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finition of dolphin-safe tuna, but canners worry
about even tougher restrictions.
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{Lawmakers Push for Pension Overhaul ................. 1926 .
About 50 million workers-do not have pension '
plans, and lawmakers are lookmg at ways to avert
aretirement crisis.
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Fawell Saying Farewell .................... 1932
Seven terms is enough, said veteran Harris W.

Fawell, R-IIL, in announcing Aug. 6 that he will step

down at the end of the 105th Congress.
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ENVIRONMENT

Tuna-Labeling Provision
Opens a Can of Worms

Cannmg industry fears environmentalists will use doIphm safe’ labeling

upporters of a bill to
devise a new “dolphin
safe” label for tuna

S

cans patted themselves on"

the back recently after
crafting a decisive compro-
mise. The agreement broke
a months-long legislative
logjam and sent the bill to

President Clinton’s desk for -

his expected signature.
But tuna canners are not

doing a lot of celebrating.

- They believe that the bill
(HR 408), cleared by the

.House on July 31, could
. give environmental groups .

leverage to roil the market-:
:place,by. emandmg that

ﬂoodgates for the env1ron-_'_
_".mental groups that are nev-
er going to accept- this ‘dol-

* .. phin unsafe’ tuna from ~

~ coming in,” said David G. Burney, exec- o
- utive d1rector of the U.S. Tuna Founda-
. tion, which répresents domestlc can- :

o ners and tuna fishermen. -

For the canners, history’ may b'
about to repeat xt.self They ended a
- €.in ;1990

asa tool to push for tougher protections

" An environmental group markets the Flipper Seal of Approval' to -

Lo

nets,'which capture tuna much llke
pullmg the drawstring of a purse, but al-
, 80 can injure or kill dolphins that often

wim above tuna schools. Congress
: ave the definition the

_f-mgl:othecam\ers R

slgnify dolphln pmtecﬂon but says the seal Is nota money maker. _ _in-the ‘cans’ -had ‘been’

The altered standard
would allow encircling nets *
to be used, though only if
tuna is caught without
killing or seriously injuring
dolphins.

That change angered
some environmentalist or-
ganizations, particularly
those that fought hard for
the current definition. In re-
sponse, they prevailed on
lawmakers to amend HR
408 to allow multiple labels,
and this is the provision
that is particularly trouble~

affix it or any.of a vanety
f altema.uve labels fo tuna

caught by fishermen who,’

-adhere to a more stnngent

] dolphm—safe standard. -
- Supporters of multiple labels de-- e

fend the amendment as a way to pro-..

~ tect freedom of expression. Oppo-’

nents say- multlple labels. would




the Federal Trade Commission Act.
Under the multiple-label provision,

the Commerce Department would be.

directed to design an official dolphin-
-safe label, but the tuna canners would
not be required to use it and could at-
tach any design to their cans. Only one
label design could be attached to an in-
dividual can.

Mark J. Robertson, a consultant to

~ the Mexican fishing industry, said the
" provision strikes a good balance be-
tween protecting First Amendment
rights and guarding against abuses of
the label standard that would under-
cut conservation goals in the bill.

“It's about as tight as you can get
without infringing on freedom of
speech,” he said.

But tuna canners are worrled that
the provision could open them to pres-
sure from environmental groups. Can-
ners fear that if they use any label that
does not have the support of environ-
‘mental groups, environmentalists will
lead a boycott of their product.

Burney said canners are “constantly

" receiving requests from special interest

- groups to use their label.” For the most

_ Ppart, he said, these are groups that rep-
. resent. t.hemselves as’ enwronmenta.lly
. concerned.”, ;

" These group could push canners to R
accept stronger protectlons for dol-" }

Keepmg to the no-encirclement def-

ition might win plaudits from-envi- -

, ronmental groups and some con-
- sumers, but canners worry that it could

- also cede a competitive advantage to -
.companies that are marketing lower-

" .priced tuna caught by Lat:m ﬁshermen

" .with encircling nets. :
-Dave C. Phillips, executwe drrector

“We have our sights trained on'the

first company that tries to sell unsafe
" he said. “The
" wrath of God and Earth Island will

tuna on the market,

come down on that company.”

Green for Greens? _

A big question is whether an envi-
ronmental group should advocate a
tougher label standard while pushing

-tuna canning companies to accept and

pay for use of a label developed by
that group.

~ “We have our sights tra.med nE

‘on the first company
that tries to sell unsafe tuna
- on the market. The wrath
of God and Earth Island will
come down on that company.”

—Dave C. Phillips, executive director,
Earth Island Institute

: B ;
- on t.he intelligent dolphin that’ starred in:
" the 1960s television show “thper, a.nd :

according to Earthtrust signifies a defi

nition of “dolphin safe” that is stricter .
than the one under current federal law. _'

(Photo of label, p. 1924)

Earthtrust officials say the label
provides a market-based approach to.
-encouraging the sale of dolphin-safe :

tuna. But critics -'contend that group

~ safe,”
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covering his organization’s overhead.

“The whole theory of getting industry

revenues _]ust hasn’t happened,” White

said.

~ He said that proponents of changmg
the dolphin-safe definition attack his
group to deflect attention away from ef-
forts to loosen the standard.”

“What they're concerned about is
the truth will come out and the public
will boycott tuna that’s not dolphin-
White said.

Earthtrust has ties to the Earth Is-
land Institute, which has threatened to
boycott tuna caught under the réelaxed
definition. Earth Island’s executive di-
rector, Phillips, sits on the board that
oversees the Flipper label. . :

But White stressed that Earthtrust

would not participate in a boycott or-
ganized by Earth Island, which might
raise conflict of interest questions.
“The scenario being talked about,
with a boycott [to pressure for use of]
the Flipper Seal of Approval, is not go—

ing to happen with our part1c1pat10n :

White said.

"n‘ade Matters .

The dolphin-safe tuna blll was clos

- ly watched as it moved: through Con-

gress; for ma.ny, lt was an example of

g H
whlch for the ﬁrst tlme would bnng
many countries into a compact to pro:

C e

tect dolphms and the ecosystem as a

whole.. :
Others, however, v1ewed the leglsla-

toitstra.dingpartners--"- L -

" tion as a weakening of the dolplun—sa.fe . s
standard that constituted a U.S. sellout- L




"+ - where, according to Labor Depart

SociaL poLicy. .

Possmle Pensmn Crisis Sparks
Calls for System Overhaul

- With about 50 million workers lacking coverage, lawmakers
focus on issues such as portability; small businesses

ot since Gerald R. Ford oc- -
Ncupied the White House and

Watergate loomed large as a -
gripping scandal has Congress pro-
duced sweeping legislation to shore
up the nation’s pension system.

. Today, more than.two decades lat-
 er, the statistics and trends are sober-
ing: More than 50 million workers —
about half the work force — have no
pension coverage whatsoever, nei-
ther a traditional, employer-run pen-

sion plan to provide mont.hly checks |

after retirement, nor a personal tax-
deferred savings account such as an -
Individual Retlrement Account (IRA)_
-or a 401(k) plan. - :
The absence" of coverage is pa.r
o 'ﬁcular}y- acute at'small businesses

" ment figures, only about 25 percen
of workers are covered by som
type of retirement savings plan;
L Moreover, workers are’ ‘uncertain

" by Boomers reach retirement age - }#

" beginning in about 2010. These are

' ;;-ne'w voluntary.pension plan for com- -
..panies with 100 employees or less,
. eliminate some restrictions on trans- .

- Vt., and Jeff Bingaman, D-N.M.,
" would create a privately run pension

clearinghouse that would manage
and invest employee retirement ac-
counts for employers. Jeffords, chair-
man .of the Labor and Human Re-
sources Committee, plans to hold
hearings on the plan in the fall.-
Other lawmakers have introduced
proposals that may become part of a
new tax cut bill in 1998. They deal
with issues such as the portability of
pensions as workers move from job

*" to job, and the financial and adminis-
- trative difficulty that small business-
' eshavemestabhshmgsavmgsplans- RPN

duced'a bill (S 883) to createa

members of the same group whom -
- analysts expect to-retire early and -

. N SCOTTJ FERﬂELL S f k .
Lynn Dudley, vice president for an assomatlon - ferring retirement benefits as work- . -

live longer, and the same group that ‘that lobbies Congress on netlrement issues, " ‘ers change jobs, and establish a fully -
. got married and had childrenlaterin - . ' predicts that next year's tax bill- “wiil have ‘ -deduct:lble IRA for every A_menca_n
hfe which means money that nught'._ Fo qulte a b:t of penslon ln It." :

0 have been saved for rehrement will
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- . before the 105th Congress adjourns in

P'ension_ Proposals Offer More Variety

Lawmakers are seeking to act on
several bills dealing with pensions

1998. A plan sponsored by Sens.
James M. Jeffords, R-Vt., and Jeff
Bingaman, D-N.M., for example,
would establish a government-char-
tered, privately managed retirement ~
security program to administer retire-
ment accounts. Other measures deal
with increased access to such ac-
counts, incentives for small business-
es to offer pensions, and increased
protection for women. Senate Minori-
ty.Leader Tom Daschle, D-S.D., intro-
duced a retirement security bill (S 14)
in January with those aims in mind.
Following is a sa.mple of pending legislation:

Pension ProSave

The Jeffords-Bingaman bill (S 957) would create a pro-
gram called Pension ProSave, under which employers
would open retirement accounts for employees, but the ac-
counts would be maintained by a separate, private compa-

" ny. Bingaman, a leading proponent of shoring up the pen-
-‘sion system, says he.is concerned about the 51 mlllxon. .

private sector employees who have no reurement plan. .
" Under the proposa.l ﬁrst mt;toduced in the 104th Con-

‘contribuite a minimum of 1 percent of employee salaries to

tribution annually, in'accordance with profits.and losses
: .-Workers ¢ould contribute up to' twice as much as their em-

ployer, up to $6,000, and they could maintain theiraccounts” - .
-when they-changed jobs. The funds would be vested imme--"-’
 diately, so employees would be entitled to accrued beneﬁts -

- No matter when t.hey lefta company

'Graham Plan N
Sen. Bob Graham, D- Fla has mtroduced a pensxon

overhaul bill (S 889), cosponsored by Sen. Charles E..

( rassley, R-lowa, that Graham says_would update laws

Lo i posed bipartisan legislation (HR 1656) cosponsored by’ Earl
gress companies would eriter an agreement volunta.nly to.

the account. Above that; employers could adjust their con-.

_ Further Protections L

turned out to be tainted, or disquali-
fied for tax breaks. The tax bill also
repeals the requirement that busi-
nesses file a report with the Labor De-
partment when they make major -
changes to their pension plans :

(Weekly Report, p. 1831)

Protecting Women

'Sens. Carol Moseley-Braun, D-I1l.,
and Patty Murray, D-Wash., have intro-
duced legislation (S 320) focusing on -
pension protection for women. Bar-
bara B. Kennelly, D-Conn., has intro-
duced companion legislation (HR 766)
in the House. One provision of 5 320, a
proposal to require a spouse’s consent
to cash out the money in a tax-deferred savings plan known °
as a 401(k), was included in the Senate version of the ta.x bill,
but was dropped in conference.

The bill calls for an end to the process called integra-
tior, in which employers can reduce employees’ pension
benefits by a portion of that employee’s income from Social
Security. The bill also stipulates that in cases of divorce, )
benefits accrued during marriage would be evenly divided | -
if the couple was married at least five years.

:_Also in the House, Nancy L. Johnson, R-Conn., has_

Pomeroy, D-N.D., aimed at encouraging small businm‘;to
offer pension plans. Such businesses often donot have the” |.
resources to offer a plan. The bill would limit the regulations >
that deter sma.ll busmesses from seumg up pension plans.i..

onesmtheBmgamanplan,wouldbeportable e

Sen. Barbara Boxer, D-Calif., has mtroduced a senes '

~-of bills (S 106, S 107, S 108) a.lmed at protecting pen-- |

sions. One (S 106) was included in the final version of the: ..
tax bill (HR 2014). It sl:lpula.tes that compa.mes ‘can lnvest

contributed annually by the employer. The accounts, hke the"-'::. -
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Pension History

Pension legislation is seldom
quick or easy. It took seven years
of congressional tries, accompa-
nied by tragic tales of pension
benefits wiped out by bankrupt-
cies, mergers and unsavory busi-
ness practices, before the law
commonly known as ERISA es-
tablished federal standards for
private pension plans. (1974 Al-
manac, p. 244) .

The Employee Retirement In-
come Security Act (PL 93-406),
which Ford signed in 1974, stipulates
that companies with pension plans have
to follow certain rules. For example, they
have to enroll all employees age 25 and
older in the plan after they have been
with the company one year. Also, compa-
nies must contribute enough money to
ensure payment of workers’ pensions.

The law also allowed individuals who .

were not in a traditional pension plan to
set up their own retirement savings ac-
counts with special tax benefits. That
marked the beginning of IRAs.
-Congress has difficulty enacting
pension laws because most of them in-
clude provisions to defer taxes, and this
results in lost government revenues.

" Several lawmakers want to see if the
1996 legislation aimed at small busi-

-their employees before.embarking on a
sweeping bill. And despite the dire fore-
~ cast for.Social Secunty, many.. lawma.k
- ers have little sense of urgency. -

' stlll 20-years away,” said Bill Pierron, a

public affairs associate with the Em- -
ployee Benefits Research Institute, a’
nonprofit, nonpartisan think tank that
examines employee benefits and eco-

nomic security issues.

. That and other factors could delay leg-
. .islation in 1998. Pension analysts say - :

-fect Dec. 31 ‘employees’can conmbute
-up to.$6, 000 annually into a retiremen
-account. Employers have to' match that ;
“amount up to 3 percent of the worker :
. ’salary, and that contnbutlon is tax-de-
- ductible for the employer.
. Sen. Bob Grahani, D- Fla has pro- -
- posed legislation with Sen. Cha.rles E."
Grassley, R-lowa, aimed at expanding

coverage for small businesses and in-
‘creasing the portability of pension plans. .

nesses (the SIMPLE plan) helps them =
. provxde more retirement’ security for. -

They think “the retirement C!'lSlS.lS -

Jeffords

Gregg

Americans eligible for fully tax-de-
ductible individual retirement accounts
by 2001. “The IRA is becoming the cor-

nerstone of national retirement policy,” .
Gregg said, “and the federal govern-
. ment should not deter anyone from par-

ticipating by limiting or eliminating the
tax deductibility of the option.”

Gregg's bill also would create a volun-
tary pension plan allowing employers to
pay workers a minimum guaranteed ben-
efit of 1 percent to 3 percent of pay for
each year of service. This would apply to
all employees making at least $5,000.

Gregg said his plan, in which em-

‘ployers also could provide retroactive

benefits.for up to 10 years of prior ser-.-
vice, would provide larger retirement.
".benefits than.the current.401(k) plan
s _'for small busmesses (the SIMPLE pla.n)

-Under, that plan, ‘which went into ef:

: Several provisions would encourag

' workers who.change jobs to transfer.

- same proposals that were offered by a’' _
. special commission appointed by for-

Conn., and Earl Pomeroy, D-N.D.,
have sponsored similar legislation
.(HR 1656) that would provide
portable pensions and limit the regu-
lations that deter small businésses
from establishing pension plans.

Pension ProSave

The Jeffords-Bingaman proposal
would create a government-chartered
but privately run pension clearing-
house that would oversee retirement
accounts and provide the types of in-
vestment options often available to
employees with 401(k) plans.
Under the voluntary program, known

- as “Pension ProSave,” an employer

would start an account and contribute - -
any amount each year, but not less than 1
percent of a worker’s salary per year. An
employee would contribute up to two
times what the employer provided. If an
employee left, the employer would have .
no responsibility for the pension cover- .
age; the clearinghouse would continue to-
oversee and invest the account. '
“You look at the different laws and
regulations on the book and nothing
privately available provides a hassle-

* free way for employers to help employ—
~ ees,” Bingaman said. )

. The legislation has the backmg of
Republica.n Sens. Connie Mack of Flori-
da, Alfonse M. D'Amato of. New York
and’ Chnstopher S. Bond' of Missouri.
Bmgaman had introduced a similar ver-
sion in the 104th Congress, but no ac-
tion’ was taken on it. . 57
! Pierron of the Employee Benefxts
Research Institute said the J effords:
Bingaman plan contains some of the

mer President Jimmy Carter to examine

- retirement policy. That plan, known as

the Minimum.Universal Pension Sys- .-

tem, would have been mandatory. It .

was never more than a commission pro-

posal, however, and it dled in 1981 after
li




4?'—4\\.:. .g’(

no tax incentive to establish an IRA.

The new law allows a stay-at-home
spouse to contribute to an IRA even if a
partner has an employer-sponsored
plan at work. -

The law also increases the amount
in an employee’s pension fund that trig-
gers an involuntary cash-out of bene-
fits. Currently, an individual must take
out the money in a lump sum if the pen-

sion plan is worth $3,500 or less. If it is

worth more, payments are made peri-
odically (usually monthly) — resulting
in more paperwork and responsibility
for employers maintaining the ac-
counts. The legislation would increase

" the cash-out payment to $5,000. .

And in response to the Color Tile

case, Congress and the Clinton adminis- -
tration accepted a provision by Sen. Bar-

bara Boxer, D-Calif., to prevent employ-
ers from requiring employees to place

more than 10 percent of their 401(k) con-

~ tributions into company stock or assets,
‘unless the employee agrees. The provi-

sion will go into effect in 1999.

Conferees on the tax biil dropped a
provision, sponsored by Sen. Carol
Moseley-Braun, D-IIL., that would have
required workers with 401(k) plans
who plan to cash out their benefits to
get permission from their spouses on
whether the money would be with-
drawn in a'lump sum or in periodic pay-
ments. Current law says consent of a
spouse is required only on distribution
of traditional pension plans that pro-
vide automatic survivor benefits.

Moseley-Braun argued that the in-
creased variety in pension plans has ex-
ceeded the protections and that it was
only fair to extend the consent reqmre—
ment to 401(k) plans.

Employers and their representatxves

SOCIAL POLICY

lobbied furiouSly to persuade negotiators
to drop the provision, contending it
would increase their paperwork and

“harm working women who would have

to get their husbands’ permission for ac-
cess to their own money. (Moseley-
Braun argued that homemakers needed
the protection.)

“From the standpoint of women, it
offers little support and does substan-
tial harm,” said Mark Ugoretz, presi-
dent of the ERISA Industry Commit-
tee,.a group representing employer
benefits plans.

Employer groups succeeded in
keeping the provision out of the final
bill, but they say the fight is not over.
The provision is expected to be the sub-
ject of hearings in the fall and could be
attached to one of the must-do spend-
ing bills or emerge in legislation in the
second half of the 105th Congress. =

APPROPRIATIONS

Resignation of Fund Officials

May Smooth Way on Spendmg

WO 'I‘reasury Department ofﬁcxals

“in cha.rge of a community. lendmg

program have resxgned amid- reports :

ed to companies with t1es to the Chn-;'

“'tons and that documents ‘supporting

! 'the selections were written only when

‘a House panel began investigating. -

Kirstén Moy, director of the Com—z'_

munity Development Financial Institu-
tions Fund, will step down in October

. followmg the second round of the pro--

gram’s application process, Treasury

. Secretary Robert E..Rubin told Con-
* gress in an Aug. 6 letter. Moy's deputy,

Steve Rohde, will depa.rt Aug. 30.

;1% committ gﬁg}i!l
éi%nvgglg ¥
el

:-_there was no polmca.l favontlsm in the

should govem our relanonslup with the

" Congress,” Rubin $aid in a letter to Rep. R _
“-bill (HR 2168) for veterans, housing (VA-

Spencer Bachus, R-Ala., subcommittee
chairman. “I deeply’ regret this incident.”

Four of the grant recipients had

some ties to President Clinton and"
Hillary Rodham Clinton, according to a
committee source. But Rubin said

The fund is a government corporation
created-by a 1994 community develop-
ment lending law (PL 103-325) to provide
federal grants and aid to local banks,
credit unions and other organizations
.that make loans in inner cities and poor -

: rural areas. (1994 Almanac, p. 100) - e
. - In the first round of grants in July- o
996, the- program awarded $37 million" . - . -

in grants, loans and other financial assis- .
stance to, 32 entities. The losing appli-

ca.nts ‘complained to lawmakers about o
: suspectaed political preference, prompt-, . -

ig the House panel’s investigation. .
Angered by the subcommittee’s dis-:
covery, the Senate provided no funds for .-
the program in the fiscal 1998 spending

HUD) and community development pro-
- grams, even though the administration .
- had sought $125 million. Sen. Christo-
pher S. Bond, R-Mo., chairman of the Ap
. propriations subcomnut:tee that oversees

"ﬁmdmgfort.hepmgram,hads}mplycnt- L

cized the project, as “totally withoiit con- .
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"~ FOR.THE RECORD "

 Status of Major Legislation

105th Congress
(as of Aug. 8, 1997)

Bill and Background

Abortion Procedure Ban. (HR 1122, substitute for HR 929; S 6) The bills
would ban a controversial abortion procedure that opponents call a “partial
birth" abortion, except when the procedure was needed to save the woman's
" life. Doctors who performed the procedure could be fined and sentenced to
up to two years in prison. The woman would be exempt from criminal penal-
ties. Weekly Report, p.. 1196}

Budget Reconciliaﬁon for Fiscal 1998. Two bills were used to implement

- the plan to balance the budget by fiscal 2002 that President Clinton and con- ..

gressional negotiators agreed to May 2. The outline was adopted June § as
the fiscal 1998 budget resolution (H Con Res 84 — conference report: H
Rept 105-116). Changes in entitlements and other federal spending pro-
grams (HR 2015 — conference report: H Rept 105-217) would save about
$263 billion over five years, including $115 billion in cuts from projected
growth in Medicare costs. Revenue legislation (HR 2014 — conference re-
port: H Rept 105-220) would make $95 billion in net tax cuts over five years
by providing a $500-per-child tax credit, reducing capital gains tax rates, in-
creasing estate tax exemptions and offering tax credits for college costs.
Those cuts and others would be partially offset by increases in airline ticket
taxes (833 billion over five years) and other adjustments. (Story, p. 1916)

Defense Authorization. (HR 1119 — H Rept 105-132; S 936; formerty S

- 924 — S Rept 105-29) Both House and Senate bills would authorize about -

. -$268 billion for fiscal 1998 programs, $2.6 billion more than the president re-

- quested, Nerther bill- would authorize the new round of base closings the ad-
jmlrustranon has requested. The House bill would oominue ‘production of the
o B-2. pomper the4 Senate t_);ll yvoyld not (Weeldy_ ﬁepod p. 7882)) -

Houslng OverhauL (HR 2 -
! House bill wouid decontroipublic housing, send more authority to local hous-
lngofﬁaa.ls repeal the 1837 lawthatestabhshedtheframewon(formem-
tion's housing authorities and require more oommumty lnvolvement from pub—
’ _lic housing residents. It would establish block grants to local houslng .

agencies, giving them more control over how they spend their money. The ° #

Senate bill would give local officials more authonty and require tenants to take
more active roles. it would amend rather than nepeal the 1937 law. M/oeldy

Report, p. 1318) _ . .

';JuvenlIeCrimo.(HRS HRept105-86 HR181B HRept105<155 S10)

1040 — AUGUST,9,"'1997"- _ c'Q, .

e R L e L

_ HHepHOS 76; S462 sneptwfrznme""

HFlaandS10wouldrequxrethefedemlgovemmem andencouagestates to :

T T AT T T N I g e e ) g Ty

" House Senate Final
HR 1122 passed HR 1122
0097, . amended and passed
g 5/20/97

"HR 2015 amended, passed "_- Presxdentsngned
6/25/97 - " e/597

Conference report on
HR 2015 cleared
7/31/97

- HR 2014 amended, passed._
- 6/27/97

Conference report on
HR 2014 cleared
7/31/97

asHR 1119
CTMAT




TO:

FROM:

DATE:

RE:

MEMORANDUM
TOM FREEDMAN, MARY L. SMITH
DREW HANSEN

AUGUST 19, 1997

ISSUES FROM WEEKLY AND MONTHLY MAGAZINES

MAGAZINES CONSULTED: Business Week (August 25), Forbes (August 25), The New
Republic (September 1), Newsweek (August 25), Time (August 25).

ATTACHMENTS: tables of contents for all of the above; “Invasion of Privacy,” Time, August
25, pp. 28-35 (cover story), “A Real Piece of Work,” Newsweek, August 25, p. 32.

CRIME

“A Beating in Brooklyn,” Time, August 25, p. 38.

Recent Brooklyn abuse case punctuates three years of complaints by blacks and
Latinos about police abusiveness in New York.

Civil claims paid by the city to whose who sue charging police brutality have risen
from $13.5 million in 1992 to $32 million last year. 90% of all police-brutality
cases in New York are filed by nonwhites. Drop in civilian complaints (down by
20% in first half of this year) might be because the Civilian Complaint Review
Board is ineffectual: it has received over 20,000 complaints in the past four years,
but only one police officer has been dismissed as a result.

“Reach Out and Bilk Someone,” Time, August 25, pp. 54-57.

Fraud against the elderly totals $40 billion per year, according to FBI estimates.

Common schemes: fake telemarketing “prize” calls, fake “lawyers” for those who
have already been bilked, overpriced repair services, piggybacking fraudulent
investment schemes onto legitimate services (such as income tax preparation).

Solutions: “Senior Sleuths” (project of Florida attorney general’s office, deploys
550 people in sting operations), AARP program calling seniors whose names have
appeared on confiscated telemarketing lists to warn them.



EDUCATION
“This is Math?,” Time, August 25, pp. 66-67.

. Debate over “interactive” or “inventive” math instruction, focusing on trial-and-
error problem solving in groups instead of repetition and memorization. Critics
charge that the approach degrades basic computational skills and that it has not
shown any results.

HEALTH CARE
“In This Drug War, Consumers are the Casualties,” Business Week, August 25, p. 46.

. Pharmaceutical companies who make brand-name drugs are mounting aggressive
efforts to prevent generic drugs from supplanting them.

. Some strategies: lawsuits (On July 28, U.S. district court judge Stanley Sporkin
overturned FDA approval of a generic version of Pergonal, a fertility drug),
lobbying the FDA, lobbying states to ban FDA-approved generics, lobbying
Congress for longer patent terms, producing drugs with poorly understood trace
ingredients that companies argue are crucial to the drug’s success, lobbying states
to pass laws requiring doctor-patient consent for generic substitutions (passed in
North Carolina after a drive by DuPont Merck).

“Shortchanging the Psyche,” Newsweek, August 25, p. 78.
. Managed care plans are often extremely restrictive on mental health benefits.
Plans often riddle their mental health coverage with gaps (i.e. attention deficit
disorder is often not covered), prescribe drug therapy instead of therapist visits,
and require lengthy documentation that might compromise the patient’s privacy.
PRIVACY
“Invasion of Privacy,” Time, August 25, pp. 28-35 (cover story) *article attached.
. A catalogue of ways that privacy is being eroded, from the unauthorized browsing
of records to the use of medical information in hiring and firing decisions to the
practices of tracking Internet browsing and monitoring email.

TOBACCO

“Why Congress Should Stub Out the Tobacco Deal,” Robert Kuttner, Business Week, August 25,
p. 28.

. Current litigation makes tobacco companies even more vulnerable than before; the



tobacco deal would grant unwarranted protection to the industry.

. The tobacco industry has always been able to turn apparent “constraints” to its
advantage (the ban on TV ads spurred sponsored events and product-placement
strategies).

. Also, the deal was 1.) negotiated in secret, and 2.) gives a bizarre product-liability
cap to a single industry (the Supreme Court recently threw out the proposed mass
settlement of asbestos claims on the grounds that one group of negotiators could
not abrogate the rights of the other claimants who did not participate in the
negotiations).

“Smoke and Mirrors?,” Business Week, August 25, pp. 36-37.

. Tobacco companies will profit from the proposed deal: they will gain $50 billion
from the budget deal provision allowing companies to deduct the revenues from
new tobacco taxes from the settlement, and $140 billion in tax deductibility on the
payments under the settlement.

. Uncertainty about how the funds under the settlement will be distributed:

Mississippi is currently having difficulty allocating money that it has already won
from tobacco companies.

. Antismoking funds in the settlement might not be effective. The funds are too
small, and they might go primarily to pharmaceutical companies and the medical
industry.

“The New Outcasts,” Forbes, August 25, p. 52.
. New tobacco taxes under the settlement will disproportionately affect the poor.
UPS STRIKE

“This Package is a Heavy One for the Teamsters,” Business Week, August 25, pp. 40-41.

. Overview of issues in the strike (part-time jobs, pensions) in a generally labor-
friendly article.

“Labor’s Deliverance?,” Newsweek, August 25, pp. 26-30.
. Another generally labor-friendly overview, concluding that because of the strike “a

national conversation had begun about whether Americans now deserve higher
wages after years of soaring profits and a rising Dow,” (p. 30).



WASHINGTON, D.C.
“Putsch on the Potomac,” Business Week, August 25, p. 48.

. Bailout plan might not be successful: deficit will continue, population and tax
revenues will fall, city cannot tax suburban commuters or real estate owned by the
federal government, nonprofits, or foreign government.

“From the Ramparts,” The New Republic, September 1, p. 14.

. An argument that Mayor Barry’s political success is due to his ability to control “a
violence that he can direct against those who stand in his way,” (p. 15).

WELFARE
“A Promise Kept,” The New Republic, September 1, p. 6.

. Wholly complimentary review of welfare reform, arguing that “[Clinton] is the
president who will have ended welfare as we know it. If this holds, Clinton will
deserve credit for a great historic and moral achievement,” (p. 41).

. The only caveat deals with the Labor Department ruling that welfare-to-work
recipients are covered by state and federal labor laws, which could make welfare-
to-work programs difficult to enact.

“A Real Piece of Work,” Newsweek, August 25, p. 32. *article attached.

. Key to welfare reform is business willingness to hire welfare recipients. Coopers
& Lybrand survey of the fastest-growing small companies shows 60% of
employers would be willing to hire welfare recipients (26% already have).

. Crucial ingredients in welfare-to-work: basic job readiness skills, state policies that
ensure access to child care and transportation.

“Feeding the Flock,” Time, August 25, pp. 46-48.

. “Charitable choice” provision in the welfare law has built on a growing trend of
church-operated social service programs.

. In Mississippi, “Faith and Families” pairs welfare families with churches. In
Michigan, two umbrella religious groups work with more than 100 churches on a
similar program. A similar program exists in Maryland.

. Critics warn that the provisions jeopardize church-state separation and that
government funding might gradually erode the distinctive religious content of



church-based programs.
OTHER
“New Freedom in the Sky,” Newsweek, August 25, p. 16 (Millennium Notebook)
. Current air traffic control system wastes $3.5 billion per year.
. A “free flight” system would equip pilots with information about positions of other
aircraft, which they could use to plot their own courses. Air-traffic controllers

would manage the system, intervening only around airports and in case of
emergency.

. “Free flight” could mean shorter flights and lower fares (as it has in the FAA trial
“National Route Program”), but is costly to implement (about $10 billion) and
faces opposition from the air traffic controllers’ union.
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0ur nght to be Ieft anne has dlsappeared blt
by bit, in Little Brotherly steps. Still, we've
got somethmg in retum—and |t’s not allbad -

OR THE LONGEST TIME, 1, COULDN’T GET WORKED
up about privacy: my right to it; how it’s dying; how *
we're headed for an even more wired, underregu-
lated, overintrusive, privacy-deprived planet.
- I'mean, JI probably have more reason to think -
about thlS stuff than the average John Q. All Too
Public.. A few years ago, for instance, after I ap--
plied fora credit card at a consumer-electronics
store, somebody got hold' of my name-and vital
__ numbers and used them to get a duplicate card.
“That somebody ran up a $3,000 bill; but the nice -
lady from the fraud division of the credit-card
company took care of it with steely digital dispatch. (I ﬂled a short
report over the phone. I never lost a cent. The end.)

I also hang out online a lot, and now and then on the Net some-
one will impersonate me, spoofing my E-mail address or posting
stupid stuff to bulletin boards or behaving in a frightfully un-Quittner-
like manner in chat parlors from here to Bianca’s Smut Shack. It’s
annoying, T suppose. But in the end, the faux.Quittners get bored
and disappear. My reputation, such s it is, survives.

I'should also point out that as news director for Pathfinder, Time
~ Inc’s mega info mall, and a ‘guy who makes his living on the Web, I
know better than most people that we're hurtling toward an even
more intrusive world We're all being watched by computers when-

. Illustrations for TIME by Matt Mahurm_
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‘ever we visit Websites; by the mere act of
“browsing” (it sounds so passive!) we're go-
ing public in a way that was unimaginable a
decade ago. I know this because I'm a watch-
er too. When people come to my Website,

without ever knowing their names, I can.

peer over their shoulders,. recording what
they look at, timing how long they stay on a
particular page, following them around
Pathfinder’s sprawling offerings.

None of this would bother me in the
least, I suspect, if a few years ago, my
phone, like Marley’s ghost, hadn't given

It’s a very schlszhrenlc"hihe We have very unstable not

me a glimpse of the tmares to come.
On Thanksgiving weekend in 1995, some-
one (presumably a criti¢ of a book my wife
and I had just writfen about computer
hackers) forwarded my home. telephone
number to an out-of-state answering ma-
chine, where unsuspecting callers trying
to reach me heard a male voice identify
himself as me and say -some extremely
rude things. Then, with typical hacker
aplomb, the prankster asked- people to
leave their messages (which to my surprise

many call.ers,‘ including my mother, did). .
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' gave us ;
book ‘tour. Bu the mt

. fa pnvate space—an
as-nothing I.or the lauthonhes%

unfold, it struck me that our privacy—mi
and yours—has already dlsappea.red not,
one Big Brotherly blitzkrieg but in thtle
Brotherly moments, bit by bit. .

Losmg control of your telephone, o
course, is the least of it. After all, most of us$

ed in the White Pages. Most of us go a l't
further than that, We' register our whers
abouts whenever we put a bank card in ar

jons eboﬁt the hount




Fough an E-Z Pass
bmit to being

for Patient nghts ‘about | '
for example, and she ratt! .off a list of
abuses that would make Big:Brother blush.
She talks about how two years’ ago, a con-
victed child rapist working as a-technician |-
in a Boston hospltal rlfﬂed

awful abouit giving up our vaunted -

‘privacy, I suspect (based on what

the pollsters say) that you're as am-
" bivalent about it as Tam., .

Popular culture shines its klieg
lights on the most intimate corners
of our lives, and most of us play
right along: If all we really wanted
was to be left alone, explain the
lasting popularity of Oprah and Sal-
ly and Ricki tell-all TV. Memoirs
top the best-seller lists,-with books -
about incest and insanity and ill-
ness leading the way. - Perfect
strangers at cocktail parties tell me
the most disturbing details of their
abusive upbringings. Why?

.. “Itsavery schizophrenic time,”
says Sherry Turkle, professor of so-
ciology at the Massachusetts Insti-
tute’ of Technology, who writes-
books about how computers and
online communication are trans-
forming society. She believes our

. cultureis undergoing akind of mass
" identity crisis, trying to hangon to a

. sense of privacy and intimacy in a

" global village of:tens of millions. .
“We have very unstable notions
about the boundaries of the 1nd1v1d-
ual,” she says.

If things seem crazy now, think
how much crazier théy will be
when everybody is as wired as ] am.

“We're in the midst of a global inter-
.connection that is happening much
faster than electrification did a cen-
tury ago and is expected to have
consequences at least as profound.
What would happen if all the infor-

- mation stored on the world’s com-
‘puters were accessible via the In-
ternet to anyone? Who would own

]
ndz trles of the mdwudual o
s - SHERRY TURKLE
: Massachusetts lnsmute of Technology




pared with what awaits us whefi employers
and insurance companies start testing our
DNA for- - possible 1mperfechons Far-
fetched? More than 200 subjects in a case -
study published last January in the journal
Science and Engineering Ethics reported
that they had been discriminated against as
a result of genetic testing. None of them
| were actually sick, but DNA analysis sug-
| - gested 'that they might become sick some-
day. “The technology is getting ahead of
our ethics,” says Nagel, and the Clinton Ad-
ministration clearly agrees. It is about to
propose a federal law that would protect
medical and health-insurance records
from such abuses.

But how did 'we arrive at this point;
where so much about what we do and own
and think is an open book?

R

i It all started in the 1950s, when, in or- .
der. to administer Social Security funds, ' up the question of how much the govern-

i the U.S. government began enter-
P ing records on big mainframe
computers, using nine-digit
identification numbers as
data points. Then, even 3
more than today, the citi-

ONLINE
BROWSER

™

TRICKS

‘hiring décisions. And that’s.uothing com-

PRATERIN CF CE ’ . :

zenry -instinctively loathed the computer
and its injunctions against folding, spin-
dling and mutilating. We were not num- .
bers! We were human beings! These fears-
came to a head'in the late 1960s; recalls
Alan Westin, a retired Columbia Universi-
ty professor who publishes a quarterly re-
port Privady and American Business. “The
techniques ‘of intrusion and data surveil-

" lance hadovercome the- weak: law and so--
cial mores that we had built up in the
pre-World War II era,” says Westin.

" The public rebelled, and Congress took

ment and private companies
should be permitted to know
. about us. A privacy bill of
:  riglits was drafted. “Whatwe
did,” says Westin, “was to

: . basically redefine what we

meant by ! reasonable expectations of p
vacy "~a guarantee, by the way, that comes”
‘from the Supreme Court and not from ary’
constltutlonal nght to privacy” '
" 'The result was a flurry of new legisl
tion that clarified and defined consumer :
and citizen rights. The first Fair Credit%
. Réporting Act, passed in 1970, overhauled
what had once been a secret, unregulated
industry with no provisions for . due;
process. The new law gave consumers the
right to know. what was in their credit files ~
and to demand corrections. Other finan-
‘cial and health privacy acts followed, al-,"-
though to this day no federal law protects
the confidentiality of medical records. -
As Westin sees it, the public and priZ
-vate sectors took ‘two very different ap-
proache§ Congress passed legislation re-;
quiring that the government tell citizens
what ‘records it keeps on them while -
insisting that the information itself not be
released unless required by law. The pri-
vate sector responded by lettmg ‘each
industry—credit-card companies; bank-
ing, insurance, marketing, advertising— -
create its own guidelines.
That approach worked—to a peint. And

RIG YOUR COOKIE .
Both Netscape S and Mlcrosoﬂ'
browsers Bive you the optlon of bemg
warned whenever a Website asks for
_your coollle. That way, you can refuse
 to proceed if you don't want to reveal

) anythmg about yourseH



} DISABLE YOUR
COOKIE

that point carme when rrlainframes started
giving way to desktop computers;’ In the

old days, information stored in govern-

ment databases was relatively inaccessible.
Now, however, with PCs on every desktop

linked to office networks and then to the In-.

. ternet; data that were once carefully hidden
may be only a few keystrokes away.
Suddenly someone could run motor-
vehicle-registration records against voting
registrations to find 6-ft:-tall Republicans
who were arrested during the past year for
drunk driving—and who own a gun. The
genie was not only out of the bottle, he was
also peering into everyone’s bedroom win-
dow. (Except the windows of the very rich,
" who can afford to screen themselves.)
“Most people would be astounded to
know what’s out there,” says Carole Lane,
author of Naked in Cyberspace: How t'q

Find -Personal Information Online. “In a
few hours, sitting at my computer, begin-
ning with no more:than your name-and
address, I can find out what you do for a
living, the names and ages of your spouse
and children, what kind of car you drive,
the value of your house and how much
taxes you pay on it

Lane isa member of a new trade: pald
Internet searcher, which already has its
own professional group, the Association of
Independent Information Professionals.
Her career has given her a fresh apprecia-
tion for what’s going on. “Real privacy as
we've known it,” she says, “is fleeting.”

" Now, there are plenty of things you

could do to protect yourself. You could get

an unlisted telephone number, as:1 was
forced to do. You could cut up your credit
card and pay cash for everything. You could
rip your E-Z Pass off the windshield'and
use quarters at tolls. You could refuse to di-
vulge your Social Security number except
for Social Security purposes, which is all
that the law requires. You'd be surprised
how wften you're-asked to provide it by
people who have no right to see it.

That might make your life a bit less

KNOW WHAT YOUR BOSS KNOWS

On Netscape S browser, in the I.ocatlon ﬁeld type about:global.

This shows everyplace you've visited, in some cases going back
months. In Microsoft’s Internet Explorer, you can list every site -
{  you'vevisited for the past 20 days by opening the Go menu and
’ choosmg the Open History item. You can erase this, stuﬁ hy..
’ selectmg the CIean Cache ophon on elther browser

TIME, AUCUST 25,1997
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" for my name, and I also refused. The girl at

we really want is something very different:

Bob Bruen, who went into a barber-
shop in Watertown, Mass., recently.
“When I was asked for my phone num-
ber, I refused to give them the last four
digits” Bruen says. “I was also asked

the counter called her supervisor, who told
me I could not get a haircut in their shop.”
Why? The barbershop uses a computer to
record all transactions. Bruen went. else-
where to get his locks shorn. -

But can we do that all the time? Only
the Unabomber would seriously- suggest
that we cut all ties to-the wired world. The
computer and its spreading networks con-
vey status and bring opportunity. They em-
power us. They allow an information econ-
omyto thrive and.grow. They make life
easier. Hence the dilemma.

The real problem, says Kevin Kelly, ex-
ecutive editor of Wired magazine, is that al-
though we say we value our privacy, what

“We think that privacy is about informa-
tion, but it’s not—it’s about relationships.”
The way Kelly sees it, _there was no privacy

= SO T T

comfortable, of course. Asin the case of %— 1

in the traditional village or small town;

everyone knew everyone else’s secrets.
And that was comfortable. I knew about
you, and you knew about'me. “There was a
symmetry. to the knowledge he says.
“What’s gone out of whack is we don't
know who knows about us anymore. Priva-
cy has become-asymmetrical”™- - ~

"~ The trick, says Kelly, is to restore that
balance. And not surprisingly, he and oth-
ers point out that what technology has tak-
en, technology can restore. Take the prob-
lem of “magic cookies™those little bits of
code most Websites use-to track visitors.
We set up a system at Pathfinder in which,
when you visit our site, we drop a cookie
into thé basket of your browser that tags
you like a rare bird. We use that cookie in
place of your name, which, needless to say,
we never know. If you look up a weather re-
port by keying in a zip code, we note that

. Akron, Ohio, depending on what we've

.nomenon,” says Nick Grouf, CEo of Firefly;

Netly News, well record your interest: in
technology. Then, the next time you visit;:;
we might serve up an ad for a modem or an*:

online brokerage firm or a restaurant in>.

managed.to glean about you.

Some people find the whole process of-
fensive. - “Cookies represent a way =of
watching - consumers without their con-
sent, and that is a fairly frightening phe-

a Boston company that makes software of-.
fering an alternative approach to profiling; '
known as “intelligent agents.”

" Privacy advocates like Grouf—as well
as the two companies that control the on-
line browser market, Microsoft and -
Netscape—say the answer to the cookie
monster is something they call the Open
Profiling Standard. The idea is to allow
the computer user. to create an electronic -

We thmk that prlvacy |s about mformatlon—lts not It's about relatlonshlps

34
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Execuhve edltor, Wired magazme




" want

passport that 1denhﬁm him to
online marketers without reveal--
ing his name. The user- tailors the
passport to his own interests, so if -
he is passionate about fly-fishing
and is‘cruising through L.L. Bean’s
Website, the. passport will steer
the electronic-catalog copy. to-
-ward fishing gear instead of, say,
Rollerblades.
The advantage to . computer
users is that they can degide how
much information they w'ﬁnt to re-".
veal while limiting théir € €xposure
to intrusive marketing techmques
The advantage to Website entre-
preneurs is that they learn about
their customers’ tastes without in- ,
truding on their privacy:-
_Many online consumers, How-
ever, are skittish about leaving -
any footprints in cyberspace. Su- "
san Scott, executive director of . E
TRUSTe, a firm based in Palo Alto, *. |}
Calif., that rates Websites accord-
"ing to the level of privacy they af- .,
ford, says a survey her company
- sponsored found that 41% of re-
spondents would-quit a Web page
rather than reveal any personal
information about themselves.
- About 25% said when they do vol-
unteer information, they lie. “The
users want access, but they don’t -
to get correspondence
back,” she says.
But worse things may already
be happening to their' E-mail.
Many office electronic-mail sys-
tems warn users that the employer
reserves the right to monitor their -
" E-mail. In October software will
be available to Wall Street firms’
that can automatically monitor
correspondence between brokers
.and clients through an -artificial-
_intelligence program that scans for
evidence of securities violations.
“Technology has outpaced
law,” says Marc Rotenberg, director of the
Washington-based Electronic Privacy In-
_formation Center. Rotenberg advocates
protecting the privacy of E-mail by en-
crypting it with secret codes so powerful
that even the National Security Agency’s
supercomputers would have a hard time
- cracking it. Such codes are legal within
the U.S. but cannot be used abroad—
where terrorists might use them to pro-
tect their secrets—without violating- U.S.
export laws. The battle between the Clin-
ton Administration and the computer in-
dustry over encryption export policy has
been raging for six years without resolu-
tion, a situation.that is making it hard to

do business on the Net and is clearly
starting to fray some nerves. “The future
is in electronic commerce,” says Ira Mag-
aziner, Clinton’s point man on Net issues.
All that’s holding it up is “this privacy

. thing.”

Rotenberg thinks we need a new gov-
ernment agency—a privacy agency—to sort
out the issues. “We need new legal protec-
tions,” he says, “to enforce the privacy act,
to Keep federal agencies in line, to act as a
spokesperson for. the Federal Government
and to act on behalf.of privacy interests.”

Wired's Kelly disagrees. “A federal pri-
vacy agency would be disastrous! The an-
swer to the: whole privacy. question is

TIME, AUGUST 25, 1997

more knowledge,” he says. “More knowl-
edge about whos watching you. More
knowledge about the information that

‘flows between us—particularly the meta

information about who knows what and
where it’s going.”

I'm with Kelly. The only guys who insist
on perfect privacy are hermits like the Una- -
bomber. I don’t want to be cut off from the
world. I have nothing to-hide. I just want

" some measure of control over what people

know about me. I want to have my magic
cookie and eat it too. —With reporting by
William Dowell and Noah Robischon/New York
and Declan McCullagh and Bruce van Voorst/
Washington
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Welfare reform 1s one year oldiand
“'success so far Bu

Nt

BY JONATHAWN:
TADIFFERENCEA .
year makes. Last | . - %

' summer, conservatives -
were arguing thatan © =
] increase in the minimum_
_wage would absolutely, positively mean .
fewer jobs. Liberals were arguing that the
welfare bill was deeply immoraland . -
would throw a million or more children-
into poverty. Don't hold your breath
waiting for confession of errot. Butit’s -
*  worth noting that the success of welfare-

JOHKN FICARA FOR NEWSWEFK

reform legislation, signed by President . ~ Freshstart: Clinton ata St. Louisprogram*  They've often never owned an alarm -
Clinton one year ago this week, blows the  that moves the poor from dole to payroll .- clock,” he explained, echoing familiar

doors off even the most optimistic - . -

predictions. The caseload is on a path toward dropping by ﬁearly .

92 million since the bill was signed —bringing the total reduction
since 1993 to nearly 4 million women and children (and a few .
men), or more than a quarter of all welfare recipients. When you'
hear the Clintonites bragging, it’s more than just spin. -

The strong economy obviously helps, butit's not a complete ex- -

planation. In the 60-year history of welfare, through many fat eco* -
nomic times, the largest previous caseload drop was 250,000ina .
single year. And it’s not as if folks are getting routinely booted off .

the rolls. Only Florida and Wisconsin are doing that now. Inother * -

states, the time limits haven’t kicked in yet. So what accounts for the
.~ change? No one knows for sure. Of course, the threat of a cutoffhas -
~ charities of the late '90s. They are essential to welfare reform:

a way of concentrating the mind. The most important change, as "
Clinton domestic-policy chief Bruce Reed puts it, is in expectations.
: These days, when poor mothers go into state agencies to apply for
_ welfare, they find themselves facing bureaucracies that are struc-
tured around work, not merely writing checks. Even the American
Public Welfare Association, the advocacy group for case workers, is
taking the word “welfare” out ofitsname. | C
. Allthe good news is tempered by the knowledge that the -
hardest part lies ahead. Those who could get jobs on their own
- have, by now, largely done so. From here on, the government and
the private sector will have to be especially innovative. The
- ‘government’s role probably won’t be in actually providing jobs;

- “workfare” hasn't proven a good avenue into permanent work,
and the Clinton administration (thanks to union pressure) is
making it increasingly impractical with loads of federal rules.

Instead, the action is in government support for stepped-up
private-sector efforts. A new Coopers & Lybrand survey of the
fastest-growing small companies shows 60 percent of employers
would be willing to hire welfare recipients (26 percent already .

. employees.” :

“wage work So he’s turned to “job intermediaries” that help -

‘right. Missouri has a transportation-assistance program and

~ way companies will get them |
- state-supported child care, trans
and help for employers with what might
called “the alarm=clock problem’
 work skills: ' G

skeptical —that would be tremendous
movement,” says Eli Segal, who is spear
. heading Clinton’s néw Welfare to Work:
Partnership, which initially targeted St:;
Louis, a once depressed city now experi
" encing a 24-year low:in unemployment.
| The partnership (1-888-USA-JOBL) is
- asking companiés tliére and-elsewhere to
“hire applicants off welfare.” . :
. Dennis Diummond of Jefferson Smur- %
%l fit Corp., a paper-products company, . *
% _came over the border from Ilinois to tell -
~ other executives about his experiences in
‘hiring 17 welfare recipients. “The first -
thing you learn is they come in late.

, frustrations. “You’re ready fo fire them.
They don’t know where the bathroom is. But we didn’t know
where it was when we were new either. If you work with them,
give them a ‘buddy’ at the start, they often turn into outstanding
Keith Guller, an oxygen-equipment manufacturer in St. Louis, -
told me hé can’t get anyone to answer his help-wanted ads for low-

screen, train and place the unemployed. Clinton spoke at one such
St. Louis program called Mid-Tec. “If they go through Mid-Tec, -
the odds are better they'll be good,” Guller says. They learn
technical skills— plus how to behave in a job. These nonprofit
intermediaries, sprouting everywhere, may turn out to be the hot

.Also essential are state officials with their heads screwed on’

guaranteed child care to anyone who meets the income threshold.
It's also “seamless” (the new buzzword in policy circles), which
means that the child-care state money goes directly to the day-care
centers instead of to the worker. So is the program in Illinois,
which has nearly doubled the money for child care in one year.”
Ohio, on the other hand, is actually cutting child-care funding, .
which is idiotic if you expect poor mothers to actually work.

. How far can all of this go? Under Michigan’s Project Zero,
every single one of the 413 welfare families in Ottawa County near
Grand Rapids is now off the dole. The results.aren’t the same in
Detroit, but the signs are encouraging there, too. Yes, the hard-
core welfare recipients shall always be with us, beset by personal
demons. Yes, homelessness and visits to food banks are rising a bit
in areas with the toughest new laws. But if the economy holds up §
and the private sector does its part, we’re on the threshold of the "
greatest social-policy achievement in a generation.

!

§
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BY ROBERT KUTI'NER

| WHY CONGRESS SHOULD .
STUB OUT THE TOBACCODEAL

<t
. -,

| BAD ODOR:

The parties
met in secret
to settle a
major issue of

‘| public-health -

policy—not
quite what the
framers of the
Constitution
had in mind

Raobert Kuttner is co-editor of The
American Prospect and author of The
End of Laissez-Faire

hen tobacco executlves state attor-
neys general, and public-health ad-

" vocates announced thelr 25-year

| deal on June 20, it seemed an extraordinary

coup. The mdustry gave up a $368.5 billion
pot for victim compensation and antismoking
education. It got a cap on Liability and a delay
in nicotine regulation. Tobacco stocks rallied.

But the settlement is backfiring on the in-
dustry, as well it should. Private deals such as
this are a bad way to set regulatory policy.
The costs of smoking-related illness were $88
billion in 1995 alone, while the deal covers
only about $8 billion a year, adjusted for in-
flation, according to recent Senate testimony
by Jeﬁrey E. Harris, a physician and econo-
mist at Massachusetts General Hospital and
Massachusetts Institute of Technology. To-

- bacco came to the table only because tort lit-
igation against tobacco was at last making

headway. It was the litigation that uncov-
ered the most damaging documents on what
the industry knew and what it concealed.
Courtroom sympathy is shifting dramatically
to plaintiffs. Only last week, a Florida trial
judge ruled that the industry’s favorite de-
fense—that the public was well aware of the

thazards of smoking-—could not be used in

that state’s Medicaid reimbursement suit.
'The more headway made by litigation, the
less reason antismoking advocates have to
settle. After all, the industry ex1sts to sell
cigarettes. The more insulated the industry is
from litigation and regulation, the more to-
bacco it will sell. The industry has a long
history of turning “constraints” to its advan-
tage. Package wa_rnings, ‘hailed as a public-
health advance in the 1960s, becarne the basis
for defeating lawsuits. The ban on TV ads
spurred a generation of tobacco-sponsored
events and product-placement strategies.
PIPE DREAM. The deal, of ‘course, requires

- ratification by Congress, since only Congress:

can delay or hobble the Food & Drug Ad-
ministration’s efforts to-gain authority to reg-
ulate tobacco as a drug, and only Congress
can change the product-liability rules. The
industry thought state attorneys general and
-public-health advocates would troop to Capitol
Hill to bless the deal-—a pipe dream. The
‘proposal smoked out much tougher opposi-
tion by former Republican health appointees
C. Everett Koop and David A.'Kessler, as
well as new demands from mainstream health
organizations and the Administration.

The $5 billion annual cap on claims, com-

bined with a $1 million ceiling on mdmdual IR

suits, means as few as 5,000 claimants a year
could collect. Several arcane provisions would
discourage litigation. For example, a special
panel of three federal judges would have to
approve access to documents that the indus-

try claims are privileged. Litigation would’

have to pass through the eyeof this needle.

- The deal also bans most class actions.

SACRED TENETS. As the antitobacco side took
a closer look at the details, one supporter af-
ter another has defected. Apart from its de-
tails, the deal was dubious all along on two
key grounds of process. The parties got to-
gether, in secret negotiations, to settle a ma-
jor issue of public-health policy. Congress, a
bystander, was supposed to sign on the dotted
line. This was not exactly what the framers of
the Constitution had in mind, nor is it the role
Congress fancies for itself. The deal mocks

one of the sacred tenets of law and economic.

theory, which holds that private parties, on
their own, will reach efficient bargains. In
this case, the absent party was the public,
and the deal reached precludes the future

“use of the common law for future redress.

Second, it is bizarre to design a product-li-
ability cap for one industry. The Supreme
Court recently threw out the proposed mass
settlement of asbestos claims, on the grounds
that one group of negotiators could not prop-
erly abrogate the rights of those not at the
table. And if the tobacco industry, of all in-
dustries, gets a cap on product liability, why
shouldn’t more’ deserving groups, such as auto
makers er toy manufacturers, get one, too?

Others in the business. community are in a

quandary. Should they support their tobacco

brethren, hoping the pact will set a precedent
for sumlar product-hablhty agreements? Or
should they shun this deal because its obvious

failings are giving anticorporate Naderism a -

boost? Business would be wise to treat Big
Tobacco like, well... like a cancer.. :

This deal-is billed as the best trade-off ob-
tainable, but a regulated industry should not
be- given a veto over the acceptable terms
of regulation. Many of the public-health pro-
visions -of the deal that step up antismoking
campaigns and restrict tobacco marketing are
admirable. They should be enacted—and pri-
vate antitobacco litigation should continue. In
a few years, we can revisit a settlement with
a deservedly weaker tobacco industry.
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BY GENE KORETZ

WHERE WEALTH
SURGED IN THE 90

Among-a thin slice of households

here’s little disputé that incomes

have grown more unequal in the
U.S. in recent decades. But the ques-
tion of the distribution of wealth is more
controversial. While research by econo-
mist Edward N. Wolff of New York Uni-
vers1ty found a sharp increase in the
share of wealth held by the top 1% of
households in the 1980s, Federal Reserve
survey data relying on different statisti-

cal adjustments show relatively little -

change in the concentration of wealth.
The 1990s, however, may be different.

A new technical working paper by-
“Arthur B. Kennickell of the Federal Re-

serve and R. Louise Woodburn of Ernst
& Young suggests that the top 1% of
the population—especially the top half of
that 1%—has been getting a lot richer.

From 1992 to 1995, a period in which,

' household net worth grew by more than

W&.ﬂm e

$2.7. trllllon, the study finds that the
richest 1% boosted their share of the to-
tal from 30.2% to 35.1%. What’s more,
almost all of that gain accrued to the
top half of that segment, a group that
saw its average net worth jurgp from $3

" million to $11.3 million. (The average

for the whole top 1% was $7.2 million.)

Meanwhile, the share held by the bot-
tom 90% of households slipped to just
31.5%, down from 32.9%. Their average
net worth: nearly $73,000—but . just
$39,000 when home equity is excluded.

Interestmgly enough, the biggest part
of the gain racked up by the wealthiest
1% of the population/ came' at the ex-
-pense of the next 9%. The average net
worth of this group remained around
$766,000, but its share of the pie fell
by 3.7 percentage points.

i
Whats ‘behind the rising concentra-

' tion of wealth among_the top 1%? A
big factor is-their growing share of busi-

ness assets such as private companies,
entrepreneurships, and professional cor-
porations, which jumped from 56.5% of
the total for all households in 1992 to
71.4% in 1995. And the concentration
of stock ownership among the very
wealthy means they have reaped huge
rewards 'from the stock market boom,
despite the rising number of households
investing in mutual funds.

From 1992 to 1995, the value of-
stocks held by the top 1% surged by.a’

heady 72%. And the group’s share of
household equity holdings also climbed,
from 38.5% to 42.2%, as the share held
by the bottom 90% actually fell.

FAST AND LOOSE
ON THE MOUND

American League batters beware

E conomists call it “moral hazard,” and
it's a partlcularly galling problem
for insurance companies.- It refers to the
tendency of persons who are protected

from bearing the full costs or negative’

consequences of particular acts to in-
dulge in such behavior more than they
would otherwise do. Those with loss or
theft insurance, for example, tend to be
more careless about theii property than
those lacking such security.

But moral hazard occurs in many 51t-
uations besides insurance. (One often
cited example is drivers’ tendency to
drive more recklessly. since seat-belt
laws were passed.) In an intriguing
study in the current issue of Economic
Inquiry, Brian L. Goff of Western Ken-
tucky University, William F. Shugart II
of the University of Mississippi, and
Robert D. Tollison of George Mason
University point to a “classic moral haz-
ard problem” created by a rule change
in Major League Baseball.

In 1973, the American League intro-
duced the ‘designated-hitter rule, which
relieved pitchers of having to come to
the plate. The National League never
adopted the rule. Since the rule allows
American League pitchers to throw at
opposing batters with greater impunity

_than their opposite numbers in the Na-

tional League (who have to take their
turn at bat), the researchers theorized

that more American League batters:

would get hit by pitched balls.

That is exactly what the study shows.
From the start of the century through
1972, a batter’s chance of getting hit

- League

remained roughly the same in both
leagues. But since the designated-hit--
ter. rule was introduced, American
batters
have been hit by
pitches 10% to
15% more than
National League
batters in a typi-
cal season.

Thus, whatever
the original inten-
tions of the Amer- 2
ican League in
adopting the des-
ignated hitter
rule, it has creat-
ed a’clear moral
hazard for the
Freed of

game. 3 .
“worries, about MORAL HAZARD? The
having to face designated-hitter rule

personal retalia-
tion from an op-
posing pitcher, American League pitch-
ers have become far more willing to cut
it close—or loose—from the mound.

HELP WANTED BY
SMALL BUSINESS

Hiring plans surge to record levels

To July’s strong employment report
and other signs that the economy is

may affect the throw

" reaccelerating, add the sentiments of’

the nation’s bellwether small-business
sector. According to the National Fed-
eration of Independerit Business (NFIB),
small-business optimism in July hit its
highest level since late 1994.

“The picture doesnt get much bet-

ter than this,” says NFIB economist
William C. Dunkelberg. Reports of sales

increases were the second-highest since
1995, profit -gains rose, and 45% of com-

_panies said they saw rising sales ahead.

But the biggest news came on the
job front. Not only was job creation in
both June and July the strongest in
years, but hiring plans were reported by
18% of respondents in July, the high-
est level since the NFIB survey began in
1973. And though the number reporting
wage increases was high, it was down
from its recent December peak, and
plans to raise prices were subdued.

Expectations of future economie
g'rowth also notched up their best read-
ing since 1995, and capital-spending
plans remained robust. “Based on small-
business hiring plans,” says Dunkelberg,

-“the unemployment rate should move

even lower in August.”
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SMOKE AND
MIRRORS?

h

’

If the tobacco settlement becomes

law, taxpayers could be the big losers.

he best- place to glimpse the fu-
ture of the proposed $368.5 bil-
lion tobacco settlement. could be
.Pascagoula, Miss. That’s where

years of legal battles paid off for

tobaccos adversaries on July 15: $170
million was deposited in’ Pascagoulas
SouthTrust Bank, the first installment in

Mississippi’s $3 billion settlement with

the industry. -

Now the question is: What should
Mississippi, the first state to settle with
the tobacco industry, do with the money?
FATAL FLAW. The answer will echo
around the nation, if Congress adopts
the global tobacco settlement reached
by 40 state attorneys general and the
tobacco industry on June 20. The agree-
ment will likely undergo extensive re-
vision. But using the present settlement
as a framework, a growing chorus of
critics is starting to follow the money—

.and they’re finding a fatal flaw. Thanks

to vagué wording in the settlement,
much of the money could be misspent,
they say, doing little to meet the deal’s
supposed goals: to improve public health

and compensate tobacco victims. Now:

those critics are worrying thaf, what
first looked like a landmark public:health
achievement could become a pubhc—pol—
icy nightmare.

Already, tobacco has quietly won ‘an
extremely ‘lucrative prize: In the bal-

. new cigarette taxes will raise, and

‘anced-budget agreement signed into
law on Aug. 5, the companies got a
$50 billion windfall. That's the amount

the budget agreement says tobacco .
can deduct that amount from what
it will owe if the settlement becomes
law. That provision followed a 6-
month period in which tobacco com-
panies gave nearly $2 million in
unregulated “soft money” to national
political parties, according to Common
Cause. About $1.6 million went to Re-
pubhcans Philip Morris Cos. led the
pack, giving $794,500-—$673,700 of it to
Republicans. -

Worse, critics say! as much as one-
third of the money in the settlement
won't come from 'the tobacco industry at
all: Some $140 billion could come out of
the pockets of U.S. taxpayers. That’s

- because the agreement says all pay-
-ments “shall be deemed ordmary and

necessary business expenses’—meaning
they are tax deductible. So the industry
will get a tax break equal to about one-
third of what it pays,.or roughly $140
billion. “This settlemeént represents the
biggest single subsidy of the tobacco
industry ever,” says Stanton A. Glantz,
a professor in the cardiology depart-

ment at the University of California at .
-San Francisco.

The pact is bemg sold as a victory

.has called it “the

" broke ranks to

ST A BT ae Y S

FOLLOW THE MONEY

Tobacco's $368.5 billion proposed settlement with the
states is to be distributed to victims, state coffers, and
such things as antismoking campaigns and research, in
varying amounts from year to year. But it’s not clear the
settlement’s goals will be met:

for the nation’s
health. Mississippi ' §
Attbrney General |
Michael Moore,
the prime mover
behind the deal,

most historic pub-
lic-health achieve-
ment in histo-
ry.” Moore later

settle—but it’s
not clear he will achieve much for
public health. “There are those

who say the whole purpose of the’

suit was to repay the Mississippi
taxpayer,” says State Senator
Dick Hall chairman'of the' Mis

—»a.-‘—_.;._-.,,. ——
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sissippi Senate appropriations
committee. .

The issue is so politicized that
Hall cant'even. move the money
from Pascagoula to Jackson, the
state capital. “The attorney gen-

lead attorney, Dickie Scruggs, is

just wanted it down there,” he

says. When the money reaches

Jackson, he fears that “it will

be a feeding frenzy.” And as

Mississippi goes, so may go
the nation,

. Tobacco isn’t winning every

\ ' ordered the _release of key industry
documents. But the industry’s loss-
i . es are few and far between. Even
the deal’s defenders are con-
cerned tobacco is winning: too
much. “A lot of issues still
haven't been settled. This is
all very murky,” says William
D. Novelli, president .of the
National Center for Tobacco-

the deal. He believes the deal’s prob-
lems will ultimately be solved.

State officials even disagree about
whether their share should be used
for public. health. Some, such as
New York Attorney General Den-
8| nis Vacco, argue that states should
be able to use their awards on
anything they like, Others, such
as Minnesota Attorney General Hubert
H. Humphrey III, a critic, believe the
money must be “used for the public
health and not fixing potholes,” says his
spokeswoman, Holly Ziemer.

There are other ¢ontroversies. The
settlement allocates about $1 bil-
lion, for example,to antismoking
efforts But the funding may not
be effective, critics say. According to
one proposal, much of it “would go
to pharmaceutical companies and the
medical industry” for free chest X-
rays and free nicotine patches for

i

William Godshall, executive director
of SmokeFree Pennsylvama

"The agreement provides for $500
rmlhon for an antismoking ad campaign

eral is from Pascagoula, and the -

from Pascagoula, and I guess they ||

battle On Aug. 6, a Florida court -

Free Kids, who helped negotiate -

smokers who want ‘to quit, says-
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and additional money for other tobacco-

“control programs. But Robin Hobart,

co-director of Americans for Nonsmok-
ers’ Rights in Berkeley, Calif., says it's
not enough. “The $200 million we now
spend for tobacco control is just a drop
in the bucket.”

The ads contemplated in the settle-

ment may also be vulnerable to an in-

- dustry attack. In Massachusetts, which

has an ad program like California’s, the
industry has lobbied to cut funds for
the ads and has even threatened to sue
the state for defamation, says Gregory
Connolly, who oversees the Massachu-
setts Tobacco Control Program. “If you
think the industry is going to sit back
and let opponents run aggressive anti-

smokmg ads without ﬁghtmg back,

you're crazy.”
MAJOR PROBLEM. The settlement: does
have its defenders, of course. One is at-
torney John P. Coale, who represents
smokers in 26 state class actions. He
notes that the deal could overwhelm the
U.S8. tort system. Tort payouts now total
about $3 billion annually, he says. The
settlement could dump $5 billion into the

system—dwarfing all other cases. Coale,

a lead negotiator in the agreement,
doesn’t know how the money will be
divvied up. But he’s confident it will go to

. “the things that everyone agrees on...in

the end the country gets helped.”

But not everyone agrees. A major

problem with the agreement is that
Congress has control over how much
the tobacco industry-should pay. And
Congress has proved remarkably inef-
fective at taking any punitive action
against the industry. Besides, congres-
sional paralysis was precisely what the
agreement was supposed to surmount.
That'’s why the state attorneys general

"took.matters into their own hands. Now

that their deal has moved to Congn1 .
tobacco has already won a $50 billion

prize in the congressional halls and

cloakrooms it knows so well. That little
victory is a warning sign that, settle-
ment or no, the tobacco mdustry worn’t
fade quletly away.

By Paul Raeburn in New York, with

phia, and M'Lke France in New York
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$500 MILLION

John Carey and Susan Garland in
Washington, Amy- Barrett in Philadel- .




NAJLAH FEANNY/SABA

. “has enough cash to en-

" frequently quit and have

UNIONS

AFFiLIATEp
INTERMATIgN g w’

OF Tgq Ms

THIS PACKAGE IS A HEAVY ONE
FOR THE TEAMSTERS

UPS has lots of cash, but the strikers are determined

ou can say one thing for Teamsters
President Ron Carey: He’s got-guts.
In fact, the strike he called against
United Parcel Service Inc. on Aug. 3

"is so bold-as to seem almost foolhardy.

It’s true that the Teamsters drew
first blood in the showdown. Almost all
of UPS’s 185,000 Teamsters have stayed
off the job. And UPS is nearly shut
down: Its 75,000 managers and nonunion
workers are moving less than 5% of the
12 million packages that the Atlanta
company typically handles daily, says
Chief Executive James P. Kelley

Still, ups holds most £ 2
of the cards The finan-
.cially ' troubled union’s
strike fund is empty,
while the highly prof-
itable ups, Kelley says,

the union. What’s more, Carey is weak
politically: He won his post by a whisker
and may be forced into a rematch against
rival James P. Hoffa because of alleged
fund-raising abuses in last December’s

‘election (box).
BIG RISK. There’s a fair chance that the

two sides, will settle soon. Indeed, on

Aug. 6 they agreed to go back to the

bargaining table. Union officials say they
came close to a deal in secret talks away
from the bargaining table the week be-
fore the strike. But Kelley ultimately re-
fused to budge, so Carey walked. That

dure this strike if we
have to.” And union of-
ficers concede privately
that it may be difficult
to maintain resolve
among ‘part-timers, who

little loyalty to UPs or |

3 NEW YORK WALK
-4 Nearly all 185,000

= eniployees struck union
-« leader Carey’s old '
' - employer—a comparny
! he has longed to take on

leaves the Teamsters chief
running a tremendous risk,
} since an unsuccessful strike
could undermine the union's

clout. “Ups clearly has the
§ ability to outlast us,” says
d one Teamsters official, “and
what scares me is that they
may be willing to take a
strike sinmply because they
can afford to.”

So why is Carey w1111ng
to fight against such odds?
P! The answer stems from his
‘| years as a militant Team-
sters dissident. A UPS dri-
¢l ver for 12 years, Carey

headed the Teamsters’ largest Ups local

for 24 years before becoming president
of the Teamsters in 1992. He and other
dissidents spent much of the 1980s chal-
lenging his predecessors for not taking
on UPS, the union’s largest employer.
Carey took a first shot at urs when the
current pact was signed in 1993. He
won better pensions but fell short of
other goals, largely because he hadn't
prepared members. for a showdown.
This time, Carey has spent months
bracing the troops for battle. He and
other top union officers’ held hundreds
of rallies at uPs.facilities around the
country. And they showered members
with pamphlets and videos explaining
key issues. The campaign has succeeded,
judging by how few workers are crossing
the picket lines. “I'm going to stay out as
long as it takes,” says Benny J. Trues-
dale, 28, who has. worked as a part-time

.UPS driver in Norecross, Ga., for nine

years while he waits for a full-time job
Truesdale’s problem is*a key union

== gripe. Part-timers, who

make up 57% of UPS
i workers, .earn half the
1 $19.95 an hour that full-
{ time drivers make. In
1993, ups agreed to

1 jobs into, full-time ones
over four years. UPS
has agreed to convert
an additional 1,000 jobs,
% and also offered-to give
part-timers 10,000 full-

from attrition. However,
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Carey believes those jobs will turn full-
time anyway, since attrition has opened
up 13,000 full-time jobs since 1993. So he
wants another 10,000 converted. But
converting more JObS would “cut into
our flexibility,” says Kelley.

_ ups did come close to meeting Carey’s
demands for full-time jobs, say officials,
in secret talks during the last week of
July between Dave Murray, the compa-
ny’s chief negotiator, and Ken Hall, his
Teamsters counterpart. According to

union officials, Murray also ‘said Ups
might drop its demand to pull out of the
Teamsters multi-employer pension plan
and set ‘one up just for ups workers.

-But when Carey and. Kelley met on July
- 30, Kelley went back to the company’s

original position. Kelley doesn’t deny this

but says that Murray and Hall “were

making a minimal amount of progress.”

Since the strike began, Kelley has
insisted that Carey let members vote
on the contract the union rejected. But

“if 'UPS:':W.dl"klers stay solidly behind the
- union, Kelley may decide that a lengthy

strike would be too' damaging to morale,
even if the company has the ﬁnanc1al
muscle. to win it. If that happens, the
two sides likely would pick up where
they left off in their secret talks and
clinch a deal. And Carey would come
out looking like a winner after all.

By Aaron Bernstein in Washington,
with Nicole Harris in Atlanta and bu-
reau reports
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S Jilention “drug war” and most
! ' people think of fighting cocaine
' or heroin abuse. But there’s an- .,
‘ : " other big battle under way: Brand- -
: name drugmakers’ fight to stop
generic copies of their products from
) hxttmg the market once their patents ™
_expire. With cheaper generic drugs
now accounting for more than half of

all prescriptions, any brand-name
" manufacturer that can successfully
delay introduction of a new generic _
~rival can reap hundreds of millions’ of
dollars in extra revenue. . iy’
*  Unfortunately for taxpayers and .
* patients, brand-name companies are
winning.too many+of: these rearguard.
actions. And they’re employmg a host
-.of tactics. The latest audacious move -
~came oni July 28, whernt drug'ma.ker
Serono Laboratones Inc., persuadéd:
U. S. District Court Judge Stanley’
. Sporkin to take an unprecedénted’ -
" step: He overturned the-Food: & Drug ; genencs aren’t
* Administration’s approval of a generic. - '
“version of, Pergonal, a.fertility drug. -
. REVERSAL: Serono, originally .peti-
: .txoned the FDA to deny approval to
R generlc Pergonal back in-1992, arg'u -

’ generic &rsion of its $360 mﬂhon—a—
trogen drug Premami “One. of

o
bi
Y
- decad.
of tax-
accoun
the be;

" Som
pect tj
Preside
boost a.
fivefold
Investn
to inun
marketir
Praises
Merril] -
ready. ta

pproved New. York- based' Ferrin
'Pharmaceutlcals Inc ication:

0 rqilhon-a_ ear- hlood thinner,
unia’ DuPont. Merck financed a.

YEALES

Barr is’ pendmg'$500 000 monthly to

‘and CEo,aDr Joseph T.
Curti, already has ﬁled -

'~-‘-'-to the FDA;” he says
He’s right.. For one::
A thlng, 1t laughable to

other experts have
; found no proof that

invested j
day Sy bar €
But the

.
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Can an ex-Fed governor Whlp Washmgton into fiscal shape‘?

come to symbolize po-
litical chaos, Washing-
ton, D.C., had an extraor-
dinary Aug. 5. President
Bill Clinton signed a law
transferring most local
governing authority from
" Washington’s elected may-
or and city council to an
appointed “control board”
headed by former Federal
Reserve ' Board Governor
Andrew F. Brimmer. -
But when .the board
tried to meet hours later
at a local church, angry
demonstrators surrounded
Brimmer and his four vol-

'Even for a city that has

unteer board members, shouting: “Free .

D.C.!” A shoving match with a police
SWAT team ensued before the altar—
with the'diminutive Brimmer standing
stoically amid the melee. Then, the
board reluctantly set to work naming
new city agency administrators. . '

“SHAMEFUL ACT.” Brimmer had better~

keep his jaw jutted. At the meetmg, he
promised voters he would move “deci-
sively and swiftly” to fix the city. But

“there is no guarantee that a board com- -

posed of a 70-year-old ecoriomist, a col-
lege professor, a real estate’ executive,
a retiree, and a museum curator can turn
around the nation’s 20th-largest city. With
a high school dropout rate of 40% and its

. police cruisers riding on bald tires, D.C.

is a monument to urban decay.
Complicating Brimmer’s JOb is the
continuing political turmoil .in the na-
tion’s capital. No sooner had the Dis-
trict’s congressional representative,:Del-
egate Eleanor Holmes Norton, br()kered

GAPITAL
IDEAS

Andrew Brimmer
and his team aim
to remake

| Washinglon’s
government:

' b N 5 have the city’s prison sys- :
a deal in Congress to pro- OFFICERSI tem 'shuttered and the .
vide the District with a :
four-year, $1 billion aid Bnmmer calls for et e
package than she reversed : police to cool off _ TAX CREDITS. To stem he _
herself and denounced the protesters who flight of the middle clask;

power turnover that was
part of the deal as “a
shameful act” and “a grave mistake.”
Mayor Marion Barry Jr. denounced the
federal bailout package as “a rape” of
the city’s limited home rule charter. The
city council followed suit. -

The control board was .created two
years ago to review D.C. government
budget decisions. Until recently, Brim-
mer, who declined to speak to BUSINESS
WEEK, largely confined his role to over-
sight of the bloated 30,000-employee
municipal payroll. But as the board

takes charge of running much of the,
city, it'’s likely to attract far more at-

tention—and controversy. “Now, Brim-
mer has to express a vision for the city

that will help refocus a bureaucracy

shouted “Free D.C.I"

rector who tracks Washmgt,ons financ

that’s more interested in its’ own pn :
leges than in serving citizens,” says
Jamin Raskin, an American Umvermty
law school’ _dean and District historian
. So far, the control board has been yn-*
able to ‘stop the fiscal hemorrhaging, -
This year’s budget shortfall isn't likely to -
be much better than last years $75 mil-
lion deficit. Meanwhile, the city’s popy-*
lation continues to fall and tax revenues B

& is barred by federal law

cial package will allow the 3}

idents. It will also pay” to

the 1rs will provide $5,000
federal tax credits f" ¥
first-time home buyers and an. exe
tion from capital- -gains taxes for
vestors in businesses in impoveris
D.C. areas. “Even with all that, tho

thé incentives may still not be big#

enough to get people to stay,” w
Parry Young, a Standard & Poor’s af

Brimmer’s next challenge is fin
a manager for the day-to-day operatio
of the city government. If he can fini
someone with enough political savvy,
could stay in the background doing wha
he does best. Otherwise, he will have_ :
get used to shoving matches and irate
protesters. :

District to borrow $300
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" month-old daughter before : pothetical suburban couple

. and during the summer, ;| $5,070 in FICA taxes, and |

. week). She then

. other center

P

| Personal Business

- EDITED BY AMY DUNKIN

The Second
Income: Is It

Worth Ii?

or. Nancy Mec- : pay for women to work when
Cardel, the days : the kids are small.
start early. At 530 | The . numbers certainly :
am., she gets up | seem to support that as- :J
-~ to feed her 3- ! sumption: For example, a hy- :

showering and dressing in a ;| working in New York City :
blouse and suit ($300, plus : and whose combined ‘income
.$12 a week for dry cleaning). : is $150,000 saves more than : i
She rouses her 8-year-old son, : $15,000 in federal taxes, :

‘whisks him off to a day-care ¢ $5,184 in state and local taxes :
“center ($112 per when they live :
4 on a single in- !
come of $80,000. :
The couple will : " s
: save an addi- | a worklng mother’s salary : from the fndge 1sn’t as pnoey
(8210 per week). tional $32,634 : i does foot those work-related { as the lunch special down-
across town. : when they lop : expenses, it’s questionable : town, but you may wind
She drives downtown ‘to her : off the mother’s costs of i how much would be saved if : eating out lunch frequen J
job (34 roundtrip, plus $22.50 : workmg' child care, commut- | the woman stayed at home. : with gther stay-at-home
per week for parking) as : ing, and such. _In_stead of los- | Whether you work in an of- | moms and their tots. Eveffﬁ
managing supervisor for a-! ing $70,000 in income, the ac- | fice or stay at home, you still | -quick chat over a cup of it
public relations firm in At- :.tual loss is only $4,544 (table). : Have to eat says -Jane : fee and danish will set you
lanta and picks up a gourmet ;| - Each family’s spending : Bermont, a’ consultant with  back three bucks. - Whatj
cup of coffee ($3 a day). She | habits vary so widely, of : Boston-based WFD, a leading ;| more, you may find yo '
eats lunch ($4) at her ‘desk. : course, that it’s almost im- ; provider ~ of . corporate domg more shopping now;
At 4:30 she races from the : possible to generalize about : work/life programs. i that you have the tune

office to get the kids. After a | how lucrative a second in- : Grabbing a tuna on rye :'That not altogether a bad
quick dinner, she bathes the : come actually is. And :

children, reads to them, tucks ; having the option to-
them into their freshly made : choose between work- A FINAN CIAL
beds ($70 for bimonthly | ing or staying at home

housecleaning), and does ; with your child is a ANALYSIS
chores. By 10:30, she tumbles : luxury that millions of U @JTRWE] W

into bed. At week’s end; this : single mothers and
35:year-old wife and’mother : less-affluent families. PARENTS
wonders: Is it worth it? ; don't have. Still, on pa- [V, ers in these
Financially, the' answer : per, it often seems [ Les) ”[f_' j,[ d ,

isn't clear. Although more : that a second salary [AEGARAAER
than half of all women with : for a higher-income [RRAKAIRITERIY

preschool children hold paid | family doesn’t mean [WAKURACIIULATI

jobs, many of them soon dis- ;| much improvement in AL ETR(CBOIRONT
cover that much of their : their standard of liv- EILEEE LR IR TITES
earnings are eaten up by the ! ing—especially in the RIB{ENATECIIRLLY,

drops " off her
. daughter at an-

costs of child care,-a profes- i child’s early years. - [EFYEIRTERY] 7.5%, and
sional wardrobe, and other | That determination separale 401(k ) plans.
work-related expenses. Ulti- | is shocking, but also DATA. PRICE WATERHOUSE

mately, some women (and ;| somewhat misleading. pERSON:M FINANCIAL SERVICES

many men) argue it doesn’t | While a good chunk of :
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“ing, if you shop the sales. :
" babysitter costs won't::
he eliminated entirely. You'll
still need to get away from
the kids—to run errands.or :
enjoy time by yourself. :

‘The real problem in this
tally, however, is its short- :
term view. Even if your take--:
home pay covers little more
than your expenses, argues :
Cindy Hounsell, executive di- :
soctor of the Women's Insti- :

tions of $14 937
hate 1)
Wh ¢7

xes, and $8,0
950 B

A

pay to work. “By remaining :
in the workforce, you're mak- :
i ing a long-term investment
i in your career and future :

earnings,” says Hounsell.

forever. Eventually, Junior

tute for a Secure- Retirement
in' Washington, from a finan- :
cial standpoint, it would still :

“time, most working
B even a promotion,
B into a 401(k) or simi-

flar retirement fund.
 fessional
@ stockpile $186,386 in

B keeps working.

that’s an option for

~ long term. The 401(k)
- contributions give you an

gross income. “Every dollar

about 35¢ in federal taxes to-

" day,” says Douglas Mollin, a

earlier in your life that you

And, if your employer match-

money. “Think of it as an an

school. And by that :
: says Mollin, “that you'd be
moms will have got- :
'ten a raise, maybe :

\

nﬁal, ‘tax-deferred bonus,”

forfeiting if you quit.” Using
that logic, our New York pro- -

! fessional earns not $70,000
band regularly si-
f phoned some cash |

but $73,500 annually.
Meanwhile, women who

{ step out of the paid work-
: force for an extended period
i Qur New York pro- |
would

may find that they’re earn-
‘ing power has diminished.

¢ “It’s especially troublesome
her retirement plan :
over 10 years—if she :
: Bermont. Unless they update
¥ Building up a:
: 1'401(1'() nest egg—if :

for- women reentering who
are -over age 40,” says

their skills, returnees may
earn less now than they did

i 5, 10, even 15 years ago
you at your job— i.
may be a hidden :

ining | FINANCIAL JEOPARDY. Stay-
i at-home moms may even be
both in the short and : ]

when they stopped working
to raise their kids. :

putting themselves in finan-

: cial jeopardy. It’s risky to de-

: : pend on a single wage-earner,
» immediate tax break by re- :

* ducing your current adjusted :

given the constant threat of

‘layoffs. And divorce and wid-
© owhood—two real possibili-
that you put in will save you :

ties—often put nonworking

; wives in a precarious posi-
: tion, says Hounsell, if they
certified financial planner with :
ProPlan in Elmhurst, N.Y. :
Over the long haul, the mon-
i ey you sock away into a
401(k) grows tax-deferred. : “For many women, the deci-
Obviously, the more: you put :
in over the years—and the

forgo all responsibility for

their financial future. .
The bottom line doesn't tell

the whole story, of course. -

sion to work, or not, involves
more than money,” says Nor-

: man M. Berk, managing part-
- i do so—the larger your hold- :
Child-care costs, the hefti- | ings will be upon retirement.
i est expense by far for most :
working mothers, don't last :

ner-of Berk. Patterson, a fi-
nancial planning firm in

: Birmingham, Ala. Some par-
es all or part of your contri- :
| bution, you're getting free:
will grow up and go- to : i i

ents don't believe in day care.
“Do I really want someone
else raising my child?” asks
Denise Larkin. For this 33-
year-old former international’
portfolio trader, the angwer
was no. Larkin quit shortly
after the birth of her first

‘ i child last year. - .

Other mothers feel they
must take a more active par-
enting role—at some point in

{ their child’s life. Ellen Bar-
: tel, 42, recently quit her job

as vice-president for institu-
tional advancement at Alver-

7 - no College in - Milwaukee.
s While she has worked full-
: time since her children were

: | born, Bartel feels that her’

: two boys, aged 8 and 9, need
i her full-time now. “They're.
i asking more complicated

i questions,” she says. “And.
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" parents on what

Personal Business

you only have a small
“window of opportunity
when you can be influ-

———r ]
RIS oo Lot (it .nr\l“‘\'l.\i

WHAT SHE LOSES LON

clmlcal 2 psychologlst

ential in their lives.”

. REJ
-Women who are com- . Ik

mitted to a career, on
the other hand, often
see their job—as many
men do—as an integral
part of their identity.
And they may not be
willing to give that up.
Playing peek-a-boo and
singing Twinkle, Twin-

kle, Little Star all day longmpler too. In She Wo'rks/He
can be tedious—even for the !

most nurturing of parents.

! Families

EERUEE A 3 S R T SO Y

Works:
are

her three-year study,

Institute
Health, of 300 families

wife both work, it puts
less stress on the
marriage,” says
i nett. “They have more
% security,. and ' more

: ﬂe)ublhty"
How Two-Income
Happier, :

If only real life were so

The spouses of working : Healthier, and Better Off: or a trusted nanny who has

mothers are apparently hap—

Money Tips
From the Front

Y hen parents have
questwns on child- :
v rearing, they often : salary in order to learn to |

i live on one income. Then,
guidance. So to shed some '

turn to other parents for

hght on the top-
ic of money
and kids, we re-
cently polled

worked . and
didn’t work for_
them.

Our four—questum survey,
conducted via the Internet,

responses, including a con-

sensus that the smartest

money goes to tuition, travel,
and nonmaterial experiences.

ly video games. .}
have-to say.

your children?

exchange program, where

and Ecuador for a summer.

: : .i Q= What is the dumb-
Q: What is the smartest ex- :
penditure you have made on | spent ~money on ﬁa’ﬂ
i your kids? .
A: Amigos, a humanitarian :
: accounts under their
they worked on rabies-vacei- :
nation programs in Honduras :
i having 'to file extra
—Jon ‘Beall, Austin, Tex. :

A: Time. When we decided :’

to start a family, we bega.n to :
bank 100% of my wife’s.

($24 Harper San Franc1sco)

{ while ‘also lumtmg their po- :
tentlal access to financial aid.
—Robin Cole,

Stanford, Calif.

A. It ‘'must be the money my !

i ex-husband has spent on :
v1deo games. i

—Anne Smith,
Freemont, Cahf

—Bob Self, Helena, Ala.

when we finally did have a | buy me gifts. Dumb!

retired
reer to spend i

children. .

—Barbara Heffner,
Wellesley, Mass.

est way you have. |

A: Separate college:

individual names,
which resulted in

IRS returns (mine is
a big enough pain),
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baby, my wife :
from
her teaching ca- :

time with the !

: —Jonathan
: C Kerr Mlddletown Ohio
. Ar Music lessons with a.pro- i
{ fessional. Very expensive and :
yielded scores of fascinating :

—John Johnson,

Q: How are you teaching '

i your children to handle mon-
i ey responsibly? -

: many times that..

so we must make choices.

-.. Issaquah, Wash.

e

i laid plans go awry. “I
: Rosalind Barnett ex- :
4 plains the. findings of : R
i “That’'ll really upset- evepy
funded by the National :
of Mental &
i her job. “My work is ¢
in the Boston area. :
“When the husband and :
i come is keeping,the fami}
: on track financially. The M
Bar- :
i new-car and are trying
. beef up their savings for t}
: kids’
: “We couldn’t do that if I di.
simple. But add a sick child :

Just qmt and even the best- :

: how much
: daughter wants to go on
: Az Money to enable kids to :

L Qs What ways are you sa
i ing for your children’s co
_ Az Our son already has heard :_
.humans :
: are creatures of unhmlted
: 'wants but limited resources,
very demanding. However, it :
i has been a nurturing experi- : -
i ence’ in which they have |
i learned music along with dis- :
i cipline and responsibility.
The dumbest? Fast food, hot :
Sfashions, and toys—especwl-

‘to go. out of town
week,” says McCa

one’s schedule.” But T
wouldn’t think of giving;E

lenging, and I need that,” sﬂ
says. Bes1des, that second® in

Cardels recently bought}

i

college education:

n’'t work,” says McCarde

: “Two incomes give us mor
chmces

Barbara Heta

school have thelr own, a.

: counts, and use part of th
. money to, purchase the thing
. they require for their spor:

and travels. 'A )
—Francisco J. Guerr
: Mexico Clt

A: When they want some
: thing-out of the ordinary, &
A A Visa card to be used :

! for “emergencies” only.

let them know in their tertr
it costs. M

houseboat vacation. We I

i her know it costs 200 Bean'
. Babies.
Thomasville, Ga.

~ —Robin Vo,lr
L Lawrencevil]e G _
“f’

lege education? .._......
A: We are making a, doubl

: house payment monthly s
i our home will be paid off t._}n
i same year our son heads’t
—Rebecca Baldwin,

college. Then, we'll take out

L : new mortgage or refinanc
A: They have developed their ;
{ own small busmesses whlle
—David A. Minster, { in . !
Markham, Ontario :
i At Two cats from a shelter.
Read on, and. hear what :
else the voices of experience

the home to pay for college.
. —Nathan Bert,
' Oklahoma City, Okl»

A: Through a devoted am
: loyal relative.

—Sharyn Sulhvax
Dickinson, Tex

A: When each was born, ]
put $100 into an account.
Each payday after that.
I put something intt

- that account. It was the.
first check I wrote. Anﬂ
whenever we received 4 -
windfall; we always put
something - in, usuall\
15% to 25%. .E
: - —Hal Kern
_ Montara, Calil
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| parent faces.

ny Center in Lake F‘orest a:
clearinghouse: of ==

information.
That’'s why
an entire indus-
trv has blos-
somed to help
you with child-
+ hiring and management.

\ v companies supply do-it- !
yourself nanny-hiring materi- :
als, do eriminal and back- |
‘ground checks, and sell in-

| home tralmng programs.

. Onceé you've made your deci- ;
* sion, companies can even pro- |
vide home-surveillance equip- :
ment to help you determine if :

1 vei've madé the right choice.

.: scientious, and loving people.

| But some parents may care :
to use the latest techniques :

to weed out that bad apple.

STRAIGHT TALK. As an inex: :
pensive altérnative to the !
.one-stop shopping available : =
from employment agencies,  *
the Southern California Nan- .| fkes;
nv Center publishes :The : &

Minny Kit, This $18.50° com- | ¥

jehensive guide for parents

¢ ~cial security number.

inding someone you can |
“trust to care for your :
child is one of the most
& an\lety -provoking tasks ag
' “You can't be
f tov careful when hiring and :
{ evaluating the performance :
¥ of vour child-care provider :
 when you consider the per-
< <pends up to 12 hours a !
dov unsupervised in your :
|1 © . with your child,” says::
f kinberly Porrazzo, director :
b of Southern California Nan-

%t nannies are honest, con-
: “You.want to make sure the :
candidate 1s who they say i
Frank :
¢ Bucheit, manager of Back-
ground Research Interna- :
tional in Falls Church, Va: ;

hiring in-home child care in- :
cludes screening andinter- | iz
viewing tips. It recommends : 3
treating a job application to :
formalize the hiring process, : S\
~and  keeping the relationship | i*
professional. Include past em- : FMANAGEMENT ™
ployment, child-care philoso- : |
Phy, previous addresses, and |

LB ‘nnmw CENTER
(71

Porrazzo’s kit also suggests | *

The 1-2—330]5 )
H iring a Nanny

briefly screening candi-
dates over the phone,
then sending them the
application, and using
the completed forms as
a guide for in-person
interviews. Ask open-
ended and hypothetical
questions and avoid
turning the interview
into a social event.
Once you have a can-

didate in mind, contact at
least three former employers
i and three

personal refer-
ences. To catch

references, ask
§ such as:

nanny worked

she worked for three years.

Once you've completed !
your pre-employment screen- |
ing, a background check will :
; search the candidate’s crimi- -
nal history and verify the so- |
cial security number. Several :-
corporate-mvestlgatlon com- ‘
panies. have recently added :
i background checks for child-

care providers for about $65.

they are,” says-

.people posing as :

trick questions !
“The

for you for two :
: years, right?” when you know !

i The search takes four days : : :
: and - doesn't require the ap- : cluding a safety checklist-and
. plicant’s 0.K.. The applicant :
‘ must sign a release for you

to get a copy'of a driving
: you'll want to evaluate per-

record and credit history.

the nght way to do tasks.
There is also an employer

’aggrﬁ_ent tips and a computer

2

CINTERACTIVE FAMILY
838).626.692; :

c,at:on forms and worksheets

et x-‘.-. -

i5tSof firms that do
ymen t ba.ckground checks

I 'n‘auung Program”
*workbook, employer
"‘“’ ‘computer dlsk

| TALE OF THE TAPE. Shortly af-

*‘Hiring a nanny is just the !
begmmng You must also :
 train and’ manage your new |
employee.. “It’s ironic that :
parents can work confidently |
: at the office but feel uncom- :
fortable and insecure when :
managing their child-care :
prov1der at home,” says Mar-
¢ia Zaiac Wasser, chairman of :
Interactive Family Manage- |
‘ment. She and her partner, :
;Nancy Adler Manket, recent- :
1y “developed The Nanny
Training Program, which in- -
i -cludes a video and workbook :
t.hat reviews the caregiver's :
respons1b1ht1es and suggests :
i troversial, and could damage
: the relationship with a trust-
handbook with nanny-man- !
if you're. still interested,

; videotaping someone without

© consent is considered legal as -
¢ long as no conversations are

: captured and the cameras
{ aren’t installed in bathrooms
;i or bedrooms.
i change—so you may want to
: inform the nanny that she
: could be videotaped.

. you get through the selection
: process. Once you make it
i through that first stage, the
{ most ‘important part begins:
: the development of a bond
| between the nanny and your
i child, " -

disk with 13 worksheets, in-
daily activity report.
ter you hire your nanny,

formance. Come home un-
announced, arrange for
friends and family to make
surprise visits, or—if you're
really nervous—use hidden
cameras. Sometimes, a nan-
ny’s interaction with the child
stops as soon as'a pa'-\-» £ -
walks out the door. For a. 3
$250, Babywatch, a. pr0v1der ]
of videotaping systems, will
rent a hidden camera for
three days. Some- parents
prefer full-time surveillance,
with cameras placed through-
out the home. These systems -
average about $2,400. -
Secret videotaping is con-

worthy caregiver. However, -

‘That. may

. All of these tools just help

Toddi Gutner
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Pohtucnans love the poor—but not the smoking poor.

The new outcasts

By Peter Brimelow

AN INTERESTING THEOLOGICAL DISCOVERY has emerged
from the battle over the federal budget: The cigarette
manufacturers can buy indulgence for their sins by hand-
ing over a large sum of money to Washington.

Of course, the money generated by any proposed
-increased levy on cigarettes must ultimately come from
smokers. Which means that despite President Clinton’s
alleged: concern for the poor, it will come disproportion-
ately from lower-income earners. The Washington, D.C.-
based Tax Foundation calculates that over a third of the

. to hold true all the way up the income scale, even beyond

carning below $30,000 (see chart).

Partly, this lopsidedness is inevitable with any tax on a
staple, like food or clothing: Since the rich don’t eat all
that much more than the poor, a tax on food hits thc
poor proportionately higher.

But there’s a significant compllcatlon with cigarette’
consumption: It actually varies inversely with income.
Poorer people smoke more than richer people. According
to Harvard economist W. Kip Viscusi, this pattern appears

the lévels we chart-here.

And this suggests a partial answer to the mystery of
tobacco politics: why the third of Americans who smoke
are being pushed out into the cold, metaphorically and
(look out your office window in winter) literally. It’s class = 7%
warfare—led by, of all people, Comrade Clinton. With
help from the Republican Congress.

~ Their concern for the poor apparently does not extend %,
to the smoking poor. N

new revenues will be paid by the 22% of Americans earn-
ing below $15,000. Three-fifths will bc paid by the 45%

Y Proportion of increased cigarette tax revenue:
extracted from individuals in each inc

'Proﬁoﬁmnofm ividuals in each

sineach
, lncome bracket who smoke

> 34.0%

Research: Edwin S. Rubenstein, Right Data Associates.

Any Increase
. In cigaretto taxes
{ . will be drawn

lopsidedly from .
lowerdncome
earners. That's
not merely
because con-
sumption taxes
hit the poor more,
but also because _
more of the poor %
¥ smoke. Which
- perhaps explains
. _ why smokers are
. S being pushed

' ' : around so easily.
]

|
|

N
“EE

B! e L L LR T

) , (i
30 40 50 60 70 80 90 115

Ineome (Sthousands)

100

" Sources: Tax Foundation; National Center for Heaith Statistics. *$115,000 to $300,000:'3.2% of revenue; $300,000 and over: 0. 5% of revenue.

L ey e |

kY g o

52 ' . _ ' Forbes ® August 25, 1997 Do

S

3




y any ordmary calculauons, LManon Barr.

should have been long gone from public office.

‘Although Washington, D.C., is rich-with federal

. dollars, its mayor presides over a city that is.

chromcally broke, a phce where jobs flee and felons
flourish, where city hall can't tell you how many people it
has on its payroll and where the Medicaid benefits roll
was found to be padded with 20,000 unqualified recipi-

ents. The water in Washington is no longer reliably

potable, the recycling program has been abandoned,

and trash pickup of any sort is down to one day a week
- and shaky at that. The disease and sometimes homicide

capital of America, Washington suffers from the nation’s
highest infant mortality rate and a rate of tuberculosis

infection that is twelve times the national average. The.
city’s rat population is soaring and thriving;'you see

healthy, bold specimens everywhere now, even in the
wealthier neighborhoods, even in daylight. Barryismn has
reasonable residents, black and white, fleeing. In 1970,
just 757,000 people called D.C. home; today, it's down to
about 540,000. The well-to-do among those who remain
have retreated from government: they depend increas-
ingly on private police, private schools, even private snow
removal. The city is saturated with crime—one out of
eight residents is in prison, on probation or on parole.
For years, Barry has responded to'the catastrophe of
his mismanagement with a blithe disregard. In 1995, the
city tottered on the edge of bankruptcy. The scope of
the crisis may be measured by the state of the police
department thadt year: officers couldn’t file search war-
rants because they had run out of the proper forms; two-
thirds of the patrol cars were laid up in repair; one out
of seven cops was resigning from a demoralized force
after a pay cut. Barry, released from prison and ncwly
elected for a fourth term, mocked his critics with quips
like “what crisis in D.C.?,” then flew off on ajunket to

Africa. The mayor has gone on television to tell the pub- -

lic that their strects have been plowed. when they could
sce the snow stll sitting there; he has announced that
D.C. is the safest big city in America, even though it has
a murder rate three and a half times that of New York.
Why, in the light of all this, is Barry still mayvor? Still
anything at all in politics? The answer to that question

was illuminated in the fallout of the August 5 deal -

between President Clinton-and Congress—a deal that
stripped Barry of all but a tiny portion of his mayoral
powers and placed direct control over most city func-

_just the hope of home rule for Washington. One;of’t

"‘w
9 _pg‘ressman Charles"'l“aylo{

it m'anager straight awa

'—was"largely drafted~ by Norton,
tor Franklm Rames and Senato

l:l;t

1umph for t.hc~Dns [0
cd-Houndéd

7 a‘t,\vzi
keeps Barry polmcally alive” When nineteen’ year&af(;—'

Barry was first'electéd mayor, he represented mor;_t'ltlr
first civil rights leaders t6 make the leap. from | ’stre
level protest politics to-governing, he also’stood for
hope of black self—governmcnt Now, having destro (
both of those hopes, Barry lives off what he once fough&
against: black powerlessness and black anger. Tn th
mmds of the District’s racialist po]muans, Washmgto

“the last colony,” a- black enclave conctantly und 3
attack from white racism. But the fact is, if Washmgto W
had remained a 'majority-white city, it is unlikely, that'l_qg
ever would have achieved home rule. W

The limited home rule the District won in the 1970
and the Barry. mayoralty that followed were extension:
of the civil rights struggle. It is in this context that man
still view c1ty government. Insofar as the govemmenl is.
an extension of the civil rights movement, it must be
beyond criticism. As Herbert Reid, a former Barry legal
.counsel and law professor at Washington’s Howard Uni-
versity, has said, a black mayor should be protected;
because he represents the course of black progress. To
repudiate Barry, so the argument goes, is to turn your® "
back on the whole civil rights movement.

“This is not a choice for or agamst Marion Barry,”
declared Jesse Jackson. “This is about the right to
choose one’s leadership.... In Chicago, when Mayor.
Daley said, ‘Shoot to kill,’ Lhey didn’t rescind democ- .
racy. In Alabama, when they unleashed the dogs on us,
they didn’t take away democracy.” Barry himself spoke
of Control Board Chairman Andrew Brimmer (who is
also black) and others who threaten his power as pup-
pets of a despotic Congress. “[T]here are other situa-
tions where totalitarian- governments ... have
appointed local people to do their dirty work,” he ram-
bled to reporters. “And I'm not so sure that Dr. Brim;.
mer wants his leg'icy to be that.”

Jackson's evocation of (“hlcago s race riots, and Bull
Connor’s dogs, and the suggestion of violence in
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Barry’s words were - of course. purposeful The. threat of _
violence, putatively legitimated by past violente against

blacks, has always been . the true source:of Barry's
power. Barry rose to power in Washington-with the
blessing of a white establishment that saw black “street”
pols like Barry as, essentially, managers-offthe mob,
insurance against a recurrence of the riots of 1968. ..
The idea that Barry controls a violence that he can
direct against those who stand in his way has never been
far from the surface. The Barry circle has always con-

tained characters with a thuggish strain. The Revérend :

Willie Wilson, Barry’s spiritual adviser and a:govern-
ment-subsidized social service provider, first came. into
public prominence in 1987.as a leader of a black bojcott
of Chan’s. Chinese fast food restaurant in the largely
poor neighborhood of Anacostia. Addressing a crowd of
supporters, some of them yelling “fuck the chinks,” Rev-

erend Wilson compared himself to Jesus, Martin Luther -

King Jr. and Gandhi, and offered a frightening example
of his dedication to principles of nonviolence: “We for-
gave Mr. Chan: If we didn’t forgive him, we would have
cut his head off and rolled it down the street.”

Barry’s use of the threat of mob violence became bla-
tant during his 1990 trial for cocaine possession, and

. has grown ever more so since the Republican-con-

trolled Congress appointed the Financial Control

- Board to begin the process of taking over the city. The

two years since then have been a running war, a file cab-
inet by file cabinet fight marked by the increasing use of
violent threats on the part of Barry and his defenders.
Barry’s fourth wife, Cora Masters Barry, was .dubbed
“Lady McBarry” by Loose Lips of Washington’s City

Paper. Masters Bafry had long worked for Washington .

boxing promoter Rock Newman, who served as chair-
man of Barry's mayoral transition team in 1994. New-

. man and his entourage have been associated with

brawling and even small-scale riots, most notably in

Madison Square Garden after the first Bowe-Golota
bout. Masters Barry has emerged as a particularly com-
pelling -messenger about the dangers of upheaval. In
1995, Masters Barry mused, in an off-handedly chilling
manner, to The New York Times on the root causes of riots.
“Nobody knew,” she said, “[that] it would be Rodney
King that would send L.A. overboard. I mean, you never
know what one thing is going to set the people off.” In

1996, she:-warned The Washington Post that further budget

cuts would mean an end to summer job programs for dxs- '

advantaged youth and “blood . .. rolling in the streets.”
This is the context of Barry’s cling to. power and Nor-
ton’s reversal. But, although the suggestions of racial
treason against Norton achieved their purpose, the
larger attempt to inspire racial outrage scems to be fiz-
zling. Despite an intense effort to gin up a mob, includ-

ing radio and TV announcements, and phone calls by -

Barry and Norton, the largest protest garnered only 200
to 300 people, many of them city workers. A staged dis-
ruption of a Federal Control Board meetmg the next
day—led by a Barry protégé named Mark Thompson
who had earlier made the City Paper with his warnings
against “sell(ing] out to Jews"—drew only a few dozen

mnlnants The protesters spent fiftéen minutes shout-. - -

.ing, as The Washmgton Post reportéd, “racial slurs” and -

- chanting. At one point, they tried to storm the podium

to present non-negotiable demands. But nobody paid
them much mind, and police soon led them away.

In mid- August Louis Farrakhan is due to arrive to
take the protest to the next level; as always, the threat of
violence hangs in the air. But perhaps Washington is

finally ready to turn its back on the politicians of the

mob. For all of Barry’s talk that Norton’s bill “rapes”
democracy in D.C., the District has had’ ‘precious little
democracy. It has been for twenty years a one- party fief-
'dom ruled by a cult of personality and financed by tax-
payers around the country. If real democracy and the .

" rule of law ever do come to the nation’s capital, it will

only be, as in the old segregationist South, by the impo-
sition of the federal government. That is Barry’s ironic
legacy: he has recreated, in his political dolage the
dynamlc he fought against in his youth.

FRhD SIEGEL is the author of The Future Once Happened
'Here: New York, D.C., L.A., and the Fate of Big City America
(Free Press). JEFF ITELL is a Washington-based writer
and consultant. :
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HEILHARVARD
By ]qcob Heilbrunn

n a recent August morning, about fifty men
and women gathered in an amphitheater in -
"Harvard Law School’s Pound Hall and settled
! into the serried rows of seats to listen to Jef-

frey D. Sachs lecture on fiscal policy in developing - - -

countries. It was the final day of a $13,000 six-week sem-
inar program organized by th¢ Harvard Institute for
International Development, which is directed by Sachs,
the father.of economic shock therapy. Many of the stu-
dents, who came from Zimbabwe, Ghana and other
Third World countries, were wearing ‘sandals and -

- dashikis. They were. civil servants'who had come to im-

bibe the latest wisdom in American capitalism. As Sachs
attacked " John Maynard Keynes and pr aised Adam
Smith, the students dlllqcm]\ scribbled in their note-
books.

One Sachs disciple, hov\cvcr stood out: Jorg Haider,

~ the 47-year-old leader of the Austrian Freedom Party.

With his party hovering at 28 percent in the Austrian
polls, Haider is the most influential far- nghl leader in
Europe. He is also the coolest. Dressed in purple-and-
gold Nike running shoes, a grav polo shirt and shorts,
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A promlse kept

Last August, when Pr esndent Chmon
signed into law the bill that promiised to
end welfare as we know it, many in the

_ administration itself regarded thé mea-

sure as a great gamble. To some liberals,
the gamble was insupportable.” The
Urban Institute, in a famous study, pre-
dicted that the new law would i impover-
ish 2.6 million people, mc]udmg 1.1
million children.

Next week marks the first anniversary
of the welfare bill's enactment, and the”
White House is trumpeting. And trumpet

_itshould. As Bruce Reed, the president’s

assistant for domestic policy, boasted on
August 12, the nation’s welfare caseloads

‘"&:ﬁ:
e

-/

w.--“"*

DELUSIONS OF GRANDEUR
edited by Ted Galen Carpenter

268 pages, $10.95 paper. $19.95 cloth

- said Reed. He'is right.

cholars and policymakers, including Ted Galeh
Carpenter, Michael Stopford, john R. Bolton,
‘Doug Bandow, Robert B. Oakley, Alan Tonelson,
John Hillen, Stefan Halper, Daniel Goure,
Edward Luck, Sheldon Richman, Ronald Bailey,
Gareth Porter, Richard E. Wagner, Roy'D. Morey,
Nicholas Eberstadt, Michael Maren, and Tan Vasquez
present a wide range of views on the UN and its
military, environmental, and economic programs.

Call toll-free to order: 1-800-767-1241
(noon-9 p.m. eastern time. Monday-Friday)
1000 Massachusertts Ave., N.W., Wathngron D.C. 20001

have been reduced by 3:.4: m' )

astonishing “24.spefcent,’ +SifC Clmton;

became president; and theyaré dechmng
still: The rolls fell by 1.9 million-in'the
first three and 2 half years, before passage
of the welfare reform act, and they fell an
additional - 1.45 miillion in. the-‘nine
months from the enactment of the law

through May of this year, the last month -

for which figures are available. If the
trends of the first nine months are found
to have continued, Reed said; the

caseload will ‘have fallen: by a toLal of 2.

million by the end-of the.first full -
year of the welfaré'law.. “Thiese:
number's are'a stunning siic
cess, totallyunprecedented
in the history- of welfare,”

IR

- Since the: beginning of
1993 the welfare -rolls in.
Wyoming have fallen by
68 percent; in Wisconsin, by

54 percent; in Oregon, by ’”9 :

48 percent; in Tennessee; by

47 percent; in- Oklahoma “and So‘u!h,

Carolina, by 46 percent in- Indiana, by
45 percent; in Kansas, by 41 pcrcent in
North Dakota; by 40 perccnt in Alabama
and Florida; 'by 38 percent; in Michigan,
by 36 percent; in'New Jersey and New
Hampshire, by 30 percent—and so on.
There are a number of reasons for the
good news, and some of them have little

“A genumely useful al
, \v overview of just about
= y every perspective on
/ _the UN and America’s

20N »-
l'Ole mn lt — Charles Lichenstein

EzmltrUSAmbmwbrwalﬂV

economy- .cannot be the pnmai"-y
No® remote]y comparable decr ases:

than 250,000 in all .of welfare's
decades: “The left is trying to say itis’
the good economy driving this, but’the -
last time you saw decreases of this magm— :
tude was during the Korean War,” says

the Hentage Foundationss: 2z,

T v
other obwous causé“:«'of .
7.

?

1988 Family’ Support Acthi -
“It was this “measuré; t_hat‘
allowed states to apply for
waivers from federal welfarq ’
requirements and to - begm'r-‘

" experimenting with the WOl

requlremem programs that are an |mp0r-

tant factor in driving the rolls down. The .

Clinton administration’s role here was"

the largely passive one of graiting

waivers. RS
Still; the law worked out between"?zi.;r

Republican Congress and a Democratic

president made an:immense difference. .

It ended cash welfare as an entitlement;

and it changed the enforcement role of

the federal government from emuring’
that states met their obligations toward:a*
relem]cssly expanding welfare state to -
ensuring that they meet their obhgauons

toward shrinking the welfare state. .

And the famously dire predictions of
the Urban Institute? They are, it turns -
out, no longer operative.; Sheila

Zedlewski, the policy analyst who wrote

the’ pessmmue report, now says that the

number of people-pushed into poverty -

by the law has turned out to be “signifi-

cantly different™ than' predicted."Again;
the economy helped. Also, in contraven-
tion to liberal assumptions, the states did
not seize upon the opportunity of
reduced federal mandates to starve their
citizens. In Zedlewski's careful words, “As
we have seen the Food Stamp changes
play out, the number of states that have
applied for and received waivers [from
the requircment to force unemployed
adults off the Food Stamp rolls] because
of local high unemploymcnt rates or sur-
plus labor areas is hlghel than’ people
were estimating a year ago.”

But the most important factor affect-
ing the prophccy of disaster was at least
partially Clinton’s doing. The 1996 law’s
most radical measure ¢liminated Supple-
mental Social Security aid to cldulv and
disabled legal immigrants. Clinton
argued, in his usual amazing fashion,

continued on page 41
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expanded west to lhe Oder—Nelsse Llne.
and acquire German cities such as Bres;
lau and Konigsberg. Further, Poland was,
allowed to “¢thnically cleanse” its new tér-
ritory; 10 million Germans were expelled .
to West Germany. These arrangeménts |
were solidified by treaty between Pol nd:
and East Germany. , *
Although the German Federal Repub— 3
lic has abandoned all territorial claims;3
there is good reason for: Poland to be
concerned and to clamor for incli$ oli..,
in the NATO military alliance. However,"
should be possible to reassure,
and guarantee her borders less expev*
sively than what the NATO expansno
cost the American taxpayers. - "
KurT G. STRAUSS
-*Tu'&stm Arizona

The killing, ﬁelds

et

To the edllm '

13l
dld;

P
"3’45\1 o

j’}dat‘

s

fixing’

ldf

The mind reels at the character f.Ju ke
tice that Pol Pot’s mhumamty dei
(“Overdue Process,” July 14&2])
your Cdmbodmn hall ofwlhms is m

by the North. Vlemamese and the ¢
tuanes they established along the s 60
‘ern reﬂches of the Ho Chi Minh: T'-

1973, when the U.S. Congress ﬁnally'
halled it, more than a halfmlll'

;Clinton

acts; ln‘Ma)

work .programs
welfale reforin
covered- by fed

a conunucd

to anmgunl/e (‘ambodlan soc1ety, mak-
ing the ranks of the Khiier Rouge'? Swell’
from an estimated 2,500 in 1969 to an "
army of 50,000 just three years later—
the army which Pol Pot would unleash
on its own country. : tUA
Your vision of justice might have been!
achieved at the end of the "70s afterViet- |
nam’s invasion of Cambodia ended the
slaughter and crushed the Khmer Rouge;
unfortunately, our vengeful Vietnamese
policv and desire to court Beijing actual-
ly allowed the communists to regroup
and eventually assert power again. The
scenario of Pol Pot on trial is not without
merit; let’s just hope the court doesn't
go searching for accessories. ey
DaviD SEPPA -

Denver, Colorado

In the recent budget deal

‘ be' eéil the White House and Congress,
.president. accompllshed the restora-
n:of SS1 beivefits to alt immigrants who
swere “légal before. August 22, 1996. the

f the uelfare bill. That restored ben-
to half.a million deserving people..
méasures including fund-

ork for unemployed Food

lp:cnts: that 'were negotiated
udget:: agreemcnl have, in
«words,- “gone a_large way

“the problem.” Zedlewski

-shelc cannot say precisely how much

' cut her estimate of the

.people pushed into poverty by
“law, but she notes that full\
3 tban Institute’s previous esti-
ate of 2.6:million came from projec-
s o,_ thosc who would be hurt by the
of- Supplemenml Social Security
asy -paymcms and Food Stamps:
So Cllnlon has done what he has said
uld do. He is the president who will
have ended welfare as we know it. If this

will deserve credit for a

reat historic and moral achievement.
his. _holds. In Clintonism, there are no

the White House issued a

E
;long-awancd Labor Department ruling
;on whether welfare recipients placed in

under the terms of the
law and state laws were
eral and state minimum

| wage laws and other labor laws and regu-
e:| ‘laiions. Yes, they were covered. said 1he
;ulmg, to the wne of twenny-five scparate
- sululcs The GOP authors of the welfare
and Republican and Democratic gov-

id'that the ruling would make it
bly expensive for stues to con-
ework rogmms that are critical

ecline in the welfare rolls.

z1:Congressional Republicans proposed
“language in the budget reconciliation

“bill to overrule the Labor Department
rulings. But the White. House wouldn't
budge, except on the one, minor, issue of
whether mlf.m recipients on work pro-
grams should be cligible tor the carned
income tax credit. The president threat-
encd 1o veio the bidget bill unless the
offending language was removed. As it

stands, .the ruli
the abilitv of th
“welfare-to-work
force. Withouut

ing that sharply curtails
e tes 1o enact effective
prourams reinains in
serious workfare pro-

grams, the good news will Tevel off, and

then' turn bad
ens. If Clintn

undone. he must once

when the sconomy soft-
1 does not wish 10 be
asain undo,

MICHAEL KELLY
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N A DIMLY LIT ROOM INSIDE THE"
FAA's air-traffic control center on '

New York’s Long Island, dozens

of controllers hunch over primi-
tive black and green radar panels.
Each controller tracks up to 25
airplaries simultaneously; togeth-
er they shepherd a total of 6,500 flights a
day across the country’s most congested .

airspace. To keep planes separated and on

course, controllers guide them down nar-
row corridors in the sky. Terry Bolerjack,
the facility’s air-traffic manager, explains
by unfolding an aerial map crisscrossed
with hundreds of spindly blue lines. “Just
like Manhattan,” he says. “These are one-
way streets.”

Ifa concept called “free ﬂlght takes oE

.those one-way streets could become three-

dimensional superhighways early in the
next millennium. The current system may

_seem orderly, but it’s not efficient. Since

planes can't pass each other and aren't al-

lowed to stray from the often circuitous air-
ways, the system wastes time, fuel and, ulti-
mately, money —an estimated $3.5 billiona

'. “year. In free flight, navigational satellites

would help pilots themselves choose the
most efficient route, altitude and speed for
their planes. The airlines and the FAA are
both on board, and a congressional task

force that studied the idea in 1995 proposed .

its lmplementatlon by 2010. “The sky isn’t

" crowded at all; it is air-traffic control that’s

crowded,” says United Airlines systems
manager Bill Cotton, considered the “fa-
ther” of free flight. “This is nothing more

" than reducing the unnecessary restrictions

toflight.”
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tion and the positions of other aircraft;
while ngltal transmitters wou]d aut

er, called the “protected-zone:
Argue that implementing free ﬂxght
would be tougher than stretching your legs -

in a coach-class window seat: The main ob-~*

stacle is the cost: estimates hover around -
$10 billion, and no one knows who would
pay for outfitting smaller planes and ground
centers. Though it's generally conceded that
frée flight would be at least as safe as the -
present system, another potential stumbling
block is the unieasiness of air-traffic con-
trollers. Understandably nervous that the
new technology could lead to downsizing,
many have been openly critical of free flight.
Their union, the National Air Traffic Con-
trollers Association, has cautiously en-
dorsed the idea while trying to block any .
move to cut jobs. “There’s no way we can get

to free flight without increasing the capacity

of airports and increasing the presence of

. Blsmg Fortunes

If current trends continue, Americans
will find a few more dollars in their pock-

_etbooks in the next millennium.

DISPOSABLE PERSONAL INCOME PER CAPITA, IN
THOUSANDS OF 1994 DOLLARS
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It's a historic strike anda mlgrame headache
“the UPS walkout may be just the first of many battles
to come over higher wages. By MICHAEL MEYER -

be, ready for that grand march
down the aisle. And' completely
apoplectic. Will her gown get to the
church on time? “It’s really a mess,”
gripes Jeanne Pyles, manager of
“Brides of Old Town in San Diego.
She’s besieged by angry customers
demandmg their dresses and veils who
tell her that they’ll sue a certain shipping
company for emotional distress. In Texas,
LifeCell Corp. harvests human skin from'
donors and sends it to burn victims around
the country. Twice in recent days, LifeCell
execs have had to hop planes and hand-
deliver skin to waiting surgeons. “Our com-
modity,” says the company’s Charlie Schiff
with understatement, “is horribly perish-
able.” Across the country, in the Boston
. area, John Boyajian, a purveyor of specialty
foods, gets an unsettling call from one of
his biggest clients, the Williams-Sonoma
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MAGINE THE BLUSHING BRIDE TO- I

It’s personal Tea mster boss Carey, once a UPS driver, bets it aI l on the strike

.gourmet chain. Boom, 'it’s canceling a big

order of caviar—fearing the precious roe
would spoil before it could get to market.
Boyajian’s loss: $1,200 a week. By Christ-
mas, it'll be more like' $50,000° weekly.
“We're yelling a lot,” he says.

Soarealot of Americans. The country has -
rudely awakened to the enormous role the .

United Parcel Service plays in its national
life. Indeed, it is so ubiquitous that many
people confuse this private company with
the Postal Service. Everybody, it seems,
knows the Men in Brown. Their nerdy-retro
vans ply every urban and suburban byway.
They are a national conveyor belt that deliv-
ers 80 percent of the packages and parcels
we so routinely zip hither and thither. By
some estimates, that means UPS touches
some 5 percent of the country’s gross nation-
al product. Small wonder, then, that with

'185,000 Teamsters on strike and UPS all but

closed down, chaos rules. Mail-order retail-

NAJLAH FEA
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RANDY PILAND.—T NNESSEAN —SYGMA

~

ers have seen their business drop by 10to 15
percent; and small businesses, with fewer
alternatives at their disposal than the big
boys, are taking the worst hits. Economists

" warn that the strike could knock 20 percent

offthe nation’s growth rate if it per51sts mto
next month.-
Will the federal government intervene?

In a delicious irony, conservative politi-

cians and business groups, who normally
worship at the shrine of the free market,
bave urged the Clinton administration to
step in. For their part, liberals sanctimo-
niously insist that it should not. The liber-
als are likely to prevail. Top Clintonites
say the president can’t and won't use the

_blunderbuss weapon of the Taft-Hartley

Act, the Truman era law that grants the
president ' “emergency” stﬁkebreaking
powers. But a new player may get in-

.volved. That’s none other, NEWSWEEK has

learned, than Alan Greenspan. Late last

week the Federal Reserve board asked

UPS for-its analysis of the strike’s econom-
ic impact. The company speedily dis-
patched a report, and UPS officials even
briefed economists at the Fed. They, in
turn, will brief Greenspan, presumably in
preparation for this week’s Fed meeting
on short-term-interest rates. For Mark
Steffen, head of a small Iowa computer
company, those machinations may come a

_ bit too late. He's had to dispatch employ-

ees to drive as far as 400 miles to suppli-
ers. This may be UPS’s worst nightmare,

for Steffen, like a growing chorus of other -

customers, steadfastly vows: “We're not
going back to UPS,” no matter when the
walkout ends.

But the UPS strike is about more than
cargo and boxes. Whether or not it drags
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" Chaos: A stnke—crossmg UPS dnvtng instructor dies”
aﬁer his truck accxdentally ﬂtps offa hzghway ramp

WI" You Ever Get a Ralse’

The Dow is chmbmg Profits are soaring. But is the
Amencan worker gammg ground? Not really. .

Dow industrial average : Corporate profits*
8000 $400
m 3 w BILLIONS OF

irh g
1983 85 87 89 91 93 95 97"
Median housshold Income

1983 85 87 85 91 03 95

*PROJECTION. tAFTER TAX. * "CONSTANT 1995 DOLIARS. SOURCES: DOW JONES,
RAURFEAU OF LABOR STATISTICS, U.S. CENSUS BUREAU, BUREAU OF ECONOMIC ANALYSIS

R TR
24 gw i FEa 1
Bofictes o
: m B
1983 85 87 89 91 93 95
Union membership

1983 85 37 89 91 93 95

“risen? If so, would that trigger:
new round of inflation or spark’;
a Wall Street crash? —no moot;
point, in light of. last week’
massive sell-off following good
news about prices. Does it sig

nal a new era of conflict be

on, the walkout marks a watershed for the
beleaguered labor movement, which has
staked its prestige on this walkout. That’s
why AFL-CIO chief John Sweeney an-
nounced last week that he’'d bankroll the
Teamsters strike with a $10 million infusion
of cash and the promise of more to come.
Beyond union politics, the strike will affect
millions of Americans, even those who
have never shipped a package or joined a

local, for it goes to the heart of large nation-

al questions. Will wages finally begin to go
up, as the Dow and productivity have

tween labor and management,:
and on which side will people'stand? - -

Even before a settlement, the strike re-.
vealed a seismic shift in the national con-;*
sciousness. Among the most interesting as-
pects of the strike is this surprising fact: for;
the first time in decades, a majority ofj
Americans are allying with labor against.
management. A poll late last week by
Gallup/CNN -reported that 55 percent of
those surveyed support the once despised
Teamsters in their fight to win more higher- *
paying full-time jobs and better pension’

‘benefits. Just 27 percent backed UPS. This -




&&We're yelling a lot, but everyone -
understands. Anyone who does any kmd

of mail order is getting slammed.?
—JOHN BOYAJIAN, purveyor of caviar and other specialty foods

marks a change from the nadir of 1981, when
Ronald .Reagan pounded striking airline

controllers into the ground—and the public’
cheered. Why the shift? Labor experts point

to public frustration over years of corporate
downsizing, stagnant real incomes and an

" economic boom that too often seems to ben-
efit management muckety-mucks without.

trickling down to rank-and-filers. That no-
tion found resonance last week among the
strikers. Management has been eating away
at worker rights in this country for years,
says Mark Orvis, a UPS driver manning the

picket lines in Milwaukee: “It’s really frus-

BILL O'CONNELL

trating working for a company that brags

about the ability of its work force,” says
Orvis, “but when contract time rolls around
it feels like you're nobody.”

Despite such harsh rhetorie, though, the
issues are less clear-cut than either side
claims. Consider the supposed core of the
dispute: part-time versus full-time jobs.
Over the last four years; UPS has created
46,000 new jobs, of which 38,000 are part-
time. The union claims that 13,000 of the
company’s part-timers put in 35 hours or

UPSof explo:tmg part-timers ptifely to keep
costs low, as the union does, distorts the de-

"bate. But-with: UPS’s nearly $1 billion in

profits, it’s hard to buy the company’s claims

;qually‘ fraught ‘with hypocrisy. The ' Team;

sters want UPS to keep shoveling money
into the unio! 's,so—called multl-employer
fund, a péol of retirement money that

| thatit’stoo stmpped to offer better.paytoits -
: part-tlmers -and more opportunities for full-
L N ¥ . h

comes from 31 companies where members, *
are employed. UPS, however, , wants to

retirement fund, covering part-time as well

| as full-time ‘UPS ‘wotkers. The company .-
_says benefitswould rise as muchas 50 -

cent per worker, for the same cost. Some
pension analysts suggest that UPSers
would probably be better off financially un-

" der ma.nagement s plan. But Teamsters at

-] other companies might face a less secure

| - future without UPS’s sizable contributions
“to their common retirement fund; And -

who’s to say, 20 years from now, that UPS
will be the powerhouse it is today? Strikers
in Milwaukee don’t seem to have much
faith. Will the money be there? “You're not
sure what's going to happen,” muses 16-
year UPS veteran Jeff Berns. Clearly, if

‘UPS weére to pull out of the Teamsters’ pen-
sion pool, the-union’s .overall finances
could genumely be damaged —especially if

.withdraw from the plan and setupitsown

other companies were to follow UPS’s ex- _

ample. In this sense, the dispute is not so

much over issues in which one side hasale-

- gitimate claim,’ xplams Cornell Universi-

ty’s Michael Belzer, as it is over somethmg
more intrinsic. “The union,” he says, “feels
it is in a struggle for its very survival.”

It may be. And there’s a real question
about whether the Teamsters can stay to-

gether. Managément is obwously trying to .

divide them, partly by toutmg the apparent

benefits of its pension - proposal. UPS:

claims that 10,000 employees have crossed
picket lines and gone back to work, up from
an estimated 4,000 during the strike’s first

week. Union leaders say the actual number

is half that large. The strike in the little

- town of Washington, Pa., has taken an es-

pecially interesting turn. As some UPS
workers boycott their employers, others
are picketing their own local union head-
quarters. The reason: they want workers
at UPS to vote on the company’s offer—
which the Teamsters have refused to allow
them to do.
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: take

large but very personal, too: The s
hood” was; for years, beset by i utter ‘éorTup-
tion and mob influence. The current head of
the union, Ron Carey, ran as anself-styled

- reformer _vowing to restore the: union's

good name—and its financial stability after | ti

years of decline. Now he’s facing his biggest
test in a drama- worthy of a screenplay
Carey himself was a UPS driver, and he is
still fending off assaults from his. recently
defeated; 'but hardly vanquished,. rival,

.James .Hoffa, the son of Jimmy Hoffa, the
" legendary Teamsters boss whose mysteri-

view the UPS3

' 'Itmci éyounger Hoffa. Ei- "
e will make Carey a

5 l," 5 .
The standoﬂ' -&ﬂﬁhnues UPS chamnan-
James Kelly late} last: week labeled the re-
sults dlsappomtmg. At a Washington,
D.C., hotel_,-,kboth ‘sides, continued talking
'kend but reported little

whether the two of them ﬁgh'
will bust us. i

_LeEsLiE KAUFMAN 1;1 Ne\v York,
.- i Washmgton, JOHN LAUER

MENH EN OFFICIALS
B from UPS and the
striking Team-
sters announced

they would finally

return to the bargaining table

last week, it wasn’t just the
folks on the picket line or

at mail-order houses like

J. Crew breathing sighs of re-
lief. Alexis Herman, the sec-
retary of labor, had puther
reputation on the line to bring
the parties together. At one
point, when the talks broke

. down, Herman met with each

side for several hours, cajol-
ing them — in the soft, sweet
tones of her native Mobile,
Ala. She was rebuffed; and : .
soon she was hit by a wave of
dismissive newspaper head-
linies. The next day, though,
she worked the phones during
an Air Force One trip with
the president. She pressed
UPS president Jim Kelly and
Teamsters boss Ron Carey.
“Let’s dialogue it out,” she
told them, using a favorite ex-
pression of hers. It took an-,
other day of phone diplomacy
after that, but Herman got her
men and her talks. The victory
was fleeting—but it was as
sweet as it was hard-won.
Herman'’s public commit-
ment to settling the decade’s
most serious strike is a risky

¢

ous dlsappearance in 1975 remains the stuﬂ

STEPHEN JAFFE— AFP

here, but her task is enormous

gambit. As one Labor Depart-
ment official puts it: “Labor
secretaries traditionally make
or break their bones mediat-

"ing big labor disputes.” For.

Hetman the risk is worth it.
Success would bring a reward
this African-American

woman wants: respect. .

She hasn’t always gotten it.
When Bill Clinton plucked-
Herman to be his second-term
labor secretary, the Republi-
can Congress — caught up
in investigating the presi-

30

Theplayel" Herman’s 15 minutes are

dent’s questionable
campaign fund rais-
ing —shifted into full
throttle; using her con-
firmation hearings to
- dissect her careerasa

_political operative.
The White House
head of public liaison
during Clinton’s first
term, Herman found
herselfin trouble for
having helpedto
arrange at least 15 of

between the president

#  and Democratic
| donors. Big Labor

" found these connec-
tions to corporate fat-
cat donors suspicious;
in fact, it opposed her
nomination because
she seemed too close

tobusiness. There were also

questions of corruption from

her days as a consultant devel- .
oping affirmative-action plans.

How, for instance, did she
make a $500,000 profit froma
Washington, D.C., develop-

ment project without invest-

ing a cent? Her years at the
Democratic National Com-
mittee serving her mentor, the
late Ron Brown, were also
scrutinized for impropriety.
Herman endured to win .
confirmation, but she emerged

v
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U . . 2 7| -playerand to showcase ki
In the.UPS s.trike Labor-Secretary Alex1$ Herman ha}s | tlor

a great 'challengelahd;opportunity. Is_s_h,_e. up toit? . | thatshehas theabilityto,

the infamous “coffees”

O T R T i o Y

keptxcsseeltdrf-e&' psitell

é’ rilhey it
t&h a power strugglé TAUPS strike

Ao

pubhc asa get-thmgs-done
talentsasa coalition bull

make both sides see how their
interests could be served by a
settlement.” .

Beyond her repeated calls
for “flexibility,” it's still un-
clear, however, how Herman
will work such magic. The
secretary doesn’t preside over
all the negotiations, although '
she is frequently available for
informal chats. UPS’s Kelly -
says he talks to Herman at -

‘least twice a day by phone.
The seéretary “hasa speciﬁc
agenda,” he says. Indeed,
Herman has gotten into the
fine print of the strike, even
toiling over things like the
part of the UPS contract deal-
mg with the weight of a driv-
er’s load. But Herman has no
experience negotiating hard-
core labor-management dis-
putes, and this is turning out
to be an especially bitter one.
Since her initial success in’
bringing both sides to the
table, the talks have often
stalled. Privately, some
negotiators dub her “ineffec-
tual.” An example: Teamster
president Ron Carey held a
press conference; ignoring
Herman'’s pleas to each side
not to go before the micro-
phones to argue their case. All -
of which goes to show that
needing vindication is easier .

“than getting it. '

LESLIE KAUFMAN with
Ricn THomas in Washington

nirt]
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FOCUS ON:YOUR HE,

pAnEn;r POWER

Shortchangmg the PS

Will your HMO be there if you need therapy’ By ELI.YN SPRAGINS

'NXIETY. DEPRESSION. DRINKING TOO
much. You've got problems? Tell me
‘about them. Or tell your best friend.
Just don't tell a therapist and expect
. her to listen very long— because she proba-
bly can’t. She’s pinned under the thumb of a
new giant in the health business: a managed
mental-health-care company. You haven't
heard of this beast because it operates be-
hind the scenes, contracting with your
HMO or your employer to provide or moni-
tor all mental-health services. Managed
mental-health companies, such as Green
Spring Health Services and Value Behav-
joral Health, now sit in judgment of the
mental fitriess of 149 million
Americans, whenever they
decide they need help. These
firms are adored by health
- plans and corporations be-
cause they've slashed men-- -
tal-health expenses. But
their clout is costing ‘con-'
sumers, Managed mental
health “has thrown us back
to the Dark Ages in terms of
psychotherapy,” says Karen
Shore, president of the Na-
tional Coalition of Mental
Health Professionals and
Consumers.

It's not surprising to hear
therapists say that they don't
like seeing their paychecks
slashed any more than physi-
cians did when HMOs rose
to power. But this is more

ILLUSTRATION BY JOHN CRAIG

than an income issue.
Evidence that your stubborn
" bronchitis needs further

treatment is easy to come by.
But how do you prove that your' teenage
-son’s suicidal thoughts merit 20 therapy ses-
sions rather than séven? The danger is that
the new arbiters of mental health will grow
even stingier than their managed-care
cousins because it’s so hard to verify if they
are shortchanging patients. Americans seek
help for psychological problems and sub-
stance abuse nearly twice as often as they
pursue tests or treatment for cancer, accord-
ing to MEDSTAT of Ann Arbor, Mich. If
you're among the millions who require
some kind of therapy, watch for the follow-
ing pitfalls.

Window dressing: Let’s say your mental-
health benefits look great. You're promised
78
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outpat]ent care, substance—abuse treat-
ment, day programs .and hospitalization.
Now try to collect. Certain ailments are of-
ten excluded from those generous terms.

. Attentlon-deﬁclt dxsorder is'the No. 1 un-

touchable, accordmg to Mary Graham, a di-

_rector of economlc affairs at the Amencan

Psychiatri¢’. Association:; ;Also, you. may

need a referral from’syour pnmary-ca.re' '

doctor, who could: have a financial incen-
tive to keep you under his care. If you're al-
lowed to refer yourself, you're still not
home free. Your call is likely to be fielded
by a relative rookie who gets to decide the
appropriate u‘eatment “People who need a

significant amount of care are getting ap-
proved for justa small amount,” says Leslie
Scallet, a vice president of The Lewin
Group in Fairfax, Va.

Drug pushing: At $60 to $140 per hour,
therapy is expensive. Managed mental-
health companies’ favorite way to bypass it
is to medicate the patient. The classic ma-
neuver is to approve a medication check
once every four months, while granting only
two sessions for talking with a clinician.
“There's a tendency to push drug therapy
and be quite belligerent to therapists who
don’t jump on board,”
Nina Thomas of the National Mental Health
Forum, an organization that promotes psy-

of reports

says psychologist

chotherapy. Even if popping a pill is the an-

swer for you, you may need more thana cou-
ple of visits to learn about a drug and adjust
to it. And for all their emphasis on medica-
tal-health plans often have skimpy’

and’ anﬁ sychotxcs may be w1thdrawn too
qmckly, ornotéoveredatall.

; Trespasslng You may not care if. some-
one knows, you'have hypertension or a bad

knee. How.do you feel about revealing
your pamc attacks‘? When asked to ap-
prove more. treatment, managed mental-
hea]th-care oompames often require pages

“pist's session mnotes.
fear of losing,privacy is dri-
“-ving some patients to hide

. treatable problems. '
Options for protecting
your mental-health benefits
are limited. A new panty

" law, effective beginning in
1998, calls for health plans to
‘apply the same dollar limits

ditions. But under managed

. mental health’s tight grip,
few consumers are able to
“collect the full amount of
their annual benefit anyway.
Changing the.dollar amount
. doesn’t mean plans will be
smore willing to approve
treatment

.-to choose a plan carefully.
- "“Point of service” plans al-
low you to go outside the net-
work to find a therapist, but

*_you'll shoulder more of the.

cost. If your HMO or employer uses a man-
aged  mental-health company, find out
whether it’s simply a watchdog over benefit

use, or has a direct stake in mirimizing the -
care you receive. Avoid plans designed only

to address acute probleéms, such as suicide

attempts. Better plans’ encourage early in-

tervention. Finally, examine a plan’s criteria
for deciding if treatment is medically neces-
sary. If the hurdles are too high, you'll never
gain access to the care described in your
handbook. It’s annoying to havetodoall this
detective work just in’ case you ever need
help with your demons. But it's better than
finding yourself defenseless once they get
you in their gnp ]

es..:Pricey new antidepressants

to' mental and physical con-

~-and’ sometimes your thera- -
The

Your best protection is




- wooden pole, perhaps belonging -

-doctors found he had a ripped
_bladder-and a punctured lower in-
_testine.) Louima says.the. officers

" all this took place, Louima claims,

o | by the city.to th" W
KA % olice brutality: ‘have n's'en‘

€ after a Hgltla‘rg"%s P 1992-to:$32 nillion’
y COpS‘ : ‘}'ﬁ

AT

By CHRISTOPHER JOHN FARLEY

N SATURDAY, AUG. 9, ABNER
Louima, 30, 2 Haitian immi-
grant, was relaxmg at a. |G
' Brooklyn music club when a - i e 1
fight broke out between two [ . 2 S
women. Next thing Louima knew, . ¥l L % : '
he had been taken into custody by, &
police outside the club. Louima, a
bank security guard and a married
father, says he was beaten as police
drove to Brooklyn’s 70th Precinet -
station house. But it was after he
got there that the real nightmare
began: as he tells it, he was strip-
searched, then two cops tock him
into a bathroom and shoved a

. some: cops-are fed" up “For years °
-, the pohce department has allowed
"47 crime to’ concentrate and flourish
8 in certam areas, and overnight that. -
Thas changed, " says Anthony Mirany .
' “'da, hiead of the Latino Officers A§‘ :
* sociation. “Wenowhaveagg  ve:
\ ‘enforcernent without any ‘under-
~ standing of neighborhoods or histo- "
. ry: We. have gone from a tolerance
-. of crime in'cerfain areas to zero tol-
erance without any concern for,
: how the. nelghborhoods might react. As a re-
SERVE AND sult, there are more serious incidents and an .
PROTECT? escalation of police aggressiveness that leads .

to a toilet plunger, into his rectum.
(Once Louima was hospitalized—
after 1% hours at the station house— .

then forced the stick into his
mouth, breaking his front teeth. As

police taunted him, saymg, “That’s yours__
nigger,” and “We’re going to teach m_ggers
to respect police officers,” and “This is Giu-

. DAILY NEWS

- liani time, not Dinkins time.” :;:i;?: é:;'i’:ve' to what local areas see as harassment andes-
David Dinkins was the first black may- : RUNNUONNHAN | calates into brutality.” .
or of New York City (1990-94); Rudolph . : atweek'send; SIEEEES} suchasxtuahon, says Joseph McNa- -
Giuliani, the current mayor, rode to office Volpe, left, has - mara, the:retired police chief of San Jose,
on a law-and-order, pro-police platform, i heen charged Calif., who. was once a New York City po--
and is expected to coast to re-election in s 0 with “f%{):“::e" | lice ofﬁeer, *OpS- lose'it because.their au-.
large part because of a Pprecipitous 54% | : :ﬁ:]"cam“,d ,Zc‘e thority and 'sense of order get challenged
drop in serious crime during his time in of- up to 50 years They are told they are soldiers in a war.
fice. Suddenly, he was faced with the flip | | N _ inprisonif Well, in a war you get. atrocities, and that’s
side—an-apparently horrific instance of po- : : convicted’ what this case appears to be.” :

For his part, Marvyn Komberg, the at-
torney for. Officer Volpe, simply says
Louima was lying, not about his injuries

lice brutality that punctuated three years of
complaints by blacks and Hispanics that
police abusiveness was .out of control. It
was not the kind of endorsement Giuliani, but about how and where they occurred. .
usually outspoken in his support of police, . : “What happened to [Louima] was not a re-
needed or wanted in an election year. And | Schwarz, was indicted; and 12 other officers | sult of anything that took place in the sta-
he was swift to describe the incident as re- | from the 70th Precinct were either trans- | tion house,” he declared, without elabora-

-i

MIADNIJS 1¥IBOH

. pulsive and demand that justice be served. | ferred, suspended or demoted to desk duty. | tion. And he disputed any allegation of

The charges against Louima were | Both the Brooklyn district attorney’s office | racial bias. “They don’t know-what they’re
quickly dropped, but the case against the | and the U.S. Attorney’s office are investigat- | talking about—Volpe’s girlfriend is black.”
police officers who allegedly tortured him | ing the incident,.and more arrests are ex- Last weekend Louima was in stable con-
has just begun. One officer, 25-year-old | pected. New York City police commissioner | dition in a New York hospital. He told a re-
Justin Volpe, was arrested and charged with | Howard Safir called jt a “horrific crime”and | porter for the Associated Press, “I thank God
aggravated sexual abuse and first-degree | pointed out that it was a police officer who | I'm still alive, and I want justice.” —Reported
sexual assault; another, 31-year-old Charles | was present who, came forward- to- impli- | by Lisa McLaughlin and Elaine Rivera/New 1
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FLOCK

By ADAM COHEN

THE WAR ON POV-

erty may be over,

its 'soldiers in dis-

array and retreat,

but the Rev. Floyd

Flake, who is a

departing member

of Congress, seems

; not to have got the
'ING 600D T o news. Flake’s Allen
" African - Methodist

HOME: Floyd Flake Episcopal Church
in Queens, N.Y., with 9,000 members and
a towering new $23 million cathedral, op-

erates a government-funded social-ser-
vices network that would be the envy of .

N AT.IO:N

many municipal governments. The
church’s 30,000-sq.-ft. social-services cen-
ter houses a city-funded walk-in clinic and
federal Head Start classrooms at street lev-
el. On the center’s second floor are a city-
sponsored prenatal-counseling program

for teen mothers, a state-sponsored hous-

ing and community-renewal program and
offices for the federal Women, Infants and

.Children program. Scattered throughout

the building, which is owned by the city of
New York and managed by the church, are
a city mental-health center and a state
Stop Driving While Intoxicated program
for drivers whose licenses have been sus-
pended or revoked

What's more remarkab]e all this is only
a small part of an Allen A.M.E. antipoverty

TIME, AUGUST 25, 1997

Enabled by anew law, ‘i
churches step into the gap Ieft _
hy the fallure of tradltlonal welfare

N

empire that sprav»}ls across a 26-block

stretch of southeastern Queens. To stroll -

the neighborhood is to see how much can be
done when Caesar begins to render unto
the church. Allen A.M.E. has used federal
funds to provide the community’s elderly
with 300 subsidized apartments in the .
Allen Senior Citizens Housing Complex,
along with meals and recreational activi-
ties. It has transformed abandoned city-
owned lots and state mortgage subsidies .
into 50 affordable suburban-style two-fam-
ily homes. Down the street from the church
is a row of storefront offices offering every-
thing from Medicaid-funded health care
for the homebound to city-sponsored psy-
chosocial services for the mentally ill.
Flake, who this month announced that he is




leaving Con'gres'sk .t'o d&ote himself full:
time to his church: job, says Allen AM.E.

has “taken an urban community that by the
press’s definition was blighted and turned it
around. The best role for government is to
be a partner in that process.”

The future of America’s antipoverty ef-
forts may look a lot like Allen A M.E. As the
nation wrestles with how to reform a failed
welfare system, and as more than 35 million
Americans- continue to live- below the
poverty line, government is increasingly

_asking churches to succeed where social
workers and bureaucrats handing ‘out
checks have failed. State and local welfare
departments are starting up innovative
partnerships with religious institutions.
And a little-noticed provision in last year’s
welfare-reform ‘law called “charitable
choice” has opened the door for the nation’s
260,000 religious congregations to take a

far greater role in-welfare. prog'rams they

Michigan’s welfare ofﬁcm]s have hired two

can now solicit government funds-directly -|- umbrella religious groups to work with more

rather than set up charitable subsidiaries.
Supporters say the spirituality and fellow-

ship offered by churches, combined with’

their community ties, provide the best hope
yet of permanently turning around the lives
of the poor. But critics say the new pro-
grams threaten to tear down the wall be-
tween church and staté, and may actually
harm the churches that participate. .

The first wave of the new faith-based ap-
proach to poverty came at the state level,
where some social-services departments be-
gan matching welfare recipients with partic-
ipating churches. In Mississippi, Governor
Kirk Fordice’s Faith and Families program
has paired 504 welfare families with 338
churches, which help them with everything
from studying for the high school equivalen-
cy. exam to honing job-interview skills.

_ TIME, AUGUST 25,1997

than 100 churches on a similar program.
Welfare recipients aren’t required to attend
church, but the idea is that the church will
provide a sense of community and a support
network that a welfare office typically does
not. “The people in the faith-based institu-
tions are truly interested in the partici-
pants,” says special-programs manager

Christine Poulsen, who coordinates welfare

recipient-church partnerships for Mary-.
land’s Anne Arundel County. “The congre-
gation becomes a m1mfam1]y for those en-
rolled. The results in Anne Arundel have
been impressive: 19 of the 26 welfare recip-
ients who went through the program are
now self-supporting.

For churches, there are two advantages
to the new laws. They no longer have to set
up secular arms, like Allen A M.E.’s 11 non-

47




profit:corporations or the Roman Catholic

Church’s Catholic Charities, to operate gov-
ernment-funded programs. Nor must they
strip these programs of rehglos1ty—cover

religious symbols or remove evangelical

tracts from waiting rooms—to participate.
To its proponents, charitable choice is sim-
ply about-treating churches equally. “Just
because an organization has a cross hanging
in its window doesn’t mean we should dis-
criminate against it and prevent it from help-
ing people,” says Representahve] C. Watts
of Oklahoma. :

- Supporters argue that an approach that
aims at people’s hearts and focuses on spif-
itual renewal is better at turning troubled
lives around, and there’s some evidence for

-that. “No matter how much counseling, no

‘matter how much social work we put into
someone; until we-give them something
spiritual to fill that void, they won't really

- change,” says the Rev. Ralph E. Williamson,

a minister on the staff of the Mecklenburg
County, N.C., department of social services

-with 23 years’ experience in the field. “I al-

ways tell people that I can’t bring salvation
through the department of social services.”
In fact, many programs that aim at life trans-
formation—most notably the hugely' suc-
cessful ‘Alcoholics Anonymous—consider
belief in a higher authority a critical compo-
nent of change. Studies have. found that
Teen Challenge, a Christianity-based resi-
dential drug-treatment program with 130
centers in the U.S. and Puerto Rico, has a
"70% success rate for those who finish the
program, far better than secular treatments.
Of course, helping the addicted is one thing,
solving the problems of the poor is another.

But traditional welfa.re programs have .

failed so badly that any new option looks at-

tractive. Texas was the state quickest to take -

up the possibilities offered by charitable

choice. Last December, Goverrior George W..
Bush directed state agencies to include reli-

gious institutions in the operation of their pro-

grams. In June, Bush signed legislation clear- .

ing the way for .religious organizations to
provide government-fiunded drug treatment,
day care and faith-based prison ministries.
Texas is the only state to allow a private
Christian group, Watergate figure Charles

-(“Chuck”) Colson’s Prison Fellowship, to op-

erate a voluntary prison-prerelease program.
Bush also proposed privatizing the state’s

welfare system and allowing churches in ef-

fect to act as local wg]_f_a:e service agencies.
~RRANGEMENTS - LIKE -~ALLEN
A.M.E.’s, in which government

_funds flow through nonreligious
church-affiliated corporations,

are’ relatively. uncontroversial.

But critics and civil libertarians

say the new programs, in which

churches become agents of the welfare sys-
tem, are different. Welfare recipients may

.soon be forced to pray in order to receive

benefits, they say, or to watch religious
videos while they wait to talk to their case-
worker. “I'm worried we will see tax dollars

being used to evangelize as well as provide.

social services,” says the Rev. Barry Lynn,
executive director of Americans United for
Separation of Church and State.

Others say that’s a'red herring. Cathohc
Charities receives more than $1 billion a
year in government grants, and no one has

accused it of proselytizing: Says Michael
Brogioli, ,dnrector .of Catholic Charities’ - -
State Welfare Reform Project: “Our job is '
not to preach the Gospel but to live it.”

But critics fret that the law may permit - - o
- churches to discriminate in hiring based on .=
religion. Inevitably, that question and others
will generate litigation. “The answers willbe
fact-bound,” says University of Southern -
California law professor Erwin Chemerin- .
sky. “But there are things these programs

‘may do that courts will say you can’tdo.”

Some of the strongest opposition to the:
new programs comes from religious leaders,
who are worried that the government is try-
ing to lay the problems of the poor on the
doorstep of the churchés. Others fear they
will be forced to water down their spiritual
message.and purge religious concepts like
sin and God until their work begins to re-
semble any other bureaucratic undertaking.
“The disease of compromising the message
will not be felt immediately,” says Phil
Strickland, director of the Texas. Baptist -
Christian Life Commission, the Southern -
Baptists’ statewide public pohcy arm. “Tt will
be like a cancer that grows in the body of the
church until the health of the church is com-
promised.” At the same time Governor Bush
is encouraging Texas churches to participate
in government human-services programs,
Strickland is at work on a statewide mailing
urging them to think twice before taking on
social services. “This is going to be a huge
temptation for churches,” says Strickland.
" “But we're going to be raising the warning
signals.” " —With reporting by
Sally 8. Donnelly/Washington, Hilary Hylon/ -
Austin and Aisha l\.abl/Naw York
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Overly trusting seniors are falling::victim‘to' a

sophisticated industry of slick-talking flimflam
artists to the tune of nearly $40 billion a year

By GEORGE J. CHURCH '

S A FORMER REAL ESTATE SALES-
woman, widow of a judge and
mother of a prosecutor, Mary
Ann Downs had far more finan-
cial and legal acumen than most
aging fraud victims. Even' so,
con artists had little trouble
scamming her out of $74,000. Why?
How? Her story is a classic study in what
makes fraud against elderly people, espe-
cially women, one of the biggest growth
industries in America. Con men are bilk-

ing the elderly out of $40 billion a year, by

one FBI estimate.

When her ordeal started, Downs was
77 and recently widowed and had just
learned she had breast cancer. “I was real-
ly at the bottom of the barrel,” she says. “I
was living in San Antonio, Texas, where |
knew no one. I guess I was lonely.” Right
there.is a combination that screams “vic-
tim.” The American Association of Retired
Persons (a.A.R.p.) figures that while any-
one 60 or older is likely to be on at least
one “mooch” (sucker) list, a woman 75 or

older is virtually guaranteed to be. Like

Downs, such women are often widows,

lonely and suffering from ills that make
them desperate for someone to talk to.
They are also usually home at midday
and available to take calls from phony tele-
marketers, far and away the biggest class of
crooks preying on-the old. Downs™ first

caller identified himself as-Curt and spoke

in the sympathetic tones that often win the

trust of a 'senior. He commiserated with’

Downs over her troubles and then told her
that her luck was changing: she had just
won a prize worth tens of thousands of dol-
lars, But to collect it, said Curt, she first had
to buy something from a company called
Professional Marketing Inc. in Las Vegas.
Downs sent a $200 check for a shipment
of cosmetics. Instead of the prize, she began
getting calls from other telemarketing
firms—one in Utah, one in Louisiana and
four more in Las Vegas: The firms belonged

to a new breed of con artist, those who regu- '

larly buy and sell names for their mooch lists,
at prices ranging from $10 for an untested
“lead” to $200 for the name of someone who
has fallen for a whole series of scams.

TED THAI FOR TIME

Downs’ name must have been’ pncey
Chdsing the ever elusive chimera of a prize,
she ordered all sorts of overpriced junk:
flimsy telephone-answering machines, ten="
nis bracelets, money clips, hair spray and
what was supposed to be two mink coats. -
“They locked like they'd been made with
rat skins,” says Downs. “I just put the stuff
in a room and closed the door.”

To this day she cannot really explain '

what happened “I got into it, and I couldn’t
get out,” she says simply. But she does ad-
mit she was terrified of telling her children:
That anxiety keeps many other fraud vic-

tims falling for new scams in the hope of re-
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placing some of the lost money so their
sons and daughters will never know. Says
Shelly Feldman, president of a Florida
fraud-fighting organization called Senior
Sleuths: “They’re afraid their kids will say
they can’t handle their finances and they'll
be put in a nursing home.”

For Downs, the secret finally came out
when she gave her 19 children and grand-
children shoe boxes stuffed with nearly
identical collections of telescam trash. “We

considered taking her checkbook away,”,

says daughter Penelope Clute, a prosecut-
ing attorney in.New York State. “Fortu-
_hately, we didn’t do that. It wasn’t her. It

gy down pat.”

,coupingsome losses. A few weeks later, she
called her children to report; with-great re-

PROMISES; PROMISES

READ THE FINE PRINT: Elders are

from sweepstake companles that
promise big prizes In return for
purchases. Years of ordering left
Esther Finch with a houseful and a

- enticing offers that Ied nowhere

HOME DISREPAIR:

WRECKING CREWS: After tenants
repairmen to spruce up their

- bribes to correct it. A salesman,

demanding that they pay up

could happen to anyone. [The scammers]
are criminals, and they have the psycholo-
Even after her secret was
out, Downs could not give up hope of re-

lief, that at long last she really had won
something: two luxury cars. “Of course that
was another layer of the scam,” says Clute.

Not, however, the last ]ayer That is a
fraud called “recovery room,” reserved for
victims who_have finally vowed not to be
scammed again. In this case, after Downs
had moved to Raleigh, N.C., and taken an
unlisted phone number, she got a call from

tempted by merchandise and come-ons

yardtul of junk goods, but nothing else.
She poured upwards of $40,000 into

trashed part of their Brooklyn home,
Warren and Minnie Singleton hired

retirement nest. The workers did more
damage and forced the couple to pay

meanwhile, took out wildly inflated
loans In the Singletons’ names, anda .
bank that wound up holding the debt is

Dowhs The court; he'said; was eady
“to return he '
had to sgnd ‘a_$950 fee to 4. Philip

pectliet

‘stop. Downs never -got-"any m
back, of course, but at least she, nev-
ér heard from Hastings again. .-
That was in "March 1993 and
Downs has since. begun to_heal. fi;
nancnally and emohonally, in part by
* giving warning lectures to senior'au-
diences. Other. victims have been
less fortunate. Some have plunged
“into such despair that they have lost
their will to live. “We have had peo-
" ple tell us they were close to suicide,”
-says Susan Somers, an assistant at-
torney general in New York State.
Several characteristics make se--
niors today especially vulnerable.
They usually have some money from
"Social Security and employer pen-
sions, 1RA or 401(k) savings, and, if
they are widows; the proceeds of
their late husband’s life insurance.
(Con artists avidly read obituary
pages to spot.new widows’ names.)
But the seniors know that they are
likely to live much longer than their
predecessors—maybe‘ long enough
to use up their nest egg. And many
are fiercely determined never to be-
come a burden to their kids. Sadly, .
that combination makes them easy
prey for phony investment schemes. -
“I wanted the kids to be proud of
me, warited to increase my nest egg,”
says Ruth Crosson, ‘79, of Golden, Colo.
She pooled her life savings with money
borrowed on an insurance 'policy and
turned over $100,000 to Richard O’Don-
nell, an insurance agent who had vowed af-
ter the death of her husband 10 years earli- .
er that Crosson would be taken care of.
Over the years, O’Donnell told Crosson

- and 17 other victims that he would invest

their money in insurance ventures that

.would pay them dividends of 13% a year.

Actually, he was running'a Ponzi scheme,
using money from new victims to make
payments—briefly—to earlier ones. O’Don-

-nell was sentenced last month to 16 years in
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WTHEY LIED": After Microtel fleeced Willls
"Duryea, he joined with Arizona state officlals
torunto ground and punish the promoten -

pnson after a Jury in Denver conwcted him -
on 30, counts of theft, 'securities fraud and
racketeenng Crosson got no'money back
and must now work to supplement a mea-
ger pension. She watches over the houses
and pets of absent homeowners in Ever-
green, a wealthy suburb of Denver.
Seniors today are undermined by ad-.
mirable traits. Says Bruce Gebhardt, who

heads the FBI office in Phoenix, Ariz.: |

“They grew up in a more"polite age, and
they: can’t hang up the phone.” Or slam a
door-in a con artist’s face. Many are trust-
ing to a fault: they cannot believe that well-
dressed; well- spoken solicitous young
men can be ripping them off.”

Thus Evelyn Anderson, 82, a resident
of the mammoth Sun City retirement com-
mumty outside Phoenix, paid an astonish-
ing $10,562 last year to a repairman who
fixed some sprinklers and, while at it, wan- "
gled a loan with'a phony sob story. “I felt
sorry for him, going through a divorce and
all that,” says Anderson.

Dorothea Coleman, 90, also of Sun
City, trusted, among other scammers, a
man from Las Vegas who represented him- -
self as a minister and talked her into giving

him $36,000 for an apparently nonexistent’

children’s home. “I was stupid,” she says.
But then, like many elderly women, she
had never learned how to handle money. In

her younger days, wives.left all financial -

decisions to their husbands. Her spouse, a
lawyer who died in 1988, “would have

known better,” says Coleman. “He always |

CHRIS RAINIER FOR

)says Tallahassee,
‘Milligan. (Not only
,.Ohve Branch Cent

con artists out of its weekly ineetmgs The |
scammers often-perform a legltlmate ser--
wce such as mcome-tax preparahon, towin |

ANIL HOS LDVLNOD_—‘ONVNDIU UV it

causé ‘caller and' victim ‘are in’ dif-
ferent’ Junsdxctlons In the bigger
“boiler rooms, jobs are specialized.

“Fronters® make - the' initial call;
working from lists of entrants into
legitimate prize contests or from
obituaries, or sometimes just look-
ing ‘through phone books for “el-
derly-sounding” names like Viola
or Henrietta. The Sun City phone
book is a scam artist’s bible because

it lists hometowns and former -

occupations of seniors. “Closers”
SENIOR SLEUTH: Shelly Fel ly.
president of the Florida-based
group, dispatches undercover
workers, many adventurous
retirees, to expose telemarketing

frauq and other types of scams
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make follow-up calls t'o:.lii(ely mz;rks;: %re’-'
- load men” make theém.to victims who have

succumbed to previous scams. “No-sales
men” make a pitch to the suspicious.
Some of the boiler rooms are special-

 ized, peddling only phony prizes, perhaps,

or fraudulent investments or fa.ke.chérities.
Two subspecialty operations are the “re-
covery room” and the “badge room.” The
latter is staffed by callers who pretend tobe
raising money for families of slain police
officers, firefighters or other related (and
fake) charities. American Eagle Advertis-
ing, which émployed 60 solicitors in boxler
fooms in Arizona.and Georgia, raked in
more than $9.million in two years of oper-
ation, according to a-67-count federal in--
dictment unsealed in June. Reload men
and “recovery room” specialists individual-
ly can make in excess of $300,000 a year.
Elderly residents are sometimes the
target of home-repair scams. “These people
are cash poor but real estate rich,” says
Frederick Arriaga, a lawyer with Legal Aid
in New York. Their houses, however, may
be old and in need of repair. One three-
story row house in Brooklyn, N.Y., was’
bought for $25,000 in 1968 by Warren Sin-
gleton, a safety officer at a public school,
and his wife Minnie, a health-care assis-
tant: They hoped it would yield enough
rental income to support their retirement.
After bad tenants just about wrecked the
two top floors, Minnie responded to an ad-
vertising brochure and phoned a company '

" that sent over a white salesman who called

-“financing”—to be paid off in- monthly. in-

-hit from-a-bomb;- “Tony-has-disappeared,~

“and his wife, at.71, has had to take a job as

- older woman in-order to keep up! the mort-

has mounted a reverse boiler-room opera-

17 others. O'Donnell has since been
. onvicted and sentenced to 16 yes

-.lNZN.Lqu!O 32170d U3IANIQ

ured would'cost $9,000=plus $10,000

stallments. The workmen who showed up
did additional damage then demanded

cash bribes—$400 in one’gase—to fix it.

Meanwhile; the Singletons’ signatures. had

mysteriously multiplied on mortgage con-"
tracts, and the $19,000 became $53,000.
The finance company then sold the mort-
gage to- Hempstead Bank. It is. now held
by Fleet Bank, which contends it has no.’
responsibility. for.;any: fraud. that was,
committed beforé" lt purchasedthe con-
tract. The house looks as if it;took a direct ,

and his company is out of business. Warren
Singleton has been disabled by two strokes,

a 24-hour riurse ar'ld caretaker for a still
gage payments.

EFFORTS TO PROTECT THE ELDERLY ARE
picking up. Senior Sleuths, formed in 1989
by the Florida attorney general’s office, de-
ploys 550 people in sting operations to
gather evidence against scammers. A.A.R.P.

tion in several states. It phones seniors to
warn them that their names appear on
mooch lists confiscated by police.

State and local authorities are attempt-
ing to step. up prosecutions of con artists
and are joining A.A.R.P. and other organiza-

| ing the doorbell—and then'wal wa'_ for
" a good long time. -

,and I couldn’t get out,” shé says-and was’

,'i rrified of telling her children. Soberedby: |

“deal with anyone who demfmds that a

certified check be put:in the mail imme:
dlately, insist that dubious” propositions

'be put in writing; above all, just hangup .~ [’
[-on an overly unctuous phone caller-:For"

" those who cannot bring themselves to be:
- so rude, Somers has a ‘softer tip:: “Ask: the’

)

* caller to hold on because someone i$ ting-. ; :

; Prosecuting the frauds
ficult. Often there are’no,
_phone-con except the séammer :ahd- the

--victim.>The rare-con ‘srtists who are-con-

victed seldom get sentences anywhere
near as long as O’'Donnell’s 16 years. Far
more typical are the prison terms of one to
three years imposed on operators of one

New York State pyramid scheme. The

House in July passed a telemarketmg-
fraud bill that for the first time sets mini-

mum jail terms for federal convictions. But. -
the minimum will be only six months, or 15" -

months if the victim is over 55. -

Fraud fighters offer this faint cheer:
the baby boomers now entering their 50s
are more skeptical than their parents. So
maybe when they retire, fraud against the
elderly will at last become tougher to per-
petrate. Maybe _ —Reported by
Gregory Ahnapu/Miaml, " William Dowell/New

" York, Chandrani Ghosh/Washington and Richard

Woodbury/Phoenix
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“ Itis not as though there'is .'im absolute righ
““answer to any, of these questxons—yet par.
" ents often feel thé Wrong ’ choice could,

" disastrous. That is. especially true when 1t'f_. '
comes to spanking. Every parent has been.-

in a situation. where a whack on the rear
seems like the only-recourse to little Janie’s

or Johnny’s tantrum. But at least since the’

1960s, the conventional wisdom ‘pro-
pounded by parenting gurus has been that
hitting. is generally unwise because it

. ,sends a message that violence is an ac-’

ceptable way to solve dispuites.

Now comes a scientific study, that
frames the issue in larger societal terms.
Writing in the journal Archives of Pediatric

. and Adolescent Medicine, University of

New Hampshire sociologist Murray Straus
and his colleagues report that “when par-
ents use corporal punishment to reduce

[antisocial behavior], the long-term effect:

tends to be the opposite.” Not only that—-
the authors suggest that if you spare the
rod, you will help reduce the overall lev-
el of violence in American society.
Straus’ study, first presented at a con-
ference in 1994 and now appearing in

formal -publication with a more careful

analysis of the data, is highly controver-
sial. It may prove something, say critics,
_ but not what Straus thinks it does.

The problem has to do with who was in
the study. Straus and company culled their
information from telephone interviews

- conducted by the U.S. Bureau of Labor
Statistics beginning in 1979 with 807 moth-
ers of children ages 6 to 9. They were asked

. how many times they had spanked their"

children in the past week and what the
kids’ behavior was like—did they lie, cheat,
-act up in school? Then the bureau polled
the same group two years later. Sure
- enough, the kids who had been spanked
had become increasingly antisocial.

But when you look a little closer at
these findings, they start to seem a bit
murky. To begin with, observes Dr. Den
Trumbull, a Montgomery, Ala., pediatri-

cian who is vocal in the spanking debate,

‘ates's to Spanking couldlljeduce"
the natlonal level-' of v101ence .nnc's are’ doubtful

 most _s_yq‘h'i)loglsts andipediatricians.”

BAD OLD DAYS? Not necessarlli. In certaln situations, say many
pediatriclans, a whack on the bottom may be good parenting

" Trumbull also observes that limiting
the study to 6-to-9 year-olds skewed the
results: by then kids can understand the

-consequences of their actions. For them

frequent physical punishment is likely to
be humiliating and traumatic~and might
well lead to worse behavior down the line.

Straus disagrees. He writes, “It is plau-
sible to argue that [corporal punishment] of
toddlers will have a greater effect {than it
does on older kids] because it occurs at a
crucial developmental stage.”.

Plausible to Straus, anyway. According

[ ¥ will 'bring a a whack ‘Still, ke says, punish
ment should be' hmlted to one or two mild-

pecia
‘to the child or to others—~a smack on the
bottom may be the only way to ‘control it.’

-slaps”on ‘the buttocks.
'His- views are’ widely -
.shared. More than two-
thirds of pediatricians .
-in recent polls approved

NOOLE KZGNI

. certain situations.

- ple,” says child-abuse
~.authority Mary "Ann
“Mason, who teaches a
" course on Children and-
= the’Law at the Universi-
"ty of California, Berke-
" ley, “is when a kid races
*- across the street in front
of a'car. The slap literal-
. ly imprints-on him the
need for safety; No one
would cons:der that
. child abuse.”,

. Itis thellegltimate
. fear of child abuse that
Trumbull believes is

largely behind the anti-
| “spanking - ‘movement.
The backlash started in
. .the 1960s, he says, with
the adverit of more per-
missive parenting. But
in the past decade or so,
a shocking rise in child-
abuse cases has had
public-health :officials

- scrambling for an explanation. Blaming

spanking made sense; the notion that
violence begets violence has a certain
touchy-feely logic. Besides, most parents.
feel terrible after spanking their kids.
What better reason to cut it out?
Trouble is, while spanking is down,
child abuse is still up. It appears that well-
meaning professionals have been using
the wrong whipping boy—and Straus’
study offers little reason to change that

assessment. —Reported by Alice Park/New York -

and Jacqueline Savaiano/Los Angeles
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ally if it poses a danger - -

‘. parental. spanking in

“The usual exam-

1.~ Trumbull, a’.pro-spanking: partlsan, ICHEI
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T .
By ROMESH RATNESAR .. -

T IS 'MATH TIME FOR THE FIFTH-
-graders at Fernangeles Elementary
School in Sun Valley, Calif., and
everyone is stumped. The students
have spent close to an hour puzzling
over the question at hand: “What if
everybody here had to shake hands
with everyone else? How many
handshakes would that take?” While the
children, seated in small groups, debate
and frown and scribble notes—and devise
alternatives to the dread act of actually
touching classmates of the opposite sex—
their teacher, Kathy Pullman, roams the
room. When the hourends, no group has an
answer. “This happens to be a particularly
_ difficult lesson,” Pullman says, unfazed.
The class will dive in again after lunch.

battleground in America’s éducation wars.
This school year, nearly half of all American
elementary students are expected to learn
math the way children do at Fernangeles
Elementary: not in neat rows of desks, re-
peating times tables and memorizing theo-
rems, but through trial-and-error problem
solving, often in groups with little direct in-
struction and almost always with a calcula-
tor nearby. Advocates call it “interactive” or
“inventive” math and insist that it sets

‘American schoolchildren on the way to be-

coming “mathematically powerful.”

When opponents of these currents are -

being polite, they call that kind of talk non-

sense. And they have labels of their own..
One is “whole math,” a pejorative refer- -

ence to “whole language,” the controver-
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theory and congruences.

“learning entire. words and . phrases over

mastering phonics::Another is “new-new
math,” recalling the ill-fated New Math fad

-of the 1960s and' *70s, which introduced

millions of students to math arcana like set
! (Remember
those? Didn’t think so.) ’
Resistance has resulted in pitched bat-
tles at school-board hearings and within

- academia over the future of U.S. math edu-

cation. Educational scholar E.D. Hirsch Jr.
says opposition to the newest math is “sud-
denly making people wake up and say, It
doesn’t work, it doesnt comport with reli-
able theoties, and we’re making a mistake.”

It all started in 1989, when the National
Council of Teachers of Mathematics, in re-
sponse to the consistently poor math ccores
of U.S. children, issued new standards over-




really learnmg anythmg"

hauling math educat]on Out went the sta]—-
warts of traditional math: the rote memo-

rization drills, the droning chalkboard lec-

tures. In came the cool stuff: calculators and

geoboards, hands-on, open-ended prob-

lems, exercises that encourage kids to dis-

cover thelr own route to the right answer.
“The standards emphasized that you had to

pay attention to how kids think,” says Gail

Burrill, president of the council.

Elght years later, 40 states have insti-
tuted some “standards-based” math pro-
grams in their schools, and the National
Science Foundation spends $10 million a
year on development of comprehensive in-
structional materials. California has be--
come a leader: one cutting-edge curricu-
lum called MathLand is used, its
publishers claim, in 60% of the state’s K-6
classrooms—including those in Fernange-

AL WOS YNOAS—NILSION-1AXY,

anne Jenmngs of:«Mesa,
Ariz,, share dispatches
from the front. Not long
ago, Jennings watched hér’
daughter Sarah, a su'a.lght-
Aalgebra student, reach for
a calculator to find 10% of
470. “It made my blood-
boil,” says Jennings. In‘re-
sponse, she and other par-*
ents pressured the school .

district. to offer tradltlonal
math as a choxc

volts have erupted from San
Diego to Sonoma Valley,
and the state board of edu:’
cation is expected soon to’
release a new; more tradi-
tional. math framework for
California schools. Mean- -

skllls

while, McKeown and. whole-math detrac-" [+
tors like Lynne Cheney, a senior fellow at -

the American Enterprise Institute, darkly
warn that President Clinton’s voluntary na-
tional test for eighth-graders, set for.1999, is
being used to promotea whole-math agen-
da. Says Cheney: “Every single member ap-
pointed to the math [exam’s] panel is a
whole-math advocate.” Department of Ed-
ucation officials bristle at the charge, saying
the exam will test both fundamental math
skills and high-order problem solvmg

b this fifth-

grade exercise, students
arrange the colored tiles
into patterns and deduce
- the value of the missing
angle in this way, they

the international‘ average -
and’ miles behind Smga-
; pore, Korea:and Japan, -
"Be patient, advocates argue. . Says‘
“Thomas Romberg, a Univeisity of Wiscon-
sin professor who helped write the. revolu-
tionary 1989 math. standards: “We knew: .
there needed to be a fair amount of re-
search and teacher: training. We knew it
would take 20 or 25 yéars to pull this off.”
Parents whose 12: year-olds still can’t
count on their ﬁngers may, not want to wait
that long. —Reported by Mellssa August/
Washington, Margot Hornblower/Sun Valley and
Elizabeth Rudulph/New York 5%
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