proposals -- from the America Reads
challenge to the school construction initiative to the Hope scholarship. Our proposals to reduce
the cost of college, in particular, have attracted much interest along with some criticism. While
supporting the underlying inter:tion of our proposals, for example, the article argues that they
“-viil increase economic growth and restrain inequality only if they actually send more young
people to college.”

Ensuring tha: more people actually do attend college should be one of the fundamental
objectives of your second term. The key to success is raising the expectations of lower-income
students. Currently, many low-income students exclude themselves from the college market
because they believe -- whatever the reality -- that they could never afford college. Emphasizing
our entire package -- from expanded Pell grants, to the Hope scholarship, to the $10,000 tax
deduction, to the new expanded IRA -- could help to change perceptions about the affordability
of college for all Americans. And if all Americans believe that they have a real opportunity to
attend college, more of them will.

The story of Eugene Lang illustrates the power of raising the aspirations of young
students. In 1981, Eugene Lang, a New York businessman, was invited to speak to the sixth
grade at an elementary school in East Harlem. He unexpectedly told the 61 children that if they
graduated from high school, he would pay for all of them to go to college. Based on previous
experience, 25 percent of the students should have finished high school, and almost none should
have gone to college. In reality, 90 percent did graduate from high school and 60 percent went



on to college. (Since 1986, Lang's "I Have a Dream" Foundation has grown to 160 Projects in 61
cities, serving more than 12,000 children.)

Similarly, if our combined proposals succeed in making all Americans realize that they
can go to college, the effect could be dramatic. We should be more aggressive in pushing our
education package as offering an opportunity for all Americans to go to college. But it may be
worth noting that college enrollment is not the only relevant variable in evaluating whether our
proposals are successful. If our focus on education induces more students to earn 4-year degrees
rather than 2-year degrees, or to go to better schools, it can affect human capital investment and
economic growth even without changing the total number of students enrolled in college (and
therefore the enrollment rate).

II1. Improvements in efficiency

The final pillar of economic growth is the efficiency with which we use and deploy our
physical and human capital. Efficiency is enhanced by research and development, which
improves our technology, and by more competition, which allows us to shift resources into more
productive areas.

Research and development. The article complains that we have shortchanged R&D
spending in order to raise education spending. It is true that Federal R&D spending has fallen
over the past few years, but only because of declines in defense R&D:

. Nondefense R&D spending has risen: Real Federal spending on civilian R&D has totaled
$109.3 billion during your first four years -- up over 10 percent relative to the previous
four years.

. Our FY 1998 budget proposal includ=s a furding increase of more than $1.6 billion for

K&D, including $337 million.in additional funding for NIH, $97 million more for the
NSF, and an increase of $28¢ miliion for university-based research.

Promoting competition. The second source of higher efficiency is competition, which
encourages firms te adopt best practices and prompts labor and capital to flow to their most
productive uses. The criticism on this front by John Taylor and Murray Weidenbaum, included
near the end of the article, is simply unwarranted. The Vice President’s National Performance
Review, for example, is dramatically reducing the burden imposed by government regulations.
We have begun the historic process of liberalizing the telecommunications and electricity
industries -- each of which account for over $200 billion in annual sales. We have re-invigorated
the Anti-Trust Division at the Justice Department. And our efforts to promote trade, as
illustrated by the recent signing of the WTO telecommunications agreement, provide another
source of efficiency-enhancing competition. Put simply. our economy is the most competitive in
the world, and we are working to make it even more so.

Your leadership on the budget




Finally, the article questions whether you have exerted enough leadership on facing the
painful medicine needed to balance the budget while protecting our priorities. This criticism
seems particularly unfair and unfounded:

. Your courage in raising taxes on the top 1.2 percent of the population in the 1993 budget
deal was instrumental to cutting the deficit by 63 percent while continuing to invest in the
three pillars of growth. The OBRA 93 tax increase is expected to produce an additional
$61 billion in FY 1997 above what would have otherwise been collected. This tax
change took tremendous political courage, and has been essential to our deficit reduction
efforts.

In summary, the budget affects too many people for it to escape any criticism whatsoever.
Your economic team has worked hard to balance the myriad competing interests in shaping our
FY 1998 budget proposals. In general, the article is supportive of those proposals. Relative to
the reaction to previous budgets (including some of our own), the few criticisms seem mild. And
the backing for our basic strategy, as reflected in many of the article’s quotations, is refreshing.
We will continue to work to garner more support for our economic policies.
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February 18, 1997
MEMORANDUM FOR GENE SPERLING
From: Ken Apfel
Subject: G.IL. Bill Background

You asked for GI Bill background for your trip on Wednesday. As you know, we are developing .
an options memo on the issue of skill grants that should be ready for review later this week. The
following memo provides more general background on the GI Bill.

BACKGROUND. As detailed in the FY 1996 Budget, the G.1. Bill included combining 70
employment and training programs into one workforce development system (see attached) with
five discrete component parts:

(1) Individual Skill grants. Financed at $3.6 billion in the Labor Department, vouchers
of up to $2,620 would support “technical education” for dislocated workers and low-
income persons. $2.1 billion of the amount was derived by transfer from Pell grant funds
used then (and now) for these purposes.

(2) Individual Pell grants. Financed at $4.5 billion in the Education Department, grants
of up to $2,620 would provide student financial aid to defray the costs of associate’s and
bachelor’s degree courses. Pell would no longer be used for non-degree training.

(3) A grant to States for adult services other than training. Financed at $2.7 billion in
the Department of Labor, this grant would support a Scate and local system of job
placement and training-related services provided through one-stop career centers, with a
limited national reserve for activities such as grants for multi-State mass layoffs, and
research. This was the major consolidation of the Labor Department’s Job Training
Partnership Act (JTPA) and the Employment Service.

(4) Two State grants for youth. Financed at $2.9 billion, one grant would support
vocational education for in-school youth through the Education Department; a second
grant for at-risk and out-of-school youth wouid offer second chance training and work
experience through the Labor Department. All acrivities were to be structured within the
School-to-Work framework jointly administered by the Education and Labor
Departments.

(5) A State grant for adult and family literacy. Financed at $490 million in the
Education Department, this grant would provide GED, ESL, and basic skills instruction,

1
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as determined by the States.

The FY 1996 Budget proposed $14.2 billion for the G.I. Bill for America’s Workers, an
increase in overall funding of $1 billion above 1995. We estimated that the Skill grant part of
this approach (33.6 billion) would serve all dislocated workers who wanted training, but only
serve an estimated 60 percent of economically disadvantaged adults who needed and wanted
training. As a result, State and local grantees would be required to ration Skill grant resources.
It was (and remains) impossible to distinguish clearly between Skill grant and Pell grant
cligibility on the basis of individual characteristics, so these take-up rates are very rough
estimates. Both degree and non-degree training and education would have remained financible
through student loans and income-contingent repayment, but we did not factor these resources
into the discussion.

LEGISLATIVE HISTORY. The Administration did not transmit legislation to authorize the
G.I Bill reforms, except for a separate bill in May 1995 to reauthorize the vocational and adult
education programs. We chose instead to work informally with the 104th Congress on bills
Republicans were moving through both chambers. Our judgment was that specific
Administration bill language would raise issues our supporters could not accept and would draw
fire from Republicans unnecessarily. Senator Kennedy supported this approach.

The proposal to move Pell resources to the Labor Department was abandoned almost
immediately because it was opposed vigorously by the higher education constituency and their
Congressional allies.

In the Fall of 1995, training reform bills -- known as “CAREERS” (Goodling) and the
“Workforce Development Act” (Kassebaum) passed both Houses of Congress with
overwhelming bipartisan support (345-79; 95-2). The Administration expressed conditional
support for both bills and organized Democratic and interest group support despite concerns with
each. We wanted 10 keep the issue alive in Congress and looked to conferees to address
concerns. This also helped us in the appropriations fight, where we could argue that it made no
sense to cut funding deeply with 2 major reform on the horizon. Of the two bills, Rep.
Goodling’s CAREERS was closer to fulfilling the G.I. Bill principles.

CAREERS required, with an exception for training run by community-based
organizations, vouchers for adult training, “report cards” and performance standards for training
programs, one-stop and school-to-work frameworks for adult and youth programs (although it
would have repealed the School-to-Work Act), and private sector involvement in workforce
development programs. By contrast, the Kassebaum bill would make vouchers available at State
opuion; authorize a single State grant with a 25% “flex pot” for State-determined workforce
development activities, which could include supporting company training of the employed;
weaken accountability by permitting States to define success'in their own terms; and greatly
diminish the role of local communities in determining training needs.

(394
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As the two bills went to conference, the fierce FY 1996 and 1997 appropriation struggles
were underway. The appropriation negotiations led the Administration to advocate financing for
existing categorical programs for summer youth, dislocated workers, and vocational education to
try to preserve funding for these programs, which had been cut severely by both chambers. With
the help of constituent groups, the Administration won the appropriations battles, but in the
process, resulting of necessity, moderated the G.I. Bill reform agenda to be less specific on both
consolidation and the form of Skill grants.

In a May 1996 letter to the conference leadership the President urged the conferees to
craft a bipartisan bill that incorporated the Administration’s G.I. Bill principles. The letter
advocated earmarked funding for dislocated workers and “properly targeted” resources for a
summer jobs program, adult education and training, in-school youth, at-risk youth, and the labor
exchange. The original G.I. Bill principles never explicitly stipulated these elements as essential
components.

Pressured by conservative “family groups” to resist compromise, and for other reasons,
Republican conferees excluded the Administration and the minority from the negotiations. Some
of the majority conferees believed the Administration was negotiating in bad faith, or defending
the status quo. The partisan conference produced a bill that resembled Kassebaum’s flawed block
grant approach. In part, the conference bill was unacceptable because it required only a 50-State
training voucher “pilot,” failed to ensure that adequate resources would be available for adult
training, and included weak accountability provisions. Former Chief of Staff Panetta made an
effort to re-open negotiations. The last effort, a June 17th offer from the Administration
representing our “bottom line issues” received no response from the conferees. Emerging in July
1996, the conference bill failed to gain the Administration’s support or the vote of any minority
conferee. The bill never reached a floor vote.

G.I. BILL IN THE FY 1998 BUDGET AND 105TH CONGRESS. The FY 1998 Budget
1eiterates support for the G.I. Bill principles, characterizes training reform as “essential,” and
anticipates working with the 105th Congress to produce a bill. For comparative purposes, using
a program mix matching the original G.I. Bill in the FY 1996 budget, the FY 1998 Budget
request for G.I. Bill programs is $14.3 billion ($4.9 billion in Labor, $9.4 billion in Education),
$109 million above the FY 1996 Budget request. The FY 1998 Budget makes no specific
statement about the number of programs to be consolidated. The non-degree postsecondary
education supported by the Education Department’s Pell grants (which totaled $2.1 billion in FY
1996 and was proposed to be transferred to Labor) continues as a major contributor to technical
education and training. It no longer is considered part of the G.I. Bill/Skill grant mix.

Training reform legislation is a priority for the 105th Congress. In the Senate, a Daschle
bill to consolidate adult training programs (S. 17) was introduced on January 21st. This bill
authonzes a State voucher system. In the House, hearings on training reform began on February
11th; Labor may be asked to testify on March 4th.

4/6
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POLICY OPTIONS. We are developing policy options on the nature of the voucher to pursue
in 2 second-term G.I. Bill. All options assume strengthened “gatekeeping” (efforts to ensure
high quality training) and consumer reporting of training program performance to ensure
accountability for results.

Current programs pay for much more than training. In fact, funds used exclusively for
training (a proxy for what would be converted to Skill grants) comprise less than half of all G.I.
Bill programs funds. The remaining non-training dollars-would finance State grants for a
workforce development infrastructure of one-stop career center systems and the labor exchange,
local workforce boards, gatekeeping and consumer reporting activities, training support services
(such as fob counseling), and non-vouchered on-the-job training. These remain key features of
the G.I. Bill concept.

Attachment

S/6
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Briefing Memo to the President from Daniel Heath on Federal Milk Pricing

Background E-mails from Daniel Heath on Representative Norwood’s Comment to
the President that a “Milk Excess Base Plan” Would Have a Positive Impact Upon
Dairy Farmers in the Southeast U.S.
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Many dairy producers are concerned about the recent decline in milk prices,
and Secretary Glickman has suggested that the issue may be raised during the
National Governors Association meeting. Despite reaching record highs during
1996, milk prices declined sharply in the fourth quarter. The price of 40-pound
blocks of cheddar cheese on the National Cheese Exchange, for example, fell by 30
percent between early October and mid-December. Over the past few weeks, milk
prices have strengthened -- but dairy state Governors, Senators, and Members of
the House are still pressing for Administration action. The Department of
Agriculture has taken several steps to strengthen milk prices, as described below,
but has resisted establishing a price floor as some dairy interests are advocating. A
price floor would be incongruous with the Congressional mandate embodied in the
Farm Bill, and would pit regions against each other since some are disadvantaged
by price floors.

Q: What are you going to do about milk prices? Are you willing to establish a
Floor price for milk?

A: | am aware that milk prices declined sharply at the end of last year, and that
the Department of Agriculture has already taken several steps to strengthen
milk prices, including:

. Purchasing $5 million worth of cheese for use in domestic food
assistance programs, in addition to the accelerated school lunch
purchases already underway;

. Stimulating exports by reactivating the Dairy Export Incentive Program
for butterfat, whicn nas peen idle sinrce mid-1295; and

. Working with private voluntary groups to boost the flow of dairy
products into international food assistance programs

In addition, Secretary Glickman announced on January 29 that he is taking
sieps to

address concerns raised by dairy producers about how milk prices are
calculated.

| also understand that prices have strengthened in recent weeks. So | hope
we can continue to work together to address the concerns that have been
raised.

[If pressed on a price support: As instructed by Congress in the Farm Bill, we
are moving away from price supports and toward a consolidation and reform
of the federal marketing order system. Milk pricing is complicated and has

been subject to extensive government intervention over a long period of time.
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The Farm Bill instructs us to reform this entire pricing system, and it’s best
to consider any proposals for a price floor within the context of reforming the
federal marketing order system. | am confident that Secretary Glickman will
continue to work with the industry to address your concerns in ways that are
consistent with the thrust of these reform policies.]
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Record Type: Record

To: Michael J. Warren/OPD/EOP

cc:
Subject: President's Request on Dairy: Per Gene's Request

Michael, | would include all of this in the additional reading section, including the attachment. |
don't think you need to tab this out. We can just add a sheet (table of contents) listing the
documents, but with no tabs.

Forwarded by Russell W. Horwitz/OPD/EOP on 02/18/97 12:46 PM ------------=m-r--

: L‘j ~ Peter R. Orszag
02/18/97 12:16:12 PM

Record Type: Record

To: GREEN_MG @ A1 @ CD @ LNGTWY, Russell W. Horwitz/OPD/EOP, Michael J. Warren/OPD/EOP

cc:
Subject: President's Request on Dairy: Per Gene's Request

Please add to Gene's "reading book" for the trip. Tnanks.
---------------------- Forwarded by Peter R. Orszag/OPD/EOP on 02/18/97 12:12 PM ----~-------mocomooooenaoon

/ Daniel D. Heath
v 02/12/97 06:17:55 PM

Record Type: Record

To: T J. Glauthier/OMB/EOP

cc: Ronald M. Cogswell/OMB/EOP, Mark A. Weatherly/OMB/EOP, Alecia Ward/OMB/EOP
Subject: Sylvia Mathews' Request on Dairy

The President has requested background on Rep. Norwood's comment to him that a "milk excess

base plan" would have a positive impact on dairy farmers in the Southeast U.S. Mr. Norwood is
urging legislation to reinstate a provision that expired last year. (I'm sending you a copy of his
letter to the President.)




The comment reflects a broad and perennial dairy industry theme, dissatisfaction with the Federal
pricing of dairy products. It is provoked by the 25 percent decline in prices from September to
December 1996. (The 1996 annual average price was a record high, and even after the drop prices
remain above levels of most years and recently have risen.) The price swings resulted from market
forces (high feed prices, and farmers' responses), but the Federal milk pricing regime is seen by
the dairy industry either as the underlying problem or the solution to disenchantment with prices.

More narrowly, the "milk excess base plan" refers to a former scheme in the Federal marketing
order system for the Southeastern U.S. to smooth seasonal, swings in milk production and
corresponding price and income effects of the milk price cycle. This "seasonal base plan” paid
farmers higher-than-normal prices throughout the year for a "base" level of production established
in the months of short supply, but paid below-normal prices for "overbase" production in the flush
months. The effect was to generate more milk in the Southeast from local supplies in the short
supply periods, and to boost incomes for Southeast dairy producers. The scheme was authorized
in past farm bills, was officially supported by the Administration in the 1996 Farm Bill deliberations,
but was not reauthorized in the 1996 Farm Bill due to opposition by Midwest dairy interests. The
recent price swings have provoked renewed calls by Southeastern interests for reinstating this
provision, which would require legislation.

Federal milk pricing policy usually confronts an internecine squabble of regional interests, and that
is the main story on the seasonal base plan. Its effect on Southeast producers' incomes probably
is not great; nor are those producers' incomes currently lower than those in other regions. The
provision would tend to reduce income for producers outside the Southeast (the Upper Midwest
mainly) who “export" to the Southeast when prices are favorable. While the provision might
encourage more milk production, and increase mandatory Federal purchases of cheese, it would
have minimal impact on Federal costs. Yet the Southeast dairy processing industry's goal of
regional self-sufficiency is not inappropriate, especially when the Administration reluctantly
implemented the similar New England goal through approval of the controversial Northeast Dairy
Compact, authorized in the 1996 Farm Bill.

USDA is charged by the 1996 Farm Bill with reforming the Federal milk marketing order system,
and Adminictration pclicy has beer to ccnsider all the various proposals, and the disparate reginnal
interests, in the context of total reform of the entire regime. The attached page | did with the
NEC for the President's briefing book for the NGA last week provides more policy position and
context on Federal milk pricing.

Dairy.37

#  Daniel D. Heath
02/18/97 11:53:02 AM

Record Type: Record

To: Peter R. Orszag/OPD/EOP

cc: Kathleen M. Wallman/WHO/EOP
Subject: President's Request on Dairy: Per Gene's Request

My OMB note sent to Sylvia Mathews follows. Subsequent to writing it | learned of two developments
bearing on the President's query, FY!:



1. Sen. Cochran, Coverdell and Helms have introduced $.277, which would restore the authority
to operate the seasonal base plan dropped by the 1996 Farm Bill.

2. USDA has sent for OMB clearance its own legislation to restore authority for the seasonal base
plan, which I've held up. Sec. Glickman was intending to send a memo to the President in
response to Rep. Norwood's letter. | understood last Thursday's draft of the memo urged the
President to propose the legislation. | don't know if the memo was sent.

This overall area of dairy pricing policy needs further consideration before the Administration
proceeds with ad hoc initiatives. The contentious Northeast Dairy Compact recently was thrown
back to USDA by US District Court for Sec. Glickman to reconsider his decision that there was a
compelling public interest. Legislation is being introduced on the National Cheese Exchange, and
price floors. USDA is in the midst of disputes and seeking comments on basic formula pricing, and
USDA is about to release its paper on pricing concepts in preparation for milk marketing order
system reform. Regional compacts are being prepared in the Southeast and the Midwest. A
Senate Resolution on this stuff pushed by Sen. Specter was passed last week. For the
Administration to choose amongst contesting regions with a patchwork approach will make more
difficult the real job of ground-up reform of the entire Federal pricing regime, mandated by the 1996
Farm Bill.

Moreover, the seasonal base plan was opposed in 1996 Farm Bill deliberations by prominent
Administration allies and they remain so. Midwestern dairy interests, disappointed by the
Administration for approving the Northeast Dairy Compact, would likely object to Administration
leadership in reauthorizing the seasonal base plan. An Administration policy of "no objection” or
even "support" for a proposed bill like S.277 would seem preferable to having the President
propose legislation.

The question that needs addressing, aside from the broad policy on marketing order reform, is what
would the Administration gain by taking a prominent position on this regional industry squabble that
threatens to be the first in a series? | urged USDA to address this point.



Gene:

Here’s the USA Today article on the CPI that you asked about. Although the article doesn’t note
it, the 96 percent who agree that the CPI is biased all thought the bias was at least 0.5 percentage
points per year. :

I have also attached a survey that Michael Boskin sent out. It finds a lot of support for the
Boskin results -- but Boskin has not yet been willing to reveal the names of those who

participated.

-- Peter

h g
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STANFORD UNIVERSITY, STANFORD, CALIFORNIA ©4303-8010
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Results of Survey of Two Dozea Experts on
the Likely Bias in the CP1

Two dozen cxperts who are:
a) recognized for research in the fald and/or
b) current or former government policy officials with responsibility

for understanding and acting on these issues and interacting with
government researchers in the area

were asked their best judgment on the likely bigs in using the change in the CPI
as a measure of the change in the cost of living. o

The results were 2s follows (20 of 24 responded; 2 said it was not appropriate to
respond):

1. Mean ™ 1.2%
2. Mecdian = 1.1%
3, §9% were 2 1.0%

95% were 2 0.8%
100% were 2 0.5%.
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What America’s Most Renowned Experts Are
Saying and Writing Professionally about

the Boskin Comnmission Report on the CPI:

*“Michael Boskin, Ellen Dulbergee, Zvi Griliches, Robert Gordon and Dale
Jorgenson have written 48 excelleat report. Their estimates of biss components in the CPI
are very reasonable but perhaps s bit conservative.”

-Professor Erwin Diewert, University of British Columblia,
widely regarded as the world's leading expert on index
aumbers

“The Boskin Commission Report has done 2 very careful job in documenting the
upward bias in the CPI. The existence of substitution bias as well as the appropriate
correction has been known for g long time; the BLS should finally fix the problem.
However, the Boskin Commission ¢stimate of the upward bias in the CPI due to faflure to
adjust udequately for quelity improvements a:d the incorrect treatment of new goods in -
the CPI is likely to be aa underestimate. The reason for the under estimate is that the
consumer surplus...from new goods has not been included in the Report’s estimate."”

-Professor Jeny Hausman, MIT

widely regarded as the leading expert in the economics of
new goods. Also, former Clark medal winner as the
Qutstanding American Economlst under age 40

. “In my view, the overall asgessment is probably accurate: the CPI currently is likely
to overestimate the in¢rease in the cost of hiving by at least 1 percent per year...Correctior.
for new products bias might indicate a significant further upward bias to the CPI...T would
recomynend reducing the CPI adjustrment by st least one half and as much as | percent per
year gver the next decade.”

«Professor William Nordhaus, Yale University

Expert on quality change and new products and former
member, Council of E¢onomle Advisers under President
Curter.

“For rcasons outlined in the Boskin Commission report...we know with near
cartainty that the current CPI is off...Thsre is every probability that the upward bias renges
between 1/2 percentage point and 1-1/2 perceatage points per year. . If we cannot find &
precise estimate for & certain bigs, we should not implicitly chooss zero as thcugh that was
a mora scientifically supportable estimate. ..t is better to-be roughly right than precisely
wrong...recent work by staff economists et the Federal Reserve Board has added strong
corroborating evidence...[to]...the Boskin Commissio,™

: «Alan Greenspan, Chairman, Board of Governors,
Federal Regerve System

., ' WdEB: 2R t6, @ NI
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January 31, 1997
Dear Survey Recipient:

As you know, the CP] Commission (Elen Dulberger, Robert Gordon, Zvi
Griliches, Déle Jorgeason and myself) submitted our final report to the Congress last
month. We concluded that changes in the CPI dre likely to overstate the change in the
cost of living by 1.1 percentage points per annum (plus or minus a few tenths, but more
likely higher than lower), : '

We made many recommendations to the BLS (using formulas accounting for
substitution, more hedonics, more frequent and expanded surveys to capture new products
faster, etc.) and to the Congress (allowing data sharing between agencles, increased
funding te support BLS's efforts to imprave the CPI, etc).

We also indicated it was up to the President and Congress to decide what to do
about COLA's in government programs. The BLS is making, and will continue to make,
improvements especlally if it recelves the funding it needs, but gradually, partially and with
unpredictable timing and results, and in any event, should not be politicized in any way,
We suggested an ongoing commission be established to moniter the state of knowledge
and BLS improvements so as to advise the elected officials on indexing COLA’s in the
future (Fed Chairman Greenspan has made e similar, and in fact, stronger, proposal).

We are writing to & group of expert economists to ascertain their best judgment on
th issue of the likely size of e bias and ‘would appreciate your 1aking & few minutes to
fill out and fax back the attached with your answers *o the questions.

Your answers will be strictly confidential, Only summary statistics will be used
and only economists of some standing on these Issues by virtue of their own research
and/or current or former job responsibilities are being asked to respond.

I would very much appreciate your responise ASAP, prefersbly by COB, Monday,
February 3.

I will share the results with you.
* Thanks for your cooperetion.
Michael J. Boskin

. Chalrmen -
CPI G_ommission



—

Yes-1321997 T1gisg CEA P.@04.824

FAXBACKTO:  Michael J. Boskin, 418-723-6494
. Questions on Consumer Price Index (CPY)
1. What 13 your best judgment as to the likely bias in using

changes In the CPI as an estimate of the change in the
cost of living? -

2. What would be your best judgment of the minimum
amount of bias you're fairly certain of?

NOTE: I 2m oaly inquiring about your judgment of the size of the potential bias, not -
about if or how COLA's should be adjusted. You may well believe that COLA's should
Dot be adjusted or that COLA's should be adjusted, whether or not there is a bias, but that

i$ not what I'm asking. I'm asking for your best professional judgment on the size of the -

bles only.

Also, if you have not received a copy of the Final Report of the CP] Commission and
would like one, let my office know. '

FAX BACK JO MICHAEL J, BOSKIN
AT 415-723.6494, NO LATER IHAN FEB. 3.
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February 15, 1997
MEMORANDUM FOR TH SIDENT

FROM: - PHIL CAPLANWl
HELEN HOWELL

SUBJECT:  Recent Information Items

We are forwarding the following information items.
Q The National Drug Control Strategy: 1997. Via Barry McCaffrey who notes, “We are

proud of this document.” You are tentatively scheduled to release this on Feb. 25.

‘V) . Gil Grosvenor, Chairman, National Geographic Society, letter on geography
ducation. He notes that your SOTU was “downright exciting.” He offers the help of
&(‘ e National Geographic Society to work with you, Sec. Riley, and the Congress to use
eir national geography standards to develop a pilot national test. We have forwarded
opies of his letter to Rahm,. Bruce Reed, and Mike Cohen.

(C) Sperling/Orszag follow-up on Hispapic income and poverty. You commented on a
January 30 N Times article on the poverty rate among Hispanics. Gene and Peter note
that the Census Bureau is still investigating whether changes impleraented in its income

~ survey biased the results. In addition, possible explanations for lagging Hispanic income
% growth include: continuing discrimination in the labor market; the breakdown of the

%traditional family structure (Hispanic familigs headed by a single female increased 35%

& between 1990 and 19935 _and female-headed families tend to have a low incoine); and,
lack of education and English-language skills may be limiting oppoitunities for
S Hispanics. Existing policy responses: EITC, SBA loans, improved enforcement of the
% Community Reinvestment Act, Title I spending and the Departmeat of Education’s
\‘ q ‘bilingual education and emergency immigrant education programs. NEC staff will

continue working with the Census Bureau and others to examine trends in Hispanic
income and poverty, and if you’d like, will work with DPC to explore policy options.

\) “God and thec White House,”and other articles by Shaun Casey, Ph.D. candidate at
Harvard Divinity School. Via Flo McAfee per your request. Over the past four years,
Missy Daniel, editor of the Harvard Divinity Bulletin, and Shaun have provided
assistance to Flo on religious issues.
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MEMORANDUM FOR THE PRESIDENT

FROM: " GENE SPERLING
PETER ORSZAG
SUBJECT: Hispanic income and poverty

This memorandum is an initial response to your comments on the attached article
(“Hispanic Households Struggle as Poorest of the Poor in U.S.,” New York Times, January 30,
1996). The newspaper article highlights the distressing plight of many Hispanics in the United
States. Census data confirm the tenor of the story: real median household income for Hispanics
has fallen significantly over the past few years — from $24,137 in 1993 to $22,860 in 1995. The
1995 figure is more than $1,000 lower than for any year since 1972, when these data begin.

Problems with the data

We must take some care in interpreting the most recent figures for median income,
however. First, the Census Bureau is still investigating whether changes implemented in its
income survey -- including the introduction of a smaller sample and new data processing
procedures -- biased the results. Second, those data only measure what is happening to the
middle of the household income distribution. Other indicators paint a somewhat different stciy:

. Other Census data show that the poverty rate for Hispanics. while it remains relatively
high, fel! in 1995 -- from 30.7 percent in 1994 to 30.3 percent in 1995.

. The unemployment rate for Hispanics has fallen from 11.6 percent in 1992 to 8.3 percent
now.

Nonetheless, the data do suggest that Hispanics are not benefitting as much as other
groups from recent economic growth -- especially when the focus is the past decade or so, rather
than the most recent year.

Possible causes

There are several possible explanations for lagging Hispanic income growth. One
possible cause is continuing discrimination in the labor market. The Affirmative Action Review
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submitted to you in July 1995 reported significant, continuing discrimination against Hispanics.
Audit tests, for example, show that Hispanic interviewers receive substantially fewer job
interviews than white interviewers with identical qualifications. And Hispanic men earn only 81
percent of the wages earned by white men at the same educational level. It is not clear, however,
that discrimination has become any worse over the past few years -- and therefore may not be a
compelling explanation for the recent decline in median income for Hispanics.

Second, the breakdown of the traditional family structure seems particularly. severe for
Hispanics. The number of Hispanic families headed by a single female increased by 35 percent
between 1990 and 1995 -- significantly faster than the growth rate for all Hispanic families.
Since female-headed families tend to have relatively low income (their median income was
$13,474 1n 1995), the growth in those families has pulled down the income of the typical
Hispanic family. And income has fallen particularly sharply for Hispanics living alone,
providing further evidence that family structure matters.

“Third, lack of education and English-language skills may be limiting economic
opportunities for Hispanics. For example, the Hispanic high-school dropout rate is substantially
higher than for other Americans. In 1994, 31.4 percent of 18-21 year old Hispanics had dropped
out of high school, relative to 13.7 percent for the nation as a whole. The New York Times article
also notes that immigration of relatively low-skilled Hispanic workers has been significant, and
could be pulling down the median income figures.

Policy responses

Ensuring that Hispanics share in the benefits of growth seems a crucial policy objective,
especially since the Hispanic population is projected to rise from 10 percent of the U.S.
population currently to almost 20 percent by 2030. We would note, however, that many of the
Admixnistraiien’s existing pclicies are he!ping to reducc poverty and raise incomes among
Hispanics:

. The Earned Income Tax Credit lifted about 900,000 Hispanics out of peverty in 1995 (3
percent of the Hispanic population). Your expansion of the EITC in 1993 played an
important role in producing this result.

. The Small Business Administration has extended more than 1 1,000 loans, totaling $1.9
billion, in loans to Hispanics since 1993. In the previous 4 years, the SBA had extended
fewer than 3,000 loans, totaling just $611 million, to Hispanics.

. The Admiinistration’s reform and improved enforcement of the Community Reinvestment
Act has helped more low-income minority borrowers to obtain loans. Between 1993 and
1995, the number of mortgage loans to Hispanic home buyers increased by 37 percent.

. About one-third of Title I students are Hispanic, and we have increased Title | spending
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by almost $1 billion (15 percent) since 1993. In addition, the Department of Education’s
bilingual education program and emergency immigrant education programs
disproportionately benefit Hispanic students. Our budget raises funding for the bilingual
education program by 45 percent, to $199 million in FY 1998, and for the emergency
immigrant program by 50 percent, to $150 million.

The Administration also has a series of policies geared specifically to Hispanics. For
example, we have established an advisory commission to oversee improvements in education for
Hispanic Americans (Executive Order on Educational Excellence for Hispanic Americans);
strengthened the Department of Justice’s Civil Rights Division to protect against discriminatory
aspects of employer sanctions; and appointed more Hispanic Americans to senior level positions
than any’ Administration in American history. '

The NEC staff will continue to work with the Census bureau and other interested parties
to examine trends in Hispanic income and poverty. If you are interested, we could also work
together with Bruce Reed to explore possible policy options -- including expansions of current
programs -- for addressing this issue. Please advise.
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U.S. COMMODITY FUTURES TRADING COMMISSION
Three Lafayette Centre, 1155 21st Sireet. NW, Washington, DC 20561

Brooksicy Born (202) 418-5030
Chairperson February 14, 1997 (202) 418-5520 Facsimnile

The Honorable Gene Sperling
Assistant to the President

for Economic Policy
2nd Floor - West Wing
The White House
Washington, D.C. 20502

Dear Gene:

Enclosed is a copy of my oral testimony presented at the hearings on S. 257, a bill to
amend the Commodity Exchange Act. I would like to address the first three topics outlined in my
testimony at Tuesday’s meeting of the President’s Working Group on Financial Markets.

Sincerely yours,
Brooksley Born

enclosure

P. 002
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ORAL TESTIMONY OF BROOKSLEY BORN
CHAIRPERSON '
COMMODITY FUTURES TRADING COMMISSION
BEFORE THE .
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY
U.S. SENATE

FEBRUARY 11, 1997

Mr. Chairman and members of the Committee, thank you for
inviting me to present the views of the Commodity Futures Trading
Commigsion on S. 257, a bill to amend the Commodity Exchange Act.
I request that my written testimony be included in the record of
the hearing. With me here today are the other four Commissioners,
Joseph Dial, John Tull, Barbara Pedersen Holum and David Spears.
My testimony represents the unanimous view of all of us.

The Commission welcomes this Committee’s review of the
Commodity Exchange Act. Rapid changes in the futures and option
markets in the U.S. require periodic review of the Act and of the
Commission’s regulations to ensure that they continue to serve the
important missions of maintaining the competitive strength,
fairness and integrity of the markets and protecting :nariet
participants and the public from manipulation, fraud, and other
abuses. The Commission is dedicated to reducing unnecessary
regulatory burdens while at the same time preserving important
public interest protections and has proposed or adopted a number of
amendments to streamline its regulations.

As stated in our written testimony, the Commission supports a

number of the provisions in S. 257 and commends the bill’'s sponsors
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for these thoughtful improvements to the Act. The Commission, at
the invitation of Chairman Lugar and Senator Leahy, has proposed
modest amendments to the Act which would significantly enhance the
Commission’s enforcement powers. Those proposed amendments to the
Act are not currently included in S. 257, and we urge this
Committee to consider their inclusion.

I will focus my oral comments on four aspects of the bill
which the Commission believes would likely result in the pervasive
deregulation of our futures and option markets and thus would pose
grave dangers to the public interest. These changes would
radically alter the regulatory system that has allowed our futures
markets to become the strongest and most respected in the world and
would leave those who use and rely on the integrity of our markets
exposed and unprotected.

1. Professional Markets

The Commission strongly opposes the provision of the bill that
would create a broad exemption from the Act for professional
exchange markets. This provision would 1lead to widespread
derequlation of our futures exchanges by eliminating federal
oversight as long as exchange trading was limited to e;tit;es
inciuding small businesses, proprietorships, pension funds, mutual
funds, insurance companies, and commodity pools of individual
investors, as well as large institutions. The exchanges estimate
that approximately 90 percent of the trading volume on their
markets currently is on behalf of such entities. We believe that

simple rule changes on the part of U.S. exchanges could convert

P. 004
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them into professional markets subject to no federal regulation
under the bill’s provision.

This legislation would create U.S. futﬁres exchanges with less
government regulation than any other significant futures exchanges
in the world. For more than a decade, the Commission has played a
vital role in encouraging other countries to adopt necessary
regulatory regimes for futures exchanges, and they are doing so.
The bill would send a signal that the U.S. no longer is willing to
act as a world leader in protecting the economy and the public from
the risks these exchanées pose. Furthermore, the bill would allow
exchange trading with far less government oversight and regulation
than the London Metal Exchange at the same time that the United
Kingdom is etrengthening its regulatory protections to prevent a
reoccurance of the Sumitomo debacle.

The bill would eliminate all of the protections cf the Act
that Congress has adopted over the years except for its
prohibitions against fraud and manipulation. Indeed, the
Commission would lose virtuvally all the regulatory tools necessary
for effective enforcement of even those prohibitions.

The Commission’s market surveillance over the 11 U.S. fﬁtuf@s
and option exchanges would be eliminated, as would requirements
such as speculative position limits, large trader reporting, and
exchange recordkeeping. Thus, the Commission would be unable to
analyze aberrational price movements on the markets, including
suspected price manipulation. Exchanges would not be subject to

the current legal standards relating to their futures contracts,

(€N
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rules or governance. Standards for trading in these markets such
as the requirement of open trading and audit trail would also be
eliminated.

The Commission currently supervises 64,000 commodity
professionals who trade on the floor of the exchanges or deal with
customers. The standards applicable to them, including
registration, fitness standards, risk disclosure to customers, and
sales practice standards, would be abolished, leaving customers
without meaningful governmental protection. Statutory and
regulatory standards relating to the financial integrity of the
markets and its participants would also be eliminated. These
standards include segregation of customer funds, net capital
requirements, financial reporting, margining of accounts and
special bankruptcy protectious.

As part of its effort to reduce unnecessary regulatory
burdens, the Commission established a pilot program exempting
professional exchange markets from a number of regulatory
requirements in November 1995. To date, no exchange has opted to
participate in that program. The Commission believes that such a
pilot program would provide the necessary experience to degermine
the appropriate regulatory regime for professional exchange markets
and has asked the exchanges for suggestions for improving the
program.

The exchanges have said that they should be able to operate in
the same unregulated environment as the over-the-counter markets.

However, exchange trading involves important public interest
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considerations which require a higher level of regulation than
over-the-counter markets. Exchanges create a concentration of
financial <risk not present in bilateral over-the-counter
transactiona and therefore pose a more serious systemic tbreat to
our economy.‘ There is also a strong public interest in protecting
the price-discovery and price-basing functions uniquely performed.
by exchanges. The prices established by the futures exchangés
affect what we all pay at the grocery store and at the service
gtation, what we pay for our silverware, our copper plumbing and
our lumber. That is why Congrees created the CFTC and provided it
with powers to protect the public interest in these markets.

Merely restricting participation in the futures markets to
large institutions is insufficient to protect these important
public intereets and cannot.justify abandoning the protections of
the Act. In fact, it is the large institutions which have the
power to hurt us all by their attempts at manipulation, Dy causing
price distortions or by financial irresponsibility. To demonstrate
this point, I need only refer to the financial repercussione from
the collapse of Barings Plc., the effect on the price of copper by
Sumitomo Corporation’s trading,.Metallgesellschaft's enormo;s léss
in the oil market, and the Hunt brothers’ attempt to manipulate the
world market in silver.

The U.S. exchanges are the strongest, most dynamic and most
innovative in the world. Their volume of trading in 1996 was the
second highest in history, and the Chicago Board of Trade set a new

world record. During fiscal year 1996, U.S. exchanges launched 92
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new contracts approved by the Commission. Indeed, exchange trading
in the U.S. has thrived under our current regulatory system, which
has assured market participants around the world that our .markets
are fair, safe and transparent.

While ti‘xe U.S. exchanges point to the decrease in their
percenéage of world trading, that is principally a function of the
recent creation of new futures exchanges in countries around the
world in emulation of the U.S. success. Most of that foreign
trading supports local cash markets and does not compete directly
with U.S. futures contracts. Despite the growth of foreign
markets, U.S. trading volume has also continued to grow at a
healthy rate.

The bill would not permit deregulation of futures markets in
certain domestic agriculturai products, presumably because it would
be too dangerous to do so. The Commission believes that futures
markets in other products -- for example, crude oil and heating
oil, copper and silver, coffee and sugar, and financial
instruments -- deserve the very same level of regulatory
protectlon Furthermore, the Commission is extremely concerned
about whether it would ba able effectively to regulate énd to
protect markets in agricultural products which would trade 51de—by-
side on the same exchange with totally unregulated markets.

2. Treasury Amendment

The Commission agrees that the Treasury Amendment provision of
the Act needs to be clarified and has submitted a proposed

provision at the invitation of Chairman Lugar and Senator Leahy,

P. 008
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which we urge the Committee to consider favo:ably.

Unlike the Commission’s proposal, the bill‘s provision would
for the first time deregulate exchange trading in futures on the
Treasury Amendment instruments as long’as_;he exchanges exclude
some element‘of the general public. These products constitute more
than 70 percent of the trading on the Chicago Board of Trade and
nearly 40 percent of all U.S. futures exchange trading. With
respect to such markets, the bill’s provision would not even
preserve the Act’s prohibitions on fraud and manipulation, Aespite
the fact that the Commission’s most recent manipulation case
involved CBOT’s U.S. Treasury note futures contracts.

The bill‘’s Treasury Amendment provision would also for the
first time endorse the sale of futures and option contracts to
members of the general public without the protections of the Act.
Fraud in this area is rampant. The Commission has brought 19 cases
involving fraudulent of f -exchange sales of foreign currency futures
and options since 1990, involving more than 3200 customers who had
invested over 250 million dollars. 1In light of this situation,
more regulatory power may be needed -- certainly not less.

With respect to over-the-counter transactions ih. T;easgry
Amendment futures and options between sophisticated traders, it is
the Commission’s view that federal law should prohibit fraud and
manipulation, whether enforced by the Commission or other federal
authorities. The bill does not include such prohibitions.

For these reasons, the Commission opposes the bill'’s provision

on the Treasury Amendment.
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3. Private ansactions

The Commission has provided legal certainty to the
over-the-counter derivatives market by the careful and responsible
exercise of the exemptive authority g;§nted_to the Commission by
Congress in 1992. The bill would codify those exemptions. While
the Cbmmission has no plans to’' modify "its exemptions, the
Commission opposes transforming them in;p a blanket statutory
exemption. Both the Commission and the President’s Working Group
on Financial Markets have been watching and evaluating this
enormous and evolving $53 trillion market. The bill would
eliminate all regulatory flexibility to respond quickly if

developments in that market required.

4. Contract Designation and Rule Approval
R The bill’‘s provisions on contract market designation and
exchange rule approval are both unnecegsary and unwise. The

Commission, as part of its commitment to streamline its rules and
to reduce unnecessary burdens, hLas pzopoased fast-track approval
requlations that would permit most new contracts and exchange rules
to go into effect within 10 or 45 days. This approach is far
preferable to the bill’'s provisions, which would effegtivély
eliminate the Commission’s ability to improve defective contracts
and rules before they go into effect, to insure their compliance
with the law, to seek public comment if they impact on important

public interests and to coordinate with other interested government

agencies.
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Thank you very much for the invitation to express the views of

the Commission. I would be happy to answer any questions you may

have.



PRESIDENT CLINTON JIRST FOUR YEARS:
AN ECONOMIC «EPORT CARD

v/

Employment

First Clinton Administration

11.5 million new jobs

Best Since

Only Administration
to exceed 11 million

Related Facts

Faster growth rate than any Republican Administration since
the Roaring 1920's. 93 percent of the net new jobs were in the
private sector.

v

Construction Jobs

1 million new jobs

Fastest growth since
Truman

Four times more new construction jobs than during the
previous 12 years.

v/

Automotive Jobs

114,000 new jobs

Fastest growth since
Johnson

The United States is once again the world’s number 1 producer
of automobiles -- for the first time since the 1970's.

v

Deficit Reduction

From 4.7 percent of GDP in 1992
to 1.4 in 1996

Largest fall since
Truman

Deficit narrowed for four years in a row under one President for
the first time since before the Civil War.

v

Investment Growth

10.3 percent per year

Fastest growth since
Kennedy

Business investment averaged 7.7 percent of GDP -- the highest
share for any Administration since before World War II.

v

Mortgage Rates

7.9 percent per year

Lowest average
since Johnson

Most interest rates were low. For example, rates on 10-year
Treasury bonds averaged 6.5 percent -- the lowest average since
the Johnson Administration.

K4

Homeownership

Rose from 63.7 to 5.4 percent of
households

Largest increase on
record

Reached its highest level in 15 years.

v

Stock Market

The Dow Jones Industrial Average
rose from 3242 to 6844

Fastest growth since
World War 11

The real growth rate was higher than for any Administration
since World War II.

Unemployment and
Inflation

Combined rate: 8.8 percent

Lowest average
since Johnson

Unemployment fell from 7.5 percent in 1992 to 5.4 percent in
1996 and has remained under 6 percent for 29 months.

v

Inflation

2.8 percent per year

Lowest average
since Kennedy

Underlying inflation -- excluding volatile food and energy
components -- was lowest since the Kennedy Administration.

College Enrollment
Rate

62 percent of recent high school
graduates

Highest average on
record

The high-school dropout rate was the lowest of any
Administration on record.

Median Family
Income

2 percent real growth since 1993

Fastest growth since
Johnson

Up $1,600 since 1993.




Clinton
Bush
Reagan |l
Reagan |
Carter
Ford
Nixon
Johnson
Kennedy
Eisenhower
Truman

Source:

Clinton
Bush
Reagan I|
Reagan |
Carter
Ford
Nixon
Johnson
Kennedy
Eisenhower
Truman

Source:

New Jobs

(Thousands)

11500
2533
10742
5246
10486
2039
9206
12146
3592
3489
5421

Based on data from the
Bureau of Labor Statistics,
Department of Labor.

Homeownership

(Change in rate)

1.7
-0.2
-0.2
-1.5
0.8
0.2
0.5
1.2

Based on data from the
Bureau of the Census,
Department of Con.merce.

Based on data from the
Bureau of Labor

Constructicn Automotive Job

Job Growth Growth

(Thousands)  (Thousands)
1017 144
-667 - -35
633 -13
285 98
723 -124
-424 5
481 12
456 153
199 109
142 -250
1580 137

Based on data from the
Bureau of Labor Statistics,

3:125;:;? Department Department of Labor.
Combined
Unemployment
Dow Jones and nflation
(Real growin,
percent) (Average)
15.6 8.8
5.7 10.7
12.0 9.7
15 14.4
-9.5 16.4
5.2 15.9
99 10.7
1.6 6.8
47 7.1
8.8 6.3
9.7 6.9

Based on data from the

Department cf Treasury .
analysis. Bureau of Labor Statistics,

Department of Labor.

Business

Deficit Investment
(Change in
percent of
GDP) (Growth)
-3.5 10.3
1.7 20
-1.7 3.0
2.1 5.2
-1.6 6.2
4.0 1.6
-2.6 6.1
1.7 9.8
1.4 11.2
-0.5
-23.2

Based on data from the
Bureau of Economic
Analysis, Department of

Based on data from the
Congressional Budget
Office.

Commerce.

College
Inflation Enroliment Rate
(Average) (Average)
2.8 62.1
4.2 60.9
35 53.1
49 56.8
10.4 49.8
7.0 49.0
6.2 50.3
2.9 513
1.2 47.3
1.4 45.1
26

Based on data from the Based on data from the
Bureau of Labor National Center for
Statistics, Department  Education Statistics,

of Labor.

Department of Education.

Mortgage Rates

(Average)

7.9
9.5
10.7
14.9
11.0
9.1
7.9

Based on data from the
Board of Governors of
the Federal Reserve
System.

Median Family
Income

(Real growth,
percent)

21

-1.9
1.7
0.9
-0.5
0.6
0.8
4.1

3.1

2.4

Based on data from the
Bureau of the Census,
Department of
Commerce.



DON’T TAKE OUR WORD FOR IT:
ASK BARRON’S

. Barron’s recently compared overall economic performance during every Administration
since Would War II. The study concluded that President Clinton’s first term was better
than any Administration since John F. Kennedy was President, and that “the economic
achievements of the Clinton Administration are impressive.” [Barron's, August 12, 1996]

. Other experts agree.

Money Magazine: President Clinton has “presided over the kind of economic progress
any Republican President would be proud to post.” (Money Magazine, August 1996}

" Paul Volcker, former Chairman of the Federal Reserve: “It’s been a remarkable
period of steady growth, low inflation and low unemployment.” (8/396)

Allen Sinai, a leading economic forecaster: “When the history book on this business
cycle upturn is written, it will go down as the best ever, compared with other post-World
War I upturns.” [10/2396)

Donald Straszheim, chief economist at Merrill Lynch: “The U.S. fundamentals are
better than at any time in the last 25 years and that is no exaggeration.” (171796)

R

Barron's Economic Report Card

Total score

Clinton Bush Reaganll Reagan| Carter Nixon-Ford Nixon| Johnson JFK-LBJ Eisenll Eisen! Truman

Source: Barron's, August 12, 1996.
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any information which wiil

help us identify what works
~and what is wasted in
education in America.

Forward your comments to

Corgressman Pete Hoekstra

X
122 Longworth Building Acompwlxensweplan Ioemllmte ulleze
Washington, D.C. 20515

. “we are and where we st 2o to tuke ony;
e-mail: tellhoek@hr. house. gov -

cluldt I tlze 21 centuiy

Conoressman
Building the Case ~ + } _
Jfor Rational Government . Pete HoekStl'a




The Problem

* One-half of all adult Americans are
functionally illiterate.

* 56% of all édllege freshman take some
Kind of remedial education class,

" 64% of 12* graders do not read at a
proficient level,

* SAT scores have dropped nearly 60
points in the past three decades.

Combined SAT Scores
975
950 | ‘e,
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925 ‘e,
[ P .
900 ‘oo,
1570 1980 1990

Washington’s
Response

760 Programs

39 Bureauc&racies

$120 Billion.

VoIS ABOUT HELPING STUDENTS LEARN.
Report after report on the state of American education details the nced for dramatic improvement (o
prepare our nation’s children for the 21st century. This project is about examining how it can be im.

proved to enhance student learning,

v IT'SABOUT WHAT WORKS.

Members of Congress will listen to Americans around the country about how to provide a quality
education to America’s youth that focuses on basic academics, parental involvment, and sending dollars
to the classroom.

V' IT'S ABOUT WHAT’S WASTED.

Young Amex"icans are clearly not performing up to their full academic potential—-despite the more than
760 federal education programs which span 39 agencies at the price of $120 billion annually,

v IT’S ABOUT RATIONAL GOVERNMENT,

For too long, we have relied on Washington bureaucracies to solve all our nation’s problems. This
project is all about creating a more rational approach to education based on what actually works.

v IT'S ABOUT WORKING TOGETHER.




February 13, 1997

MESSAGE FOR FEBRUARY 1997 RECESS .

H VERRIDING THE : _ B
A. Five goals we share with the President: ' - '
1. Helping welfare recipients find jobs;
2. Improving education;
« 3. Combating Juvenile crime;
4. Providing tax cuts;
5. Making Washington, DC, a mode] city:

B. . Three questions we need to ask our constituents:

What changes must be made to the Tax Code to simplify it and end the IRS as

2.
we know it? (If a $4 billion computer system can’t figure out the Code, maybe
it’s too complicated!?)

3. What works and doesn’t work in education?

imperative.” And we need a constitutionaj amendment to ensure that a balanced budget
is guaranteed for future generations. : :

II. FRAMEWORK FOR C OMMUNICATING SPECIFIC IDEAS:
' Values first (Yes, a sound education is vita] for our children anq -

fundamental to oyr society)

Goals second (And every child should read by 8 years of age)

Solutions third (So we need to learn what works and what doesn’t to help
students succeed. [t wil] require less money in the hands of
Washington bureaucrats and more money at home for
teachers, classrooms, and computers, as we]] as more input
from parents and studying from our children.)

1. SUMMARY:



"l!-- L P o
F'T.‘: el I S
b i bl see

l&"’ e LR ol By

What is the

* IT'S ABOUT HELPING STUDENTS LEARN. Report after report
on the state of American education details the need for dramatic
improvemient to prepare our nation’s children for the 21st century.
This project is about examining the federal role in education to see
how it can be improved to enhance student learning.

ey By

Crossroad

s Project?

1ot performing up to their full academic potentia] - despite the over

Members of Congress will trave] the country in order to learn from
teachers, parents, and school leaders — Americans from alj walks of
life -- what they: think-needs to be done toimprove education. By

Committee on Education and the Workforce
U.S. House of Representatives

Room B346 Rayburn Hoyse Office Building, Washjngton, D.C. 20515 202/225-7101 /
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Next, th= Committee then contacted each of the 39 agencies and requested
verification that the programs were within thejr Jurisdiction and, if so, that they provide
the Committee with essential information or, each program thar wij| allow the
Committee to properly oversee these rrograms. Since F ebruary 1996, these agencies
have added over 100 Programs to the original list of 760. While it may be true that not
everyone would agree that every program on this list is focused on “education” in the

traditiona] sense, it is clear that to this day the fu] extent of the federa] government’s
involvement in education is unknown.

|

Committee on Education and the Workforce
U.S. House of Representatives
Room B34¢ Rayburn House Office Building, Washington, D.c 20515 202/225.7101




IMPORTANT FACTS ABOUT AMERICAN EDUCATION

SCHOOLS AND STUDENTS

Number of Schools

e There are over 111,000 public and private elementary and secondéry schools
in the United States.! N

Number:of Students -
* In 1996, approximately 51 million students were enrolled in primary and

+ Secondary schools. Of those, over 45 million students were enrolled in public -
schools and almost 6 million were enrolled in private schools.*

Enrollment in Targeted Population Programs

. During the 1994-95 school year, almost 5 million students with disabilities
were served under the Individuals with Disabilities Education Act (IDEA)."

* During the 1993-94 school year over 6 million students were receiving Title 1
services." :

TEACHERS

Number of Teachers

. There are approximately 3 miillion elementary and secondary school
teachers.”

Student Teacher Ratio
¢ The average student teacher ratic in the United States is about 17 to one ¥

Salary

e In 1992, the average salary range for an elementary or secondary school
teacher was $21.900 to $38,000 per year.”

SPENDING

Amount Spent on Elementary and Secondary Education :

* The United States spent $287.5 billion dollars on elementary and secondary
education in the 1993-94 school year. Of that, 83% was spent by state and
locai government and 6% was spent by the Federal Government. The

remaining percentage.came. from private contributions.and miscellaneous
sources, “



Percent of Gross Domestic Product
Approximately 3.5% of the United States' Gross Domestic Product (GDP) is
Spent on primary angd secondary education. In Comparison, the United

States spends more than 11 of 12 other comparable countries on elemen'tary
and secondary education

STUDENT ACHIEVEMENT

Literacy Rate

Almost 20% of Americans are considered functionally illiterate, reading and

writing below g* grade level. 13% are considered totally illiterate, reading
and writing below 4% grade level ®

Reading Test Scores

Between 1992 and 1994, NAEP reading scores have not improved by more

- than two points @ | 1992, United States’ 14-year-olds scored an average of

535 on reading literacy tests. Eight other Comparable countrieg — including
Sweden, Hong Kong and Switzerand — achieved higher scores * 60% of
12% graders ¢annot read at a proficient level X

Mathematics Test Scores

Between 1992 ang 1994, mathematics Scores on NAEP dropped by one
point for students aged 17.™ The average score for 8t grade United States’
students on the math portion of the Thirg Internationa| Mathematics and
Science Study (TIMMS) was 50 » thirteen points below the international
average of 513. At least 20 courntries scored higher than the U.S.x

Science Test Scores

Between 1992 and 1994 science Scores on NAEP for @ 13 and 17-year-olds
remained approximately the same ™ -The average score for 8" grade U.S_
students on the science portion of TIMMS was 934. Some countries, such
as Singapore, Japan and Korea, achieved Scores over 6QQ *vii



History Test Scores

* Only 17% of American fourth graders, 14, of eighth graders and 11% of
twelfth graders are proficient in history as tested through NAEP

Time Spent in Formal Instruction
* The average 13-year-old spends approximately 5.6 hours per day in forma|
instruction, 178 days per year and a total of 1,000 hours per year. China,
Koréa, Taiwan, Japan, Germany, Israel, Italy and Switzerland a|l spend over
200 days per year in formal instruction.™ The United States spends fewer
¢« days in school than more than 15 other countries. Within the States, New

York spends the most number of days in formal instruction and Minnesota
Spends the least ™ .

Scholastic Assessment Test (SAT) Scores :
¢ Inthe 1994-95 school year, 41% of graduates took the Scholastic Aptitude

Test (SAT). Of those, the average combined score was 910. This has
dropped from 937, the average score in 1972 o

......

Advanced Placemant Tests
¢ Over 500,000 students took Advanced Placement (AP) tests in 1 996, 'slightly

percent of the test takerg were women. Minority students made up 29% of
the pool, which is an increase from recent years ™

International Comparison )
e Arecent international education Comparison found that United States’
students scored far below both Japanese and British students in al| subjects

for which there were comparisons. in fact, Japanese students came close to
doubling scores of U.S. students in certain subjects ™



HIGHER EDUCATION & EARNINGS

Cost of Tuition

The average cost (tuition and fees) of higher education has risen by over
$5,000 since 1980 when it cost just over $3,000 to attend school. In the
1995-96 school year the average cost was almost $9,000. The cost of
private schools have gone from approximately $5,500 in 1980 to $17,000 in
1995. Public school costs have only risen to $6,000 in that time period, less
than a $4,000 increase ™ - :

Earnings

The median annual income for men who are full-time workers aged 25 and
older with no high school diploma is $22,048 as compared with $28,037 for
workers who graduated with a high school diploma, $32,279 for workers with
some college experience and $43,663 for workers with a bachelors degree.
For women, the median income with no high school diploma is $15,133 as
compared with $20,373 for workers with a high school diploma, $23,514 for

workers with some college experience, and $31,741 for workers with a
bachelors degree >



™ National Center Jor Education Statistics, Education in States and Nations, Indicators Comparing U.s. States with
Other Industrializeq Countrics in | 991, 1996

™ National Center Jor Education Statistics, Education in States and Nations, lndicator.r.Comparing U.S. States with
Other Industrializeq Countries in | 291, 1996 - : _

"""National Center Sfor Education Statistics, Education Indicators: Apn Internationgl Perspecrive, 1996

xxiii

" National Center for Education Statistics, Education in States and Nations, Indicators Comparing U States
with Other Industrialized Countries in 1991, 1996 :

¥ National Center for Education Statistics, Digest of Education Statistics, 1996 :

™ College Beard Online, Almost One-F ifth of Students Entering Four-Year Colleges are Eligible for Credis
Through Advanced Placemen, August, 1696 .

™ National Center Jor Education Statistics, Educdtion in Stoes and Nations, Indicarors Comparing U.s. States
with Other Industrialized Countries in 1991, 199¢"



Education at a Cr | .

providing a quality education. So far, much of wha_t we

. masté;ing basic academics;
* engaging and involving parents; and, ,
*« sending dollars to the classroom where they can do the most good.

Examples of What's Working... .

* The Vaughn Learning Center in Sap Fernando, California. This is a school where the principal, Dr.
Yvonne Chan, took what was once the worst school in the LA Unified School District and turned it
into'a place where children love leamning, parents claim the school as their school, and parents are

intimately involved in their child’s education. In her first year as principal of this school, Dr. Chan
saved 1.5 million dollars by cutting bureaucracy.

* The ATOP Academy. This school in Phoenix, Arizona is an example of what can happen when parents
and teachers put their minds together to improve education in their community. The ATOP Academy
concentrates on basic academics and parental involvement, ‘They havé an office for the parents to use

and assist in running the school. The students at the ATOP Academy are unbelievably inspiring. For

* The Harrison, Arkansas public school system . This district spend far less per pupil than most districts

in the country, yet jts student test scores are am ong the highest and 70 percent of the graduates g0 on
to college.

* In major cities aéross the country such as Los Angeles, New York. Milwaukee, and Detroit where in
many cases the odds are against the children, these students are excelling. Many inner city schools
have set the example of how to ensure studen’s receive a high quality education. For example, the
Barclay School in inner city Baltimore, and the Wesley School in inner city Houston. The two schools
have defied conventional wisdom and are educating the hardest to serve poverty stricken children to

* Lewis and Clark Elementary School in Pocatello, Idaho. Thijs five year reform effort has paid off for
this once-troubled school. Attendance is up, as are test scores for these 590 students (33 percent in
language arts and 50 percent in math).

* Sace Elementary School. In Sace, Montana this school with a student population of 64 hasn't been
stopped from being put into the driver's seat on the information superhighway. Computer lessons
begin in kindergarten and Spanish classes are beamed by satellite to students in all grades.
Standardized test scores are up 23 percent.

The list £0¢s on, and on, and on.. byt our list is not cnough. We would like to hear from You on what s
working in your district. Please fill out the following form called “Great Schools Doing Great Things™ and
send it to the Committee on Education and the Workforce. We look forward to working with you to

improve education for our children. we hope that these great examples will soon bec
than the exception,




TEN THINGS YOU CAN DO T0
IMPLEMENT THE

1. Visit several local schools of excellence (use objective measures of proven academic
improvement wherever possible.) Be broad-based...include public education, private
education and home schooling options.

2. Visit early childhood development programs (i.e. H_c;ad Start) and observe how school-
readiness is encouraged.

3. Visit adult literacy, family and child-literacy programs. Talk with volunteers and new
readers about their experiences. :

" 5. .Conduct town meetings on educatjon ... invite parents, students, teachers, school leaders,
| school board members, and izterected citizens to identify what works and what’s wasted
in local, state and federal programs.

6. Write an op-ed for local media talking' about the Crossroads projects and your interest in
finding out what works and what’s wasted.

7. Establish an educaticn advisory board and meet with them regularly on education issues -
in the disirict and state, -

| 9. Speak abaut educational excellence at high school, community college, and university
commencements.

'0. Ask the Committee on Education and the Workforce for information and sample
materials, and share relevant information about your district with the Committee.

N




