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MEMORANDUM
TO: NEC STAFF
FROM: ANNE H. LEWIS
RE: AFL CIO CONVENTION
DATE: SEPT 10

The President will be speaking at the AFL CIO convention on Sept 24th. The Vice
President will be speaking and participating in other meetings or events on Sept
20th. We will need to prepare substantive background for both on a number of
issues. .

For the President, Craig Smith’s shop will be the Staff Contact, but we can
anticipate that he will need input from us. | would like to prepare the paper early
enough so that the VP can also use it. Therefore, the deadline is Wed Sept 17th at
5 PM. Here's a heads up on what we will be asked for:

Issue Length Assignment
Fast Track 1 page Lael (pls coordinate
with Vicky or whomever)
Project Labor, procurement

Et al 1 page Kathy
Comp Time paragraph Anne
Team Act " Anne
Electricity Restructuring “ Kathy
Aerospace Offsets “ Dorothy
Climate Change “ Peter (with CEQ)
Education& Trng

(Skill grants) “ Bob/Anne
FLSA Application “ DPC
Privatization “ DPC
Davis Bacon, Service

Contract, OSHA, MSHA Anne
Pensions “ Ellen
Credit Unions “ Ellen

"

Social Security Peter

Please make sure that the paragraphs are short. Staff Secretary does not want a
10 page background memo.



[AETBRIEF WED

MEMORANDUM

_TO: NEC STAFF

FROM: ANNE H. LEWIS

RE: AFL CIO CONVENTION
DATE: SEPT 10

— PageT] '

The President will be speaking at the AFL CIO convention on Sept 24th. The Vice
President will be speaking and participating in other meetings or events on Sept
20th. We will need to prepare substantive background for both on a number of

issues.

For the President, Craig Smith’s shop will be the Staff Contact, but we can
anticipate that he will need input from us. | would like to prepare the paper early
enough so that the VP can also use it. Therefore, the deadline is Wed Sept 17th at
5 PM. Here's a heads up on what we will be asked for:

Issue Length
Fast Track 1 page
with
Project Labor, procurement

Et al 1 page
Comp Time paragraph
Team Act “

4

Electricity Restructuring
Aerospace Offsets
Climate Change
Education& Trng
(Skill grants) "
FLSA Application “
Privatization
Davis Bacon, Service
Contract, OSHA, MSHA
Pensions “
Credit Unions "
Social Security

"

Please make sure that the paragraphs are short.

10 page background memo.

Assignment

Lael (pls coordinate
Vicky or whomever)

Kathy
Anne
Anne
Kathy
Dorothy
Peter (with CEQ)

Bob/Anne
DPC
DPC

Anne
Ellen
Ellen
Peter

Staff Secretary does not want a
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WELFARE REFORM
Fair Labor Standards Act (FLSA)

Privatization

Welfare to Work: DOL has released $1.1 billion in welfare to work formula and
competitive grants thus beginning implementation of the $3 billion Welfare to Work
program we won in the Balanced Budget Agreement. The grants aim to create job
opportunities for the hardest to employ welfare recipients.

EDUCATION & TRAINING

Vouchers: The AFL-CIO opposes efforts in Congress to promote vouchers for
private schools. The Administration has threatened to veto both (1) the Coverdell
amendment, which would allow penalty-free withdrawals from IRAs for education
expenses {this might move in the Senate independently or as an amendment); and
(2) a voucher plan in the D.C. Appropriations bill.

Standards &Testing: The American Federation of Teachers (part of the AFL-CIO)
has been a strong supporter of the standards effort, and of the national tests in
reading and math. (The tests were dealt a blow last week in the House, but a deal
was struck in the Senate. The issue will be settled in Conference, and may result
in a veto).

Job Training: The Administration is making progress on its agenda to reform job
training programs by empowering workers with Skill Grants. The House passed its
version of reform legislation earlier this year and Senators Jeffords and Kennedy
have just introduced a bill which incorporates many of the principles of the
President’s GI Bill for America’s Workers.

SAFETY AND HEALTH

OSHA Funding: The Administration requested a 6% increase in funding for Fiscal
Year 1998. House and Senate-passed appropriations bills reduced the increase to
3%, or $11 million over the FY 1997 spending level. We have consistently fought
significant budget cuts.

OSHA Enforcement: As part of OSHA's reinvention efforts, the Agency has placed
greater emphasis on compliance and less on enforcement. The AFL CIO was very
critical of the resulting decline in inspections during the first Administration. In part
because of this criticism, inspections in the first three quarters of 1997 are up
32% from Fiscal Year 1996.

Ergonomics: OSHA is working to combat cumulative trauma and other repetitive
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stress disorders - one of the fastest growing workplace injuries; its four part
strategy includes education and outreach; study and analysis; enforcement; and
rulemaking. There have been 91 federal OSHA ergonomic investigations so far in
FY 1997. Though the FY 1998 bill prohibits OSHA from issuing a final or proposed
rule before October 1, 1998, work continues on the development of a standard.

LABOR LAW

The TEAM Act: The TEAM Act would effectively repeal a key provision of the
National Labor Relations Act which prohibits employers from dominating worker
organizations. President Clinton vetoed the TEAM Act in 1996. The bill was
reintroduced this year and reported favorably by the Senate Labor Committee. At
the AFL CIO Executive Council in February you reiterated that the President will
veto “any bill that undermines the collective bargaining process or permits company
unions filled with employers’ hand picked representatives.”

You may be asked about an amendment that Senator Bingaman is circulating.
Although the Bingaman amendment aims to narrow the scope of the TEAM Act,
thereby making it acceptable to Democrats, it still allows many circumstances
where employers may select employee representatives and create company unions.
Thus it violates the basic premise of workplace democracy that employees should
be able to democratically select their representatives when dealing with their
employer over issues of wages, work hours and working conditions.

The Administration has not taken a public position on Bingaman’s proposal.

Comp Time/Flex Time: The President has called for responsible comp time
legislation and said he will veto any bill unless it: (l) gives employees real choice, (ii)
protects workers against abuse and (iii)preserves the 40 hour work week. The
Administration has said it will veto both the House passed Ballenger bill and the
Ashcroft bill currently pending in the Senate because they fail the three part test.

Davis-Bacon & Service Contract Act

Davis-Bacon & the Service Contract Act require payment of prevailing wages and
fringe benefits to workers engaged in federal construction & service projects. Both
laws are regularly under assault in the Congress, but there are no pending
legislative initiatives to repeal or amend the statute. If asked, you should reiterate
as you did in February that we will veto attempts to repeal them.

The wage survey used by the Department of Labor to determine the prevailing rate
have been flawed. The Department is working to improve their accuracy and
timeliness. The building trades unions support the Department’s efforts, but oppose
using BLS data as a substitute for the current wage survey process.
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LABOR DISPUTES

UPS Pilots: Negotiations between UPS and its 2,000 pilots, represented by the
Independent Pilots Association (IPA), began in 1995. In late August, the IPA
agreed to sent out the last UPS contract offer for a vote, but without a
recommendation by the union. Results are expected on September 30. The
National Mediation Board has indicated that if the contract is rejected, new
talks will not be scheduled until early next year. The Teamsters union, which
represents 185,000 UPS employees, has promised to honor a strike by the
independent pilots union at UPS.

Amtrak: Amtrak’s unions have been in negotiations since early 1995. On August
5, the Brotherhood of Maintenance of Way Employees (BMWE) rejected the
National Mediation Board’s offer to arbitrate the dispute with Amtrak, triggering a
30-day cooling off period that was to end on September 5. However, on August
21, President Clinton appointed an emergency board to investigate and make
recommendations within 30 days. The PEB’s report will be followed by an
additional 30-day cooling off period.

PRIVATIZATION OF THE EMPLOYMENT SERVICE

Michigan: Governor Engler recently issued an Executive Order that would allow for
the privatization of the Michigan Employment Service. Approximately 400
merit-staffed State employees, represented by SEIU, would be affected by the
Executive Order, scheduled to effect on October 6. The Department of Labor
directed the Michigan Jobs Commission to suspend implementation of the
reorganization plan. The Department has not made a final decision on the legality
of Michigan’s plan.

Texas: A request by the State of Texas to privatize its Employment Service is on
hold. Last spring, HHS rejected Texas’ plan to privatize portions of its Medicaid
and Food Stamps program. Other states are closely watching the Michigan
situation; New York, lllinois and Pennsylvania are considering similar privatization
efforts.

OTHER ISSUES OF INTEREST TO THE AFL CIO & ITS MEMBERS
International Linkages and Offsets in Aerospace
The International Association of Machinists and Aerospace Workers (IAM) is sharply

critical of U.S. aerospace producers’ willingness to provide foreign production
contracts in exchange for aircraft sales, which they believe transfers jobs and
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technology in the short run and, over the longer run, creates new foreign
competitors. Boeing and other U.S. producers defend these voluntary international
linkages as essential for gaining access to the most rapidly growing markets (70%
of Boeing aircraft are exported) and for sharing financial risk. In the case of
mandatory offsets, U.S. producers maintain that -- while they would prefer not to
provide them -- they are the price of getting foreign sales.

Although there is no consensus within the Administration on how to deal with the
offsets issue, we are committed to analyzing and better understanding the offsets
issue, encouraging dialogue among the various interests on this issue; and
continuing to take action to reduce government-mandated offsets through
multilateral agreements and bilateral discussions.

Pensions: Since the start of the Administration, we have taken strong legislative
and administrative action to enhance the ability of Americans to save for retirement
and to protect the security of those savings. The Retirement Protection Act,
proposed in 1993 and enacted in 1994, has put traditional defined benefit plans
and the Pension Benefit Guaranty Corporation back on a firm footing, protecting the
security of over 40 million workers who participate in those plans. In 1996, we
passed major pension simplification legislation and took strong administrative steps,
which appear to be meeting their goals of expanding coverage, increasing
portability and enhancing security. Unfortunately, Congress has not supported the
Administration’s efforts to do right by the multiemployer plans that many union
members depend on. We will continue to work to increase the guarantee, and to
make other simplifying changes that will enhance the benefits available under these
plans.

Credit Unions: Credit unions and banks are engaged in a judicial and legislative
battle over whether a single credit union can serve employees of many different and
totally unrelated companies, or whether this violates both the letter and spirit of the
Credit Union Act under which credit unions do not pay taxes (and are exempt from
the Community Reinvestment Act). Credit unions generally have a good record of
serving, at relatively low cost, lower income workers who have straight-forward
and relatively small financial needs. The Treasury Department is in the middle of a
statutorily-required study on the regulation of credit unions, and the Administration
has carefully NOT taken a position on the bank/credit union issue, except that -- for
reasons related to administrative law, not the substance of the case -- the United
States is on the credit unions’ side in the Supreme Court. This does not seem to
be a top-of-mind issue for labor; labor unions sponsor both credit unions and banks.

Product Liability Reform: Labor has consistently opposed attempts to enact federal
legislation that would alter state law concerning product liability, mainly because
most federal legislation that has been proposed in the last 15 years has been
extremely pro-defendant. The President vetoed a product liability bill in 1996, but
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stated that he was for “sensible product liability reform,” and set out particular
issues that needed to be addressed. Congress is currently considering new product
liability legislation, which both House and Senate leadership hope to bring to the
floor before the recess. Although the bills currently do not meet the President’s
standards, Senator Rockefeller is attempting to craft a solution that will meet our
objections. Labor will probably not be happy if this effort succeeds.

Securities law preemption: While labor in general has been less interested in the
issue of limitations on the right to sue under the securities laws than it is in product
liability reform, they also opposed the Private Securities Litigation Reform Act,
which was passed over the President’s veto. Business is now trying to extend that
statute by getting Congress to enact legislation to preempt most state securities
fraud actions. Business thinks the President has indicated support of their position,
but the situation is somewhat more murky. Even if we support some sort of
preemption, it is unlikely to be as broad as that proposed by the business
community.

Electricity Restructuring: Many states have begun restructuring their electrical
utilities to afford consumers “retail choice”- the ability to select their electric power
provider much like they now select their long distance company. Several federal
bills have been introduced, too, and the Administration has been considering
whether to offer its own bill. The Department of Energy has estimated that the
savings to consumers resulting from retail choice could be over $10 billion per year.
The policy process in the Administration on this issue has been underway since
April, when the NEC began convening twice-weekly meetings of an interagency
group to develop recommendations about the Administration’s position. The
interagency task force was made up of representatives from nearly all of the
cabinet departments, including Labor, and many of the independent federal
agencies in an expert advisor capacity.

The NEC staff (Kathy Wallman and Marc Silverman) have met with the
International Brotherhood of Electrical Workers (IBEW) and assured them that we
will continue to consult with them throughout this process. A major concern of
labor is that restructuring will lead to a reduction in the number of jobs available to
their rank and file in the electricity industry. They also point out that the consumer
benefits may not be shared by all, particularly residential customers, and warn that
large consumers may benefit while residential rates increase. The IBEW feels
strongly that there should be no federal mandate on electricity restructuring.
Instead, labor would prefer that the process of restructuring be left to individual
states to decide on competition. There is also concern on labor’s part that
competition could lead to diminished reliability as utilities cut back on spending to
become more efficient and profitable.
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WELFARE REFORM
Fair Labor Standards Act (FLSA)

Privatization

Welfare to Work: DOL has released $1.1 billion in welfare to work formula and
competitive grants thus beginning implementation of the $3 billion Welfare to Work
program we won in the Balanced Budget Agreement. The grants aim to create job
opportunities for the hardest to employ welfare recipients.

EDUCATION & TRAINING

Vouchers: The AFL-CIO opposes efforts in Congress to promote vouchers for
private schools. The Administration has threatened to veto both (1) the Coverdel!
amendment, which would allow penalty-free withdrawals from IRAs for education
expenses (this might move in the Senate independently or as an amendment); and
(2) a voucher plan in the D.C. Appropriations bill.

Standards &Testing: The American Federation of Teachers (part of the AFL-CIO)
has been a strong supporter of the standards effort, and of the national tests in
reading and math. (The tests were dealt a blow last week in the House, but a deal
was struck in the Senate. The issue will be settled in Conference, and may result
in a veto).

Job Training: The Administration is making progress on its agenda to reform job
training programs by empowering workers with Skill Grants. The House passed its
version of reform legislation earlier this year and Senators Jeffords and Kennedy
have just introduced a bill which incorporates many of the principles of the
President’s Gl Bill for America’s Workers.

SAFETY AND HEALTH

OSHA Funding: The Administration requested a 6% increase in funding for Fiscal
Year 1998. House and Senate-passed appropriations bills reduced the increase to
3%, or $11 million over the FY 1997 spending level. We have consistently fought
significant budget cuts.

OSHA Enforcement: As part of OSHA’s reinvention efforts, the Agency has placed
greater emphasis on compliance and less on enforcement. The AFL CIO was very
critical of the resulting decline in inspections during the first Administration. In part
because of this criticism, inspections in the first three quarters of 1997 are up
32% from Fiscal Year 1996.

Ergonomics: OSHA is working to combat cumulative trauma and other repetitive
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stress disorders - one of the fastest growing workplace injuries; its four part
strategy includes education and outreach; study and analysis; enforcement; and
rulemaking. There have been 91 federal OSHA ergonomic investigations so far in
FY 1997. Though the FY 1998 bill prohibits OSHA from issuing a final or proposed
rule before October 1, 1998, work continues on the development of a standard.

LABOR LAW

The TEAM Act: The TEAM Act would effectively repeal a key provision of the
National Labor Relations Act which prohibits employers from dominating worker
organizations. President Clinton vetoed the TEAM Act in 1996. The bill was
reintroduced this year and reported favorably by the Senate Labor Committee. At
the AFL CIO Executive Council in February you reiterated that the President will
veto “any bill that undermines the collective bargaining process or permits company
unions filled with employers’ hand picked representatives.”

You may be asked about an amendment that Senator Bingaman is circulating.
Although the Bingaman amendment aims to narrow the scope of the TEAM Act,
thereby making it acceptable to Democrats, it still allows many circumstances
where employers may select employee representatives and create company unions.
Thus it violates the basic premise of workplace democracy that employees should
be able to democratically select their representatives when dealing with their
employer over issues of wages, work hours and working conditions.

The Administration has not taken a public position on Bingaman’s proposal.

Comp Time/Flex Time: The President has called for responsible comp time
legislation and said he will veto any bill unless it: (l) gives employees real choice, {ii)
protects workers against abuse and (iii)preserves the 40 hour work week. The
Administration has said it will veto both the House passed Ballenger bill and the
Ashcroft bill currently pending in the Senate because they fail the three part test.

Davis-Bacon & Service Contract Act

Davis-Bacon & the Service Contract Act require payment of prevailing wages and
fringe benefits to workers engaged in federal construction & service projects. Both
laws are regularly under assault in the Congress, but there are no pending
legislative initiatives to repeal or amend the statute. If asked, you should reiterate
as you did in February that we will veto attempts to repeal them.

The wage survey used by the Department of Labor to determine the prevailing rate
have been flawed. The Department is working to improve their accuracy and
timeliness. The building trades unions support the Department’s efforts, but oppose
using BLS data as a substitute for the current wage survey process.
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LABOR DISPUTES

UPS Pilots: Negotiations between UPS and its 2,000 pilots, represented by the
Independent Pilots Association (IPA), began in 1995. In late August, the IPA
agreed to sent out the last UPS contract offer for a vote, but without a
recommendation by the union. Results are expected on September 30. The
National Mediation Board has indicated that if the contract is rejected, new
talks will not be scheduled until early next year. The Teamsters union, which
represents 185,000 UPS employees, has promised to honor a strike by the
independent pilots union at UPS.

Amtrak: Amtrak’s unions have been in negotiations since early 1995. On August
5, the Brotherhood of Maintenance of Way Employees (BMWE) rejected the
National Mediation Board’s offer to arbitrate the dispute with Amtrak, triggering a
30-day cooling off period that was to end on September 5. However, on August
21, President Clinton appointed an emergency board to investigate and make
recommendations within 30 days. The PEB’s report will be followed by an
additional 30-day cooling off period.

PRIVATIZATION OF THE EMPLOYMENT SERVICE

Michigan: Governor Engler recently issued an Executive Order that would allow for
the privatization of the Michigan Employment Service. Approximately 400
merit-staffed State employees, represented by SEIU, would be affected by the
Executive Order, scheduled to effect on October 6. The Department of Labor
directed the Michigan Jobs Commission to suspend implementation of the
reorganization plan. The Department has not made a final decision on the legality
of Michigan’s plan.

Texas: A request by the State of Texas to privatize its Employment Service is on
hold. Last spring, HHS rejected Texas’ plan to privatize portions of its Medicaid
and Food Stamps program. Other states are closely watching the Michigan
situation; New York, lllinois and Pennsylvania are considering similar privatization
efforts.

OTHER ISSUES OF INTEREST TO THE AFL CIO & ITS MEMBERS
International Linkages and Offsets in Aerospace
The International Association of Machinists and Aerospace Workers (IAM) is sharply

critical of U.S. aerospace producers' willingness to provide foreign production
contracts in exchange for aircraft sales, which they believe transfers jobs and
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technology in the short run and, over the longer run, creates new foreign
competitors. Boeing and other U.S. producers defend these voluntary international
linkages as essential for gaining access to the most rapidly growing markets (70%
of Boeing aircraft are exported) and for sharing financial risk. In the case of
mandatory offsets, U.S. producers maintain that -- while they would prefer not to
provide them -- they are the price of getting foreign sales.

Although there is no consensus within the Administration on how to deal with the
offsets issue, we are committed to analyzing and better understanding the offsets
issue, encouraging dialogue among the various interests on this issue; and
continuing to take action to reduce government-mandated offsets through
multilateral agreements and bilateral discussions.

Pensions: Since the start of the Administration, we have taken strong legislative
and administrative action to enhance the ability of Americans to save for retirement
and to protect the security of those savings. The Retirement Protection Act,
proposed in 1993 and enacted in 1994, has put traditional defined benefit plans
and the Pension Benefit Guaranty Corporation back on a firm footing, protecting the
security of over 40 million workers who participate in those plans. In 1996, we
passed major pension simplification legislation and took strong administrative steps,
which appear to be meeting their goals of expanding coverage, increasing
portability and enhancing security. Unfortunately, Congress has not supported the
Administration’s efforts to do right by the multiemployer plans that many union
members depend on. We will continue to work to increase the guarantee, and to
make other simplifying changes that will enhance the benefits available under these
plans.

Credit Unions: Credit unions and banks are engaged in a judicial and legislative
battle over whether a single credit union can serve employees of many different and
totally unrelated companies, or whether this violates both the letter and spirit of the
Credit Union Act under which credit unions do not pay taxes (and are exempt from
the Community Reinvestment Act). Credit unions generally have a good record of
serving, at relatively low cost, lower income workers who have straight-forward
and relatively small financial needs. The Treasury Department is in the middle of a
statutorily-required study on the regulation of credit unions, and the Administration
has carefully NOT taken a position on the bank/credit union issue, except that -- for
reasons related to administrative law, not the substance of the case -- the United
States is on the credit unions’ side in the Supreme Court. This does not seem to
be a top-of-mind issue for labor; labor unions sponsor both credit unions and banks.

Product Liability Reform: Labor has consistently opposed attempts to enact federal
legislation that would alter state law concerning product liability, mainly because
most federal legislation that has been proposed in the last 15 years has been
extremely pro-defendant. The President vetoed a product liability bill in 1996, but
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stated that he was for “sensible product liability reform,” and set out particular
issues that needed to be addressed. Congress is currently considering new product
liability legislation, which both House and Senate leadership hope to bring to the
floor before the recess. Although the bills currently do not meet the President’s
standards, Senator Rockefeller is attempting to craft a solution that will meet our
objections. Labor will probably not be happy if this effort succeeds.

Securities law preemption: While labor in general has been less interested in the
issue of limitations on the right to sue under the securities laws than it is in product
liability reform, they also opposed the Private Securities Litigation Reform Act,
which was passed over the President’s veto. Business is now trying to extend that
statute by getting Congress to enact legislation to preempt most state securities
fraud actions. Business thinks the President has indicated support of their position,
but the situation is somewhat more murky. Even if we support some sort of
preemption, it is unlikely to be as broad as that proposed by the business
community. '

Electricity Restructuring: Many states have begun restructuring their electrical
utilities to afford consumers “retail choice”- the ability to select their electric power
provider much like they now select their long distance company. Several federal
bills have been introduced, too, and the Administration has been considering
whether to offer its own bill. The Department of Energy has estimated that the
savings to consumers resulting from retail choice could be over $10 billion per year.
The policy process in the Administration on this issue has been underway since
April, when the NEC began convening twice-weekly meetings of an interagency
group to develop recommendations about the Administration’s position. The
interagency task force was made up of representatives from nearly all of the
cabinet departments, including Labor, and many of the independent federal
agencies in an expert advisor capacity.

The NEC staff (Kathy Wallman and Marc Silverman) have met with the
International Brotherhood of Electrical Workers (IBEW) and assured them that we
will continue to consult with them throughout this process. A major concern of
labor is that restructuring will lead to a reduction in the number of jobs available to
their rank and file in the electricity industry. They also point out that the consumer
benefits may not be shared by all, particularly residential customers, and warn that
large consumers may benefit while residential rates increase. The IBEW feels
strongly that there should be no federal mandate on electricity restructuring.
Instead, labor would prefer that the process of restructuring be left to individual
states to decide on competition. There is also concern on labor’s part that
competition could lead to diminished reliability as utilities cut back on spending to
become more efficient and profitable.



THE WHITE HOUSE

WASHINGTON
February 17, 1997

MEMORANDUM FOR GENE SPERLING

cc: Kathy Wallman
FROM: Dorothy Robyn-pAR.
SUBJ: Issues of Concern to AFL-CIO

Three issues in my portfolio may come up in your meetings with the AFL-CIO: aerospace
"offsets," ISTEA and American Airlines.

Aerospace "Offsets". In late 1995, as the International Association of Machinists was preparing
to enter contract negotiations with Boeing, IAM President George Kourpias asked the President
to examine the growing tendency for U.S. aerospace firms to source from foreign suppliers of
components and subsystems. Kourpias later met with Laura Tyson, and the NEC began an
interagency process to examine this sensitive subject. After a series of meetings with labor and
industry officials, and extensive analysis by the Department of Commerce’s Office of Aerospace,
the NEC group concluded informally that, on balance, international alliances in acrospace create
many more jobs than they destroy, although the situation bears close watching, particularly in
China. (See attached executive summary of our draft report.) We did not make our conclusions
public, both because they did not support the IAM position and because the machinists had
appeared to lose interest in the interagency effort once the Boeing strike was resolved.

On a separate but related track, Commerce’s Bureau of Export Administration (BXA) published
a report in May 1996 on defense "offsets" -- i.e., requirements for local production or other
investment imposed by foreign purchasers of U.S. military. systems. BXA’s analysis left a lot
to be desired, and OMB, USTR and NEC commented extensively on various drafts. But we did
not challenge the report’s basic criticism of defense offsets. '

Based on BXA'’s report, Commerce’s Trade Policy Coordinating Committee included a chapter
on defense offsets in its September 1996 report. At the eleventh hour, Commerce proposed to
add a section on commercial offsets. But the draft was one-sided in its criticism of commercial
offsets, and it contradicted the carlier analysis done for the NEC by Commerce’s Office of
Aerospace. After OMB, USTR and NEC all weighed in, TPCC agreed to drop the last-minute
addition and substitute a footnote promising to address commercial offsets in next year’s report.

One other piece of history is relevant. Last fall, New York Times investigative reporter Jeff
Gerth began writing a story about the aerospace industry. After a lengthy meeting with Dan
Tarullo and Chris Dorval to discuss what I should say, I spoke to Gerth on background, and
Laura later spoke to him on the record. We both emphasized the substantive findings of the
NEC process. In doing so, we unwittingly played into his rather bizarre thesis that the handling
of this issue by the Clinton Administration reflects the growth in campaign contributions to
Democrats from big business relative to organized labor. Gerth got some smaller points wrong
as well. Fortunately, the story (attached) ran on Christmas day and so has had little impact.



Mistakenly, I talked to Gerth before talking to the IAM, and so the machinists learned first from
him about the outcome of the NEC process. I met with key IAM officials in mid-December
(before the Gerth story ran) both to apologize for that and to discuss the NEC findings in more
detail. I shared my idea of having the National Academy of Sciences do a workshop and report
that would feed into the TPCC’s 1997 report. They were very supportive of that idea. Partly
as a follow-on to that meeting, Kourpias recently wrote the President asking that the NEC
interagency group be made a "permanent fixture charged with the mission of promoting U.S.
aerospace production and employment. "

I have since met with National Academy officials (representatives from Labor, Commerce and
other relevant agencies also attended), and they are willing to do a workshop and follow-up
report by July. Such a workshop would, of course, involve experts from industry, labor and
academia. It would look at offsets and alliances in two sectors: aerospace and (tentatively)
telecommunications. If appropriate, the workshop could be part of a longer (12 to 18 month)
Academy study of this issue.

Although I don’t anticipate the National Academy will automatically embrace the IAM’s position
on this issue, I do think a NAS workshop and report could be very useful to labor: First, it will
provide a forum for an exchange with industry officials, which is much needed. Second, it will
help sort just what "offsets" are, since different people use the word to mean different things.
Third, it can focus on the need to do a better job of measuring the growth in foreign production;
currently, we’re reliant on industry for the figures on domestic vs. foreign content, and those
figures are calculated using a methodology prescribed by the Export-Import Bank which is fairly
crude. Finally, it can help to generate some positive recommendations -- steps the federal
government can take to ensure that, at a minimum, international cooperation in aerospace
contributes more to U.S. leadership in this important industry.

If asked about this issue, you should respond:

o The NEC-chaired interagency process that was established in 1995 to examine this issue
is still in operation. Known as the "Working Group on Aerospace Employment," it has
become the Administration’s standing group on aerospace issues the affect jobs and the
economy.

° We have asked the National Academy of Sciences to convene a workshop on offsets in
aerospace this spring. That workshop will, of course, include representatives of labor,
as well as industry and academia.

o In addition to examining the offset issue, there may be other things the Administration
can do to promote employment in the U.S. aerospace industry, and the NEC is looking
at that as well.



ISTEA. State Infrastructure Banks (SIBs) provide greater flexibility to support the financing of
projects by using federal-aid funds for revolving loans and other forms of non-traditional
financial assistance. Offering only a shallow federal subsidy, SIBs are designed for
transportations projects that can be largely (but not entirely) funded by the private sector -- €.g.,
toll roads. The Administration is requesting $150 million for SIBs in FY98.

Two years ago when OMB and NEC first proposed SIBs internally, the Department of Labor
argued for permanent Davis-Bacon Act (DBA) coverage, whereas OMB wanted a complete
exemption. The NEC proposed an approach used by EPA’s Wastewater Treatment Revolving
Fund, which provides a similarly shallow federal subsidy: namely, require the first round of
projects funded by an individual SIB to comply with DBA requirements but exempt subsequent
rounds. (If an existing SIB were to get subsequent federal dollars, that would count as a "new”
SIB for purposes of DBA.) DOL and organized labor accepted this approach, recognizing that
the SIB program, given the type of projects it supports, will never get very big.

The Department of Transportation’s interpretation of the resulting legislation has been even more
generous to labor. If a SIB project is funded or repaid even partly with federal dollars,
regardless of the funding round, it must comply with DBA. Thus, only SIB projects that are
funded and repaid entirely with state dollars would be exempt under current DOT rules.

Despite the two-year old agreement, organized labor this year raised anew the issue of
permanent DBA coverage for any and all projects funded by SIBs. (Labor’s revised position
seems to reflect the mistaken impression that the SIB program is due to expand significantly.)
On policy grounds, labor’s proposal is problematic: First, it would represent an expansion of
existing DBA coverage, which could set a costly precedent for EPA and other federal agencies.
Second, by raising the cost of purely state-funded SIB projects, it would reduce the number of
such projects. The Administration has not yet resolved the issue.

If you get a question, you should emphasize, first, that the Administration is carefully
considering labor’s views. Second, you may want to reiterate that this program, by its very
nature, will remain small. (Mort Downey spoke to the AFL-CIO on Saturday, and I will get
you a copy of his Q&A on this issue tomorrow.)

American Airlines. The President’s action to avert the strike of American Airline pilots does
not seem to be a major issue with the AFL-CIO, according to the Vice President’s staffer who
has talked with union officials. The Allied Pilots Association (APA), which represents
American pilots, is independent, having split off from the AFL-CIO’s Air Line Pilots
Association (ALPA) in 1963. Many ALPA pilots still resent that break in the ranks. Moreover,
ALPA represents the 2,000 pilots at American Eagle, the company’s commuter line, who are
in a position to take jobs away from APA members if American expands the use of regional jets.
APA is insisting that its pilots be given the right to fly the smaller planes, but American says
it would lose money flying regional jets with the high salaries that APA pilots command.
(American on Thursday rejected an APA proposal to have American pilots fly any American
Eagle jets at salaries that would keep those flights competitive with other commuter airlines.)



That said, the issue of regional jets is a problem for ALPA, much as it is for APA, because
some of the commuter airlines are not unionized. For example, Northwest Airlines recently
introduced 12 regional jets at its 30 percent-owned commuter affiliate, Mesaba Holdings Inc.
Because Northwest pilots are contractually guaranteed to fly any jets within the Northwest
system with 70 or more seats, the Mesaba planes will be configured to carry 69 passengers.
ALPA is extremely unhappy, although it has not taken any action to oppose the moves. (See
attached newspaper articles.)
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Joseph D Eyer @ OVP L - ?OO(
04/25/97 03:10:54 PM
Record Type: Record

To: Dorothy Robyn/OPD/EOP

cc:
Subject: language for Machinists

Dorothy -- Thanks so much for the memo and the report.

Would you be so kind as to e-mail me some language for our speech writers that shows our
sensitivity on this issue. | would be very grateful.

Thank you again.
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REMARKS PREPARED FOR DELIVERY
DEPUTY SECRETARY OF TRANSPORTATION MORTIMER DOWNEY
TRANSPORTATION TRADES DEPARTMENT, AFL-CIO, MEETING
FEBRUARY 15, 1997
LOS ANGELES, CALIFORNIA

(Introduction to be made by Sonny Hall, Secretary-Treasurer,
Transportation Trades Department, AFL-CIO)

Thank you, Sonny, for that introduction. Let me start by
bringing you greetings from Secretary Slater, who was sworn in
yesterday.

Some of you already know the Secretary from his service
as Federal Highway Administrator, but he's looking forward to
meeting with all of you. We'll work with Ed Wytkind to
schedule that meeting.

I'd like to go back to Washington with your ideas on the
direction the Department should take under Secretary Slater's
leadership, so I hope to spend most of our time today hearing
your thoughts.

Before we do that I want to talk about President Clinton's
commitment to working Americans and to his partnership with
America's labor unions.

Over the years you've given voice to the concerns of the

working men and women who make our transportation industry

Draft 3 I - February 16, 1997
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the engine of our economy, and the President shares your desire
to empower them to make the most of their lives.

That commitment has its roots in the long and proud
Presidential tradition of standing with working Americans.

These Presidents -- from Roosevelt and Truman to Clinton
-- have sought a common goal: ensuring prosperity and security
for all Americans.

We've taken a big step towards realizing this goal over the
last four years.

Today we have more than 11 million new jobs, including a
half-million in transportation.

The "Misery Index" is down to its lowest level since the
1960s. Mortgage interest rates are down, and homeownership is
up to its highest level in three decades.

And Americans' future prosperity is also more secure than
ever. 40 million Americans have had their retirement income
protected because the President fought to change laws and crack
down on deficient pension funds. |

Just in the last year the President has worked with you to

achieve a minimum wage increase for 10 million American
workers -- health care reform that lets working people keep their

Draft 3 2 February 16, 1997
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insurance even if they change jobs -- and welfare reform that's
going to continue moving people from welfare rolls to payrolls.

In transportation, President Clinton's commitment to
working Americans is seen in our programs to preserve tens of
thousands of high-wage jobs by helping to restore decaying
industries like shipbuilding, airlines, and aerospace.

You've seen the President's commitment in his new
Maritime Security Program, which will ensure that up to 47
American-crewed ships serve our ports and are available for
service in national emergencies.

You've seen it in our aviation policy, which has produced
43 new or expanded international agreements to open up
markets to U.S. carriers and.generate airline jobs.

And you've seen the President's commitment -- and that of
all of us in DOT -- in our efforts to improve safety for
transportation workers.

We've worked with rail labor and management to develop
new protections for roadway workers, a partnership we're
continuing in other rulemakings.

We've also stepped forward to protect railroad workers'

"right to tell" about safety problems, and we've been partnering

Draft 3 3 February 16, 1997
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with the rail brotherhoods to improve grade crossing safety,
especially through better maintenance.

Draft 3 4 February 16, 1997
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We responded to your request that we work with the
George Meany Center to give commercial vehicle drivers an
education program about federal drug and alcohol testing rules
and substance abuse prevention, intervention, and treatment.

We're ensuring that the globalization of our industry
doesn't compromise safety -- whether that means requiring
international truckers to obey American laws or mandating that
foreign air carriers serving the U.S. maintain security standards
identical to those of domestic airlines.

Finally, you've seen our commitment to working men and
women in our approach to labor relations.

[We've helped to resolve airline and railroad labor
disputes and to promote employee ownership of airlines,
preserving jobs. ]

We've pioneered transit labor-management cooperation in
such areas as a standardized bus operators' training program and
maintenance worker training, and we've ended the mandatory
privatization reviews that plagued transit in the past.

We've rehired former PATCO air traffic controllers in

increasing numbers, taking advantage of their skills and
experience and putting the past behind us.

Draft 3 5 February 16, 1997
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And we've worked with labor to create models for
collective bargaining as we implement personnel reforms at the
FAA. We're confident that such efforts are the future of the
transportation industry, and we'll do everything we can to
support them.

We need to build on our successes -- in transportation and
elsewhere.

In his State of the Union message the President laid out an
agenda to do this -- an agenda which will enable us to finisk jobs
like balancing the budget and turning to the tasks ahead,
building a foundation for the 21st century -- a foundation of
investment in education, in technology, and in infrastructure.

We at DOT are doing our part to make the President's
vision a reality. That's reflected in the 1998 DOT budget that
the President proposed just last week. The budget reflects his
commitments to balancing the budget by 2002 and to providing

~a safe and efficient transportation system.

Although the total $38.4 billion the President requested is
about one percent below this year's budget, funding for many
targeted areas of interest to us all has increased. Let me review
a few of these priorities.

Draft 3 6 February 16, 1997
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Our highest priority -- as always -- making our
transportation system safer for industry workers and for
travelers.

Although our system is already the world's safest, much of
what we do is aimed at making it safer, even in the face of
growing travel.

That's why we want to raise direct safety spending by $200
million -- to $2.9 billion, a record 7% percent of our total
budget.

That includes increasing motor carrier safety grants by 28
percent, to a total of $100 million, and targeting $17 million of
these funds to ensuring that carriers give their drivers the ability
to operate safely.

We also want to increase railroad safety spending by 11
percent, to $57 million, with funds going to speed up new safety
rules and to buy an automated track inspection vehicle.

And we want to raise aviation safety spending by 12
percent, enabling the FAA to hire 273 new safety inspectors and
certification staffers and funding the work of a new National
Certification Team to inspect start-up airlines.

Draft 3
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The President also recognizes the importance of sound
infrastructure to increasing our prosperity and our international
competitiveness.

Draft 3 8 February 16, 1997
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He's strongly supported the programs made possible by
ISTEA -- the Intermodal Surface Transportation Efficiency Act,
which authorizes federal highway and transit programs and
which expires this year. |

Our proposal for ISTEA reauthorization is undergoing final
review, so I can't say much about it. However, I can talk about
how it affects parts of our '98 budget -- the first budget of the
post-ISTEA era.

During President Clinton's first administration we
increased investment in highways, transit, and other
infrastructure by more than 20 percent, to an average of $25.5
billion annually. Our '98 proposal of $25.6 billion is actually
above this average.

That includes just over $18 billion for highways,
maintaining our investment in roads and bridges.

We're also keeping mass transit investment steady,
providing more than $4.3 billion, including money for the 17
full-funding grant agreements executed since President Clinton
took office.

Those new start agreements -- worth $6 billion in federal

funds -- are leveraging an additional $5 billion in nonfederal
investment for more than a hundred miles of new rail lines.

Drafi 3 9 February 16, 1997
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We're also giving transit agencies more flexibility by
ending the distinction between operating and capital assistance
for cities with more than 200,000 people.

Although routine operations would no longer be funded for
these agencies, maintenance and the debt service on capital
investment would now be eligible for capital grants.

In addition, capital grants have an 80 percent federal share
versus the 50 percent for operating grants, letting local funds
leverage more federal money.

Taken together, these changes will place transit agencies in
a better position than before.

Smaller communities -- which are the ones most dependent
on federal aid -- could use their transit formula grants for either
capital or operating expenses.

['ve already mentioned the Partnership for Transportation
Investment, which fills the gap between our infrastructure needs
and the available federal funding.

Our 1997 budget builds on our successes by providing
$150 million in seed money for the first State Infrastructure
Banks, or SIBs, to leverage private and other public funds.

Draft 3 10 February 16, 1997
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I know that some of you have had concerns about the SIB
program and its implications for labor protection. I want to
assure you that your comments are being listened to as we
develop this program.

The '98 budget proposes another $150 million in seed
money for SIBs, and $100 million for a new Federal Credit
Program focused on projects of national significance, such as
the Alameda Corridor here in Los Angeles.

Infrastructure investment, of course, is only part of what
we do. We also fund operations, including those of the FAA,
which safeguards and supports our aviation system.

We're requesting an 8.7 percent increase, a notable amount
in an era of budget freezes, to the FAA's operating budget, up to
a record $5.4 billion.

In addition to more safety inspectors, that increase will let
the FAA hire 500 air traffic controllers and 173 security staffers
to carry out the Gore Commission's recommendations.

Something I want to note is a new $100 million transit
program that will offer welfare recipients the access to jobs,
training, and support services that they need to make the
transition to the working world.

Draft 3 11 February 16, 1997
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We're also continuing to support Amtrak. As part of
ISTEA's reauthorization, we'll propose funding Amtrak --
including improvements for its Northeast Corridor -- from the
Highway Trust Fund. That includes $344 million for Amtrak
operations and $423 million for capital projects in 1998.

Let me close now by saying that the '98 proposal moves us
towards balancing the budget, and it does so while investing in
the infrastructure and technologies we need and while
protecting the safety of transportation workers and travelers.

This budget and the other initiatives ['ve talked about today
reflect our commitment to working men and women.

As I said earlier, President Clinton is the heir to a long and
proud tradition of standing with working Americans, and so |
want to say a few words about today's relationship between the
labor community and this Administration.

I know you've occasionally been unhappy with some of the
stands we've taken.

But these disagreements shouldn't overshadow the progress
we've made together -- the things we can still accomplish -- or
the risks we create if any disagreements open opportunities for
those who would roll back generations of progress.

Drafi 3 _ 12 February 16, 1997
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We've seen how important this solidarity is. Working
together over, we've turned back assaults on the Davis-Bacon
Act -- on the collective bargaining rights of Amtrak employees
-- and on the 13(c) protections for transit workers.

We'll face more challenges this year as we try to pass a
budget which sustains our commitments to transportation and to
the workers who make our system the world's finest.

And we'll face challenges from those who want to reverse
the progress made under ISTEA -- progress which has led to
greater investment in infrastructure and technology, and to a
stronger emphasis on safety.

How we meet these challenges will determine the course
our industry takes into the 21st century. We'll need your help if
we're going to keep moving ahead, and we look forward to
working with you as we do so.

Now, I'd like to hear your ideas and answer any questions
you may have...

Rit###

Draft 3 13 February 16, 1997
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TALKING POINTS

Elimination of operating assistance in areas above 200,000 population will not have a s1gmﬁcant
effect on labor protective arrangements in those areas because:

* Section S333(b) -wxll still apply in full force thxough capital assistance.

* The right to bargain collectively is required equally under both capital and operating
assistance and any terms negotiated by organized labor and included in the National
Model Agreement for operating assistance will still be subjects of collective bargaining.

* Any use of FTA funded capital assets in operations/activities which can be shown to
have an adverse affect on covered mass transportation employees will support a claim
under Section 5333(b).

* A National Model Agreement for capital assistance could be negotitated with the same
terms and conditions as the National Model Agreement for operating assistance.
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QR - Memorandum

U.S. Department
of Transportation

~ Federal Transit

Administration

suect Implications of Operating Date:

From:

To:

Assistance Chances on
Employee Protective Arrangements
Reply to

Janette Sadik-Khgan{] iﬂ[ Aftn, of:
Deputy Administr‘!& ' '

Mortimer L. Downey
Deputy Secretary

Background:

The President's FY 98 Budget and the ISTEA reauthorization
proposal reflect a major change in funding of transit operating
expenses.’ These changes impact on labor protections currently
afforded to mass transit employees under Title 49 section 5333(b)
[hereafter section "13c"]. Under current law, operating
assistance grants can pay up to 50% of the grantee's net
operating deficit. However, in practice, operating assistance
caps result in the 2-10% range of net operating deficit at large
and medium size properties.

Under current procedure, the receipt of $1.00 in operating
assistance triggers 13c. Since the budget and reauthorization
propasals limit operating assistance to communities of 200,000 or
less, 13c protections for employees in communities above that
threshold would be limited to capital protections.

Issue:

DOL must certify FTA grants before they are awarded. While
certain protections, such as continuation of collective
bargaining rights, arise regardless of the type of operating
expense or capital asset being bought with FTA assistance, other
protections require the claimant to show that a particular FTA
assisted "project" has contributed to the adverse impact on the
employee. FTA interprets all operating activities to be a single

! To ease the burden of this change, and to bring transit

capital assistance programs into line with the highway program,
asset maintenance expenses, debt service costs, etc., normally
eligible for operating assistance, would be eligible for capital
assistance, to be reimbursed at the 80% capital assistance rate.
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"projeckt,® and by extension, that federal re@quirements attach to
all contracts awarded for other than a purely locally funded &
capital project. ‘ ' B

Most recipients of operating assistance also receive capital ﬁ
assistance, so 13c protections will still be available to mass §
transit employees despite loss of operating assistance. Under
capital assistance the project scope is defined by the items
being acquired. Thus, certain 13c liabilities which could not be
avoided under an operating assistance grant can be avoided by
simply not seeking certain items eligible for assistance e.g.
maintenance. Moreover, many claims require a nexus between an
adverse impact and a specific FTA assisted "project'. Thus,
employees whose jobs are "outsourced", may no longer be able to
establish the required nexus. '

o ion:

Interpret Federal transit law so any use of a Federally funded
asset in an activity creates a nexus between the "project" under
which the asset was acquired and the effects of the activity in
question. This shifts the focus away from the original purposes
of the project under which the asset was acquired to the
activities in which the asset is used regardless of the
justification for its original acquisition. For example, if a
Federally funded maintenance garage is acquired and subsequently
made available for use by a contractor where maintenance is
contracted out, a nexus to the Federal assistance would exist.
Similarly, use of Federally funded buses or location of privately
funded buses in a Federally funded bus garage would also create
the required nexus.

Under present practice, the claimant must establish the nexus
between the alleged adverse impact and a specific project. Under
this recommendation, the use of any Federally funded asset in an
activity that effects the claimant would be sufficient to carry
this burden. DOL could either require the claimant to show that
a Federally funded asset is being used in an activity, or DOL
could establish a rebuttable presumption of such use and require
the grantee to rebut the presumption or risk adverse inferences
by the decision maker.



DEPARTMENT OF TRANSPORTATION

FEDERAL TRANSIT ADMINISTRATION (FTA)

(Doltars in Millions)

FY 1993 FY 1997 FY 1998 Budget

Actual Estimate FY 1998 FY 1999 EY 2000 FY 2001 FY 2002
BR* .... 3,799 4,382 4,382 4,232 4,182 4,182 4,182
OoL..... 3.457 4,464 3,879 3.929 4,062 4,240 4,395
FTE . ... 492 517 517 517 517 517 517

*BR include discretionary budgetary authority and obligation limitations.

Policy Issues.

FY 1998

_Requestless:
FY 1993 FY 1997

Percentage Change:

FY 1997
to

Actual Estimate FY 1998

583
422
25

0
-585
0

0%
-13%
0%

FY 1998
to
FY 2002

-5%
13%
0%

o Ovenview. The 1998 budget includes $4.382 billion for FTA, the same level as 1997. Most capital funding is consolidated into a
new, more flexible, Formula Programs account. Operating subsidies are replaced by increased capital funding, increased
flexibility, and targeted assistance. New Starts are reduced by $126 million, but all existing Full Funding Grant Agreements

(FFGAs), and those expected by the end of 1997, continue to receive funding.

o Operating Assistance. Previously, operating assistance, which is used for such purposes as driver wages, fuel, insurance, and
routine maintenance (S400 million in 1997), received a specific sub-allocation of funding. This budget proposes to eliminate this

set-aside, but, to mitigate possible adverse effects, also to expand the definition of capital expenditures to include costs associated

with preventative maintenance. For small transit systems in areas with populations below 200,000 that serve largely elderly,
disabled, and low income individuals and depend on Federal operating assistance, the budget would eliminate the current

operating limitation, allowing providers in those areas to use funds for either operating or capital expenses.

Formula Programs/Discretionary Grants Consolidation. The budget proposes to consolidate funding for Fixed Guideway

Modemization ($760 million in 1997) and Bus and Bus-related Facilities ($380 million in 1997) with existing FTA Formula Grants
($2,149 million in 1997) into a new “Formula Programs™ appropriation ($3,410 million in 1998). Formula Program funding can be
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used for all transit purposes (including planning, bus and railcar purchases, facility repair and construction, and, in areas under
200,000 population, operating costs). This change is intended to maximize flexibility for transit authorities and allow them to target
funds to their most important needs. '

Access to Jobs and Training. An important element of moving people from welfare to work is providing access to jobs through
low-cost transportation and related services. As part of the Administration’s welfare reform initiative, the 1998 Budget proposes
$100 million for a new Access to Jobs and Training Initiative. This program would offer Federal Transit Administration grants to
states and local entities for new or modified transportation services that target low income individuals, including current weifare
recipients. Such initiatives could include van pools and special reverse commute services designed to help low-income individuals
travel to jobs and training opportunities.

ISTEA. Federal Transit Administration programs need 1o be reauthorized in 1998. The Administration's reauthorization proposal
will focus on fiexibility of funds, allowing more money to be moved among highway, transit, and other modes of surface
transportation.

Reductions.

o

New Starts. Funding for the construction of new or expanded rail transit systems is reduced from $760 million in 1997 to 5634

million in 1998. Recent Portland State University studies indicate that improving existing transit service has a greater retum on
investment than does constructing new transit lines. Consistent with this, the 1998 Budget shifts $126 million from New Starts to
Formula Programs. Sufficient New Start funding is requested over the ISTEA reauthorization period to complete all existing
FFGAs and those FFGAs expected to be issued within the next year.
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Question:

Answer:

Follow-up:

Answer:

Background:

FEDERAL TRANSIT ADMINISTRATION (FTA) OPERATING ASSISTANCE

It appears that the Administration’s budget eliminates operating assistance for mass transportation
providers. What is the rationale behind this policy shift?

The President's 1998 request eliminates operating funding as a separate sub-allocation, but
increases the overall formula funding level and replaces the operating set-aside by expanding eligible
capital expenses to include functions that, in the past, have been deemed “operating” (e.g.:
preventative maintenance). In addition, in areas below 200,000 in population, Formula funds would
be eligible for use on operating expenses without limitation. This proposal provides greater flexibility
to transit operators and targets assistance to areas where operating assistance makes the most
sense.

How does the Administration’s approach serve low-income individuals in large and medium cities?

The Budget includes $100 mitlion in 1998 for a new activity that offers Federal Transit Administration
grants to states and local entities for new or modified transportation services that target low income
individuals, including current welfare recipients. The Department of Transportation will propose
legislation spelling-out the specifics of that program in the next few months. The Budget also retains
separate formula allocations that serve elderly and disabled transit users.

In previous years, Congress has specifically limited the amount of transit formulfa grants that can be
expended on operating costs like drivers’ wages, fuel, insurance, and maintenance (S400 milflion in
1996 and 1997). While the Administration has requested more than that in the past ($500 million in
both 1996 and 1997). Congress has continually acted to lower operating funding. In large and
medium urbanized areas, such Federal funding constitutes less than 5% of overall operating
revenue, on average. In areas under 200,000 population, Federal operating assistance makes-up
almost 20% of total revenue. In the 1998 Budget, the Administration will eliminate the operating
assistance sub-allocation with the qualifications shown in the answers above, including the fact that
small cities and rural areas that depend on Federal support will be protected.
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aiSTER AIRLINE

By ALLEN R. MYERSON

" 'DALLAS, Feb. 13 = They may
: eamonlyathirdtoahalfas much as’
. the $120,000 a year that pilots aver-

age at American Airlines. But pilots
at American Eagle, the company’s

.commuyter line, will put up with no,

second:guessing of their abilities.:

- !Their dispute with management'. 2
_has generated some . irresponsible"'

E rhetoric concerning -our. qualifica- lots fly any American Eagle § ets',-bn't

_at salaries that’ would keep ‘those
" fiights competitive with: other com-.
- muter airlines.- .

‘Stephen A. Frederick, a former'.'-:-

" tions,” Homer. Pugh, the ' American

Eagle pilot who leads the commuter
line’s union, said in a' statement. «
“*‘American Eagle pilots'_ qualifica-.
tions, skill and professionalism are

" - on a par with any group of profes-
sional airmen »o

- 'But as the 9,000 American Airlines '

 pilots + in pay and prestige among
the princes of the industry — define

" the threats to their jobs, they point to.

more than just the company’s man-
‘agers.
~ ican E4gle, already the nation’s larg-
est commuter airline, as a way to
funnel

* pilots at - American : l-:agle beanng

" _.down on them.

The AMR Corporation, the parent

. many as 67 medium-sized jets to the

current fleet of 205 turboprops. The
.American pilots say that these pilots -
. -and jets, able to link New York and.’
" Dallas, will take i over many more oi‘

- their routes.

- “The primary issue - is the’ out- _

sourcing of jobs,” ‘'said David U.

Johnson, an American pilot based in-
" -Dallas. ‘‘If we allow American Eagle

o get the jets, upper management 12 million* passengers_ connect wlth :

- will.then attempt to take.additional

~ flying time away from us, which will: AT

-end up taking:away jobs.” . © .
. The American Airlines pilots also

threatened to strike five years ago P

over. management plans.to add jets  Tex., Chicago.to Clevelan d-and Cin-

' “-cinfiatl, New York:
i Providence, 'R\L:"=
‘have gone from American Airline’ jet

. to the American Eagle fleet.

; In 1992 and 1993,. the- American,f

_Airlines pilot’s union said, the ‘com- -
~ pany- furloughed about . §50 --of “its. -
- members and ‘turned .their routes .
over . t.o American 'Eagle. and -its RS
nolsy, -low-flying". turbo-

cram

- props. Now, the unjon 8ays, the com--

. pany ‘wants to expand American Ea-
-gle to take over that much: more. o_f I

the American Airlines system.

.. Passengers who fly-on American =
- Eagle "will - be. shortchanged,: the "
' . American pilots say. “When they go~ -

nd rather than seeing Amer- -

Imore passengers to their air-
line, the American pilots see the 2,000°

. pay and seniority aswell - _
American’s parent company built',‘-'

‘New . York and -San -Juan,’ Puerto

Undemeath ‘the " technicalities: lie

| _ the same. issues of job security and -

can pilots ' hew the jets for American

‘Eagle;, their" higher salaries ‘wouild

_make ' the -routes: uncompetitive.
"Commuter airlines controiled by ri

American Eagle pilot, said the com- :

. pany was playing the pilots” groups. -

against each-other, “The rivalry gets -,
pretty intense,” he'said. Mr. Freder-. "
ick said he was dismissed in 1995 for -
complaining about- airplanesafety -
after the 1994 crash of an American. -
Faola flight in Indiana that kilied 68

_pe°ple S -

- What manyAmerican Eagiepilots'" T
want most is to jump' to American«
- Alrlines, where senior pilots-can ;.

earn $200,000. But the addition of
regional jets to the American Eagle::

allow many other pilots to step up in :

American Eagle . through: acquisi::

‘tions beginning in 1988. With hubsin'.

Dallas, Miami, Los Angeles, Chicago, .

Rico, it serves 127 ‘destinations in-
cluding Canada and the Caribbean. -

- As at other : airlines, American s~

commuter network has’ provided es- -

American flights.":

— among them "Dallas to ‘Amarillo,

‘Pittsburgh and
‘that “they:. say:

service to vAmerican Eagle:turbo-

‘buy a ticket on American -Airlines, . - SO

- they know they’re getting an Amert- = '

- can-trainedpilot and' an' American -

- Airiines jet.” Mr. Johnson said. But

, the American Eagle ilot. _'

! “said hat. -American - - Eagle - pilots
- 'were t: ained to the same standards
‘as Américan pliots‘ ’ S

{

“Job secunty and

" ml

cost cuttmg are the
primary 1ssues
-raised by
Amencan S pilots

.s” .

~.Several industry analysts said thatf L

in their mistrust of Robert L. Cran-"

dall; the company's chief executive,’

-fleet ‘would still probably.inéreasé:y . piiots faled, to see how -much they:

"~ company to both airlines, wants to . 11 PY of pilots who flew them, and -

" accelerate. . American Eagle’s al-.
ready- rapid growth’ by -adding ‘as -

‘have to gain from American Eagle’s-

K expansion and the increased Ameri-
. can Airlines traffic that would result.
T :American, doesn’t get ‘the re-.- . -
" gional jets; the pilots will lose over-
' time,”, said Glenn D. Engel an ana-
- lyst with Goldman, Sachs. “I'wonder. -~
-whether, the demonization - of Cran,a o
"'dall is-the real issue.’” :

 The American Atrlines pilots union

','agrees that'its own study demon::
. strates the need for their company to
- sential spokes for the: hubs.’ More.,'_ . use the regional jets to remain com:* -
than 60 percent of American Eagle’s " ‘petitive; While they say that Ameris:
‘can Alrlines could operate these jetsc_

t an ‘added cost of about $30 milliorfz -

ver:live years, the company put§’. -~

the. ¢ost- at  hundreds of millionsn
machinists and. other employees alsd?

tinuing to: operate American Eagle'

Amerlcan Alrlinec flight attendantsn_ -

trike. but eoncludeq

gle ‘pilots belong instead to the Air':.-_ s

Line’ Pilots: Association, the nation’s’ . v
dominant: pilpts ‘union, which also® . -

represents pilots at’ Delta, fUnltecL

. The company even considered con<. ) ';




l Tuernavzu-:as"' TS S
" .i’ Gomg to '-"-'-_'-zreat
: To Get ,F rom Pomt

week, even business trips " said
-"2 Marcia B, Winter, president of Taos °
A'Travel in Taos N.M,, “but they say "
* they prefer- to’ wait and see what . -

: '_’ By anwm MeDow1-:LL.--

’f‘hink you are having trouble try-
ing to-get where' "you- want'. to- g0
“‘because there could be an: American
- Alrlines: strike at midnight tonight?"
- If 'so, welcome 'to the ¢lub, of which.
.- Debbie Crabb of Dallas is-a charter

: member Ak
"~ Mrs. Crabb- flew to’ Nevis in_

3 * Caribbean last Sunday on Ameriéan’
- Alrlines to visit- her sistér, and- ‘be~

‘cause: she ‘could ‘ot ‘come back b

_ fore tomorrow she may riot be able to.

: return until the strikeends it thereis
“one. “I couldn't rebook her ' sai
~“Tom'’ Crabb, 'her ;husband: -anid - th

_owner of Lakewood Travel Partriers.

in Dallas, “because the: cruise ship
“had already blocked all the availabl
 airline seats- for ‘their . OWN, passen
. gers. Meantlme I'm 'playing M
"*-"Mom for our three kids.
o There has: already been :
g ‘booking - and rebooking, a8 trave

e

- lutions for getting clients from poin

‘_ Atopoint B intheeventofanAmeri
can shutdown. .

- Consider the Long Island family oi

six that had reservations to Orlando -

- tomorrow on American. Eddi Hawin,”

.- the owner of Total Travel Manage-
_.* ment in Unfondale, L:1.; spent-much -
‘of yesterday trying to get them as
far as Atlanta, where they plan to

! Honest boss, only-
| one airline flies to -
o ;;:’5 th1s tropical 1sland

L rent a car and drive the remaining
440 miles to'Disney World — and, if
"necessary, 440 miles back a: Week
later :

- While Ms. Hawin was still working
~.on the. rebooking last’ night, “It
shows," she said, “‘what some people -
have to do to get where they could

have gotten so much more easily LT
-For some passengers, the poten- -

tiai zigs and zags in their itineraries -
- have .been more trouble than they
" are worth.
. For example the Montrose Travel
- Agency in Mentrose, Calif., tried Te- :
. booking a customer who some weeks '
~-ago had bought.a ticket in coach on -
an ‘American flight to: Miami, .and
- used his frequent-flier mileage for an
upgrade to first class. Delta offered '
hima seat in coach, but without the.
firstclass. .upgrade. ' When -another ..
. carrier also did not offer to upgrade -

him, said Rhonda Holguin, the.gen-
“eral manager. of the agency. he can- E

celed ‘his trip.. i ;
Other passengers with' ckets on

o American, ‘aunit of the AMR Corpo- _,;_,
' ration, have decided to trust luck or"

i fate. “We have a few. people sched-.

uled to niake trips at the-end of next

to B

. happens.” .

Clubs’ presldent,

attemoon v

September with American Express

dals resort. -

In order for the newlyweds to re- o
_ tum next Wednesday, Barbara Katz, . .
- a'senior travel counselor at Ameri- -
. can Express Travel, rebooked them
‘on LIAT, the airliné of Antigua, from
St.:Lucia to Antigua to Tortolla:to = S
San_Juan. From San Juan they will === .
..' fly Trans World Airlines to New C
York, ‘then to Boston. : . e
Many agents spent . the day. w1th',
,-,-one eye ‘'on their reservations sys-
" tems, the other on CNN or Fox News,
~hoping that the strike would be called -
off but fearing the worst. Even skep-- ,

tical passengers, who had not previ-

. ously tried to rebook, were burning ”

-up the phone lines to their. trayel

After making reservatlons last'-_-

o - s i

‘But many passengers would rath--' T
‘er -innovate. than walit, despite the
hassles, that result. Cruise Clubs In-' . -
ternational, a New York travel agen-: - -
cy.. ‘that specializes in cruises, . re-
bobked ‘eight ‘passengers from two.
families who were scheduled to fly .
n’ American tomorrow from New- - -
ark to San'Juan, P.R. ,foraweeklong
Caribbean -- cruise on . Norwegian . -

Cruise Line’s Windward.. Norwegian . .
rerouted them on:.Continental Alr- .

fly from Newark to- ‘Chicago. today, .~
said Edlth Brooks : Schein, : Cruise. . .
< “and. after. a.

stayover at.an. airport hotel. they’ll.
fly.to San Juan on Saturday, hopeful--
ly in time ior the departure later that :

Gj

:-‘?«fh-,e -

Travel in Boston, a‘couple in their .
30’s‘who work in Boston’s financial - :
district left Boston on Wednesday .. -
“aboard ‘an American Alrlines. flight - *
‘via-San Juan_to St. Lucia, in’ the
‘ Caribbean, arriving in plenty of.time - -
~ for their wedding tomorrow at San- v

-agents. “‘Yesterday they were opti- . R

.mistic, - today " they’re finally . ner-

- vous,” said Mihoko Ema, the owner

of Travel Planners in New Orleans.

And a ‘reservations agent for .
American Airlines said the carrier |
.was being swamped with calls. ..
+- - But some travel agents, confident -
that the Government would not toler- -~ -
. ate-a long strike, have already re- =
.snmed booking flights on American C

- for a later date. - -

- “We're ' booking both. domestic -
'ﬂlghts on American and flights to

"Europe from early March on,” Mrs..
_can’t let it go that long.”

N Ema said. “If there is'a strike, they - - -

By last night, many travel agents =~ .

said. they had dohe about everything -

possible for their clients, though they
‘keep.ringing. -

. “We've done pretty much all we -

“can'do’ at this pomt,” Mr. Crabb said.’ e

~i-*‘Now all we can do is sit and bite our
'finger nails v :

' predicted’ that their phones would .
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Byallaooounts,Dmg‘sthmedaugbtasandtwosons,whognwup
: mnnpem] privilege and assumed control of a sprawling web of -
-~ billion-dollar, govunmenthnkedﬁrms.haveseenthezrmﬂuence
o wanemthﬂlexr92-year-oldfather'sab1mytopmtectlt. RN

. The “*princelings,” asthoyandotha‘pnvﬂegedchﬂdrenofChmas
Comnnmstrevolunomry leadetsmsomenmacaﬂed. present
athorry issue in Chinese domestic politics. Controlling China's - : :
financial houses and weapons factaries.through an elaborate network *
. offamﬂyhes.theywxeldtharfmtmwbygambhngmMacaoMng

' ._*stocksmHongKongandLondon,andschoohngthexrchﬂdtmm
. America.

_ ThepmkPaloAltomansxon,pmohasedbyaHongngﬁnmcler
~ for $2 million cash in October; 1995, and described by one feéderal -

© -agent a3 '*a mini-embassy," representedonee&'ortbyDeng’schﬂdren
tostabhshanAmmcanbeachhead,somefedaaloﬁcmlsbeheve :

Staymgatt:m&behmdthewroughtuonsecmtygateand : -
'three-uered fountain in the Palo AltohomcwereDeng’s son-m-law
He Ping, whoxsanarmymgor—genemlandpmsldmt of Poly, He .
Ping's wife, DengRong,andthurtomagedaqghter woordmgto L
~ records and interviews with federal officials. - '
Deng’s youngest and perhaps most mﬂuentml daughter Deng Rong,
- 4], g‘aduatedﬁ'omJohnHophnsUmvmtyandhvedeashmgton
from 1979 to 1983, whensheandl-lehngwmstauonedatthe
Chinese embassy. .-'

RonglonghadbeensemasDeng‘shelpmateandspokspezson.
mfmmedhu‘mvahdfathu‘ofeventsmcmmandabmad.thenpassed
- on his responses to outsiders. But in February, 1996, the General
OﬁoeoftheCommmnstPartyCmn'aICommmeenssuedadea'ee
forbidding Deng's chﬂdxmﬁ’omd:ssamnaung thmrfather’s '

Wmnanalystsmtapretthegagoxﬂa‘asaneﬁ'ortbyDeng’s
successor, Chmwerdent.ﬁangZanm,toshapethemhngbut
influential leader’s words and legacy. .
. Herg,aspmdentofthePolmeupconglomemte,lssecondm

command to Wang, Poly's chairman. * -

-Founded in June, 1984, Poly's ongmal mission was to sell Chmas
stockpﬂeofmls&laandmachmeglmstogovmmmtsand ' '
mercengries around the world, turning the profits back to the army,
- while aoqmnngadvancequtan technology for duphcanonln
~ Chinese factories. - v

The conglomerate, headquarteredeeljmg's ghttenng glas Poly
_ Plazatow«,spawnedgubs;dmnwthatnowsu'etchmtoevuyooma '-
.of China's domestic economy. Thecorporauonmamtamsoﬂicwm :
- Moscow, Macao, Hong Kong and Los Altos, Calif. - - '
. Poly's Ringo Trading Ltd. arm, for example, holdsamajontystake

'mtbcHongKong—basedContmentalenershlppmgﬁrm, whose

dozen freighters have a 400,000-ton capacity. Continental Mariner, i in -

. ttnn.waspushedmtoreal&tateandconsuucuonvenunuon

mainlend Ching.

- Today, Pole$700mﬂhonrealMeporﬁ‘ohomcluduthe$106
million Beijing Garden Villas, a Iuxurious, European-style subdivision

'mmketedtoacpahateacecunvw;theShangthwmhwExchange

: BmldmgandtbeBeumg Intanauoml Shootngange, company

reports show, .

~ analysts show.
E DmngthexrumemPaloAlto HergandDengRongsteenage

daughter were cared for, in part, by the wifie of fugitive smuggling -
suspect Robert Ma, who also lived at the Palo Alto home with the -

officials. .
In May, 1995, federal agents obtamed court penmsmonto wxretap
allphonwandfax&assoaatedthhkomea, a former Chinese .

navalmtelhgenoedxvmonhﬂnmmtwholovedtoshowoﬁ'h:smsp

bluem:fmmandspm‘khngwhneoﬁcu‘scap S

. Alsoattlmwstaymgatthehouse.weordmgtorecordsandfederal
oﬁc:ﬂs,was)ﬁeDaToqg.mumyofﬁcumdpmdentofaSSOO '
. million, import-export subsidiary called Poly Technologies Inc., and
- Zhou Kejia, a Poly executive. Compmymunosshow&ounegonated
: thcpmchaseofadvaneedWmnhm'dware.aswellasoomputerand
-radareqmpmmt.forecpontoChmn.

Their superior was Wang, 55, alnngamongChmas“pnncelmgs,"_‘
_andabusxnmanagerwhoudeciaonssendm«'salongthe
wnelmsﬂkroadthatsu'etohwﬁ'omtheHongKongstockecchmge
toLlondon. = .

ThesonofthelateChmmeerdentWangth,Wangns
alsochmrmapofChmaIntemauonalede&InvaunentCo or

~ He was appointed Citic

Cmo theChmwegovanmmrsmostpowaﬁxlandvnsiblecapntal
' m\_munentconglomerate

- When China's StateCmmcxlaoatedtheconglomaatem 1979

Wangwasappmntedmbumnmmmgerhobecameweepmdmt

_-'ml986 then president in 1993.

* - By:the end of 1994, CmcboastedSIGbxlhonwonhofamts.The ‘,'
conglomaatocon&olledbanks.teleoomnnmcaumsoompm ;

' power plants'and big-ticket construction firms with projects around
theglobe.employmgmorethanSOOOOpeople, aeemdmgtocompany

r f_reportsandmdepmdentanalysts.

Bm;hatywthecdmpanywasslmkenbyamofscandalsand

' xmprudentu'ada,mcludmganqnbarrasmngmmﬂhonlossonthe

LondonMetalsExchnngethatresultedmthemmehmaofthe

; ‘cotiglomerate's Shanghai branchi director. -

Chmaspowaﬁ:lStateCommlsontWangmtoclemupthem
in May, 1995 and directedto - = - .
.dlscxphneordwestsomeofthe30mbmdnmesthatwuenotnm o

._'efﬁmentlyornotlnrgemghtopushChmamtothe global economy's .

AtthenmeofWang‘sthteHousevmthebruary 1996 the

conglommtc s Citic Pacific subsidiary was actively seeking U.S. . :
partners for several multimillion dollar development projects in Hong o

" Kong and China, mcludmg the expansion of the state-owned J’mngym

Steel Mill, mengsuprovmoe andtheretoohngofamass:ve

-~ coal-fired power plant it nearby Ligang. -

' OnthedayofhwWh:teHousews;t,WangivasMeda S
five-minute sudience with then-Commérce Secretary Ronald Brown. ,
Commerwoﬁcmlssmdtheycouldnotdetummewhomgedthe .

-  brief meeting or what was discussed.

Wangwasmvxtedtotthh:teHousebyhnleRock.Ark. _
dealmaker Yah Lin **Charlie” Trie, a Clinton friend and fundraiser
whoanagedasaeenlnlﬁmmthecampmgnﬁmceoontrovusy

. lwhenxtwasd:sclosedthattheﬁrstfmly’slegaldafenseﬁmdrennned- |
__-morethanSGOOOOOmconm'butlonsTnegnthuedbecalmeof
'quesuonsabmnthemone}'ssomes s

It is not clear what business and polmcal interests brought Tne and
Wang together, andonlyscattm'eddetnﬂshaveanu'gedaboanes

acuvmesnﬁahesoldhxsmodwthtﬂekockChmrwtmmtsm
-.l99landlmmchedanmtamhomlu'admgﬁrmexplormgdealsm .

Hong Kdng, Beijing and Washington. .
'I'heooﬂ'eesesaontowhxcthesqmredWangwastypxcal ofthe

_ 'lO3recepnonsWh1tchuseofﬁc1alsheldml99Sand1996toreward.
. _topDemomncconmbutorsmdmd\wemoredonauonsmlo -
guws.anecleoucgtoupofmta'nauonalanddommamvatms,gave

- atotal of $429, 890tothqunocrancpmydmngthelasteleeuon
cycle. campaxgnreoordsshow

» Blggest Umon Left Out as Amencan Au-lmu, Pllots
. Clash By Stephen Franklin, Chicago Tribune - o
o WASHINGTON <Feb. 14~Justyards from where bargamem for .-
i AmmcanAlrlmandmpdotslmmmllthe:reyesandopenlyﬁme
N abouteachotha‘sxtthegleammgoﬂicesofthoworlds oldutand

. Whﬂeproﬁtsﬁomthwevenmﬁmdﬁmhspectﬂauve oomma-cml largatpllotsumon,
. ventures and lavish management perks, they also help to feed, clothe "

.andmnChmastmolJS. companymonds and mtemewswlth Watern’. - BNy

Bluthatmuonandltsoﬁcetsmxghtaswellbethousandsofmﬂes
Theymthem:sanggu&s,tbemweleomerelmmwhosefate

= hinges almost as much as that of American pilots on the talks that .

seemtobehmﬂmgtowaxﬂastxﬂ:andayatllpm.CSTagamstthe “

nation's largest domestic carvier. . -
. - The imposing offices bel totheAlerePllotsAssoaahon
- Mag' ll-year-oldson. awo:dmgtorwordsnndmtavxewsmthfedual;fi_. (ALPA), a 45 &&mﬁmmwpﬂmmth% .T;-:‘ :
-';..,','mrlmamtheUS andCamda.mcludmgAmencanEaglesz.ZOO o
pilots.-- .
B Ammcans9000pdots.thebstpudmtheUS mthanavajage
:--'3120000mea1mngslastyear belong to the Allied Pilots . i
: -Assocmhon.ALPAbelongstotheAH;—CIO TheAPA:san

34yw§agoam1daheatedd¢spm¢.mdsetupthen'mwnbecmmeof a
qmnnberofxsma,moludmgtheabﬂnywmﬁhqrownvmce

"”':.“Wedon‘twanttobeheardorappearonmdtosayanythmgfor o
or against them," 8aid one ALPA official here. An APA official noted,
however thatthaehavebeenmfmmaltallmdadybetweenthetwo

ButHomerPugh,aDallas—basedpxlotwhoxsalsoﬂ:epzwdentof

,,l



AI.PA'sAmeanEaglepilots,wasn‘treluetantabmtadmtnng
openly his deep interest in the fate of the contract talks. .

| IftheAPApﬂotssueeeedmthenrbmmng.theymllbeableto f .
- eonu'oltheﬂymgofsmaller]etsthatAmmcanEaglewouldlﬂceto

add to its fleet.
Americari has insisted, so far, thetltcannotm&'ordtopaythehxgh

$35,000 a year.

| ToPugh.whoe&nedS380001astyearasapﬂot,xtmakeesensefor"

--h:sfellowpﬂotstomoveuptothelargerregmnaljetsasAmmcan
would like them to do. Bysteppmgup,ﬂxeywnllgammore
e:qamenee,andposm’blymoremoney he explained. o
_ SotootheabihtyofAmmcantooperateaaweeedtﬂfeeder
'.opunuonshotﬂdmeanmorepassengem,andulhmatelymore ;
- business for everyone who works for the Texas-based carrier, he said.
_ WhﬂetheAmmcanpxlotsgnnnblethatthezrpassmgermﬁchns
-deelinedmreoentyearsasbumhasgmwnforAmmcanBagle, :
. Pughhash:sowneoneemsabmthtspxlots’;obsecmty Lo
' Inaneﬂ'orttou@temtsbelt.Ammcmem%emesoﬁ‘m

~ American Eagle routes last year, and eliminated 51 plaries, aceordmg -
to Pngh ‘We are the onee who have clom the most cmec, he smd. !

: -'Clncago Tnblme Bill Barnhart on ‘the Marke_ts'
- Column Bill Barnhart, Chicago Tribune * . -
. Feb. l4—Jmtfommonthsaﬁerabmgthe6000mnrk,theDow
. 'Jonesmdusmﬂavmgeclosedabove70000n'l‘hmdayfortheﬁrst
time.” -
; 'I'heDowmdumdsaddedGOSI pomtstoreechamcordclosmg

*high of 7022.44 on heavy New York Stock Exchange volume of 584.
- million shares. ThebroederStandard&Poor'sSOOmdexrose905

points, to a record closing high of 811.82.

o BvenFederalReeerveBom'dChmmanAlanGremspanreﬁJsedto
'ﬂn'oweoldweteronthem:xofrobusteorponteeammgsandtame .

inflation. Asked his views on the stock market at oongrmonal
‘hearing, Greenspen said, **T'l restrain myself"

. significant sell-offs in recent months. -

PreudentChnton.mmponsetoareportel‘squesuonmmday was"

more forthcoming; * *The market has produced & remarkable growth, -

 but the economy is growing. Obviously, meeonbem:sﬂaattheretm'nsi

' tomveeunentaregeeta'thancanbewsuﬁedbasedonthe S
. pmducnwtyandpmﬁtprospectsoftheeompameethatmbemg '

 it's completely out of the question.”

HopesthatChntonandoonmonelRepubhcanswillagreeona

broad-based capital gains tax cut affecting the sale of securities, as -
well as homes, added to the market's glow. Rep. Bill Archer '

© (R-Texas), cha:rmanoftheWaysandMeansCommmee.toldM&ket :

News Servnee he believes Clinton tmde:stands the broad-based
Z_acapxtnlgamstaxcutaﬁ‘eeungsecmhee o
‘Whereas Wedneeday‘s 103-point gain in the Dow mdustnals

" Thursday’s move above 7000. ‘
The Treasury's auction of $10 billion of30-yearbondsbmught a

.yxeldof664pement,whxchwasdonmdetedlmemmkable But with
.thethxee-dayqlmtdyreﬁmdmgchreasmydebteompleted.asmse

- of relief propelled long-term bond prices higher and yields lower. -

- Theyield on the current benchmark 30-year Treasury bond fell to"

: _662pementﬁ'om670pq’emt.“Wemadeltﬂn'oughthequm1erly

refunding without any damage," said David Butler, cliief equities .

- traderfoerchKemperInvecunentsmChleago “Idon'tseeany

. reasonwhytherallycan‘teonhnueaslongaswegetsupportﬁom
bonds."

Butler cautioned, however thatFnday aheedofathme-day

weekend in financial markets -- eotﬂdmmeesasell-oﬂ'mbondsas
dealersu'ytmmloadmventoryﬁ'omtheqtmteﬂyreﬁmdmg.Alsoon

- Friday, the government reparts the producer price index for Jenuary,

* wh:chlsexpectedtoshowagamofjust()?‘peroemﬁ'omeember
‘Thursday's rally was broad-based among lm-ge-eap1tahzauonstocks.

: Fm'themonddaymarow wmnmgnssuesoutmnnberedlosetsby

- more than 2-to-1; anmusualdemons&atxonofbxﬂhshmarkethreadth‘

. in recent weeks. -

The two blggest gamers on the Dow mdmtnals were pha:maeeutxcal .

N

\

= )

_ 'gmntMerek.widelyregardedasanon-eychealstoek,andCataplllar '
 aindustrial cyclical stock. Merck added $3.75, to $99.632, after hting

8 52-week high $99.87 during the day. Cetap:lluclosedupS?ZGZ to ‘

. 883, lz,aﬁerhlttmgasz-weekhlgh383 37. . '

Incidentally, neither of these giant multinational compamee seemsto

. : fbesuﬂ'mngstoekpnoemonﬁ'omthec\mmtstrengthmﬁerS
salaries of its American pilots and operate the smaller jets. In coritrast .
_totheAmmcanpﬂots,ﬂaeavmgeAmmcanBaglepﬂotemmabmt :

dollar. The dollar continued to defy efforts by leading government

Zﬁnaneemm:stemtostnblhzethegreenbackagmnsttheGe:mmmark
- and Japaneseyen. . - .

_ TheNasdaqoomposxtemdexaddedllsspomts,tol37081

. Computer-technology stocks, which went into a minor swoon last '
- ‘'week, continued this week's rebound. Michael Dell, chief executive

- officer of Dell Computer, said he sees **very good" demandfor
'{persomlcomputers.DellgamedS356 to $70.25.

- After the close of trading, Micron Technology chief executive oﬁeer

’ IStevenAppletonsaxdpneeaforso—calledDRAMeompmer
. chips have been climbing recently, aeommentthatoouldboostthe

computer-technology sector at Friday's opening of New York trading. '
. A jump mJanuaryretaxlsalecreportedem-lyThmsdaymcmentmﬂy _

'_ spookedthebondmmi:et,hmashm-pdownwardrevmonmthe B
:alreadylacklusterDecemberretmlsalesﬁgtn'ehelpedsoﬁenthe' '

impact. - o
Invectorsseemedwﬂhngtolgnorethethreatofapﬂotsu'ikeagamst

'AmencanA:rlmes - or didn't believe it would happen. The Reuters
o newswueqmtedanmnamedDepmtnentormesportahonoﬁcml

saymgthesu'ikewouldeosttheUS wonomybetweenSlOOmilhon

. and $200 million a day. .

o ThestockofAmencanAnimeepaxent.AMR,roee%emto

- $83.12, TheDowJoneetranspoﬁatnonamgemsemlmemﬂxﬂ:e
'Dowmdusmds,closmgupl633 10 2363.24. '

Local news: Chicago-based Donnelley Enterprise Soluuons. wlnch .
wasspmoﬁ‘lastfallbyR.R.Donnelley& Sons; sink $11.75, to $12,

- .aﬁertheeompmysmdl996mul&,atpectedtobereleasednext N
"'-week,wmﬂdbesubstannauybelowcmentWaﬂStreetmmlhe :
: eompanycxtedlaborandmanagementproblemsatonedlmon. .

- Global investor George Soros, who wants to oust Phillip Rooney as

" chief exscutive officer of Oak Brook-based WMX Technologies,

" Inearly December, Greenspmobhqmeommahomhedmgm"f"-dm'“"l’"nbythmmpmymmfmmmf“mmm

. of "irrational ‘exuberance" mﬁnanemlmalketscausedoneof few smdardFmanexal,aChlcago-basedsavmsstEdlommmeL

'.,smdUS DnmatCmntJudgeJmesZagelnﬂedmmfavorﬂmtan
. - investment partnership called LaSalle/Kross Partners violated
'_"seclmtleclawsmacqmngmorethanSperemtoﬁtsstock.

- Wesley Jessen VisionCare, Des Plaines, gained $1, to $16, in its :
. -'ﬁrstdayowadaqu'admg,’Ihemnkerofspecmltysoﬁeonuctlenses .
: _'_sold245m11honshme¢manmmalpubhcoﬁ'ermg, :

- Buufyoulookatthestabﬂxtyandg'owthwe'veenjoyedandthe
. prospeetswehavefm'astablegrowthmﬂmomﬂauon,n'shardtosay.

WMXboardwereﬁledaﬁerthenommat:ondeadlmesetbyWM(.

‘MM, Deerfield, apro\nderofnskmanagementservxceetothe

 health-care industry, fell 12 cents, t0 $29.12, aftet the company said -

a British court levied a $5.1 mﬂhon;udgmentagamstxtmad:spme
ovents 1992 saleofanmsmaneeeompany '

White House's' controverslal forelgn-pollcy
‘issues to be tested before Congress

Knight Ridder Newspapers (KRT)
WASHINGTON Here some of the foreign-policy issues that eould

' produeeﬁghtsmCongtmfcrtheChntonadmmxsumon
_ _ooameddespxteaﬂatbondmarket,bondsweremajoreonmbutorsto -

Chemical Weapons A global treaty banning poison gas hasbeen .

' endorsedbyDemomtsandsomeleadngepubhcans,bmhasbem

challenged by North Carolina Sen. Jesse Helms, chairman of the -
FomgnRelatxonsCommxttee andothers.FortheUmtedStatesto;om
the treaty already ratified by 68 countries two-thn'dsoftheSenate o

~ must ratify it by April 29.

- United Nations Funding thhanewUN secretarygeneralm K

' lace,theadmmxstrauonxsseelangeongreemonal authorization to pay

the United Nations nearly $1 billion in back dues withheld because of

| “.dlssatxsfacnonmthwasteﬁﬂUN management. Skeptics in Congress
L wanttosetmmngementgoalsfortheUmtedNauonsandueUS
" payments to their achievement. -

NATO Enlargement The admmletratnon appears heeded for a
recommendation that three Eastern European countries be permitted

3 to;omNATOsoon astepthatwouldma'easethelevel(andoost)of
. ' America's security commitment in Europe. While Clinton end his .
- aides see benefits froni increased stablhty, some lawmakers qusuon o

' the benefits and the cost. '

. Arms Control 'I‘headmmnsu'euonxsseelnngSenaterat:ﬁcanonof L

' the Comprehenswe Nuclear Test Ban Treaty signed by Clintonin

September an agreement quesuonedby some in Congress. Congress
- also.is seelcmgtoadwse the admmlstmtlononproposedchangeemthe
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thtle Progress 'I
Seenin Talks

With PllOtS* |

| Confusmg Negotlattons
- Ctted by Amerlcan Azr |

By ADAM BR_YAN-T o

WASHINGTON, Feb. 13 — The Allied
. Pilots Association, the union that has
pushed American Airlines to the brink of a
strike, is in many ways a misnomer. From
its founding in 1963 through recent weeks, -
its members and leaders have made dis-
unity their hallmark. . :

Those fissures within the nnion. by many

accounts, are now proving. an:obstacle to -

- . progress in- labor talks and- may end up .
stranding tens -of - thousands passengers
and- shutting down the airline Saturday
morning. At the same-time, the pilots’
. negotiating posture has- reinforced long-
standing tensions between them and stich -
lower-paid American employees as flight -
~ attendants and baggage hand]ers. -
- - Despite encouragement from the Clinton
. Administration to use mediation to settle
differences between- American's manage- .

' . ment and the pilots, there was little move- .

ment toward ]common ground today. -
Robert L.‘Crandall, the chairinan of -
American’s parent, the AMR Corporation,
urged President Clinton today to intervene .
. to avert astrike by forcing the two-sides
‘into bmding arbitration. James Sovich, the

union’s’ president, submitted - a new- con- -

- tract proposal to the company late today,

the details were not disclosed. -

" American Airlines executives have ex-
pressed frustration all week with the lack
of responsiveness from the pilots. The lat-.
est round of talks was supposed to begin in

‘earnest on Monday; but the pilots’ 18-mem-
ber board did not arrive here until ’l‘uesday
night, " and -talks did not ‘resume until:
Wednesday aftemoon,,atter the board met
with union negotiators. -

Donald J. Carty, president of American
Airlines, has described the talks as ‘“very

- unproductive and even confusing.”’ Atter
the union signaled that it wanted. higher
wages Instead of stock options, the airline.
responded by .adjusting its proposal. The_.

union then dismissed the ‘offer: as. a step

. - back rather-than an improvement. -~ -

. “This is a very frustrating and disap-
. pointing situation,” Mr. Carty said today in

a recorded message for' employees. “We

want an agreement, but we need to have.

someone to have an agreement with »o

Continued on Page D3 '

¥

Continued From Flrst Business Page

Wallace I. Pitts a spokesman for .
the Allied Pilots, said that union lead- " :
-ers had been clear on theéir demands’
._for weeks, and that any appearance

- of disharmony ‘'was a result of
“healthy democratic debate.” -

But'it has often- been difficult to
discern what union. offrcers and the

9,000 members really .think.- Union

leaders, for example, approved a ten-
tative agreement by a close vote last
fall and sent it on to members for -
‘ratification with a recommendation
to approve it. -

But a group of pilots organizied an.
intensive lobbying effort to vote it -
down. The “APA Pilots Défending -
the Profession,” as they called them- -
selves, set up a sophisticated site on .
the World Wide Web, and used elec-
tronic mail to get their message out.”
Their. etforts’ were "helped to some -
.degree by some union officers ‘who.
sent letters to members ‘suggesting -
- that a better deal could be negotlatec__l
withlittlerisk. Do e

" Although it is not clear how many
‘votes they swayed, their efforts cer- -

‘tainly appeared to have.succeeded
after the pilots voted down the tenta-..

‘tive agreement by almost a: 2-to-l -
margin.

pilots in our- very own country are

living at or just below the six-figure - °

.salary. line.” - Employees were told -

‘they could sponsor a pilot in the

-event of a strike for $300 a. day, which -

". could mean the difference between
".“a vacation fishing in Florida ora E

Mediterranean ‘cruise.”
‘A’ second sheet . wa.s circulated'
showing the paycheck stub of ‘an

American pilot who made more than | ;

- $160,000 last year, over the words,

“'m' a pilot ‘and I don’t make = -

enough." Some American employees .
~ who are not members of the pilots’

union also wore buttons recently

‘the acronym S.P.O.LLED.,
“for Spoiled Pilois” Objective Is Leav-
ing Employees Destitute..

Such tensions, though, are not new - |
tor the pilots. In 1963, a group of

“American pilots, who atthe. time

. were members of the Afr Line Pilots- . -
Association, fomented distrust of the . -
pational union and won ‘enough sup- . -
_port to.form- -American’s own union.

" But after. the split, many pilots felt
 strongly that all pilots 'should main-

tain: a unified  industrywide union, '

-and - resented the move to break . -

' rariks with the Afr Line Pilots Associ-

ation, - which represents pilots at|

With a strike nearlng some pilots : mMOoSt ‘major airlines ‘today: -

saidsthat if-a vote were taken again | -

“‘That union. was founded Ina’

. today, the’ original agreement would bloody . boil. .of - dissension,” said

be approved. -
-“‘We would pass that contract ln a

.heartbeat if we: had a. second: ty,whohaswrittenthreebookson

‘chance,” said Walter Brown. a pilot-
who. has been flying for American for -
. eight years and voted in favor of the -
tentative agreement. Mr. Brown said  :

-George E. Hopkins, a ‘professer of
“history at Western Tllinois Universi-

the history of pilot unionization. - ..
Twenty years later the Allied Pi- -

lots Association made -ane’of the

.most controversial decisions in air-

he would like to sue some of. his- Jline "tabor . history by :signing an'

colleagues' 'who - organized ‘the ‘De- .
fending the Profession group for rep- "
resenting themselves as would-be
‘union leaders. .. . -

“There is a iot of dissension within
the A.P.A he added. .-

Even among other employees at;
American. most of whom! will be laid:
off in the event of a Strike, there has

Among an azrlme s

employees, there ts”
little sympathy for, ;
Iugher-pazd ptlots |

- been little broad support or sympa

thy for the pilots, who earn an. aver-

age of $120,000 a year. /. e
n one sarcastic barb; many em-

ployees at American recently circu- -
lated a "Help Feed the Pilots”- sign- :

up sheet that noted “thouSands of

agreement that created .a second, =

lower tier of wages for new pilots. . "
_-The plan was intended to help Ameri- .-

‘can ‘expand ' its- fleet “and - market

:share, ‘and pilot leaders signed the |

.deal..at a time of uncertainty -and ~ . -
‘tarmotl in the industry following de- .

regulation in 1978,

- In'the years since. the so-called B-
scale ‘has fostered considerable re-
. 'sentment: among the lower-paid pi-

" lots, and union leaders are now’ try- -

lngtoclosethegapquickly

- The pilots have also been divlded B

on “how best to negotiate with the

- company. In January 1984, Richard .
. LaVoy, the pilots’ union president at _
- the timi e,agreedwithMr Crandallto -

- 'what they called ¢ a “tresh approach”\ o

to negotiatlons e
“The- approach called for the two. .

sides to use:binding arbitration to -
' resolve’ any issues that could not be

: settled in negotiations. Such a guar-" '

- antee” would have prevented any

strike at the airline. But the union’ s
board scrubbed the idea, ‘and four -

'_‘ -months later the pilots voted. in Mr. _
80vich. the current presldent. o

Ctlje Nettt jjork f?i’tmca
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- By DAVID. srour

: WASHINGTON Feb."13 — The..

investigating_'
- Mike Espy, President Clinton’s one-.

. _special . prosecutor:

- time Agriculture Secretary, suffered

tributions to Mr. Espy’s brother..
The two, John J. Hemmingson and

‘Gary A. Black, were found not guilty-
" of charges that they- conspired to -
defraud the Federal Election Com-:

"mission and " that. they filed false
statements ‘with the commission in
connection: with the 1993 . Congres-

" sional campaign of Mr. Espy’s broth-_

er, Henry.

Mike Espy re51gned from the Cabi—
net in October 1994 after accusations .-
that he had accepted favors from big -

- agricultural businesses and’ biiled
- taxpayers.for pleasure trips and ve-.-

hicles for his personal use.

- - - Mr. Hemmingson was chief’ execu-.
" - tive and Mr. Black a vice president of -
the Crop Growers. Corporation of
~ Overland Park, Kan., a crop insurer -
that last ‘month. pleaded fo contest to -

conspiring to defraud the election _

commiSsion and was fined 82 million.

“The' company and the two' execu-. -
- tives - were - accused” of concealing
-more than $40,000 in corporste con-

. his first setback today as a Federal . tributions to Henry Espy, then the

B Court jury acquitted two former ex- .
. ecutives of a crop-ihsurancé compa- ..
."ny of making illegal campaign con- .

‘Mayor of Clarksdale, Miss., in his

unsuccessful bid to take over the seat

vacated by his brother when he

joined the Cabinet in 1993. Prosecu-
tors said thé defendants were curry-

" ing the candidate’s favor tp gain ac-
-cess'to ‘the Agriculture Secretary.

" But the defense lawyers, Willlam
Mauzy for Mr. Hemmingson and

- Theodore V. Wells Jr. for Mr. Black,
" argued that the former executives
~'had acted in good faith, and-that the
L Govemment's case lacked proof.’

“I'am, of course, disappointed in

_the’ jury's‘ verdict,” the special pros-

ecutor; . Donald 'C.. Smaltz, said.
““However; in our system of justice,

_that ends the matter, and we now

move on: to other aspects of our in-

‘ vestigation.”
.Mr. Smaltz’s office has obtained )

convictions or pleas of guilty-or no

- contest _from - seven organizations -
and individuals including Mr Hem-

2 Fleared in Glfts Tted to Ex-Cabmet Member

mingson, who was convicted in New
Orleans last.month of laundering a

820, 000 contribution to Henry Espy:

The inquiry into the former Secre-
tary’s affairs is focusing on his rela-

kansas poultry giant, and on its pres-

tionship with Tyson Foods, the Ar--

.ident, Don Tyson. Mr. Espy’s depar- -

turé from the Cabinet was hastened.
by disclosures that Tyson Foods had

$1,200 college scholarship and that
Mr. Espy had accepted favors from
Tyson while the Agriculture Depart-
ment was weighing tighter poultry-

. inspection policies.

“given the Secretary’s girlfriend a. o

Investigators, are also investigat-

ing Ronald H. Blackley, Mike Espy’s

~"chief of staff at the Agriculture De- -

partment and before that a member -

‘of Mr. Espy’s Congressional staff.
Some of Mr. Blackley's aides in the
-..Agriculture Department have said
. that he ordered them early in 1993 to

stop working on tougher poultry-in- '

spection standards. = .
After the verdict today, an aide to

~Mr. Smaltz said: *“We do not look-at

an acquittal as a defeat. Neither do -

we iook at convict_ions_ as _scalp's.".

| F'Clmton Demands Actzon on C I A. Nommee .

. By JAMES BENNET :
WASHINGTON Feb 13— Un-

- _prompted by any question, President |

Clinton used the occasion of a White
.House news conference today torge -

. the Senate 'to hold -a hearing and a
‘vote on- Anthony Lake, his nominee

for Director of Central Intelligence.

At times pounding his lectern; the
_President declared Mr. Lake, the na- -

tional isecurity "adviser during Mr.

' Clinton slfirst term “superbly quali- B

- Ll

“1f meone has some reason to

opposq him, let them oppose him in a - -
- hearing and then in a vote on the .
~ floor,” Mr. Clinton said, speaking af- -

- ter he,had finished taking questions
_ during a joint news conference in the

- East Room . with- Prime Minister'--'

Benjamin Netanyahu of Israel. .

- Senator Richard C, Shelby, the Al- g
. abama Republican who is chairman:

‘of the Intelligence Committee; has -

- partment found-that ‘Mr. Lake had .
not lied to- Congress about the Ad- -

" ministration’s tacit approval of -

twice delayed Mr. Lake’s confirma-

" tion hearings, which were. originally -

. scheduled to start .on Feb. 11.-On
. Tuesday, Mr. Shelby pushed them .

.. back to March- 11, saying there re-
. mained a lot of ‘“‘unanswered, per-:

. plexing questions” about Mr. Lake’s
conduct as national security adviser.
" In praising Mr. Lake’s perform-
ance, on Bosnia and other issues, the
President said today “I'd like to

cl)e New ﬂork (?.{tmes '_

A Iectem-poundmg |
Prestdent calls Lake
superbly qualtﬁed ’

'remlnd everybody involved in this -
- that it was Tony Lake who:came up
' 'with a strategy that we implemented
... to:end the bloodiest war in- Europe
“since- World War II In view of his -
“service, hot to me but to this country,
and the positive consequences of that
: service — whether it’s Bosnia, Haiti,
" the . agreements with - Russia, .yoa
" name it — he deserves, his service to °
this country deserves, a. hearing and .
**.a vote on the floor of the Senate andI

hope he will get it.”” :
In an investigation that was con-
cluded’ last Friday, the Justice De-

Iran’s arms shlpments to Muslims in
Bosnia in ‘1994, aid that violated a

‘United Nations weapons embargo
~publicly backed by the United States. _
* ‘But Mr. Shelby, who had previously
- criticized Mr. Lake for.a “lack of
: candor," would not accept that find-,
. ing -

Jr RIDAY FEBRUARY 14 1997

Aftera separate investigdtion also

concluded on Friday, the Justice De- . -
. partment said Mr. Lake should pay -

$5,000 to' settle a civil inquiry,

brought by the White: House coun-

“sel’s office, because his failure to . -

 sell energy stocks in his portfolio had -

created a potential conflict of inter-
" est while. he was, national security
_adviser,

‘But the" -Justice Department a.lso_ .
saild Mr. Lake’s failire to sell the

.stocks had been nothing more than

an overslght that he corrected as
soon as he discovered it. Mr. Lake
agreed to pay the $5,000.

Mr: Shelby, though, said the Jus-

“tice Department ‘report ‘“‘raises as
: many questions as it-purported to

answer.” His Senate and committee .

" offices did. not respond to calls seek-
" ing comment tonight.” -

Mr. Clinton safd he wanted to

don’t have a great interest in this,”

‘speak about Mr. Lake “because I've -
_heard - it suggested ‘that maybe 1

He did not offer similar remarks on

two. other, nominees that have run

into trouble ‘Alexis M. Herman for

Secretary of Labor; and Federlco F.

., Pefia, for Energy Secretary.

‘But when asked about them as he

stepped away ‘from the lectern, he

: expressed continued support.



"-._the new Jets: Otherwise, the union argues

Regwnal ] ets Take Spotlrght in Amencan Azr Drspute

By Scort MCCARTNEY
-And SUSAN CAREY
SIq!I Reporten of Tur WALL STREFT JOURNAL

Regional ]ets should be the rage of the :

skies.

 The sleek hew breed of 50- to 70- seat
planes aré fast, economical and comfort-
" able, with no middle seats and ample leg -,
* room. They can fly nonstop halfway across
- the country, and travelers don't fear them -

-.the way they do turboprop commuter::

planes

. “Alrlines like them. "The reglonal
“jet can fly places you cant fly today at™
“economical costs,” says Greg Brenneman,
president of Continental Airdines, whlch
- plans to use them to service smaller U.S.
- citles and new-international markets.

‘But the so-called *RJs" have hit turbu- -

: tenoe. ‘especially at AMR Corp.’s Amertcan
" Alrlines,-the. nation's second-largest. car--
*rer, There, pllots are threatening to strlke

Saturday unless they — not:less. well-paid . - -

-comwmuter pilots — are’ ‘given contractual . '.uP ]
“7'use the jets efficiently, but longer, less-tra .

. for fiying any planes is also an issue in the - ditional routes = from Cleveland, say, to

dlspute but that lsue appears to be easler :

rtgbts tofly the smaller planes, Higher pa

_ " to negotiate. :

O ere Is 4 strike, it wiil bé an RJ
- _strlke." - says PatneWebber lnc analyst .

- the company could “‘outsource’ member .
pllots' jobs by shifting its routes to. s
' Amerlcan Bagle oommuter subsldlarles

N (] managers don’t have outsourcing in
“their. hearts,  then why can't they sign -

~.our deal?"’. asks Amencan pllot Ivan Ri
. vera.

Company omclals say they would lose
money flying -regional jets with higher
- cockpit costs, but that not having the jets
- would cost American passengers. Indeed,

- union ‘consultants reached substantially- : -

* the same conclusion last fall, finding that. . .
American pilots would benefit from:in-.
_creased traffic through American hubs.

Still; says American President Donald
Carty, “regional jets have become ‘an
emotlonal issue for some of our pilots.”

- When commuter carriers began deploy-
lng regional jets in force in the early 1930s,

the - biggest concern was whether “the - - Sogrs:)
. planes, which cost $13 million to $27 million’-

~each, would draw enough extra tramc to- .,Canadatr RJ, whlch is based on one ol the )

»: " firm's corporate jets. The Canadalr is most
“hotly challenged by the Brazilian Embraer
" 145, which was just reoently certtﬂed to lly
-'ln the US.
~.The new planes are creatlng all klnds of

new opportunities, Independent commuter -
carrier Mesa Air-Group will soon open an- . g

-all-regional-jet hub at close-in’ Meacham -
_Field in Fort Worth, Texas, _challenging -
American’s giant hub.at nearby Dallas-
l?ort Worth International Alrport.. -
- -Comair Holdings Inc.; a- Cincinnati- -
'-,-_based commuter line that- teeds Delta Alr

be profitable. -
tozoomtlestumedouttobe too short to

. Providence, R.I. ~work well, airline execu- -
tives say. The planes are even beginning to -
foster & :return to more direct flights
: between " smaller - cities, allowing" some
o “'travelers to -avoid hub connections. -“'In -
almost-every imarket where it's been de-’
ployed, the regional jet has actually stimu- .
lated -the market,” says Alex. Brown &
‘Sons analyst Will Wrightson. “People j“ﬂ_ ““Lines, ‘became the fastest-growing U.S.

" commuter carrier alter ‘it started tlylng

prel‘er jets to turboprops.” - -

Bread-and-butter' oommuter routes of -

“The leading plane in this neyl genera- B
tlon ol reglonal jets is Bombardter lnc s

Reglonals Take Offf

Commuter carriers feeding big airlines are

. ﬂocklnq to the new-generation reglonal ]ets '

" KO.OF  FRM  OPTIONS -

REGIONAL JETS ORDERS TO ORDER

reglonal jets in 1994, -

Comalr ﬁrst used tts reglonal jets to-'

e

_reach cities that were beyond the range ol
turboprops from Cincinnati, bringing new

" traffic into the hub that might have gone

through Chicago, St. Louis or Detroit.
After opemng those new markets, Comair

-began using the planes to replace larger -
Delta airplanes at off-peak times. That -
- allowed .Delta to move some of its bigger

planes to bigger markets, and recently

" -Comair has begun using new R.ls to phase N
~out-its turboprops. - .

“ ! Houston-based Continental expects to

" have 25 regional jets in service by June °

1998 and has options-on 175 more of the

50-seat aircraft. Before deciding to pur-.

chase them, the carrier calculated a *tur-

“boprop ‘avoidance factor” for different. -
routes, figuring that on some, just replac- -
- -ing-a turboprop with a reglonal jet would

" lncrease traffic 20%. :

" At ‘distances of 500- to 1,000 mnes.-"

‘Continental's regiona! jets cost about as
much to operate as turboprops, and in fact

_have about the same unit costs as conven-
“: tional ‘small jets llke the Boeing 137 the i

airline says. -

-tal to offer twice the number of flights with

.';quency service. -

. Beginning Aprll 6, Contlnental will re-

- place its regular airline service between tts
: Please 1‘um to Page 88 Cblumn 5

)

~ . The regional jets ﬂy as fast and as hlgh :
" as 737s, and will replace the larger planes |
" on some routes. That will allow Continen- -

“the same number of seats'in some mar- |
kels, a move designed to attract business .
‘travelers, who typlcally prefer hlgh lre-__'-

Continued From Page Bl

Cleveland hub and cities like Minneapoﬂis"
and St. Louis with the regional jets. As '

additional planes are delivered, Continen-

-tal plans to serve new cities in'Mexico and.

Canada, while also building a special RJ

.terminal in Cleveland. “‘It's going to be | -
says David Siegel, president of | -
-Continental Express,  the airline’s com- :
" muter subsidiary, which is oonsrdenng' -

huge,”

moving to;an-all-jet fleet.- =~ - ..

- But while neither Continental nor any - .
of the other carriers plan to ellmmate any -
big-airline jobs with regional jets, the
American showdown has prompted other

can'ters unions to take a closer look at the
issue.

in a briefing paper that “the RJs are here

and arriving in force.” The -union said |-

Comair has been siphoning passengers to

-Cincinnati away from Atlantic Coast Air-
lines, United's commuteér. partner ‘atWash- |
ington’s -Dulles “Airport. But ;the pilots | .. .

-grouphasyettotakeaposmononthe 120
regional jets ordered last month by Atlan :

tic Coast.

‘Northwest- Alrllnes has trled to avold. S
_ Iabor trouble in connection with the'intro- | . - -
" duction -of 12 regional jets at its 30% |- -
- owned commuter -affiliate, - Minneapolls-'
" based Mesaba Holdings Inc. B P
‘Because Northwest pilotsare oontrac- N R
tually guaranteed_{o fly any jets within |
the Northwest system ‘with 70, or more | -
seats, the Mesaba planes will be config: | -
| ured to carry.69 passengers..Moreover, | = . .
“although the Mesabajets will take over {.:. - "
some ‘Toutes -now:flown’.by Northwest's | .
‘oldest and smallest DC-9s, the DC-9 pllo(s L

will move up to bigger planes.:
© ‘The pllots - union hasn't: taken any

“action to oppose the moves, which it con-.
cedes were legal. Still, its members aren't.
pleased, says Paul Omodt, a  spokesman !
for the Air Line Pilots Association at North- .

-west. “They took $300 miilion that North-
west employees earned and went out and

.invested’ ln a separate company," he

says.

. -Last- October. the head ol the pilots’ |-
union at United Airlines warned members |
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“WASHINGTON — The Food and Drug -
Adminlstratlon Is prepared to crack-down -
on the nation’s major retail chains under
' Its strategy for enforcing a national banon
tobacco sales to teenagers. ",

' The agency, working WI state ‘and”
“local officials, intends-to-use. computers
"and other means to.track’ the: ‘compli-.

ance records of retailers nattonwtde andto - of

take enforcement action agairist any store. .
owner or retail chain that shows a pattern.
| -of repeated or widespread violations, FDA -
-officials said. Such offenders .could. face
~-thousands of dollars In civil penalties.

The FDA regulations to curb. teenage
‘smoking are to begin taking effect Feb. 28 .
. with the requirement that young.people
" present a', photo-identification ', card vto -
- prove  they are at least- 18" years old :
- before buying cigarettes or other tobacco
products The agency plans to give store
. owners a pass on the first violation.and -
then fine them $250 for a se¢ond vtolatton
" 'Repeat offenders, on the other hand wlll
‘be dealt with much more harshly '
© '~ “We haven't yet determined what the
. incremental increases [in fines) will be,”
_said Mitchell Zeller, -the FDA's" chtet to-:
, bacco- policy maker. ' *‘Under our.civil -
money—penalty authority, [violators]-could -
face a 'maximum of 515 000 ln monetary
" penalties.”

In addition to taktng enforcement ac-
tion, Mr. Zeller said, the FDA may very -
- well _publicize comparative data on:the
- tobacco compliance rates of the nation's -

" big supermarket, pharmacy and conye-
nience- store chams : .

" Nelther course of action is ltkely" to sit-

well with many chains. The National Asso-.

| ciation: of Convenience Stores, along with -
--the tobacco : Industry "and advertising

groups, is challenging the FDA regulations-
in federal court, arguing. that the agency -
lacks jurisdiction to regulate tobacco and

~that FDA restrictions on tobacco advertis-

ing would violate First Amendment protec- -

2’| tions ‘of commercial .speech. The federal
-judge hearing the case in Greensboro,
~:|-N.Cy, sald: ‘Monday that. he will. tssue a -
| ruling within ftve to 10 weeks, .~ -

~What - most "riles - conventence-store .'
1'-'owners and other retailers is the FDA
-requirement that their employees réquire .
- identiflcation of “all . would-be - tobacco
.buyers under 27 years old..“The carding .
- proposal defies common sense,” said Marc -
- Katz, spokesmian for the convenience-store =~
|- group; which represents 2,200 retaflers. ‘It
“unfairly saddles our employees with guess-
|.ing. customers’ ages, and ‘then imposes .
legal penalties for an honesterror.” '

" But Mr. Zeller sald that such a requlre-

agatnst the sales to teenagers. - '
‘At this. point the FDA has’ only $5

-mlllton for its antitobacco campalgn. and -
- can afford to sign enforcement contracts
.with agencies in only 10 states. The Clinton
‘administration is seeking $34 million for

the FDA's tobacco program, including en-:

\

forcement and educatton. tn fiscal 1998,
The agency will set up a toll-free hotline !
and an FDA home page on the Internet to
field titizen complatnts about illegal sales
to minors.-

" “Those complaints will trlgger an un-

" announced compliance check as soon-as

one can be scheduled,” said Mr. Zeller.
*“‘We hope to have a major presence nation-
wide by early 1998. Our program will
complement all the ongoing local andstate

) actlvttles to enforce their own laws."

Yesterday. © the. admlnlstration

launched a nationwide outreach effort to

educate retailers, parents and community

" leaders about the FDA rules. It includesa -
series of regional meetings in 10 cities, as- -
- well as a national teleconférence broad-" -

" cast'Feb. 28 to movie theaters.in 25 other
cities. The' teleconference will feature a

,vldeo message from Vice’ President Al.
‘Gore. - . _

_ment is necessary “to-catch the mature-
,;looktng adolescent.”.. . S
w5 ‘Given the slze of the FDA's tobacco-en- '
;forcement budget, ‘the corivenience-store -
: group and -othérs may be overreacttng to .
-the specter of federal regulation, Withonly .-
1,000 field inspectors - nationwide, the

: agency will have to rely on state agencies
0 conduct compltance checks. .

Typlcally. state officials would send -

'vunderage Jyoungsters into stores, gasoline
.| stations and other retail outlets and have ' .

-them try to buy cigarettes and smokeless
| tobacco without showing a photo identifi-
‘| -cation. :Such *‘sting” operations are be- -
_-'comtng commonplace in many states and
“communities: that have tobacco-retajler -
‘licensing :.1aws - and  other ordinances



